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*~PREFACE TO THE FIRST EDITION.

WHEN I was helping my husband to prepare a
third edition of his Manual of Polutical Economy, it
occurred to us both that a small book, explaining
as briefly as possible the most important principles
of the science, would be useful to beginners, and
would perhaps be an assistance to those who
are desirous of introducing the study of Political
Economy into schools. It is mainly with the hope
that a short and elementary book might help to
make ePolitical Economy a more popular study in
boys' and girls' schools that the following pages
have been written. In order to adapt the book
especially for school use, questions have been added

at the end of each chapter.

CAMBRIDGE, 1850,



PREFACE TO THE SECOND EDITION™

IN preparing a second edition of this little book, I
have made no alterations in its general character and
scope. Each page has, however, been carefully re-
vised, and at the end of each chapter I have added,
after the questions, a few httle puzzles, which the
learner is expected to be able to solve for himself or
herself; they may also, in cases where this book Is
used in a class, serve as a vehicle for introducing a
discussion.

I am greatly indebted to Mr E. E. Boven of
Harrow School for his kindness in suggesting this
addition; and I am also specially indebted to Prof.
J. E. Caimes for many most valuable criticisms, of
which in preparing this edition I have largely availed

myself.
[ ]

LoNDoON, 1872.



PREFACE TO THE FOURTH EDITION.

SoME of the puzzles which I have added at the end
of each chapter raise questions of no lttle com-
plexity and difficulty to the beginner; and it will,
no doubt, be often found that in solving these little
problems the student will need to go a good deal
beyond the contents of the chapter to which they
are appended. In order to help beginners through
some of the difficulties connected with the subjects
of currency and foreign trade, I have published a
little book called Zales in Poltical Economy, which
I hope may be useful to those young students who
find that some of the puzzles carry them out of
their depth. v

I have only to express once more my obligations

to the teaching of the late Prof. Cairnes. So far as



viii Preface to the Fourth Edition.

I thought the subject lay within the scope of an
elementary book, I have adopted, in this edition,
the theory of cost of production, which is fully an‘d-
clearly described in his Leading Principles of Political
Economy Newly Expounded.

LonNDoN, 1876,



CONTENTS.

INTRODUCTION.

DEFINITION of Political Economy—Wealth—Money—The mer-
cantile system e e ... . .PAGES I—4

SectioN 1. Production of Wealth.

The three requisites of production—Land, Labour and Ca-
pital . . . e e e .5

hd CHAPTER 1. On Land.

The service which land renders to production—Circumstances
which increase the productiveness of land—Large and small
farming . . R 5—9

CHAPTER 11. On Labour.

The service which labour renders to production — Productive
and unproductive labour—Division of labour—Co-operation
of labour—Simple and complex co-operation — Wakefi¥ld’s
theory of colonization—Moral and material means of increas-
ing the productiveness of labour—Productive and unproductive
CONSUMPLION  tiiivviuuererrrnnrnsiennrenniinesnerennneiesesnnes 924



x Conlents.

CHAPTER III. On Capital.

The service which capital renders to production—The wages-
fund—A demand for commodities not a demand for labour—
Capital in order to fulfil its functions must be consumed—
Fixed and circulating capital— Circumstances which favour the
accumulation of capital—A glut of capital .. ..PAGES 25—38

SecrioN 11.  The Exchange of Wealth.

Exchange implies the existence of private property—Communism
—1Its economic defects compared with the economic defects of
the present industrial orgamisation 390—43

CHAPTER 1. Jalue and Prue.

Defimtion of Value—Barter—Definition of Price—There can
never be a general rise 1n values; there may be a general rise
m prices 44—47

CHAPTER II.  On Mosney.

The functions of money—Various substances used as money—
Robert Owen’s Labour Exchange—The qualities waich the
substance selected as money should possess—Gold and Silver
combme all these qualtics i a greater degree than any
other substances that have ever been used as money—A
double standard of value . . 48—56

CHAPTER III.  The Value of Commodities.

The three classes into which commodities are divided in relation
tg their values—Cost of production—The effect of demand
and supply on prices—Circumstances which determine the
price of an article the supply of which cannot be increased—
Every article which has an exchange value 1s characterised by

. two qualities, viz. value in use and difficulty of attainment—



Contents. xi

Circumstances which determine the price of agricultwal pro-
duce—The growth of population tends to increase the price of
agnicultural produce — Circumstances which determine the
price of manufactured commoditics—The elements of cost of
production—Cost of labour to the capitalist depends on 1its
efficiency, and does not always vary with the amount given
as wages—The relation between profits and prices—A sum-
mary of the effect of demand and supply on prices.

PAGES 56—80

CHAPTER IV. On the Value of Money.

The value of money is regulated by the same laws as those
which determmne the value of other mineral produce—The
recent depreciation of silver—Cncumstances which influence
the demand for gold and silver—The effect of the gold dis-
covertes on the value of money 80—g2

SEcTiON 1I1.  Zhe Dustridution of Wealth.

Wealth s divided mnto rent, wages and profits — In different
countries these different por tlons are owned by different com-
bmations of persons 93—94

CHAPTER L. Zhe Rent of Land.

A defimtion of Rent—Rent as regulated by competition—Ri-
cardo’s theory of Rent—The margin of cultivation—The effect
of increased population on the position n the scale of pro-
ductiveness of the margin of cultivation—Population not a
measure of national prosperity—Rent does not increase’ the
price of agricultural produce—Rent as regulated by custom—
Metayers—The Ulster tenant-nght—The Insh Land Act of
1870—The cottier and conacre tenancies of Ireland .. g4—111



xii Contents.

CHAPTER 11. Zhe Wages of Lalour,

Wages as regulated by competition—The influence of popula-
tion on wages— Malthus on Population—Enugration an msPL
ficient remedy for ovei-population—The effect on wages of a
local decline mm profits—The effect on wages of increased
efficiency of lahour—High prices do not produce high wages
—The effect of free competition on wages—Charitable dona-
tions and poor-law rehef frequently check the operation of
competition—Competition 18 almost inoperative among agn-
cultural labourers—Adam Smth's five causes which produce
different rates of wages in different employments.

PAGES 111-—135

CHAPTFR 1I1.  On the Profits of Capital.

The profits of capital are necessary and justifiable—Profits con«
sist of three elements, viz. interest on capital, compensation
for nsk, and wages of superintendence—The rate of interest
the same 1n all trades 1n the same country and at the same
time—The rate of interest declines with the increase of popu-
lation—High prices do not always denote large profits—Pro-
fits mainly depend on <hare of the total wealth joimntly denccd
by capital and labour, which 15 apportioned to labour—Cost
of labour to the capitalist a function of three vanables—
Workmen do not benefit by a nise 1in wages which causes their
employers’ profits 1o sinh below the ordinary rate—The export
of capital 135—149

CHAPTER IV, On Trades’ Unions, Striles, and Co-operative
Socsetics.

The functions of Trades’ Unions—Strikes-—Combinations of em-
ployers—Locks-out—Stnkes are caused by hostility between
employers and employed— Co-operation and copartnership
remove this hostility and therefore prevent strikes—Boards of
arbitration—Co-operative stores . . ... . . .. 149—161



Contents. Xiii

SecTION IV. On Foreign Commerce, Credid and
Zaxation.

Cusrter 1. On Foregn Commesce.

Foreign commerce is a development of the principle of division
of labour—Protection 15 disastrous to the geneial interests of
the community—The effect of protection on wages—The
French and KEnghsh sagar refiners — The Candlemakery
petition—Foreign trade advantageous to both countnies only
when the relative value of the commodities exchanged 15
different 1 each country—TThe terms of the exchange are
regulated by an equalisation of demand and supply—Reci-
procity—When there 15 an exchange between two countries,
the profit of each country 15 in mverse ratio with its demand
for the imported goods—Protection in Amenca—-Eapoits and
imports tend to an equality—*‘Balance of tiade "¢ Unfa-
vourabie Exchange” PAGLS 162—186

Cuar1er 11, Credit and ats Influence on Prices,

Defimtion of Credit—The meammng of the expressions ““good or
bad @edit”—Credit 1s not capital—The manner . which
credit promotes the productive employment of wealth—Banks
—Jomt-stock companies~Bills of I.xchange— Bill-discounting
—Bills of exchange perform many of the functions of money—
Bank notes—Cheques—The Clearing-house—DBook credits—
Credit influences prices, not the particular form which credit
assumes—The purchasing power conferred by credit—Credit
produces the greatest cffect on the prices of those commodi-
ties whose supply 1s mited—~Commercial pamcs—The Bank
Charter Act of 1844—Convertible and inconvert:ble pape. cur-
rency—The Gold Ring of New York—The mfluence of credit
on general prices 1s beneficial —The direct economy of a paper
currency . 186—208



xiv Contents.

Cuartrr 111, On ZTuaation.

The necessity of taxation ~ Adam Smuh’s four canons of tax.
ation—The utility of bonding houses-—Taxes on raw maten s
—-Iirect taxation on manufacturad commoditics impracticable
—-Cost of collecion—"The incdence of taxation-—Duect and
indirect taxation—The mncome-tax Taxes on commodities
should be as far as possible confined to lusunes-- The mna-
dence of all taxes levied on land falls on the owner of the
land—The land-tax —Tithes-- Poor-rates—The maudence of
poor-rates levied on dwelling-houses and on trade premises.

rAGLs 208 237

TRRATUM. .

. 79, 18th line, for “creature’s” read ““creatmes’ ™



INTRODUCTION



2 INTRODUCTION.

“wealth ” and “ money ” were synonymous terms. Acting
on this belief, the wealth of a country was estimated by
the amount of gold and silver 1t contained ; and artificial
restraints were placed upon commerce, with the view of
preventing the precious metals fiom being sent out of the
country. There are many eacuses for the persons who
made the mustake of confounding money and wealth. Like
many others they mistook the sign for the thing signified.
Wealth 1s always cstimated 1n money. The income of a
rich man 15 saud to be so many thousand pounds; the
national revenue and the national expenditure are sard
to be so many million pounds *

These and hundreds of similar facts caused the true
nature of moncey to be nusunderstood.  The best way of
arrniving at a trustworthy conclusion respecting 1t 1s to
look back into lustory, and sec what other nations have
done who have not made use of gold and silver coin.
The money of the Chinese once consisted of small cubes
of pressed tea; there are certam tribes of Indians who
usc a sort of shell as money ; and Adam Smuth tells us
of some Arabs who used cattle for the same purpose ;
they fell into the same error as those who thqught that
wealth was the same thing as money, for they thought
that no countiy could be wealthy that did not possess
vast herds of cattle When they first heard of France
and wished to form an 1dea of its wealth, they asked
how muany cattle 1t contained There have been times
in the history of every country when the use of money,
even of a rude description, was unknown ; all exchange
then had to be cartied on by means of barter.

Thus 1if a man who had two boats were in need of
a spcar, he would offer a boat 1n exchange to anyone
who would give him a spear Though commerce could
not flourish under such a system of exchange as this, yet
1t 1s1dle to assert that these barbarous communitics pos-
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ssed no wealth, for we previously explamed that wealth
as anything that had an exchange value.
The real nature of Money \What then 1s money? It
& measure of value, and a mcedium  of exchange
Jhen 1t 15> said that moncey 15> a measure of value, 1t s
rtually afthrmed that any substance 1s money which 15
lected by univarsal consent to serve as a standard by
hich the value of all other commoditics may be esti-
ated  That this substance need not be gold o1 sibver
s been shewn above, m fact any articdle nught be
lected to scrve as a measure of value
‘The meanimg of the assertion that money 1s a medium
exchange 1s that all other substances may be readily
.changed for money
The mercantile system The crior of identifying wealth
ith money led to the policy briefly alluded to above, of
nng everything to foster the accumulation of gold and
Iver  With tlus (nd in view statesmen did all they could
cncourage the evport trade of ther own country,
i to discourage mmportations from abroad by placing
avy duties on imported goods, and by giving bounties
1 expoits At the time whon this pobcy was prevalent
I nwLmd very Luue duties wae placed upon French
e, brandy, sitks, lac 2, ete , with the object of preventing
rge quantities of those commoditics bang bought 1n
ngland , for this; it was argucd, would decrease England's
ealth by causing moncy to be sent fiom Lngland to
rance  The fallacies of this policy, which 15 known as
¢ Mercantile System, were first exposed by Adam Smuath
lus great book Z7e Health of Nations, which was pub-
shed in 17760 In this work he pomted out the ergrs
a book, called Lngland’s Tricasure en Foreyrn 7 rade,
hich was the guide of the statesman who carnied out the
ercantile System The object of this book actually was
shew that home trade was of hittle consequence, because

1 -2
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it did not incrcase the amount of gold and silver in the
country. Adam Smuth’s work explained, for the first
time 1n England, the true nature of money, and shewed
that if all restrictive duties were discontinued the exparts
and umports of a country would tend to be equal.

Free Trade ‘Ilus part of owr subject will be more fully
caplained 1 a subsequent chapter, at piesent 1t is only
necessary to add that the policy of removing restrictive
dutics on mports and allowing commerce to take 1ts
natural course 1s known as the Free Trade Pohcy.

With these few introductory remarks we pass to the
consideration of the first of the three gicat bianches into
which our subject 15 divided: wizo the Production of
Wealth.

QUESTIONS ON THL INTRODUCTORY CHAPIER.

What s Political Economy ?
What 1s Wealth?
What is Moncy ?
Lnumerate some of the articles which have at
‘arous times been used as Money.

5. Whats Barter? .

6 Daescube the Mercantile System

7 Whencee arose the errors of this System?

8 By whom and how waie the crrors of the Mercantile
Svstem first combated ?

9. By what Policy has the Mcrcantile System been
superseded ?

R

-

1. Could a man be said to be wealthy, 1if he had not
sidpence 1n the woild?

2. Was the Spartan nation poorer because it prohi-
bited gold?

3 Is barter quite extinct in England?



SECTION L

The Production of 117alth,

IT was stated n the Introduction that Political Eco-
nomy investigated the laws which regulate the Produc-
tion, the Lxchange, and the Distuibution of Wealth.

The three requisites of Production. It 1s proposcd n this
section to dwell solely upon the Production of Wealth,
There arc three requisites of production, by the com-
bined agency of which wecalth 1s produced. These aie
Land, Labour, and Capital In order that the various
functions of these thiec requisites may be clearly cx-
plained,®and that the pecular otfice which cach performs
m the production of wealth may be accurately defined,
this section will be divided into three chapters, under the
heads of Land, Labour, and Capital.

CHAPIER 1 On Land

Land as an agent of Production A fcw moments’ re-
flection will reveal the indispensable nature of the service
which land renders to the production of wealth. There
is no article of commerce, the origin of which cannot be
either directly or indirectly traced to land. Look round
the room m which you sit, or look at the clothes you
wear, and you will notice that you can sec nothing that
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has not been derived from the land A piece of woollen
cloth, for instance, 1s derived from the land.  The wool
of which 1t is made has been orrginally taken from thee
back of a sheep, which Ined on the grass, turnips, étc,
grown on the land  Calico can be traced even more
directly to the land. The cotton plant, fiom the fibres
of which cahico 1s made, 1s the production of the land.
All manufactured articles are made cither of anmmal,
vegetable, or mineral productions, all of which are de-
rived fiom the land

In fact the importance of land as an agent of produc-
tion 1s so great that the French ccononmists, in the time of
Adam Smuth, asserted that land was the sole souice of
wealth, It will however be shewn that Labour and
Capital are also indispensable to the production of wealth

Circumstances which increase the productive power of
land. ‘There are many circumstances that inciease the
productive power of land  ‘The bencticial effects of the
artifictal manures which chenustry has brought within
the rcach of the farmer are so apparent, that 1t 1s un-
necessary to dwdll at length upon them. Not need we
do mote than allude to the modern mmentioms of the
numerous machines, such as the reapmng and thrashing
machines, which do so much to inciease the productive
power of land, labour and capital  Many large tracts of
country, such as the fens of Cambinidgeshire which were
once uscless swamps, have been turned mnto rich corn
land by mecans of drawnage. It 15 evident that the pro-
ductn cness of such land 1s manly dependent on artificial
causes

warge and small farming Much controversy has been
carried on as to the 1clatinve advantages and disadvan-
tages of large and small farming. One of the prin-
cipal advantages of large farming 1s that 1t makes the
use of mmproved machimery much more availlable. A
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farmer who rents 8oo acres will find it pay hum to use
the steam plough and steam thrashing-machme ; and he
will be able to avail humself of all the latest mmprove-
theats 1n the manufacture of agricultural implements.
A flock of 1000 sheep does not require twice as many
shepherds as a flock of s00. The housing of a luge
number of cattle does not cost so much per head as
the housing of a smaller number.

The principal advantage of small fainming 1s that the
farmer being himself a labourer, and bemg continually
working with and among his assistants, thete 1s no
probability of the work being neglected, the strongest
motives of self-interest prompting the farmer to the most
strenuous excrtions. .

A distinction between peasant proprietors and peasant
tenants. While dwelling on the influence of small farm-
ing 1n simulating the industry of the farmer, 1t should be
stated that the remarks just made apply much more
powerfully in the case of peasant propiietors than in the
casc of peasant tenants. Nothing can be more depress-
ing to the industry of the peasant tenant than to know
that thegnore he excits himself the more certan he 1s to
have his rent raised. The peasant proprictor reaps all
the frit of his hard work lnmsclf ; whercas the peasant
tenant often knows that increased exertions would benefit
not limself but his landlord. Ireland 1s often mstanced
as exhibiting all the disadvantages of small farmung.
But not only must it be remembered that n Iicland
the small farmers arc tenants, but that they hold their
land from year to year, and they are therefore constantly
liable to an increase in their rents  Small tenant farm-
ing must always be disadvantageous except n tfosc
cases 1 which the tenant holds a long lease of his farm;
or in those cases where, as under the Insh Land Act
of 1870, he has a legal claim to compensation for 1m-
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provements and for arbitrary eviction. On the continent
the small farms are almost invariably tilled by peasant
proprictors, and the most advantagcous results ensue.
This probably accounts for the fact that while meny
English ccononusts approve of large farms, nearly all
continental cconomists arc of opinion that small farming
1s more productive of wealth.

There are some agricultural products which are never
successfully cultivated 1n those countries where small
farming is unknown. Amongst these are the vine and
the olive The cultivation of these 1equires such watchful
and constant care that they are peculiarly adapted to those
countries where small farming prevails. A sumilar remark
applics to dairy farming and the reanng of fowls. Who
has not heard n the country the continual complaints of
the difficulty of getting good muilk and butter? People say
“the farmers’ wives are such fine ladics now, that they are
too grand to do what their mothers and grandmothers
did before them, that 1s, get up at five o’'clock and do the
dairy work themselves.” This remark points out the dif-
ference between large and small farming ; the fact being
that in modern times the size of farms has very greatly
increased ; the farmer and his wife are therefore removed
from the social position they formetly occupied, and they
will no longer work like thar own labourcrs  When
cverything has been smd on both sides respecting the
advantages of large and small farming, the question still
remaimns an open one.  In a futwie chapter it will be
pomnted out that therc 1s a way of combining the advan-
tages of both systems, by giving labourers a direct pecu-
nigry interest in the soil which they cultivate.
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QUESTIONS ON CHAPTER 1. On Land.

1. What are the three requisites of the Production of
Wealth ?
® ¢. Shew that Land is an indispensable agent of Pro-
duction.

3- Mention some of the most obvious means of in-
creasing the Productiveness of the Land.

4. Enumerate some of the advantages and disad-
vantages of large and small farming.

5. Why should a distinction be made between pea-
sant proprietors and peasant tenants?

1. If the Insh Land Act has the effect of consolidating
the small farms into a smaller number of much larger
farms, would this probably cause any change in the
production of butter in Ircland?

2. Milton exchanged the copyright of Paradise Lost
for £15. It had an exchange value and was conscquently
wealth. What had Land and Capual to do with the
production of this wealth!?

CHAPTER I1. On Labour.

Labour & requisite of Production. In the Introduction,
when the nature of wealth was explained, an cxample
was given of a commodity which 1n some circumstances
cannot be rcgarded as wealth, and yet in other circum-
stances certainly constitutes wealth. It was shewn that

1 The French socialist Fourier, in the scheme which he
elaborated for the rcconstruction of society, placed ¢ Talent”
among the requisites of Production, and assigned to it a certain
definite share (one-fourth) of the wealth resulting from the com-
bined efforts of the members of the society,

I—5
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water has no exchange value so long as it is supplied
spontaneously in sufficient quantitics by the bounty of
nature, because no one will buy what he can obtain gra-
tuitously and without labour, but water immediately be-
comes wealth when the labour of man 1s required*td
convey it to the spot where 1t 1s nceded. In the same
manner, all commodities which have an exchange value
have been made available for consumption by many dif-
ferent kinds of labour. It 1s in fact almost impossible to
cnumerate all the different kinds of labour which have
been required to produce such an apparently simple thing
as bread. DBread, 1t 1s true, may be said to be the result
of the labour of the baker, but his work is only a very
small part of the grcat amount of labour employed in pro-
ducing bread. There 1s the miller who grinds the wheat,
the reaper and the sowecr, the ploughman who prepares the
land, the blacksmith who makes the plough, and the miners
who obtain the metal of which the plough 1s made; be-
sides these theie are the waggoners, bargemen, sailors and
others, who convey the materials to the places where they
are wanted ; the manufacturers of the tools of the black-
smith, and so on 1n never-ending succession,

Definition of the exact service which Labour renders to
Production. The exact service which Labour renders to
the P’roduction of Wealth 1s defined by Mr Mill to be
“putting things nto fit places,” or “moving one thing
from or to another”” This simple definition 1s so compre-
hensive as to include all the varied operations of industry.
“ Labour then, 1n the physical world, 1s always and solely
employed in putting objects in motion , the propertics of
matter, the laws of nature, do the rest ”

Teke as an example the labour which is employed in
building a house. How are bricks made? By moving a
certain kind of clay from the place in which it 1s found;
by pressing 1t into a mould and by bringing it in contact
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with fire. How are planks made? By moving an axe
through a tree, and by moving a saw through the fallen
trunk. It 1s unnecessary to enumcrate further instances
oOf the application of the principle, that “man has no other
m¥ans of acting upon matter than by moving 1t.”  (Prun-
ciples of Political Lconomy, pp. 32, 33.)

Many examples of the extent to which skilled labour
can add to the value of commodities may be taken from
the various operations of watchmaking. For instance,
one pound weight of the microscopically small steel
screws used 1in watches, 15 worth six pounds weight of
pure gold, or more than £280. In an article on watch-
making by Miss Faithful in the Victoria Magazine, the
following description 1s given of the “han-spring” which
every watch contains :—“A hair-spring weighs only
1iess Of a pound troy. In a straight hine 1t 1s a foot
long. With a pair of tweezers we diaw one out 1n spiral
form till it 1s six inches long; but 1t springs back nto
place, not bent a particle from 1ts true cothng. It must
be exquisitely tempered, for it 1s to spring, back and
forth 18,000 times an hour, perhaps for scveral genera-
tions. A pound of stecl in the bar may cost a dollar, in
hair-spfings 1t 1s worth 4000 dollars ”

Though no wealth can be produced without labour,
yet there are some kinds of labour which may be very
uscful but which do not assist the production of wealth.
This labour 1s called “unproductive.” Political econo-
musts have differed widely mn thewr definitions of un-
productive labour. This has partly ansen fiom some
economists attaching an mmplied reproach to the epithet
‘“unproductive.” There 1s however no reproach con-
veyed 1n this term, unless the production of wealth i the
only worthy object of existence. Mr Mill's definition of
Productive Labour 1s “that which produces utilitics fixed
and embodicd 1n maternial objects.”

1 0
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Labour which s indirectly productive. The question
then arises, “Is the labour of a teacher unproductive?” A
schoolmaster may not with his own hands produce “utili-
ties fixed and embodied 1n matenal objects,” but through
his instrumentality the number of productive labourers
may be vastly incieased. Let us suppose, for example,
that a schoolmaster educates 50 boys taken from hives of
idleness and vice in the streets of London ; if he trains
them 1n habits of intelhgent industry, a very great number
of them will probably become productive labourers. Is
the inventor of a machine an unproductive labourer when
by means of his invention the productiveness of other
men’s labour may be incieased a hundredfold? These
questions must certainly be answered 1n the negative. A
distinction must therefore be drawn between labour which
is indirectly productive and that which is directly produc-
tive. In the former class we place the labour of the
schoolmaster, the inventor, the policeman, etc. ; in the lat-
ter we place the labour of the shipwnight, the shoemaker,
and all those labourers whose manual work produces
utilities fixed and embodied in material objects.

Unproductive Labour. Unproductive Labour is that
which ncither directly nor indirectly helps to mncrcase the
material wealth of the commumty. The labour of an
opera singer, an actor, a public reader or preacher, is un-
productive. The labour of a statesman 1s generally un-
productive, although occasionally it 1s inducctly productive
of wealth. The abolition of the corn laws, for mstance,
and the adoption of a frce-trade policy, have caused an
enormous increase 1n the matenal wealth of this country.
But jt must be remembered that the work of statesmen in
getting nid of protection consisted in releasing trade from
the shackles which the mistaken policy of previous gene-
rations of statcsmen had imposed upon it. It is very
often the case that when the labour of statesmen appears
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to be indirectly productive in the highest degree, it gains
this characteristic because 1t undoes the mistakes of
former statesmen. It 1s therefore very difficult to say
,wl\ether on the whole the labour of statesmen is indi-
rectly productive of wealth, except in so far as 1t guaran-
tees the secunty of Life and property.

Sometimes the labour of productive labourers turns out
to be unproductive ; as for mstance 1n the case of the
labour which produced the numerous unfimshed canals
which were abandoned about the time when 1t became
apparent that railroads would supcisede water carriage.
On the contiary the labour of an unproductive labourer
sometimes becomes, as it were by an accident, produc-
tive of wealth. Through the labour of scientific chemuists,
discoveries have been made which have greatly facili-
tated many industrial processes. It will thus be seen
that 1t 1s sometimes difficult to decide concerning any
class of labourers whether their labour will prove pro-
ductive or unproductive. Beforc a final decision can be
given the result of their work must be known.

Adam Smith's Three Advantages of Division of Labour.
There are many circumstances which greatly increase
the pr8ductive power of labour. Foremost among these
must be placed the Division of Labour ; not because 1t is
more powerful than any other micans of increasing the
productivencss of labour, but because the subject has
been populanised by Adam Smuth’s famous example
about pin-making. In many mndustnial processes, such
as that of making a glass bowl, a grcat number of
wortkmen are employed, each onc of whom performs a
single operation. One man Dlows the glass into shape ;
another polishes it ; another makes deep flutings e it;
then 1t is re-polished by another, and after a variety of
more or less delicate operations, a highly skilled work-
man engraves upon 1t some beautiful and artistic figures.
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The various advantages which are produced by the di-
vision of labour were enumecrated, as follows, by Adam
Smith. 1st, The dexterity of the workman 1s increased.
2nd, Time 1s saved by the workman not passing from:
one employment to another. 3rd, Suitable machinery 1s
more likely to be invented, 1f the mind of the workman
is concentrated on a special process.

An illustration of the first advantage, The increased dex-
tenity of the labourcr 1s by far the most important advan-
tage derived from the division of labour. In some of the
manufactures of such a town as Bumingham, the dexterity
of the wortkmen produced by division of labour 1s quite
marvellous.  In the pen manufactory the sole occupation
of some of the workmen 1s to take the pens from the
machime 1n which they are made. this 1s donc with such
wonderful rapidity that the spectator can scarcely follow
with lus eye the movement of the workman’s hand.  This
dextenty can only be acquired by the workman devoting
himself to a single operation.

An llustration of the second advantage. An 1illustra-
tion of the advantage gained by the workman not passing
from one employment to another may be taken from
what every one has scen at a railway station. when the
lamps 1n the carnages are being taken out, one man goes
on the top of the carnages, takes out a lamp, throws 1t
down to a man who puts 1t into a rack for the puipose of
holding lamps. In this manner thirty or forty lamps
can be taken out 1n a very few munutes ; whereas if one
man performed the whole of the woik, and had to ascend
and descend the cartages with every two or three lamps
he removed, 1t would probably take him more than half
an Hour to take out as many as with the assistance of
another man he removes 1n five minutes.

An {llustration of the third advantage of the division of La-
bour. Adam Smuth says that “the third advantage of the
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division of labour 1s the invention of a great number of
machines which facilitate and abnidge labour, and enable
one man to do the work of many.” Though Adam Smith
peghaps exaggeiated the importance of this advantage,
there have been some very remarkable mstances of it,
Thus, 1n the first steam-engines which were constructed
by Watt, a boy was employed 1n opening and shutting
a valve. This was Ius only work, and he probably
thought that if he could contrive some plan by which the
valve opened and shut without his assistance, he could
spend all lis time at play; he accordingly devised a
sumple self-acting apparatus, which had not suggested
itself to the most accomphlished engincers, by means of
which the valve opened and shut at the proper time
without demanding any attention on the boy’s part.

A fourth advantage of division of Labour. Adam Smith
failed to mention one other most mmportant advantage
denived from the division of labour. Thc onussion was
first pomted out by Mr Babbage. ‘Ihis advantage s that
each workman can be employed solely upon the work
which he can do best. It 1s very wasteful to employ a
man who 1s capable of doing work worth 105 a day, to do
some uhnskilled work worth only zs. a day. The old say-
g, that 1t 1s no good to put a 1ace horse to plough, may
be used to suggest an illustration of the fourth advantage
of division of labour. To rcturn to our example of the
glass bowl ; it would manifestly be quite uscless to em-
ploy an unskilled labourer to engrave a delicate pattern
upon the glass; and 1t would be very wastcful if the
skilled workman, who 1s perhaps paid at the 1ate of £3
per week, were obliged to perform operations which could
be equally well done by a boy receving 8s. or 9s. a Weck.

Free Trade a division of Labour. The division of labour
is a great subject, and should be carried far beyond the
workshop and the manufactory. Free tiade 1s simply an
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extension of the principle of the division of labour. By
breaking down the artificial barriers which have been
erected betwecn nations, each country, instead of being
obliged to depend entircly on home manufactures, cam
devote 1ts energies to those branches of trade or agricul-
ture to which natural circumstances or national pecuhari-
ties have especially adapted 1t.

Cooperation of Labour. Great as the effect of the divi-
sion of labour 1s 1n increasing its productiveness, 1t is pro-
bable that the cooperation of labour 1s a still more powerful
agent in augmenting the efficiency of labour. Coopera-
tion of labour has been defined as “the combined action
of numbers;” the meaning of the term may be illus-
trated by an example. In hauling up the anchor of a
large vessel the combined labour of a great number of
men is needed, and 1n this way the anchor 1s drawn up
1 a comparatively short time.  If one man attempted to
draw up the anchor by himsclf his labour would be thrown
away.

8imple and complex Oooperation of Labour., There are
two kinds of Cooperation of labour;

1st, Simple Cooperation ; or the cooperation, which
takes place when several persons help each other 1n the
same employment ; for mstance, in hfting a heavy weight
or 1n hauling up an anchor, as 1n the example just given.

2nd, Complex Coopciration, or the cooperation which
takes place when several persons help each other in dif-
ferent employments. An 1nstance of complex cooperation
of labour may be found 1n the labour which is employed to
manufacture a prece of cotton cloth. In this case many
different kinds of labour, employed 1n different ways and
in dikcrent places, combine or cooperate together. Those
who sow the cotton sced, and after the pod 1s npe pack 1t
in bales for exportation ; the sailors who convey it from
Amcrica to England ; the artisans who perfoim so many
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operations upon the raw cotton before it is converted into
cloth, combine their labour 1n order to produce a piece of
calico. Another instance of complex cooperation, or seve-
#al persons helping each other 1n different employments,
is found 1n the assistance which agricultural labour and
manufacturing labour render each other. In other words,
when “ one body of men having combined their labour to
produce 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.”

Mr Wakefield's theory of Colonigation. A consideration
of the mutual benefits which town and country labourers
derive by exchanging the surplus products of their in-
dustry forms the basis of Mr Wakefield’s theory of Cola-
nization,

Mr Wakefield pointed out that the plan of granting to
each family of settlers 1n a new colony a tract of fertile
land, large enough to supply all its wants, tends directly
to discourage the growth of commerce and the progress
of civilization. A certain amount of rude abundance i
obtained, but each family being 1solated and independent
there is neither inducement nor opportunity for enterprise,
and no motive to produce more than 1s required for the
consumption of the household. To remedy this Mr
Wakefield proposed that, as far as possible, there should
be, 1n every colony, a town population side by side with
the agricultural population. Division of labour would
thus be greatly encouraged, and production would be
stimulated, for a market would be found for the sale of
agricultural produce 1n the town ; the inhabitants of which
would in return be compelled to exchange somec articles of
manufactunng industry,

The use of Tools and Machinery. Having mentioned
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two causes which act very powerfully in increasing the
productiveness of labour, viz. Division of Labour and Co-
operation of Labour, we now pass to a third, the impor-
tance of which must be evident to all; viz. the usg of
tools and machinery. There is no industry which is
independent of the use of tools; even the rudest agri-
culture could not be carried on without a spade, nor the
plainest sewing without a needle ; and in nearly all branches
of industry the introduction of elaborate machinery is ra-
pidly becoming general. There are two ways 1n which
machinery increases the productiveness of labour. One
in which it supcrsedes or takes the place of the labour of
individuals, as 1n the case of the reaping machine, or the
sewing machine ; and the other in which machinery
achieves that which no amount of unassisted human la-
bour could perform ; such as propelling an express train
at siaty miles an hour. In the first case machinery, by
cnabling a few persons to do the work previously per-
formed by a great many, scts free a large quantity of
labour, which seeks employment n other directions. In
the second case 1t opens new ficlds of enterprise, which
tend to absorb the labour set free by the mtrodltxcuon of
machinery into other industries

The productive power of Labour is increased by the skill,
intelligence, morality, and trustworthiness of the labourer.
The three principal material agencies have now been
mentioned which increase the productive power of labour.
But there are other than matenal agencies, which musc
not be passcd over  These are the skill, intclligence,
morality, and trustworthiness of the labourer,

That the skill of the workman 1increases the productive
power of labour 1s so self-evident as scarcely to need
illustration.  In many industnies the nccessary skill can-
not be acquired without a long apprenticeship, and 1t 1s
frequently several years before the labour of the appren-
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tice is remunerative to his master ; for from want of skill
the apprentice frequently spoils the matenals of his in-
dustry.

e The Intelligence of the Labourer. The importance of the
affusion of intelhigence among the workmen, as a means
of ncreasing the productiveness of labour, hardly mects
with the attention 1t deserves.  An unintelhgent workman
performs his task mechanically ; he does what he has
learnt to do, and no more, he suggests no improvements.
If the industry i which he 1s engaged becomes depressed
and he consequently loses his employment, he can turn
lus hand to nothing else; and he and his fanuly soon
become dependent on the 1ates, o1 on private chanty.

The Morality of the Labourer. The morality of the
labourer 1s also an important agent in increasing the pro-
ductiveness of labour. Allintemperance greatly diminishes
physical strength. The habitual drunkard 1s usually 1n-
capable, even when he 1s sober, of perfoiming any severe
labour, and habits of intemperance nearly always pro-
duce premature decay and death. The morality and the
intelhgence of the labourer are intimately conncected with
cach other. An unintelligent peison can never enter into
ntellectifal cnjoyment, and can scldom appreciate 1nno-
cent pleasures. The low standard of education n this
country, which 1s one of the causes of the want of intelh-
gence amongst large numbers of our labourers, also tends
to produce the intemperance which 1s still too prevalent
among the lower section of the working classes.

The Value of Trustworthiness in the Labourer. The un-
trustworthiness of the labourer renders 1t necessary to
employ persons whose only business 1s to sce that the
labourers do their work. If people could be trusted, the
labour of overlooking and watching might be saved, and
drafted off to some other employment. It must also be
remembered that if labourers require to be watched they
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will always find opportunities of shirking their work, no
matter how careful the overlooker may be. This is parti-
cularly the case 1n agriculture, where the nature of the
various occupations, and the great distance over which
the labourers are scattered, render supervision extremely
difficult,

Before leaving the subject of productive and unproduc-
tive labour, 1t may be well again to enumerate those causes
which 1ncrease the productiveness of labour, These
causes are divided 1nto two classes :

MATLERIAL and MORAL.
The Division of Labour. | The Skill,
The Cooperation of La- The Intelligence,

bour. The Morality, of the
The Use of Machinery The Trustwor- Labourer.
and Tools. thiness

Having now discussed the meaning of the terms pro-
ductive and unproductive labour, 1t will be necessary,
before investigating the functions of capital, that the
student should know what 1s meant by Productive and
Unproductive Consumption.

Productive and Unproductive Consumption. Th® distinc-
tion between productive and unproductive labour must
be borne i mind, and 1t will then be seen that the
productive labourer 1s also the productive consumer,
and wue wversd.  All the consumption of the productive
labourer 15 not productive consumption, but only that
part of 1t which 1s employed 1n sustaining him whilst
he 1s engaged in production  All luxurics must be
consumed unproductively, because the consumption of
theth does not assist future production. All waste 1s un-
productive consumption ; and 1instead, as some suppose,
of being beneficial to society, 1s 1n rcality injurious to 1t.
If the mere consumption of commodities were productive
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of wealth, no matter whether the object for which they
are consumed is useful or not, the quickest way for a
nation to become nch would be to burn down houses,
wanufactories, and public buildings, destioy the railways
and docks, and pull down the telegraph-wires. There
can be Iittle doubt that such conduct would soon produce
great activity 1n the building and cngineering trades ; but
their gain would be at the expense of the general loss.
An American paper, after the great fire at Chicago,
remarked what an excellent thing that great calamity had
becen for the bullding trade. The wniter did not scem to
remember that all that the bwlding trade gained and
much more, had been lost by the owners of the property
that had been burnt. These remarks may be concluded
by a very excellent illustration 1n explanation of this point
taken from the wnitings of M. F. Bastiat: “ Have you ever
witnessed the anger of the good shopkeeper Jacques
Bonhomme, when his carcless son happened to break a
square of glass? If you have been present at such a
scene, you will most assuredly bear witness to the fact,
that every one of the spectators, were there even thirty of
them, by common consent apparcntly, offered the un-
fortunaté owner this invaniable consolation, ‘It 1s an 1ll
wind that blows nobody good. Everybody must live, and
what would become of the glaziers 1if panes of glass were
never broken?’ Now this form of condolence contains
an entire theory which it will be well to shew up in this
simple case. .. ... Suppose 1t cost 6 francs to repair
the damage, you say that the accident bungs 6 francs
to the glazier's trade—that it encourages that trade to
the amount of 6 fiancs—I grant it. 1 have not a word
to say against 1t ; you reason justly. The glazier corfes ;
performs his task; recewves his 6 francs ; rubs his hands;
and, in his heart, blesses the careless child, All this is
that which 1s seen. But if, on the other hand, you come
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to the conclusion that 1t 1s a good thing to break windows,
that 1t causes money to circulate, and that the encourage-
ment of industry 1n general will be the result of 1t, you
will oblige me to call out, ‘ Stop there! your theory w
confined to that which 1s scen ; 1t takes no account of
that which is not seen.’

It 1s not seen that as our shopkeeper has spent 6 francs
upon one thing he cannot spcnd them upon another. It
is not seen that if he had not had a window to replace
he would perhaps have replaced his old shocs, or added
another book to his library. In short, he would have
employed his 6 francs in some way which this accident
has prevented.

“Let us take a view of industry 1n general as affected
by this circumstance. The window being broken, the
glazier’s trade 1s encouraged to the amount of 6 francs;
this 1s that which s scen.

“If the window had not been broken, the shoemaker's
trade (or some other) would have been encouraged to the
amount of 6 francs ; this 1s that which 1s not seen.

“And 1f that which 1s not seen 1s taken into considera-
tion, because it 1s a negative fact, as well as that which 1s
seen, because 1t 1s a positive fact, 1t will be understood that
neither industry in gencral, nor the sum total of national
labour, 1s affected, whether windows are broken or not.

“ Now let us consider Jacques Bonhomme himself. In
the former supposition, that of the window being broken,
he spends 6 francs, and has neither more nor less than
he had before, the enjoyment of a window.

“In the second, where we suppose the window not
to have been broken, he would have spent 6 francs in
shoes, and would have had at the same time the enjoy-
ment of a pair of shoes and of a window.

“Now as Jacques Bonhomme forms a part of society,
we must come to the conclusion, that, taking it alto-
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gether, and making an estimate of 1its cnjoyments and
its labours, it has lost the value of the broken window.”

Thus illustration exhibits the folly of the excuse so often
prade for waste and luxurious catravagance, z.¢. that they
aré’good for trade.

A knowledge of one of the first principles of political
economy is sufficient to shew that socicty 1s no gainer by
the reckless expenditure of the spendthuft. This subject
cannot, however, be further investigated without entering
upon an explanation of the functions of capital. This -
troduces another branch of the science of political eco-
nomy, and must be rescrved for a future chapter.

QUESTIONS ON CHAPTFR II.  On Labour.

1. Shew that labour 1s indispensable to the produc-
tion of wealth.

2. Enumerate some of the different kinds of labour
necessary to produce such a commodity as biead.

3. Define the exact service rendered by labour to pro-
duction. e

4. What is productive labour?

5. Shew that unproductive labour is often indirectly
very productive.

6. How does division of labour increase its productive-
ness? Quote Adam Smuth’s three advantages of division
of labour.

7. What fourth advantage has been pointed out by
Mr Babbage?

8. Shew that Free Trade is simply division of labsur.

9. What 1s cooperation of labour ?

10. Define simple and complex cooperation.

11. What is Wakeficld’s theory of colonization ?
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12. In what ways does machinery increase the pro-
ductiveness of labour?

13. What moral agencies increase the productiveness
of labour? °

14. What is productive and unproductive consumip-
tion ?

15. Shew by M. Bastiat’s example that unproductive
consumption does not conduce to national prosperity.

1. Is the air in a diving bell wealth, and if so why?

2. Is the labour of a boy writing Virgil for a punish-
ment productive or unproductive ?

3. What kind of cooperation of labour is there in a
game of cricket, and what division of labour between the
different parts of the human body ?

4. What are the advantages gained by division and
cooperation of labour 1n games?

5. What is the effect of the division of labour which
now universally prevails, on the highest kind of artistic
skill ; as, for instance, Herr Joachim’s violin playing?

6. Is the cooperation of labour 1n a game of cricket
simple or complex? .

7. In a game of cricket is the cooperation of any
labour required except that of the playeis?

8. Is smoking a productive or unproductive consump-
tion of wealth?

9. Would 1t be good for trade if an earthquake shook
down all the houses in London?

10. Would it be good for trade if an explosion of gun-
powder blew up the Houses of Parliament ?

m. State the economuc result of your father's gar-
dener knocking off one of his quarts of beer.

12. What would become of undertakers if people left
off dying?
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CHAPTER III. On Capital.

It 18 erroneous to suppose that Capital and Money are
fynponymous. Capital 1s sometimes spoken of as if 1t were
synonymous with money ; if this weire so it would not be
true that Capital was one of the three requisites of the
production of wealth, for money m itself does not assist in
the production of wealth. A few pages back the usc and
functions of monecy were explained, and if this explana-
tion 1s borne 1in mind 1t becomes evident that money 1s
not 1dentical with cither wealth or capital. It must not
be forgotten that money 1s a mcasure of value and a
medium of exchange; i other words that 1t is a substance
which 1s sclected by universal consent to serve as a
standard by which the valuc of all other commoditics
may be estimated, and which conscquently may be ex-
changed for all other commodities.

A Definition of Capital. Capital may be defined as that
part of wealth which 1s saved 1n order to assist future
production.

An example of the service which Capital renders to
Productign. Agrnicultural operations could not be car-
nied on unless the labourers were supported by wealth
which had becn previously accumulated.  Many months
clapse between the sowing of the sced and the time
when the produce of that seed is converted into a loaf
of bread. It 1s therefore evident that the labourers
cannot live upon that which their labour 1s assisting
to produce; but they are mamtained by that wealth
which their labour or the labour of others has previously
produced. This wealth 1s Capital.  Formerly the seryice
which the wealth produced by past labour rendered to
future production was more apparent ; because farmers,
mstead of paying their labourers in money, paid them by
giving them so much corn, potatoes, beer, cider, etc.
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This was called paying “in kind” A somewhat similar
method of paying labourers is also known as “truck,”
which has been restrained and regulated by many Acts of
Parhament. It has, however, been found more convenwen?
for the farmer to eachange his wealth for money, and to
distribute that portion of 1t which he gives as wages to his
workpcople 1n money also. Wages are now almost uni-
versally paid 1n money ; this moncy 1s the representative
of wealth previously accumulated, and renders the same
assistance to future production as the food with which
the labourer was formerly remuncrated. Let 1t then be
remembered that the wealth which 1s distributed as wages
to productive labourers 1s capital, and that 1t renders an
essential service to production by maintaining the labourer
whilst he 1s engaged 1n assisting future production, It
must always be remembered that the moncey, in which
the wages are distributed, 1s not capital. but the food,
clothing, etc, for which this moncy 1s exchanged, are
capital. Gold and silver cannot of themsclves maintain
labour ; they are uscless unless they can be exchanged
for the necessarics of life. During the hardships suffered
by the French army in the retreat from Mosgow, the
difficulties of carriage made it necessary to abandon the
treasurc-chest.  1ts contents were seized by some of the
soldiers who filled their pockets and knapsacks with the
gold. But they did not keep 1t long ; 1t was entirely use-
less 1n alleviating their wretchedness ; the weight of 1t, 1n
fact, incrcased their distress.  They soon flung it out
upon the snow rather than endure the burden of carrying
it.  This incident illustrates the usclessness of money
unlgss 1t can be exchanged for commodities which are
capable 1n themsclves of supporting life or increasing 1ts
pleasures.

The Wages-fund. The wealth which is expended in
wages is called the wages-fund. It must be remembered
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that the wealth expended 1n wages is not all employed to
support productive labourers A considerable proportion

f 1t 1s distributed to those whose labour 1s strictly unpro-
guawe. Only that portion of the wages-fund which sup-
ports productive labour, 1s capital.  The wages-fund,
therefore, resolves 1itself mto two leading divisions — 154,
that which suppoits productive labour and forms a part
of the gencral capital of the countrty ; and 2ud, that
which supports labour not creative of wealth, and gocs 1n
unproductive expenditure.

An example of another service which Capital renders to
Production. The maintenance of the labourer 1s not
the only service which capital 1enders to the production
of wealth Al wealth which s set asude to assist fu-
turc production 1s capital  Buildings, machinery, and
tools which assist the production of wealth, constitute
capital.  Many manufactures cannot be piofitably carried
on without the ercction of large buildings and costly
machinery. Take for an example the case of the manu-
factuic of woollen cloth. The manufacturer, besides the
capital which he requucs for wages, must also have a vast
amounteof capital i buildings, tools, and machinery.
It must not be supposed that the whole wealth of the
manufacturer 1s capital ; a part of his wealth 1s spent in
various lusuries, that part, only, of his wealth 15 capital
“which he designs to employ in carrying on fiesh produc-
tion.” In the words of Mr Mill, “What capital does for
production 1s to afford the shelter, protection, tools and
matenals which the work 1equires, and to feed and other-
wise maintain the labouters dunng 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 pre-requisites—are capital.”

A demand for commodities not a demand for labour.
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It was said above that the part of the wealth of the
manufacturer which he spends 1n luxuries does not
constitute capital, but that part only is eapital which 15
employed 1n carrying on fresh production. But 1t may
be said that the wealth wluch he gives for luxunes
maintains labour. If, for instance, he spends £50 upon
lace, may 1t not be asserted that this £350 maintains the
labourers who make the lace, and that thercfore it 1s
employed as capital, cxactly in the same way as if the
manufacturer had employed 1t in his own business?

This brings us to a most important proposition
respecting capital, one which it 1s essential that the
student should thoroughly understand.

The proposition 1s this—A demand for commodities is
not a demand for labour.

The demand for labour is determined by the amount of
capital and other wealth directly devoted to the remune-
ration of labour: the demand for commodities simply
determines 1n what direction labour shall be employed.

An example. The truth of these asscrtions can best be
shewn by examples.  Let us suppose that a manufacturer
of woollen cloth 1s 1n the habit of spending £50 @nnually
mn lace. What does 1t matter, say some, whether he
spend this /50 1n lace or whether he usc 1t to employ
more labourcts 1in his own business? Does not the /50
spent 1n lace maintain the labowers who make the lace,
just the same as 1t would mamntun the labourers who
make cloth, 1f the manufacturcr used the money mn ex-
tending his own business?  If he ccased buying the lace,
for the sake of cmploying more clothmakers, would there
notgbe simply a transfer of the £50 from the lacemakers
to the clothmakers? In order to find the right answer
to these questions let us mmagine what would actually
take place if the manufacturer ceased buying the lace, and
employed the £50 in paying the wages of an additional
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number of clothmakers. The lace manufacturer 1n con-
sequence of the diminished demand for lace would
diminish the production, and would withdraw from his
Bugness an amount of capital corresponding to the
dimimished demand.  As there 1s no reason to suppose
that the lacemaker would, on losing some of his custom,
become more extravagant, ot would cease to desire to
derive mmcome fiom the capital which the diminished
demand has caused him to withdraw from Ins own busi-
ness, 1t may be assumed that he would 1nvest this capital
mm some other mdustry  This capital 1s not the same
as that which his former customer, thc woollen cloth
manufacturer, 15 now paymng his own labourers with; it
1s a second capital ; and in the place of £50 employed
m mamtaining labour, there 1s now f100 so employed.
There 15 no transfer from lacemakers to clothmakers.
There 15 fiesh employment for the clothmakers and a
transfer from the lacemakers to some other labourers.
(Lranciples of Political FEconomy,vol 1 p 102)

This example illustrates the fallacy of the popular
notion that luxurious expenditure 1s good for trade. No
benefit 13 conferted upon the wages-receiving classes by
the consumption of luxuries ; and if the moncey given for
lunuties be withdrawn from such an employment as farm-
mg the labourers suffer i two ways  In the first place,
as shewn in the above example, the wages-fund 1s di-
nunished by an amount corresponding to that ginen for
the luaunes, and 1 the second place the production of
wealth and consequent reproduction of capital are checked.

Another example. ‘T his last point can be best explamed
by another example, which will further illustiate the truth
of the asscrtion that a demand for commoditics 1s not a
demand for labour. A farmer sclls his wheat for the
purposc of purchasing commodities. 1f these commodities
are consumed unproductively, an amount cxactly equal-
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ling their value is abstracted from the capital of the
country. If however these commodities are consumed
productively, the capital of the country 1s increased. In
other woids, if with the moncy obtained by sclling, hss
wheat, the farmer buys velvet, thus putchase mn no way
assists production. It may add to the pleasure and
gratification of the purchaser, but when it 1s worn out,
so much wealth has been consumed without any produc-
tive result whatever.  If however the faimer uses the
moncy for which he sells his wheat 1n paying his labourers,
they spend 1t i procuring the necessanies of Life ; these
are consumed productively, for they maintain the labourer
while he 1s assisting to produce future wealth. In the
fist casc the purchase of the velvet leads to no result
beyond the pleasute of the purchaser; in the second
casc the purchase by the labourers of bread and beef
leads to the reproduction of wealth.

That part of wealth which consists of luxuries cannot
be consumed productively, therefore the consumption of
luauries decicases the capital of a country, for capital
1s that part of wealth which 1s sct aside to assist future
production.  But 1t may be sad that the capital of a
country 1s decrcased by the persons who manufacture
articles of lusury, and not by those who purchase them.
This remark would not be made if 1t were 1emembered
that articles of luxury would not be made 1if there were
no demand for them. A demand for commoditics does
not ncrease the amount of capital and labour, but 1t
determines the direction in which they shall be employed.

Another illustration As a further illustiation of the
principle just enunciated, let 1t be supposed that the owner
of a valuable picture mtended to sell 1t, 1 order to buy
jewelly The mtended puichase, if 1t were carried out,
would have no more cffect upon the wages-fund and the
condition of the labourcr, than would be produced if by
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some accident the picture were destroyed, and in conse-
quence the purchase of jewelry prevented. If the picture
were destroyed the demand for jewelry would be dimi-
Risbed by the amount of the value of the picture; the
manufacturer of the jewelry would withdraw a correspond-
g amount of capital fiom his busimess ; but he would, 1n
all probabihty, still contimue to employ 1t as capital, and
therefore the capital of the country would be neither
mcreased nor dumimished.

Another aspect of the subject. It has becen shewn that
the purchase of luxuries has no beneficial effect upon the
wages-fund and the condition of the labourer, but there 1s
still another case to be considered. A farmer, instead of
spending 4200 1n cmploying labourers to mmprove his
land, spends the same sum 1 paying labourers for paint-
g, papering, and otherwise decorating his house. In
cach case the £200 goes directly into the pockets of the
labourers, and 1t may thercfore perhaps be thought that
cach employment of the money 1s equally beneficial to
the labourers. The zmmediate 1esult 1s the same, but the
ultimate result may be widely different.  In the first case
the waggs are consumed by labourers who cause a repro-
duction of wealth, from which capital may be saved, and
the wages-fund increased.  In the sccond case the benefit
to the labourers cannot eatend beyond the time when they
are actually receiving the wages ; for their labour causes
no reproduction of wealth, and conscquently 1t can pro-
duce no augmentation of the capital of the country.

Capital 18 the result of 8aving. I.nough has been said
to shew that capital 1s the result of saving, and not of
spending.  The spendthnift who wastes his substgnce
n riotous hving decreases the capital of the country, and
therefore the excuse often made for extravagance, that
1t 15 good for trade, 1s based upon false notions respecting
capital.  If two tons of coals are consumed 1n producing
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a pine-apple in March, the wealth represented by that
coal 1s wasted, or at any rate it produces only the very
inadequate return of giving two or three people a pleasant
taste 1n their mouths for a few minutes.  If the same ~o0fl
had been used to smelt 1ron or to make gas, 1t would have
had a much more productive result.

All unproductine consumption decreasces the national
capital, or tends to prevent its incrcase. Almsgiving,
therefore, confers no benefit on the labourer comparable
with a productive expenditure of wealth, which increases
the national capital, and consequently augments the
wages-fund.

Capital in order to fulfil its functions must be consumed.
Though caprtal 1s the result of saving, 1t must not be
supposed that hoarded wealth increases the capital of the
country. Capital, in order to fulfil 1its functions, must be
consumed. Let 1t be constantly borne 1n nmund that capi-
tal 1s that part of wealth which 1s sct aside to assist future
production ; and that the way in which 1t assists produc-
tion, 1s 1n feeding and mamtaming the labourers, and 1n
providing the shclier, protection, tools and matenals,
which the work requires.  If this definition 1s remembered,
it becomes evident that all capital 1s consumed, either
partially or wholly, in performing 1ts functions.  The food
which sustans the labourer 1s unmediately consumed ;
the bwldings, machierv, and tools which the work
requires are gradually consumed. It will, however, be at
once percewved that the food which sustans the labourer
does not petform ats functions in the same way as the
buildings, machinery, and tools. This indicates a very
mmvortant distinction,

Circulating Capital A part of the capital cnlplo;cd in
any industry, such as that which provides the food of the
labourers and the fuel which 1s consumed 1n the furnaces,
only can perform 1ts function once. This 1s called circu-
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lating capital.  The definition of circulating capital given
by Mr Miil is as follows: ¢ Capital which fulfils the
whole of 1ts office 1n the production i which 1t 1s en-
gaged, by a single usc, 1s called crculating capital”
(Prid Pol E.vol 1.p 112)

Fixed Capital. Besides the capital which 1s consumed
in giving food to the labourers, o1 1 providing matenials
and fuel) there 1s in nearly evary industiy a large amount-
of capital 1n a far more permanent form, such as buildings,
machinery, etc. The plough will fultil 1ts office, of prepar-
ing the earth for recaving the seed, a very great number
of times before 1t 1s worn out.  Buildings which are
erccted for the purpose of protecting the workmen and
the matcrials of then labour are in a still mote permanent
form. This sort of capital, which exists m a durable
shape, and which 1s not destroyed by a single use, 15 called
fixed capital.

The whole return upon circulating capital is immediate;
the return on fixed capital is extended over the period
during which the capital 18 used The entne value of
the circulating capital together with the profits upon 1t
are replaced by the value of the immediate product
whercas 1 the case of fived capital, the value of the
immediate product only covers so much as 1s woin out
together with the profit on the whole.  The farmer looks
to obtain by the sale of his crops a full and immediate
return for all the capital which he has used in paying his
labourers, and in procuring secd.  But if he puichases a
stcam plough he will usc 1t a grcat number of times, and
for many successive years, and the return upon the ori-
ginal expense will thercfore be extended over as long a
penod as the plough is used *

This fact caplains the 1cason why labouiers are often
temporarnly injured by the conversion of circulating into
fixed capital. The wages of labourers, called the wages-

F. 2
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fund, are, as before stated, circulating capital ; therefore
any circumstance which decreases the amount of cir-
culating capital must cause a cortesponding decrease
i wages. For cxample, if a manufacturer withdia'vs
crrculating capital to the amount of £1000, for the pur-
pose of buymg maclinery, a considerable number of men
are thrown out of cmployment, whose competition 1n the
labour matket must cause a fall in wages.

The injury to the labourer 1s, however, only temporary
in most nstances, where cnculating capital bas been
converted mto fived capital. The introduction of ma-
chinery vastly mcreascs the 1eproductive power of labour,
and 1t thercfore causes a rapid augmentation of capital ;
the wages-fund 1s 1 conscquence ultumately increased.
As an cyample 1t may be mentioned that the capital
which was nceded for the construction of the railways 1n
England was probably mn part withdrawn from the circu-
lating capital of the country  The labourers consequently
suffered through a temporary reduction of the wages-fund.
But the wealth of Iingland has been so immensely in-
creased by the constiuction of railways that the ultimate
result has been to ncrease the wages-fund and the de-
mand for labour. Conscquently, the temporay injury to
the labourcr has been mote than compensated.

There are two motives which produce & deeire to save, It
has altcady been rumatked that capital s the result of
saving. It 15 thercfore evident that increased capital -
plics increased saving.  The desue to save differs 1 1n-
tensity mn different ages and countries. It 1s generally
produced by two motives .~ First, a prudent foresight for
the future ; secondly, the desire to acquire wealth by in-
vestments. In this country both these motives act with
great force ; this 1s partly owing to the national character
and the hahits of the people, and partly to the security
of hfe and pioperty which cxists here, In uncivilised
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communitics a desire to save is scarccly ever prevalent.
This anises fiom the mability of totally uncultivated per-
sons to look forwaid to the future , with such the present
1 everythung, the future 15 a blank about which they do
nottrouble themschves. ‘The destie to save 1s also checked
1In some cases by the mscecunty of property.  In those
countries where there 1s no scttled government, and where
anaichy usuips the place of law, the owner of wealth s
by no means sure that he will be allowed to retan lus
possessions. e 1s the object of the emvy and rapacity
of his ncighbours, every one of whom 1s perhaps looking
out for an opportunity of robbing hum

Joint-8tock Companies. In a countiy hke Ingland the
desue to save 15 promoted by the vanety of means that
cnists of mvesting small capitals, which af separately
applied would not oftcn be productive of wealth  If a
profussional man, for nstance, has saved froo, he has
probably ncither oppertumity nor mcination to employ
this sum 1n any busincess, but if he wishes to use 1t as
capital he can mvest 1t i a jomt-stock company , that s,
a mercantile undertaking the capital of which 15 pro-
vided by a large number of paisons It 1s therclore
cvident (?mt joint-stock companies are adv.ml.lgcous 10
the country, by the facility they afford of increasing the
amount of wealth which 15 used as capital

This fact suggests an lustration of the important posi-
tion which the sccunty of proputy occupies in promoting
the mncrease of capital A few years ago a great many
joint-stock companics failed; the sharcholders consc-
quently suffered great loss, and m some nstances were
rumed. This produced a great feeling of distiust and
msccurity  For example, 1if & man by strict cconomy Rad
accumulated a certain quantity of moncey, he was very
Iikely to reply to any onc who advised him to invest 1t in
a jomnt-stock company, “Oh no! I shall not risk 1it,

2—2
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Look what our friends A. B. and C. have lost, through
investing 1n the Overend and Gurney Company, and the
Crédit Foncier.,” But warnings of this sort are only too
readily forgotten. The promise of high interest in the
glowmg terms of a prospectus 1s generally sufficient to
attract a laige amount of capital out of the pockets of
mvestors nto those of the duectors and promoters of
fraudulent and bankiupt companics.

A Glut of Capital. Somc persons imagine that no harm
is done by checking the supply of capital, for they say
that if it were not for circumstances of the kind just de-
scribed, and the luaurious expenditure of the nich, there
would be more capital than could be employed ; or, n
other woids, there would be “a glut of capital ™ If the
nature of capital 1s borne in mind 1t will be scen that it 1s
quite unnecessary to fear any cvil 1esults from the increase
of capital. It has been ficquently stated that capital 1s
that part of wealth which 15 sct aside to assist future pro-
duction, by providing the shelter, protection, tools, and
matettals which the work requires, and by feeding and
otherwise mamntanng the labourers during the process of
production.  If the supply of capital 1s increased, 1t will
be cengaged 1 some fiesh employment, or clse ‘it will be
absorbed n the industries altcady existing  In both these
cases there will be a greater amount of circulating capital,
and the wages-fund will be augmented ; unless therefore
the increase in the wages-fund 1s counterbalanced by a
corresponding ncicase 1 the numbers of those among
whom the wages are distuibuted, wages will rise, and the
condition of the labouring classes will be improved.

It 1s therefore evident that although the benefit 1s too
oftén countcracted by the absence of prudential habits on
the part of the labourers, any circumstances which in-
crease capital tend powerfully to ameliorate the condition
of the poor. The most important practical conclusions
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may be drawn from this fact, for it shows that the capi-
talist, and not the spendthrift or the almsgiver, 1s he who
renders the truest scrvice not only to himself, but to the
whole community.

he principal propositions concerming the Production
of Wealth have now been stated, 1n the three chapters on
Land, Labour, and Capital. The cvplanation of the
functions of capital has piobably presented some dif-
ficulty to the beginner It 1s essential that these dif-
ficultics should be overcome, for until they are thoroughly
mastered 1t 15 impossible clearly to understand the moie
complicated questions which will be discussed 1n the
section on the Distribution of Wealth.

QUEsTioNs ON CHAPTER IIL. On Capital

1. What 1s Capital?

2. Show by examples that capital 1s a requisite of
production.

3. What is that part of capital called which provides
the wages of labourcers?

4 Define the various ways in which capital assists
production.

5 Prove that the wealth consumed in Jusuries 1s not
capital, and does not thercfore assist production or -
crease the wages-fund.

6. Prove by examples that a demand for commoditics

is not a demand for labour,

7. Why 15 1t crroncous to suppose that lusurious
expenditure 1s good for trade?  Give cxamples,

8. Caputal 1s the result of saving, but docs hoarded
wealth add to the capital of a country?

9. What 1s the difference between fixed and circulating
capital ?
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10. Of what does circulating capital principally consist ?

11, In what way arc labourers sometimes temporarily
injured by the conversion of circulating 1nto fixed capital ?

12.  'What circumstances produce and foster a desire o
save?

13. How does commercial morality act upon the accu-
mulation of capital ?

14.  What 1s mecant by a * glut of capital 7 ?

15. Show that the danger of a glut of capital 1s imag-
nary.

16, Prove from the propositions enunciated wn this
chapter that the capitalist 1s the real bencfactor of the
wages-recerving classes, and not the spendthnift or the
almsgiver,

1. Is my ink capital? If I have 500,000 gallons of it,
is that a glut of capital ?

2 Is a cart-hotse capital?  And if so, is he fixed or
circulating ?

3. Arc fitc-arms capital ?

4. If a boy consumed a shillng’s worth of penny tarts
cvery day would he cause an ncreased demagd for la-
bour?

5. If a man kept /5000 shut up im a box, would 1t be
capital?

6. Ifheinvested it in aralway, would it be captal?

7. If henvested it in a loan to a nation to enable it to
carry on a war, would 1t be capital ?

8 If there 1s a law which pamits one class of persons
to rob another class without affording the latter any re-
dr¢ss, what effect does this law have on the accumulation
of wealth?

9. Is the labour of a cook productive or unproductive ?



SECTION IL
On the Exchange of Wealth—Introductory Remarks.

Exchange fimplies the existence of private property
The eapression “exchange of wealth” mmphies the ex-
1stence of property. It also mmphes that property 1s
possessed not by society at large but by individuals and
classes. If property weie posscssed by the whole com-
munity 1n the same way as that described m “the Acts of
the Apostles” as the custom of the carly Christians, there
could be no such thing as exchange of wealth.  “ Neithar
said any of them that ought of the things which he
posscsscg was lus own; but they had all things m
common.” “Neither was theie any among them that
lacked* for as many as wete possessors of lands ol
houses sold them, and brousht the prices of the things
that were sold, and Lod them down at the apostles’ fect
and distuibution was made unto every man according as
he had need.”

Socialism, If the state of thinws desenibed i these
verses were general the dicam of the <ocrihist would be
realised, l’mpcrty would not be dostroyed, but = Lhc (-
change of wealth” would be a mcaningless expression, Sfor
no one could exchange that which belonged as much to
cvery one clse as to lumsclf. The exchange of wealth
consequently implies the existence of individual property ;
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it might therefore have appeared appropriate to discuss
the laws of the distnibution of wealth among certain
classes and persons, previous to explaining that which
15 comprchended under the term “oxchange of wealtle”
The opposite course has however been here adopted be-
cause until the meanings of the words “value” and “price”
ar¢ properly understood, and until the causes which
1egulate the value of commodities are thoroughly grasped,
1t will be difficult to present in a short space a clear view
of the ciicumstances which deteimine the distribution of
wealth into rent, wages, and profits.  Itas therefere pro-
posed 1 this section to explaun the meaning of the terms
value, price, and cost of production, and to state the
causcs which determine the value of three classes of com-
moditics, viz. those whose number 1s absolutely hmited
those which cannot be mcrcased without mcrcasing the
cost of producing them; and those which can be m-
creased without becoming mote expensinve,  The nature
and functions of money will also be explamned.

Before closing these prelimimary remarks it 1s perhaps
desitable to revert to the subject of socialism alluded to
on the previous page. ‘The fundamental 1dea of socialism
15 that mdividual property ought not to exist’, that all
ought to labour to the extent of thar capabilities, and to
1eceive i proporbon to then nedds, not i proportion to
wotk done.

The economic defects of Soclalism There are many eco-
nomic objections to be urged agamst sociahistic schemes.
In the first place sclf-intcrest, one of the most powerful
of all the incentives to exertion, 15 only partially opera-
tive ; a man will not work with the same energy and zeal
if the results of his labour are to be shared by the whole
community of which he 1s a member, as he will if he 1s
able to secure the whole fruit of hus toil for himsclf and
his family. Inthe second place the existing checks to im-
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providence and recklessness, with regard to the future, mie
withdrawn. All the members of a socialistic society me
supposed to be actuated by the loftiest sense of duty to
ficyr fellow-labourers.  In the present order of things a
poor man has to work hard to keep himself and Iis
famuly, 1if he has one, from want, he knows that every
additional child that he has will for some years be a con-
stant source of expensc, he thercfore has the most power-
ful centnnes to exertion and providence.  But 1 a
socialistic society such a man would know, whether he
worked energetically and unceasingly o1 slowly and irre-
gularly, that he and his family, however numerous 1t was,
would be maintaimned ; he would also know that 1t was
quite unnccessaty to make any provision m casc of his
own dcath, for his famuily would never be allowed to want.
Ebenczer Elhott, the Corn Law Rhymer, satiised the
defects of communism 1n the following verse :

““What 1s 2 Communist? One who hath yearnings
For equal division of unequal carnings,
Idler or bungler, o1 both, he 1s willing
To fork out his penny and pocket your shilling.”

A rec8gnition of the tendency of socialism to weaken
the prudential restraints on population has led to the
adoption 1n all the American communistic societies of the
most absolute contiol over marriage and the number of
births.  Two of the most prosperous of the American com-
munities are strictly celibate, 1n others cehibacy 1s honoured
and encouraged and even i thosc socictics where the
opposite principle prevauls the governing body limits or pro-
motes the natural growth of population as the prospenty
of the commumty dechnes or increases, with as ntuch
ease as an English Chancellor of the Lxchequer increascs
or reduces the income tax It would therefore seem that
1n avoiding the economic defect of weakening the pru-
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dential restraints on population, practical communism
runs nto the equally scrious political defect of destroying
individual Iiberty, and encouraging an amount and kind
of government control which a free pcople would ﬁrl_l
quite ntolerable.

Notwithstanding these tadical defects in socialism the
upholders of the present state of things ought not to
condemn 1t as a monstious and wicked absurdity  The
present system docs not wotk so well as to be absolutely
incapable of improvement; and though 1t may not be
thought desnable that an altcration of exssting cconomic
arrangements should be made in the direction of socialism,
we ought to be rcady to admut that some mmprovement
1s necessary m a community in which one out of every
five-and-twenty 1s a pauper. It ought also to be remem-
bered that some of the chaiactenistic defects of com-
munism arc embodied 1n the custing state of society.
The Poor Law system 1s practically socialistic. The
system of paying workmen fixed weekly wages stimulates
the motive of self-interest cven less than 1t 1s stimulated
n a communistic socicty. It 1s cften remarked that work-
men paid 1 this way only scem to cate how little work
they can do, and at the same time avord dismussal. The
remuncration of many of the servants of the state does
not depend upon work done. Clergymen and cven minis-
ters of state receive the same pecumary rewards, whether
they do their work 1ll or well, and 1n some cases 1if they
lcave 1t undone altogether. These 1emarks are not made
n order to uphold socialism, but to show that the pro-
posals of the sociahists should not be looked upon with
hatred and dernision, but should reccive respectful con-
sideration from all who desuc freedom of discussion and
action. If the defects of the existing system were borne
in mind, and 1f 1t were also 1cmembered that the apostles
werc the founders of socialism, it may reasonably be sup-
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posed that the denunciation of socialistic doctrines would
be less passionate and declamatory

Space does not peinmt a description of the various
todifications of socialistic doctiines which have been
propounded m France by Fourier and St Simon, and 1n
England by Robert Owen. For a detailed and most 1n-
teresting account of these schemes, and of the manner 1n
which modifications of them have been carried into prac-
tice 1n the American Communistic Societies, the reader s
recommended to turn to M. Reybaud's Les Réfor mateurs
Modernes, to Mr A J. Booth’s wotks on Saint-Simon and
Robert Owen, and to Mr Nordhoft's Commiunzsiic So-
cietres of the Umited States.  There 1s also a short and
mteresting sketch of the leading socialistic schemes of the
present century in Mr ] S Mill's Zrenceples of Dolrtecal
FEconomy (pp 245--263, vol. 1). It 1s important to re-
member that socialism, or, as 1t 1s sometimes called, com-
munism, has no connection with the principles of the
commune of Pans.  The name that was gnen to the
section of the French people who, in the year 1871, re-
sisted the authonty of the Versailles Government, was
derived fiom the demand they made for Zke communal, e.
mumcnp::l independence of Pants. None of the lcaders of
that party upheld sociahstic principles.

QUESTIONS ON THE INITRODUCTORY RIMARKS OF
SFCTION 11 On the Exchange of 1Wealth.

1 What 1s Socialism ?
2 What economic disadvantages arc connected with

Socialism? o
3 Namec some of the principal promoters of socialistic

theories.

[}]
T
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1. Do you think Socialism would interfere with the
present division of labour? If every one received the
same reward, who would do the disagrecable work ?

2. If Socialism caused dimimished production and &
multiplication of the consumers of wealth, would 1t ulti-
mately bencefit even the very poorest?

CHAPTER L. 1alue and Pruice.

A thorough comprchension of the terms “value” and
“price,” thar difference and their 1elation to cach other,
15 essential to a firm grasp of nearly all cconomic truths.

Definition of Value The valuc of any commodity 1s
estimated by comparing 1t with other commodities, or by
ascertaming the quanuty of other commodities for which
it will exchange. Thus if a pound of tea will exchange
for four pounds of beef, it may be said that the value of a
pound of tca 1s four pounds of becf. Itis therefore evident
that the term “value” mmphes a comparison; for when 1t
is sard that the value of a pound of tea 1s four pounds of
beef a companson 1s made between beef and tea

As value imphies a comparison, 1t 1s also cvident that
the value of a commodity vanes from cither of tho causes
—from something having 1its source in the particular com-
modity, or from something having 1ts source 1n the com-
moditics for which 1t 1s exchanged, or, as 1t has clsewhere
been eapressed, the value of a commodity vanes from
cither mtrinsic or extrinsic causes. Forinstance, tca may
increase 1n value through a dminution in the supply;
this would be a variation produced by an intrinsic cause.
Or 1t may incrcase 1n value owing to a decreasc in the
valae of some commodity for which 1t 1s exchanged, such
as cloth ; this would be a vanation produced by an cx-
trinsic cause. From this conception of value as a relation
existing among commoditics 1n gencral, 1t neccessarly
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follows that there never can be a general rise or fall in
values. For the expression “a general nse in the value
of commoditics” 1mphes that all commodities will ex-
hange for mote of all other commoditics ; and this
1s as absuid as saymg that cvery tice 1 a garden 1s
hicher than every other trce. When there 1s a nise n the
value of any commodity theie 1s a corresponding fall 1in
the valuc of some other commodity, Thus if 1t 15 said
that the valuc of meat 1s greater now than it was twenty
years ago, 1t 1s virtually affirmed that a given quantity of
meat will now exchange for a larger quantity of some
other commodity, such as corn, than 1t would twenty
years ago In this case the valuc of corn as compared
with mcat has dechined  Value also implies exchange,
for 1t 1s by ascertauning the number of other commodities
for which any particular article will exchange, that its
value 1s determined.

Barter as a wedium of exchange. In somec barbarous
communitics all buying and sclling 1s carried on without
the use of money, by the exchange of commodities. Thus
if onc man had moze¢ food than he wished to consume he
would segk to exchange 1t with some other man who could
¢@ive lum 1n return some article which he required, such as
a coat or a sct of bows and artows  This mcthod of ex-
change, some modern examples of which could be sug-
gested by any schoolboy, 1s called barter ; 1t 15 necessarily
very clumsy, and as long as 1t 1s the sole means of ex-
change 1 any country commerce 1s always extremely
restricted.  The mconvenience ansmg from barter sug-
gested the use of money. A substance was by universal
consent sclected to serve as a measure of the value of all
other commodities and also as a medium of exchange.
By the usc of this substance the neccessity of barter was
obviated. The man who had moie oxen than he required
and who wished to obtain clothing or armour 1n exchange
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for them, was no longer obliged to seck some other man
who was willing to make such an exchange with him
he simply had to scll lus oxen to any one who was willing
to purchase them for so much money; and with thl‘.,
moncy he could purchasc the other commoditics which he
required from any persons who were willing to dispose of
them,

A Definition of Price. The valuc of a commodity esti-
mated 1n moncy 1s termed 1its price.  Price, thercfore, has
been defined as a particular casce of value ; for, as previ-
ously stated, the value of a commodity 1s estimated by the
quantity of othcr commodities for which 1t will exchange.
If therefore a commodity, such as a yard of cloth, will
exchange for five shillings, 1t may truly be said that the
value of a yard of cloth 1s 5s.; but becausc moncy has
been selected to serve as a unmiversal measure of value
and medium of cachange, 1t 1s more convenicnt to give
another name to 1ts exchange power.  The sum of money
for which a commodity will exchange 1s therefore called
1ts price

When the price of a commodity such as mcat 1s spoken
of, a comparnson 1s made between meat and the precious
metals , but when the wa/we of meat 1s spoken of, a com-
parison 1s made between meat and all other commodities.
Hence 1t 15 evident that though there cannot be a general
rise or fall in valucs, there can be a genceral nise or fall 1n
prices, because 1t 1s quite possible that various circum-
stances mught cause all commodities to exchange for an
increased or decreased amount of money.  For instance,
1f the money circulating 1n any particular countiy were
suddenly doubled, \\hxle population and trade remamed
stauonar), there would 1nevitably be a gencial nise 1n
prices.

Fiom the above definitions it is proved that the value
of all commoditics except money would not necessarly
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be affected if prices were doubled or trebled. Such an
event would not effect any change in the relations of varni-
ous commodities to each other. 1f, formerly, a yard of
welvet was worth 31bs. of tea, the relatinve value of these
confmoditics would not be distuibed 1f the tea were 7s.
mstead of 35 64 alb, and the velvet 215, a yard nstead
of 105 G4 It 1s therefore cevident that a nise or fall of
general prices does not affect the value of any commodity
except moncey.  If there s a mise m prices an ncreased
amount of money has to be given mn exchange for com-
modities, o1, mn other woids, the value of money has
decreased  If) on the other hand, prices fall) the same
amount of moncy will exchange for an increased quan-
tity of other commoditics, or, 1n other woids, the value
of money has incrcased. These considerations, how-
ever, lead to a further explanation of the natuie and
functions of money, which must be defenred to the next
chapter.

QUFSTIONS ON CHAPILR T Twlue and Droice.

1. Whatisvalue?

2. Prove that there cannot be a general rise or fall in
values.

3 What 1s meant by bartering commoditics ?

4 DBy what mcans has the nccessity for baiter been
obviated ?

5. What s Price?

6. Can there be a general risc or fall in prices?

7. If prices were suddenly doubled what would bhe the
cffect of such a change on the valuc of commodities ?

1. Is a nisen the value of bicad resulting from a dad
harvest produced by an extrinsic or an intinsic cause?

2. Is a country richer if the prices of all commoditics
nse?
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CHAPTER 11. On Moncy.

The Functions of Money. In the last chapter the -
convenience of a system of barter was described, ‘and
1t was stated that the nccessity of tlus system of ex-
change has been obviated in all avilised countries by
the use of money. This 1s to say, that a substance has
been sclected by which to measure the value of all other
substances, and also to scive as a medium of exchange
If a substance had not thus been selected as a measure
of value, there would be no means of stating what the
wealth of an mdividual was, but by repeating a cata-
logue of all lis possessions. Thus, 1f 1t were asked
what the national revenue of a country like England
was, 1t would be almost impossible to give a reply, if
it were necessary to enumerate all the articles which
the nation posscssed It would also be very dufficult to
say how much wealth an mdividual possessed 1if there
were not a measure of value It would, for instance,
be necessary, 1n stating the +ealth of a rich nobleman,
to cnumectate the number and height of the trces on
his estates, the amount and descniption of furniture in his
houses, the number of horses, carnages, &c, that he pos-
sessed 1t would take wecks to make an mventory of his
posscssions , and after all a perusal of 1t would afford no
definite notion of his wealth.

Tlis disadvantage 1s obviated by the use of money, for
the wealth of individuals and nations 1s now measured by
the standard of the precious metals, and 1s said to be so
many thousand or so many milhon pounds.

‘“he convenience of the use of money as a medium of
exchange has already been dwelt upon, when the nature
of barter was explamed. It was then stated that a coun-
try can never rcach a great commercial position until
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barter is superseded by the use of some moie convenient
method of exchange.

It is cvident that the substance selected as moncy
wust be ecasy to carry about. A system of barter would
harflly be more picjudicial to the intercsts of commerce
than the use of a substance as money—such as wood,
oriron—which does not contain great value in small bulk,
If such a substance wete used as moncy 1t would be
necessaly, when mahing cven small purchascs, to be fol-
lowed by a horse and cart cariying onc’s moncy. These
considerations prove that it does not necessarily happen
that the substance sclected as money should be ecither
gold or silver; these commoditics have usually been
chosen 1n civilised countries because they possess 1n a
pecuhar degree the combination of qualities destrable in
any substance acting as a mcasurce of value and as a
medum of exchange

Various Substances have been used in different Countries
as Money. Though gold and silver have been gencrally
sclected as the substances best fitted to be used as money,
yct some countries have used other commodities 1n the
same capacity. The Chmese formerly used pressed cubes
of tea ; fome African tribes use a particular sort of shells;
the ancient Arabs used cattle ; salt has also been used as
moncey 1n Abyssinta . and mdes and dressed leather 1n
other countries. But 1t may perhaps be stated, that ex-
perience has proved that gold and silver more perfectly
fulfil the functions of moncy than any other substances.
For 1t must be remembered that the substance sclected
as money must Serve as -

1st. A general standard of value.

2nd. A general medium of exchange. .

The Substance selected as Money should possess Three
Qualities,

1st.  Its value should be as uniform as possible.
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2nd. It should be a substance whichis generally prized.

3rd. It should possess gicat value in small bulk.

It is casy to perceive that the first of these qualities,
viz. unifoimity of value, 1s of great importance with re-
gard to the first function of money, 1.¢ to act as a genteral
standard of valuc. It 1s impossible fiom the nature of
things that there should be any absolutcly invanable
standard of value. It was onc of the economic schemes
originated by Robeit Owen to make labour the standard
of value, and to cnact that a fixed and uniform valuc
should always attach to an hour's labouir. It 1s obvious,
however, that the value of labour 1s more variable than
almost anything clse that could have been thought of ;
and that there 1s no reason either 1n justice or common-
sense why an hour's labour from such a man as Sir
Joshua Reynolds should exchange at an equal value for
an hour’s labour of the man who blacked lis shoes.
Owen’s Labour Exchange which had a short-lived popu-
lanty in the ycar 1832 was soon broken up thiough its
inherent crror of valwng all labour alike.

All substances hknown to us are hable to variations in
their value. The utmost that can be obtamed, theiefore,
in the substance selected as money 1s that the tanations
i value should be shght and gradual. If the value of
the substance selected as moncey fluctuated very rapidly,
the terms of cvery monctary contract would be disturbed.
Suppose, for mstance, wheat was selected as a gencral
standard of value ; 1n tlus case 1if .1 bonowed 10,000 qis.
of wheat fiom /7, promisimng to pay lum at the end of
6 months, when the time to pay atined the value of wheat
might have mcieased or decreased, owing to quite un-
foreseen cucumstances, as much as 20 or 30 per cent. If
the value of wheat had increased 30 per cent 4 would
virtually have to repay to 2 30 pcr cent. more than he
borrowed ; because the same quantity of wheat would
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exchange for 30 per cent. more wealth than 1t would have
done 6 months before. 1If, therefore, the valuc of the
substance sclected as money were subject to sudden
fluctuations, every commercial transaction would be re-
ductd to a gambling speculation ; for no one could with
certainty foretcll what the value of money would be 1n
a few months’ time

The value of Gold and Silver varies Iess than that of
almost any commodities which also possess the other
chaitacteristics which quahfy a substance to fultil the func-
tions of money.

The second quality which money should possess 1s
that 1t should have an intrinsic value of 1its own. That 1s,
that 1t should be valued for 1ts own sake, and not merely
1 1ts capacity as a measure of value and medium of
exchange. If moncy were not composed of a material
which 1s generally prized, 1t would not be unmiversally
accepted i eachange for commoditics. ‘Thus, for in-
stance, the cowrie shells, formerly used as money by an
African tribe, would never have been accepted by other
people as a medium of cxchange; because the shells
would not be valued for their intninsic worth, but simply
for theu® exchange power, and this exchange power did
not ewist except 1n one particulu locality.  From various
causes gold and silver have- always been greatly valued,
cven 1n the most barbatous countries and 1n the most
remote ages of antiquity. ‘Their brilhancy, great dura-
bility, and malleability, have caused them to be much
prized for the purposes of decoration and ornament 1 all
ages and among all nations.  kor these reasons gold and
silver possess 1n an eminent degiece the second of those
qualitiecs which ought to characterize the substance se-
lected as a measure of value and as a medium of ex-
change.

The third quality which money should possess, viz.
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great value in small bulk, has already been alluded to.
The fact that gold and silver fulfil this condition 1n
various degrees, 1s manifest.  The difficulty of procurning
gold and silver, their consequent rarity, and the fat
that they are unnecrsally prized, contitbute to cnhance
their value  Thete are other substances, such as dia-
monds and other precious stones, which contain a very
far greater value m a much smaller bulk ; but diamonds
would be a most inconvenient substitute for money; a
diamond the size of a pin’s head would be worth from
20s. to 305, and the nconvenience of handling such
small objects and the danger of losing them would be
insupciable obstacles to using diamonds as moncy instead
of gold and silver. There are other objections to the use
of precious stones as money ; they could not be coined ;
if they were divided their value would be dimimshed, for
a diamond the size of a pea 1s far more valuable than ten
diamonds cach of which 1s the size of one-tcnth of a pea
It 1s thetcfore evident that though the substance selected
as money should contam gieot value 1n small bulk, the
differience between the bulk and the value of the sub-
stance should not go beyond a certamm point.  Gold
would be extremely unfit to make small payments with.
A piece of gold of the value of siapence would be almost
as 1nconvenient a substitute for a silver sipence as a
diamond would be for a sovercign.  In the same manner
silver could not take the place of our copper comnage. Ia
India, whete there 1s no gold comage, the mconvenience
of carrying sufficient silver money for curient expenses
is very great, and leads many pcople to carry a cheque
book nstead of a puise, and pay for everything with
chcgjues.

The meaning of a Double Standard of Value, It is some-
tuncs proposcd that what 1s called a double standard
of value should be adopted. The meaning of the ex-
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pression “double standard” 1s, that it should be legal
to offer either gold or silver in payment of any debt,
no matter what the amount of 1t may be. There are
obvious disadvantages m this plan  Suppose that, ow-
ing Yo any circumstances, the value of silver declined
between the time when a debt was contracted and
when 1t was paid; 1t would then be to the advantage
of the person who had incurred the debt to discharge
it 1n silver instead of gold. But, as previously shown,
if the standard of valuc fluctuates between the incur-
ung of a debt and the payment of it, the terms of
every monetary contract are disturbed, and a most disas-
trous effect 1s produced on commeice. For example, 4
lends B £25, /2 pronusing to pay at the end of a year;
1t 15 quite possible that the rclative value of gold and
silver may have changed before the time arrives for dis-
charging the debt.  If 27 1s allowed to choose whether he
will repay the loan 1n gold or silver, he may avail himsclf
of any change that has taken place in the value of either
silver or gold. If gold has dechined in value, he can dis-
charge his debt in gold, if silver s less valuable, he may
pay his debt in silver. Hence, if there 1s a double
standard? the terms of cvery monetary contiact are hable
to be distutbed by the fluctuations in the value of two
substances, mstead of bemng influenced only by one, as in
those cascs where there 1s a single standard of value,
There is not a Double Stamdard in this Country. It may
be thought that as in this country there are gold, silver,
and copper coins 1 cuculation, there1s not only a double,
but a treble standard  This 1s not, however, the casc.
The silver and copper coinages arc subsidiary.  Their re-
presentative value 1s greater than their intrinsic value~ If
the silver contained in twenty shillings were melted down,
1its exchange value would be less than £1 sterling. The
English silver and copper coins are 1ssued and used be-



54 EXCHANGE OF WEALTH. [SECT.IL

cause they provide a convenient means of making small
payments ; but they are not legal tender beyond a certain
amount. No debt of more than 4os. can be dischaiged
n silver unless the creditor consents; and, in the sarte
way, no debt of more than 55 can be dischargéd n
copper-.

An Ilustration from M. Bastiat. With one more obser-
vation on the subject of money this chapter will be con-
cluded. An mmmense number of fallacies have been
committed under the 1dea that money 1s the sole source
of wealth. Evcry one has most likely observed that the
more money he has the richer he 1s, and this observation
has led to the conclusion that thc more money there 1s
in circulation the 1icher will be the community which pos-
sesses 1t The crror of this conclusion 1s well 1illustrated
by the following cxample of M. Bastiat —“ Ten men sat
down to play a game, in which they agrced to stake
1000 fiancs. Each man was provided with 10 counters,
each counter representing 10 francs. When the game
was fimshed, each received zs many times 10 francs
as he happened to have counters.  One of the party,
who was more of an anthmetician than a logician, re-
marked that he always found at the end of the game
that he was richer in proportion as he had a greater
number of counters, and asked the others if they had
obscived the same thing. ‘What holds m my case)
said he, ‘must hold 1n yows, for what 1s true of each
must be tiue of all” He proposed, theicfore, that each
should have double the former number of counters. No
sooner said than done. Double the number of counters
were distributed ; but when the party finally rose from
play, they found themselves no richer than before. The
stake had not been 1increased, and fell to be proportion-
ally divided. Each man, no doubt, had double the
number of counters, but each counter, instead of being
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worth 10 fiancs was found to be woith only 5; and 1t
was at length discovered that what 1s tiue of cach 1s not
always truc of all.”

QursTIONS ON CHAPIIR II.  On Moncy.

1 What aic the functions of moncy ?

2 Describe what 1s meant by a mcasuie of value; and
aive an illustration

3. Describe what 1s meant by a medium of exchange;
and gne an 1illustiation

4 Is the substance sclected as money necessarily gold
or silver?

5. What substances have been used at different times
and 1in different countries as moncey ?

6 FEnumerate the three qualitics which the substance
sclected as money should possess

7. Lixplam and illustrate the mmportance of cach of
these qualitics.

8. What substances possess these qualities in an emi-
nent degree?

9 What are the special disadvantages of using labour
as the stdndard of value?

10. What 1s meant by a “ double standard of value”?

11. What are the disadvantages of a double standard ?

12. Is there a double standard n this country?

13 Repeat the excellent example by means of which
M. Bastiat has illustrated the true nature of moncy.

1. In India there 1s no gold coinage. What should
you say was the effect of this on the modec of paying
small debts? If you had £10 to pay away in about ten
different shops, should you like to start out for the
purpose with 100 florins in your pocket ?
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2. Does a man who discovers a gold minc add to the
wealth of the country?

3. What would be the effect on the general wealth
if every onc suddenly found that the quantity of mondy
1n his possession was doubled ? )

4. Would buying and selling come to an end if all
the gold, silver, and copper in the world were destroyed ?

CHAPTER II1.  ZVe Value of Commod:tics.

Commodities, when considered in relation to their Value,
may be divided into Three Classes

1st.  Those which possess a monopoly value, and whose
supply cannot bc increcased ; such as the pictures of a
deccascd artist.

2nd. Those whose cost of production increases as an
additional supply 1s produced ; such as agricultuzal and
muneral produce.

3rd. Those whose supply can be incrcased without
increasing then cost of production, such as manufactuied
commoditics.

Cost of Production. In cnumerating these theee classes
of commoditics the expression ¢ Cost of Production” has
been employed. Mr Mill has defined “cost of production,”
as consisting mainly of wages and profits.  Prof, Cairnes,
however, has adopted a different definition, and one which
scems morce 1n harmony with the actual facts of the case :
he has shown that the #/timate clements of cost of pro-
duction are toil, abstinence and 115k, the first of which 1s
endured by the labourcr, the second by the capitalist, and
the third 1n varying proportions, by both the labourer and
the capitalist. ‘The reward of the toil and risk of the la-
bourer 1s wages ; the reward of the abstinence and nsk
of the capitahist 13 profits. It 1s evident that where the



CHAP. IL.] THE VALUE OF COMMODITIES. 57

competition of labour and capital 1s such as to cnsure that
the amount of wages and profits 1n all trades shall be
strictly proportionate to the toil, risk and abstinence en-
dured, that profits and wages ate the pecumary measute
of tife real cost of production, and n such cases 1t 15 a
matter of indifference whether i economic reasoning cost
of production 1s defined as consisting of wages and profits,
or of toil, abstinence and 1isk

Before particulansing the causes which regulate the’
value of the three classes of commodities above men-
tioned, 1t will be nccessary to enter into an explanation
of demand and supply in their relation to value. It may,
perhaps, simphfy the investigation 1if we usc the word
price instead of value.  There 1s no mnaccuracy n doing
this, because, as previously eaplamed, price 1s a par-
ticular case of value: the supposition must, howcver,
be made that any change n the price of a commodity
1s produced by some change in the value of the com-
modity itsclf, and not by any change 1n the value of gold.
Thus, 1f 1t 15 said that the price of tea has risen, 1t must
be supposed that this risc 1s produced by an increasc
in the value of tca, and not by a decrease in the value
of gold *

The effect of Demand and Supply upon Prices, It 15
often said that the price of a commodity depends on
demand and supply ; this is perfectly tiue, but the ¢xpres-
sion 1s sometimes used by those who could not clearly
define 1ts signification.  The real relation between prices
and demand and supply may be briefly expressed thus :—
The price of commoditiecs must be such as to equalise the
demand with the supply. As a general rule the demand
increases with a diminution of the price, and as the price
increascs the demand dimimishes.  Suppose, for instance,
that a housc 1s going to be sold by auction, and that there
are six persons who wish to buy 1t; they will compete
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against cach other for the purchasc of the house. The
price of the house will be gradually raised, until at length
five out of the six competitors retire from the contest, and
the house becomes the property of him who offers the
highest price for 1t, this price must be such as to cause
the other competitors to withdraw their demand. For,
if this be not the case, and if the other competitors offer
the same or a Ingher piice for the house, the contest will
be unconcluded. When, theicfore, there 1s free compe-
tition between the buyers and sellers of commodities, the
market price of any article must be such as to equalise
the supply to the demand. In the example just given six
persons, A, B, C, ), £, and /7, desire to purchase ahouse;
the price, thercfore, of the house 1s raised to such a point
as to oblige 7, C, D, /< and / to withdraw their demand ;
the only demand which remains is that of 4 ; the demand
1s therefore made equal to the supply.

It is howcver cvident that in such a case as that just
described, the price which the house fetches may be such
as to provide a greater reward for the capital and labour
engaged in building the house, than 1s current in the
tiade. If this 1s so the supply of houses will bg mncreased
as quickly as the cncumstances of the casc permit.  Dut
this mcreased supply will tend to reduce the prce of
houses to such a pomnt that the reward obtamed by the
labour and capital engaged in the tiade retuins to its
ordmary level.  In a smular way 1f the price which the
house fetches, yields less than the ordinary reward to
capital and labour, the master builders and labourers will
cmploy their capital and labour 1n other industrics - the
supply of houses will fall off, until prices return to such
a pomnt as to pay the capitahist and labourer the current
profits and wages of the trade.

Thus continual variation of market price, on either side of
the mormal price, or that regulated by cost of production,
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has been compared by Mr Mill to the perpetual fluctua-
tion of the waves of the sea, “The sea everywhere tends
to a level, its surface is always ruffled by waves, and
offen agitated by storms. It 1s cnough that no pont, at
least in the open sea, 1s permanently higher than another.
Iach place 15 alternately elevated and depressed ; but the
ocean preserves its level.”

The circumstances which regulate the Price of the first
of the three classes of Commodities. It has just been
stated that when cexceptionally lngh profits are realised
by the sale of any particular commodity the supply of 1t
is stimulated, and that an effect 1s thus produced which
reduces profits and prices to their natural rate.

There are, however, some commodities the supply of
which cannot be incrcased, however high a price they
reahse.  The pnces, therefore, of such articles as the
prctures of the old masters, ancient sculptures. the wine
of any particular vintage, rarc prints and books, ncver
permanently approsmmate to the ongmal cost of pro-
ducing them.  What, then, 1t may be asked, regulates
the price of such commoditics 7 As previously evplained,
the price of these articles must be such as to cqualise the
demand with the supply. 1o some this may scen im-
possible, for 1t may be sad that every one would hike to
possess once of Raphacel's pictuies, the demand, therefore,
15 mdefinitely large, whilst the supply 1s small and sta-
tionary. It now becomes nccessary to detime what 1s
meant by demand ; 1t cannot he merely the desire to pos-
sess the commodity, for nearly every one would desire to
possess a Raphacl  Desire for a commodity does not
constitute demand unless 1t 15 combined with the power
of purchasing; this combination of a wish to possess
with a power to purchasc has been aptly called “cffectual
demand.” Ttis this effectual demand only that exercises
an 1nfluence on prices. Here, then, we see two things,
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demand and price, each depending on the other. The
demand depends on the price, as the price increascs the
demand decreases ; and the price depends on the demand.
The supply 15 a fixed quantity ; the equality ulumagcl)’ to
be produced between the demand and supply cannot be
accomplished by increcasing the supply, it must therefore
be produced by increasing the price to such a pomnt that
all demand 1s withdiawn save that which 1s equal to the
supply. Let 1t be supposed that a picture of a deceased
artist 1s offered for sale. If the price were fixed at 4100
perhaps thousands of people would wish to buy 1t ; 1if the
price were raised to £500 the demand nught be reduced
to fifty pcople; 1if the prce were still further raised to
£ 1000 the demand might be reduced to ten persons, who
would keenly compete against each other for the posses-
sion of the pictuie  Finally, the price nught be pushed
up to £1800, and the demand might be reduced to that
of two individuals, 4 and 7. B has perhaps decided not
to give more than £ 1900 for the picture, whereas /44 might
be willing to give as much as £2o000. The price, there-
fore, will be fixed at some point between £ 1900 and £ 2000.
‘What this point shall be, 1s determined by what Adam
[ ]
Smuth termed the igghing of the market  The owner of
the picture may know that .4 will give £ 2000 rather than
lose the pictuie; whercas 4 may not know that /' has
determined to give no more than 1900  In such a case
the owner of the picture may induce 1 to give him £ 2000
for 1t 5 but 1f 1 knows that 72 will only offcr £1900, and
that the owner of the picture 1s deternmned to sell, he
will of coursc offer a sum only slightly exceeding £ 1900.
We may suppose this sum to be £1910. At this point
the effectual demand 1s equal to the supply ; for & with-
draws his demand when the price exceeds £1900, and
the only demand which remains 13 that of 4, who be-
comes the possessor of the picture,
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Every article which has an exchange value is characterised
by two qualities, viz.: Value in use, and Difficulty of ob-
taining it.

¥he 1inquiry into the causes which regulate the price of
such 8 commodity as a picture of a deccased artist 1s not
yet exhausted. It may be asked, Why should A be will-
1ng to give 42000 for the picture whilst /2 will only offer
£1goo?  This question leads to a further mvestigation of
the clements of value. The cxchange value of every
commodity 1s mfluenced by two circumstances; 1its in-
trinsic utiity or value n use, and difficulty of attan-
ment.,

Under the first head, value in use, are compichended
those qualitics which satisfy some want or gratify some
desire.  Both these clements are piresent 1 cvery com=
modity which has an exchange value. Where difficulty of
attamnment 1s absent, an article however indispensable or
beautiful, possesses no exchange value.  Thus air, though
mdispensable to hife, ordinarily possesses no exchange
value, because every onc can obtain without difficulty
as much air as he requires. But the air in a diving-bell
has an exchange value, because 1t would be impossible to
obtam 1t Without an expenditure of labour and capital.

The most beautiful flowers have no exchange value in
the mcadows and woods where they grow, because there
every onc can obtain as many of them as he pleases.
But they possess exchange value when they are brought
into towns, for here the element “difficulty of attainment”
agan becumes active.

On the other hand, where “value 1 usc” 1s absent no
commodity has an exchange value, however difficult 1t
may be to obtain, for no one will purchase that which
neither satisfies a want nor gratifies a desire.  The top
brick in the chimney would have a large supply of “diffi-
culty of attainment,” but its value mn use would not be
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more than that of any other brick, and therefore it would
not have more exchange value.

The price of commoditics 1s mfluenced m different
degrees by these two cluments.  “ Difficulty of attadn-
ment” generally exerts more mfluence 1 regulating the
price of an article than “value i use” I or instance,
the value 1n use of a pair of boots 1s so great, that pro-
bably few would dispense with them if they cost five
gumeas a pair.  But in this casc the element “value 1n
use” 1s only partially opcrative, and the price 1s almost
entircly deteimuned by “difficulty of attainment.,” 1t
must however be remembered that value 1n use 15 always
present, otherwise the article would command no price
whatever It has been explamed that “cffectual demand”
consists of a wish to possess combined with a power to
purchase. It 1s this effectunl demand which influences
the price of commodities It 1s evident that “a wish to
possess” any article 1s absolutely controlled by its value
n usc, that 1s, 1ts power to satisfy some want or gratify
some desne. The power to prichase any article 1s, on
the other hand. controlled by the difficulty of its attan-
ment  Thus, 1f a man came to me and offered to sell me
100 heaises, a great bargamn, I should not be 1% the least
mchined to close with him, because the hearses would
have “no value m use” to me, and therefore 1 should
have “no wish to possess” them  On the other hand, 1if
T knew that on a certaun day such pictures as the Rem-
biandts 1 the National Gallery were going to be sold
by auction, I should not therefore think 1t possible that
1 could become the possessor of one of them. My “de-
site to have” them would be very great ; but “the power
to*purchasc” would be entirely absent, because the “diffi-
culty of attammment” of such trcasures would send the
price up far beyond my 1each.

In the previous example of the causes which regulate
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the price of such a commodity as one of Raphael’s
picturcs, the element “value 1 use” 1s more operative
than “ difficulty of attainment” The difficulty of attain-
ment 15 the same to A and £, the supply 1s absolutely
Lnut?d, the price 1s thercfore detetmined by the pecumary
value which A and 2 1espectively set upon the gratiication
they will derive from possessing the picture It 1s impos-
sible here to analyse the causcs which make 1 fix upon
42000 as the pecuniary value of the pleasuie he will
derne from the picture, wlilst 2 thunks his desue for it
15 not worth more than £1goo. It 1s quite possible that
cach possesses an cqual desire for the picture, and that
1t would afford them both an equal amount of gratifica-
tion ; but 2 may be a less wealthy man than 4, and he
may thercfore not feel justiicd 1 spending an equally
large sum 1n the purchase of the picture.

It 1s therefore cvident that the price of an article, the
supply of whichis absolutcly limited, 1s mainly determined
by the pecuniary value which certain individuals set upon
1ts power to satisfy some want or giatify some desire ;
difficulty of attainment 1s not however absent, even 1n this
casc ; because the price dimmnishes as the difficulty of at-
tanment fcereases, and would cease to ewst if difficulty
of attainment were entirely absent.

The price of agricultural produce. The causcs must
now be examined which 1cgulate the price of those com-
modities whose supply can only be mcreased by a greater
proportional outlay of labour and capital, and which
therefore become more expensive as the supply 1s 1n-
creased.  Agricultural produce 1s the most important of
the commodities belonging to this class; but it also
includes the produce of mines and of fisheries. In order
to caplain what 1s meant by an article necessarily be-
coming more expensive as 1ts supply is increased, let 1t
be supposed that a party of enngrants form a village, and
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that they select, as they naturally would, the most fertile
ground available for their purpose. We will also suppose
that this village consists of fifty persons, and that all the
food which they require 1s raised on the fertile land irn-
mediately surrounding their settlement. In the course
of a few years the population of the village increases
from 50 to 150; 1t 1s therefore evident that the commu-
nity requires three times as much food as it did when first
1t was formed. Where 1s this increased supply of food to
come from? It 1s replied,—by going a few mules out of
the village there 1s abundance of fertile land fiom which
the additional food can be supphed. This 1s quite true ;
for we have given the village the advantage of placing it
1n the mudst of a fertile district  But the food which 1s
raised a few miles out of the village will not be brought
to market at so small a cost as that which grows close at
hand. The cost of carriage must be paid for by the con-
sumers Suppose that wheat grown mmmediately on the
confines of the village had been sold at 10s. a quarter;
the corn raised on equally fertile ground at a few miles’
distance could be grown at a simular cost ; but the labour
of conveying this coin to the place where 1t 1s required
must be remunerated, and 1t may be supposel that the
rate of remuncration 1s 94. a quaiter. When therefore
the corn reaches the village 1ts price 1s 10s. 94 a quarter,
The price of all the corn consumed 1 the village will
therefore be raised ; for those who own the land imme-
diately joming the village will not continue to sell theiwr
corn at 10s. a quarter when corn in no way superior to
theirs realises 105. 9. In this example 1t has been sup-
posed that the community 1s surrounded by an abundant
supply of equally productive land, and that therefoie when
an increased supply of food 1s 1equired the only additional
cost incurred 1s the expense of carriage. But 1t is casy
to perceive that the increased labour of obtaining an
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addiuonal supply of food would be greatly augmented
if 1t were necessary to resort to land not only less con-
venicntly situated but also less fertile. Every quarter
of‘com grown on land of infenor productiveness might
requne thirty per cent more capital and labour to pro-
duce 1t and bring it to market, if thus weare the case the
price of corn throughout the commumty would be -
creased thirty per cent.

There 1s yet another case to be considered, in which
the additional supply of food could not be provided ex-
cept at a much grcater cost  Supposc that the village
commumty wcre scttled on a small 1sland, or 1n a moun-
tamn valley shut in by 1ocks, wheie an extended airea of
cultivable land was not attamable  “The additional supply
of food which the mcreased population of such a village
would requuie could only be obtauned by mmproving the
cultivation of the land alrcady under the plough, by an
increased application of labour and capital. It 15 how-
ever well known that after a certain pownt, even with the
advantages of improved machinery and scientific farming,
double the amount of capital and labour docs not double
the produce, and the cost of the mcreased quantity of
food mwht very possibly be twice as much per quaiter as
that which was formeily 1equued by the smaller popu-
lation.

The growth of population tends to increase the price of
food. From thesc examples 1t 15 seen that the increased
demand for food caused by an increased population
cannot be satisfied without ncreasing the cost of the
production of food , mn other words, an mcicasce of popula-
tion exerts a direct tendency to 1aise the price of agni-
cultural produce. The supply must be made equal to the
demand, the demand incrcases with the growth of
population, and an increased supply cannot be obtamed
but at a greater cost, The teudency of the growth of



66 EXCHANGE OF WEALTH. ([SECT. 1L

population to increase the price of agricultural produce
can be to some cxtent counteracted 1n two ways :—

1st. By the importation of agricultural produce from
other countries. J

2nd By umproved agricultural machinery, and by
the application of chemical discoveries, such as powerful
manurcs.

The influence exerted by the first of these counteracting
causes has n our own country becn very great. Not-
withstanding a vast mncrease 1n our population since 18417,
the piice of corn has not matenally increased. The
repeal of the corn laws 1n 1846 has rendcered the existence
of this increased population possible. The corn laws, by
mmposing a heavy duty upon all corn imported 1nto this
countiy, greatly checked the importation of food fiom
forcign countries, and made the population of England
mainly dependent on the supplies of corn that could be
grown at home. llence an incrcase in population exerted
its full effect i rawsing the price of agnicultural produce,
If the coin laws had not been repealed the growth of
population must have been checked ; had 1t continued
to mcrease corn must have risen to a famune price.  One
may form some estunate of the effect of increased popu-
lation upon the price of food by considering those
commoditics which cannot be, to any considerable extent,
imported. The price of mulk and of butcher’s meat has
steadily and of late ycars rapidly increased ; and if the
population goes on creasing, there 1s no doubt that
these commodities will get dearer and dearer, unless the
effoits to provide the IEnghsh market with preserved
meat from Australia, and with condensed milk from
Switzerland, prove more successful than they have hither-
to been.

! The population of England and Wales increased between the
years 1841 and 1871 from 15,914,148 to 22,712,266,
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A summary of the laws governing the price of Agricultural
Produce. The following is a brief summary of the causes
which regulate the price of agricultural produce.

® An equality must be effected between the demand and
the Eupply. When the demand 1s 1n excess of the supply
the equality cannot be restored, as with some other com-
modittes, by withdrawing a coriesponding portion of the
demand. For the demand for the necessaries of hife
must always bear a proportion to the number of the po-
pulation, The demand for such a commodity as bread
does not vary mn an inverse ratio with its price. People
must either cat or die, whether bread 1s dear or cheap;
the effect therefore of the price of bread upon the demand
for 1t 1s very small, for pcople are obhged to rehnquish
every unnccessary expendituie before they dimimish their
demand for bread. It was said above that the demand
for necessaties could not be withdrawn in the same man-
ner as a demand for other commodities. This 1s true,
it cannot be withdrawn in the same way ; but 1t can be
and 1s diminmished by starvation and semi-starvation.
But this means of reducing the demand necessarnly di-
muinishes the number of the population, so 1t still remains
true that the demand for necessaries must always be pro-
portionate to the number of the population, When,
therefore the demand 1s 1n cxcess of the supply, equality
is restored, not by decreasing the demand, but by mn-
crcasing the supply. In order to incrcase the supply
resort must be had to less fertile or to less conveniently
situated land. When this is done the additional quan-
tity of food 1s raised at a greater expenditure of labour
and capital; in other words, the cost of production is
increased, and prices consequently rise. It is therefore
seen that, as regards the necessaries of life, the demand
does not depend on the price, but the price depends upon
the demand; that 1s to say, the price depends, other

3—2
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things being equal, upon the number of the populatior.
It should, however, be pointed out, that counteracting
circumstances often prevent a rise in the price of food
corresponding to the incrcase of the population. ,Fr'ee
trade, for instance, and other agencies, have prevented a
rise in the price of wheat at all commensurate with the
increase of the population of England during the present
century.

The productions of Mines and Fisherles. \What has been
stated with regard to agncultural produce 1s also true
with regard to the produce of mines and fisheries.  When
an increased demand for fish takes place the demand s
satisfied by resorting to less productive or more distant
fisheries ; hence the cost of production (that 1s the labour
and risk incident to production) 1s mncreased, and prices
rise. The rccent great rise in the price of coal may in
great part be traced to sumilar causes. An extraordinary
activity 1n the 1ron trade n the years 1871—2 caused
a great increase 1n the demand for coal. This demand
had to be satisfied by resorting to seams of coal which
were less productive, and conscquently more costly than
those that were formerly sufficient to satisfy the demand.
Hence the mcrcased demand could not be met except
at a largely increased cost. The sudden rise n price
was not produced, as 1t secms sometimes to be supposed,
by the mncreased wages paid to colliers ; the nise 1n wages
followed the rise in prices. The men took advantage
of the exceptional activity of the trade to demand and
obtain lugher wages. The demand for coal has already
(1874) considcrably dechined, conscquently the seams of
coal which were most costly to work, in proportion to
thewr productiveness, are ceasing to be worked, and
prices are decliming.

The Laws which govern the Price of Manufactured Commo-
ditles. When illustrating the gencral theory of value the
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laws regulating the price of manufactured commoditics
were referred to; but 1t may be desirable more fully to
explain their nature, for manufactured articles are those
whose supply can be increased without increasing their cost
of pfdduction. They therefore form the third of the classes
nto which commodities are divided in respect to therr price.
It has been previously stated that the price of such
commodities 1s governed by their cost of production, n so
far as free competition caists among their producers. It is
now necessary fully to explain of what clements their cost
of production 1s composed. It may perhaps be thought
that the price of manufacturing produce 1s governed by
the same laws as those which regulate the price of agri-
cultural and mining produce. For the materials of which
manufactured commoditics are made are always derived
from the land. A piece of linen cloth 1s composed of
flax; it may thereforc be thought that as an icreased
supply of linen 1s produced, the cost of producing it must
be augmented, because the raw matenal of which 1t 1s
composed will gradually become more expensive. The
price of the raw material no doubt forms a part of the
price of manufactured commoditics; but with most
manufactfres 1t does not form an umportant part. Take
the mnstance of a piece of cotton cloth. The number of
processes which the cotton goes through 1s so great that
the price of the raw material forms but a very small part
of the cost of producing the cotton cloth The raw
cotton 1s grown in America; 1t has to be packed on board
ship, and conveyed across the ocean to liverpool ; when
it arrives 1n England 1t goes through almost inumerable
processes, carried on by different classes of labourcrs, all
of whom have to be remunerated ; the capital also which
is required for carrymng on these various proccsses must
be replaced and rewarded by the ordinary rate of profit.
The principal Element of Cost of Production. It 1s
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therefore seen that the principal element in the cost of
producing a manufactured commodity 1s labour ; the ab-
stinence of the capitalist is also an important component
of the cost of production ; the influence of the price of the
raw material 15 in most cases of minor consideration as
compared with the cost of labour and abstinence. The
price realised by the commodity must be, as previously
explamned, such as to yield a sufficient inducement to the
capitalist and the labourer to continue ther exertions.

It very often happens that the cost of the production
of manufactured commodities not only does not increase
but actually dmunishes when the supply 1s increased.
‘When production 1s cariied on on a large scale, many of
the processes of manufacture can be ccononused. Steam-
power, 1n nearly all cases where 1t can be apphed, effects
a great saving both of capital and labour. Unless, how-
ever, therc 1s a laige system of production steam-power
cannot be successfully introduced. Hand-loom weaving,
for instance, could never have been superseded by steam-
power and machinery, if production on a large scale had
not taken the place of producticn on a small scale. As
a rule, the expenses of cairying on business do not in-
crease 1n proportion to the quantity of busifiess done.
The same buildings can very often accommodate an
increased number of wortkmen. The overlooker and the
designer can superintend and direct the labour of a large
number of workmen as well as that of a smaller number.
The bookkeeping department does not require a propor-
tionate 1ncrease of clerks and accountants when business
transactions arc doubled or trebled. It 1s also obviously
much easier to have complete division of labour where
production 1s carried on on a large scale. For instance,
when the hand-loom was used, all the processes of weav-
ing cloth were performed by one individual. Now each
process 1s performed by a separate sct of workers, and
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production is thereby greatly assisted. A small capitahist
who carries on a liited trade cannot afford to purchase
expensive machinery, because he would not be able to
keep it in full work ‘There arc some commoditics for
whicl? there 1s a very limited demand, the cost of whose
production would be grcatly dimmshed if a largely-
increased supply were wanted A remarkable instance
of this 1s afforded by the manufacture of small rowing
boats. A machine has been invented for the manufac-
ture of these boats which would cffect a reduction m
their cost of 30 per cent. The machine has not, how-
cver, been adopted by boat-builders, for this 1cason ; the
machine works so rapidly that 1t would soon tuin out
more planks than are required for all the boats buwilt 1n
a year. If, therefore, a boat-builder went to the expense
of buying onc of these machines he would most likely
not requirc to keep 1t at work moic than onc month
in the year. Dunng the cleven remaming months the
machine would be lying idle, and not returmng any profit
to 1its owner. This machine will thercfore probably never
be used unless the demand for boats should very largely
increase ; or unless all the boats required 1m scveral coun-
tries coul® be made by the same builder,

Cost of Labour to the Capitalist does not vary with the
amount of wages. It must be borne in mind that the cost
of labour to the capitalist doés not always vary with the
amount of wages which he pays his men; 1t vanes mn p1o-
portion to the work done as compared with the wagcs
given. For instance, 1t 1s wcll known that shilled, and
therefore highly-paid labour, 15 more 1cmuncrative in
such a business as watch-making or glass-blowing than
unskilled labour, the former 15 therefore less costly than
the latter, although the wages of the unskilled workman
may be only half as much as those of the skilled work-
man. When some 1ailways were bang made m Fiance,
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it was found by Mr Brassey, the great railway contractor,
that it was to his advantage to bring over large numbers
of Enghsh navvies, for although they recewved twice as
large wages as the French navvics, they did more thun
twice as much work. The labour of the Enghshmah was
thercefore not so costly as that of the Frenchman, although
the Englishman's wages werc double those of the French-
man.

There is another aspect in which the effect of the effici-
ency of labour may be considered. The increased effici-
cncy of labour 1s capable of conferring a vast benefit upon
the labourers themsclves. ]ncrcascd efficiency significs
that a given quantity of capital and labour becomes more
productive of wealth. If, theiefore, prices remain un-
changed, the profits of capital and the wages of labour
may both be mcrcased by the increased efficiency of
labour. Supposc that cducation increased the cfficiency
of the labour of the agricultural peasant. It might very
possibly have this effect by making him more intelligent,
more tiustworthy and more sober. Ilis employer could
in this case mcrease his wages without decreasing his
own profits and his landlord’s rent, and thhout raising
the price of agncultwral produce.

The Profits of Capital. It will not be possible here to
state the various agencies which produce the average
rate of profit at different times and 1n different countnes.
The subject will be dwelt upon n a future section on the
distribution of wealth., It 1s sufficient here to state that
causecs arc constantly i operation which tend to make
the interest of capital in all trades in the same country
and at the same time approximate to an average. When
capital appears permanently to realise higher profits
onc trade than in another, these additional profits ought
not n strict accuracy to be looked upon as profits of
capital ; they arc cither wages of labour, compensation
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for risk, for the disagiecablencss of the occuph =
its dishonourable 1eputation. When all these «
causes are removed, 1t will be found that the
capital tends to an equality.

The nature of capital has been alrcady cxplained ; it is
now therefore sufficient to state that the piofits of capital
are the share of the wealth, produced by the jont agency
of land, labour, and capital, which 1s allotted to capital.
The amount of this 1eward differs at different times and
in different nations. In some countiics capitalists obtam
a clear return of £10 a year upon every 4100 which they
invest in trade ; besides what they receive as compensation
for risk and as wages for supetmtendence. When this s
the casc the rate of interest 1s said to be 10 per cent.
In most countries the avcrage rate of imteiest 15 much
lower; in England 1t 1s about 3] per cent.

The relation between Profits and Prices It must always
be remembered that the 1ewand of the capitalist and of
the labourer (z.e. then profits and wages) must be con-
tamed 1n the price of the commodity wlich they have
combined to produce. This price must (f the manu-
facture is to be continued) be sufficient to yicld to the
capitalist @nd labourer the rate of piofits and wages
current 1n the trade at that time. If the price is less
than this the labouwrer and capitalist would carn more
by engaging m other industrics, and the production of
the commodity would be checked. Thercfore any cn-
cumstance which raises the rate of profit current in a
country, or which raises the rate of wages m any pai-
ticular trade without incicasing the cfficiency of labour
and capital, will cause a higher puce to be paid for the
commodity produced.

It will however be obvious on a brief consideration
that the rate of profits and wages will be n the mam
dependent on the cfficiency of a gncn excrtion of capital
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and labour resulting in a large production of commodities.
‘When this is the case cost of production 1s low, wages
and profits are high, and prices may be low. It 1s thus seen
that high profits do not always accompany high prices, gor
low profits low prices. Suppose, for instance, thata vil-
lage carpenter invents a machine which increases the
productive power of his capital and labour 50 per cent.
Where he before made ten boxes or ten tables, he 1s now
able to make, by the same expenditure of capital and
labour, fiftcen boxes or fifteen tables. It 1s evident that
unless prices decline he will realise 50 per cent. more as
a return to his capital and labour. His wages and s
profits have both increased ; and the cost of production
has decreased. It s not, however, probable that he would
be able permanently to retamn the whole of the advantage
of lus invention, ‘The increased supply of boxes, chairs,
tables, etc, would ulimately cause a 1eduction of price.
The demand, 1t has often been repeated, must be made
equal to the supply. ‘The supply 1sin this casc increased
50 per cent. It may be supposed that the supply was
cqual to the demand beforc this increase took place.  The
carpenter will theiefore find 1t necessary to reduce the
price of lus manufactures, if he desires to findscustomers
for them. He may perhaps find by experience that a
1eduction of 15 per cent 1n the price 1s sufficient to scll
all his stock. He therefore parts with this portion of the
advantage produced by his invention, and 1etains an
addition to his own wages and profits of 35 per cent. In
this case wages and profits are both increased, whilst
the cost of production and ultimately prices are di-
minished.

In the case just investigated it has been supposed that
the village carpenter who invents this machine has no
rival, of his own trade, in his locality. But suppose there
were three or four carpenters in the same village ; they
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would as soon as possible procure similar machines ;
the supply of chairs, tables, etc. would be very largely
increased. Each carpenter, in order to find purchasers,
weuld try to underscll the others, and finally they might
be imduced to part with the whole of the advantage of the
vention to their customers ; the wages and profits of the
carpenters would return to their former level, and prices
would be reduced 50 per cent. This example shews :—

1st, That when the efficiency of labour and capital are
increased, wages and profits risc, and the cost of pio-
duction 1s diminished.

2nd, That when this increased cfficiency takes place
wages and profits may risc, simultancously with a decrcase
1n prices.

3rd, That where frec compectition exists between
capitalists on the one hand, and labourers on the other,
the whole benefit arising from the increased efficiency of
capital and labour 1s gencrally gained by the consumer.
That 1s to say, that increased efficiency decreases prices,
and does not permanently raise the wages of labour or
the profits of capital.

It should be here pointed out that although increased
efficiency Benerally operates in reducing the price of the
particular article in question, and docs not raise the
money wages of labour or the profits of capital, yet 1f the
article cheapened by the invention be one which enters
mnto the consumption of labourers and captalists, the
real reward of labour and capital 1s increased ; that 1s to
say, the money distributed m wages and in profits has a
greater purchasing power. If the article chcapened be
boots, the wages of labour, though remaiming at the
same sum, would in reality be increased, because the
same amount of money would exchange for an incrcased
number of commodities. In the manner just indicated
capitalists and labourers have benefited by the application
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of steam to industry. The advantage of the immense
addition which was thus made to the efficiency of capital
and labour could not be permanently retained by the
labourers and capitalists 1n the form of a umversal in-
crease 1n wages or a higher general rate of profit. €om-
petition of other labourers and capitalists prevented that.
The ultimate benefit which they derived from the 1n-
creased efficiency of labour and capital was 1n the conse-
quent reduction 1n price of nearly all manufactured com-
modities. This point will be hereafter further explained.

A summary of the effect of Demand and Supply on Prices.
The following is a brief summary of the manner in which
the prices of the three classes of commodities above enu-
merated ate acted upon by demand and supply. It must
be borne i nund that the price in the case of all these
commodities 1s adjusted 1n such a way as to cqualise the
demand with the supply.

In the case of the first class of commodities, those
whose supply is absolutely limited, the supply 1s made
equal to the demand by raising the price to such a point
that the demand exceeding the supply 1s withdrawn,

In the case of the second class of commodities, whose
supply cannot be incieased without increasitg cost of
production, the demand (owing to the great proportion
of this class being composed of the necessaries of life)
cannot be greatly reduced : when therefore the demand 1s
in excess of the supply, the supply must be increased.
This cannot be done without increcasing the cost of
production, and m oider to recompense this increased
cxertion of labour and capital, prices rise.

In the case of the third class of commodities, whose
supply can be indefimtely increased without incieasing
their cost of production, when the demand is 1n excess of
the supply, prices rise, and a portion of the demand 1s
withdrawn ; but this manncer of equalising the demand to
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the supply is only temporary; when the price of a com-
modity rises above what is necessary to provide the
current rate of wages and profits to its producers, pro-
dAction is greatly stimulated. This increased production
incrdases the supply, and prices fall ; the adjustment of
the supply to the demand ultimately taking place by
means of an increased supply.

Having now investigated the causes which regulate
the prices of the three classes into which commodities are
divided, the next chapter will be devoted to an expla-
nation of the value of money.

QUESTIONS ON CHAPTER 111, Z%e Value of Commoditics.

1. Into what classes are commodities divided in rela-
tion to their value?

2. What 1s “cost of production™?

3. What are the principal elements of cost of pro-
duction as stated by Mr Mill ?

4. What other defimtion has been given by Prof,
Cairnes of cost of production ?

5. What 1s the accurate explanation of the expression
“that prices depend upon demand and supply ”?

6 Give an 1illustration of the manner in which the
adjustment of prices equalises demand and supply.

7. Explain the manner in which the tendency is
excrted to make the market price of a commodity approx-
imate to a sum just sufficient to yicld the current rate
of wages and profits to the labourcr and capitalist who
produce 1t.

8. This approximation takes place only when the
supply of the commodity can be incrcased. In what
manner is the price of those commodities adjusted, the
supply of which 1s absolutely limited?

9. What is “ effectual demand”?
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10. By what two qualitics 1s every article characterised
which has an exchange value ?

11. Are these qualities always present in the same
degree? o

12, Guve illustrations !

13. Which quality 1s the more active in determining
the price of such a commodity as one of Raphacl’s pictures?

14. What are the principal of the commodities which
become more expensive as their supply 1s increased ?

15. Shew, by an illustration, the opcration of the
causes by which an additional supply of food must be
produced at a greater proportionate expenditure of capital
and labour.

16. What causes a demand for an additional supply
of food ?

17. What circumstance thercfore has a stronger tend-
ency than any other to incicase the price of food ?

18. How 1s this tendency somctimes counteracted ?

19. Mention some other commodities which are sub-
ject to the same laws as those which regulate the price of
agnicultural produce.

20. Name the last of the three classes into which com-
moditics arc divided 1n respect to thewr value.  ®

21. Aic the laws which govern the price of manufac-
tured commoditics the same as those which regulate the
price of agricultural produce?

22, Explam the 1cason of the difference existing be-
tween them.

23. lllustrate the manner in which the price of manu-
factured commodities 1s somectimes decreased when the
supply 1s augmented.

24. In what manner does cfficiency of labour act upon
cost of production ?

25. What is the connection existing between wagcs,
profits, cost of production, and prices?
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26. Shew by an illustration that, under certawn cir-
cumstances, profits and wages can both be raised without
increasing prices.

‘27 What practical conclusion can thercfore be drawn
respcctm" the connection of prices with the rate of profit
and the wages of labour?

28. When theie 15 a general mcrcase of efficiency of
labour and capital, 1n what way do labouicts, capitalists
and consumers bencfit ?

29. Give a summary of the laws wluch regulate the
price of articles of vertu, agricultural produce, and manu-
factured commodities,

1. 1f the poor people took to cating grass, could the
baker increase the size of his penny loaf?

2. What view of cost of production 1s taken by Hood
n the lines :—

¢“Oh men with sisters dear, men with mothers and wives !

It o't inen you're weanng out, 1’s human acatwe’s lives,”

3. If the cost of producing food remams the same,
what will be the effect 1f the population of Lngland gocs
on doubling 1tself every 6o ycars?

4. 1f a machine 1s mvented that greatly facihitates the
production of a particular commodity, do you think the
inventor should take out a patent for it, and thus sccure
the advantages to himself instead of allowing, by the
effect of competition, the consumers of the commodity to
obtain all the benefit of the invention ?

5. It has been said that the demand for a thing in-
fluences the price of it. Does the desire of a pauper to
have a carriage influcnce the price of carriages?  And if
not, why not?

6. If some imexpensive means could be invented for
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sending good beef and mutton from Australiato England,
what effect would 1t have on my butcher’s bills ?

7. Suppose meat were cheaper, and my butcher’s bills
were consequently reduced one-third, should I be pér-
manently any better off, if about the same time I had
nine people to keep instead of six ?

CHAPTER IV. On the Value of Jloney.

It is not at all an uncommon thing to hear people talk
about the price of money, This cxpression is very often
uscd respecting the rate of interest ; when those who
borrow money have to pay for the loan a laige sum over
and above the amount they receive, the price of money,
or the rate of interest, 1s said to be huigh,  'When borrowers
only pay a small sum for the use of thc loan the price of
moncy, or the rate of interest, 1s said to be low. It will
however, be shewn that, apart fiom 1ts commercial significa-
tion, the expression “the price of money ” has no meaning
whatever. It has been said 1n a former chapter that the
value of a commodity 1s 1ts exchange power, or the
number of other commodities for which 1t will exchange.
It was then explaned that price 1s a partitular case
of value, that 15, the value of a commodity estimated in
money. When therefore the price of money 1s spoken of,
n any other sense than that indicated above, 1t 1s equiva-
Ient to mentioning the value of money estimated in money.
This 1s, of course, a foolish expression; 1t might as well
be said that the price of ten pounds was ten sovereigns,
or that the price of a shilling was two sixpences. It 1s
impossible to measurc the value of a commodity by com-
paring 1t with 1tsclf,

The value of Money. The value of money is its exchange
powel . when money exchanges for a large quantity of
other commodities, or in other words, when prices are low,
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the value of money is high; when money exchanges for
a small amount of other commodities, or in other words,
when prices are high, the value of money is low.

*The value of Money is regulated by the same laws as those
which determine the value of other mineral produce. It 1s
sometimes erroncously supposed that the value of money
1s 1nvariable, because an ounce of gold can always be
cxchanged for the same amount of monecy. Whether
prices are high, or whether they are low, an ounce of gold
can always be exchanged at the Mint for £3. 17s. 104d.
Those who think that this fact proves the value of gold
to be unalterable would also be hikely to believe that the
value of land 1s unchangeable, because an acre of land can
always be divided into four plots of a quarter of an acre
each, The fact that an ounce of gold will always ex-
change for £3. 17s. 10}d. only shews that an ounce of
gold will divide into three sovercigns and that part of a
sovereign which 1s represented by 17s. 1034,

It must be borne 1n mind that the value of the precious
metals 1s regulated in the same manner as the value of
other mineral products. The value therefore of the
precious .metals 1s adjusted by an equalisation of the
demand with the supply. As the demand increases the
value rises, and the production of an increased supply is
also stimulated. If this increased supply is obtained
from less productive sourccs, the cost of production will be
increased and the value of the precious metals will be
augmented. If however the increased supply 1s obtained
by the discovery of more productive mines, the cost of
production will be reduced and the value of the precious
metals will dimimish. The yield of silver from America
has of recent years been enormously increased owing to
the discovery of very productive mmes, From the years
1849 to 1858, the yield of silver from American mines was
of the value of 410,000 per annum. About the year 1861
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the yield began largely to increase, and in the year 1873
it had reached the enormous value of £7,150,000. This
and some other circumstances have caused a serious fall
in the value or purchasing power of silver, and is occasiox-
ing grcat anxiety and inconvenience to those couniries
which, like India, have silver for their standard cuirency.
It does not affect the value of the English currency,
because our silver comns are merely tokens ; twenty shil-
lings have never contained a value of silver equivalent to
the value of the gold contained in a sovereign. Gold is
our standard currency, and is the only legal tender for
the payment of debts of more than 4os. 1n amount. The
value of silver has already declined } or nearly 17 per cent.
That is to say that 6 rupces can now only purchase
the same amount of commodities as could formerly be
purchased for 5 rupees. The inconvenience to the
government of India ariscs from the fact that while their
expenditure for stores etc. must be largely increased, the
principal item of their revenue, the rent of land, is fixed
by law 1n pecuniary amount and cannot be increased

The circumstances which influence the Demand for Gold
and Silver. It has been previously explained that the de-
mand for a commodity 15 regulated by its value! To this
rule money 1s no exception. To carly on a given amount
of business about fifteen times more silver would be needed
than gold. and why? Because silver 1s fifiecn tumes less
valuable. The quantity of money required m any country
will depend partly on the cost of 1ts production, and partly
on the rapidity of 1ts circulation. The principal use to
which gold and silver are devoted 1s the formation of
money ; but they are also used 1n many processes of art
and manufacture. The demand which each country has
for gold and silver therefore depends on their value ; on
the national wealth and population ; the number of times
commodities are bought and sold for money; and the
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activity of the arts and manufactures in which gold and
silver are required.

When 1t 1s said that the demand for money depends on
tlre national wealth, 1t must not be supposed that the
wealth of a nation can be accuratcly measured by the
amount of gold and silver which 1t keeps 1n circulation.
The wealth of an individual is not measured by the
quantity of money which passes through lus hands. He
uses various substitutes for money, such as cheques and
bank-notes, for ncarly all his larger payments ; but he is
obliged to use moncy for lhis smaller payments ; for
paying servants and labourers, and for defraying daily
expenses, such as cab farcs and hotel bills. It s there-
fore seen that, though the amount of money used by an
individual 1s not by any mecans a mecasure of lus wealth,
still his demand for money generally bears some propor-
tion to his wealth; as his wealth increases he employs
more servants, or more labourers, he takes longer and
more expensive journcys, and his daily expenses probably
Increase.

As 1t 1s with an individual so 1s 1t with a nation. The
demand for money 1s not an accuiate measure of national
wealth, blit 1t always bears some proportion to the wealth
and population of a country. Thus, 1n a country of
20,000,000 1nhabitants, a very far larger number of persons
are 1n receipt of moncy wages than in a country con-
taining 10,000,000 mhabitants. The increased demand
for money has not however been proportionate to the
increase of population and wealth 1n this country during
the last twenty ycars. This 1s doubtless owing to the faci-
Iities of banking which now so largely prevail.  Formerly
large business payments were made by means of money.
Farmers who came to market to buy or sell corn or stock
always expected to pay and to be paid in money.
Formerly on a market-day in a country town thousands
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of pounds would change hands. But in these large
transactions the use of money is now entirely dispensed
with. Farmers bring their cheque-books to market ; the
use of money 1s not required except for the purpdse
of paying the expenses incurred by the journcy. Although
therefore the demand for moncy bears some proportion
to the wealth and population of a country, yet the propor-
tion is not fixed and definite, for 1t 1s hable to alterations
with every extension of the credit system.

The demand for the precious metals 1s also influenced,
to a very great degree, by the number of times com-
modities are bought and sold for money. If for instance
a piece of linen after it 1s manufactured 1s sold for
money to a wholesale dealer, who in his turn sells 1t again
for money to a retail shopman, who sells 1t to a lady
to make shirts for a missionary basket, the same piece
of linen is exchanged for money four times before 1t is
put to its ultimate purpose. It is evident that such a
series of transactions must require a far greater quantity
of money than would be usea 1f the cloth were sold by
the manufacturer to the consumer. It may here be re-
marked that 1t has become customary to dispense with
the use of moncy 1 large trade transactions. The whole-
sale dealer would 1n all probability now pay the manufac-
turer with a cheque or with a bill of exchange, and the
retail tradesman would pay the wholesale dealer in the
same way; by these means the quantity of money 1n
circulation is greatly economised The example, however,
shews how the demand for gold and silver in each country
is partly regulated by the number of times commodities
are bought and sold before they are used.

It is hardly necessary to enter into an explanation of
the manner in which the demand for gold and silver is
affected by the quantity of those metals used in arts and
manufactures. It has been said that the value of gold
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and silver is regulated by the same laws as the value of
other mineral produce; any circumstance therefore which
causes an increased use of the precious metals in arts
and manufactures will, 1if other things remain unchanged,
cause an increased demand for gold and silver, and this
increased demand would cause their value to rise.
Illustrations shewing the action of increased Demand and
Supply upon the value of Money. In order to mnvestigate
more fully the action of demand upon the value of gold
and silver, let 1t be supposcd that no substitutes for
money, such as bank-notes and bills of exchange, exist.
Let 1t be further supposed that the supply of gold and
silver cannot be augmented by fresh discoveries or by
foreign 1mportations. These suppositions reduce the
problem to great simplicity, We will now take the case
of a country whose inhabstants cairy on their commercial
transactions entirely by gold and silver coin, the amount
of which they have no mecans of mcreasing. Let 1t be
supposed that 1n such a commumty a great increase in
the production of wealth takes place, that all manufac-
tures are doubled, and that population increases. In
such a case the same amount of money is used to carry
on twice® as much buymng and selling; general prices
must therefore have declined one-half, or, in other words,
the value of gold and silver has doubled. Let us take
another illustration. It may be supposed that the trade,
population, and manufactures of a community are
stationary ; and that all payments are made 1in moncy.
The money which such a commumty keeps 1n circulation
may be said to be £10,000,000. Owing to the discovery
of gold or silver mines, or to foreign importations, the
quantity of money 1n arculation 1s 1ncreased by
£2,000,000. The same quantity of commodities 1s bought
and sold the same number of timcs; the same number
of people reccive wages; but the circulation of the
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country is increased by one-fifth. Under these circum-
stances a corresponding rise must take place in wages
and in prices, the value or the exchange power of gold
having decreased 20 per cent. This example shews that,
in the absence of counteracting circumstances, &very
increase 1n the quantity of gold and silver in circulation
diminishes the value or puichasing power of gold. The
first example proved that 1f wealth were increased without
a corresponding 1ncreasc 1n the amount of money 1in cir-
culation, the value or puichasing power of gold must
increase. Increcased prices do not indicate incrcased
prosperity.

It 1s perhaps hardly necessary to point out that the
increase of wealth on the onc hand, and the increase of
the circulation on the other, never actually produce their
full effect upon the value of gold and silver. In the above
examples 1t was necessary to assume the absence of coun-
teracting circumstances, which in reality aie always pie-
sent. In the first example 1t was supposed that a great
increase of manufactures and population took place with-
out any 1ncrease 1n the quantity of gold and silver in gir-
culation. Hence 1t was said that the value of money
would be greatly increased ; but when the value'of money
is augmented, the supply 1s stunulated ; and with the
growth of commerce various substitutes for money are
nearly always adopted. Such counteracting circumstances
as thesc usually suffice to prevent great and sudden fluc-
tuations n the value of money.

The effect of the recent Gold Discoveries. In the second
example a great augmentation ot the money 1n circulation
was supposed to take place, without any increase in popu-
lation or wealth. A very great increasc 1n the amount of
money in circulation has taken place since the year 1850,
when the great discoveries of gold were made 1n Australia
and Califormia. Previous to 1850, the annual yield of
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gold from all sourccs was about £6,000,000, about
44,000,000 of which was sent to England. The gold-fields
of Australia and Califorma have had an average annual
yeld of £10,000,000 each, about £14,000,000 of which
has each year been sent to England. The supply of gold
annually sent to this countty has therefore been more
than tiebled sincc the year 1850. It was at first pre-
dicted, by all the most competent authonties, that this
immense increase in the annual supply of gold, would
cause the value of gold rapidly to decline, and produce a
marked rise in geneial prices. These predictions, how-
ever, have not becen fulfilled ; 1ndeed 1t was for some time
doubted, whether the recent gold discoveries had pro-
duced any cffect on general prices.  After the most care-
ful investigation, 1t has been estimated that the value of
gold has decrcased, since 1850, by about 15 per cent.
This comparatively shght decrease bears no proportion
to the increase mn the supply of gold. It is therefore in-
teresting to inquire what has become of all this additional
gold. Itisremarkable that simultaneously with the dis-
covery of the gold-fields of Australia and Califorma five
circumstances took place which exercised a great influence
in absorbéng the additional supply of gold —

1st. A great development of commerce, conscquent on
the growth of our raillway system, commenced about that
time.

2nd. Free Trade had just begun to cause a great in-
crease in manufactures and population.

3rd. Owing to a failure of the silk-crops of France
and Italy, we began to umport large quantitics of silk
fiom China, n return for which the Chinese would accept
nothing but silver, whereas France and Italy had accepted
our manufactured commodities.

4th. Large quantities of silver were exported to India,
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to pay wages, and defray other expenses consequent on
the formation of railroads in that country.

sth. France and, more recently, Germany have
adopted a gold coinage, in the place of their old silvgr
coinage. This has absorbed a large quantity of (gold
and set free a corresponding value of silver, with the
consequence of checking the fall in the value of gold and
greatly increasing the fall 1n the value of silver.

The first two of these circumstances need little ex-
planation; it has been previously stated that any circum-
stance which produces an increased amount of buying
and selling, or which causes a larger number of people to
be hired for weckly wages, will, 1f other things remain un-
changed, increase the value of gold, and create a decline
in general prices and in wages. Hence 1t may be infer-
red that, if the development of our railway system and
the adoption of free trade had not happencd to be nearly
simultaneous with the gold discoveries 1n Australia and
Califorma, there would have Leen a fall in general prices,
and money wages would have declined.

The third and fourth of these circumstances need more
explanation. The export of specie to India and China
was chiefly confined to silver ; 1t might therefore seem
that this export would not produce any effect on the value
of gold. The fact however 1s that the greater part of the
silver thus exported has been obtained from the comnage
of other countries, such as France; the silver five-franc
piece was formerly 1n very general use in France, but this
comn has now been to a large extent superseded by the gold
five-franc piecce. Great numbers of the silver five-fianc
preces have been bought up and eaported to India and
China, and their place has been taken by the gold comn.
Some idca of the unmense flow of silver to India and
China in recent years may be gathered from the fact that
in 1847 we purchased 535,000,000 Ibs. of tea fiom China,
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whereas we in 1872 purchased 185,000,000 1bs. Formerly
only a small quantity of silk was imported from China;
we now 1mport 4,000,000 lbs of silk. Considerably less
than half of these imports has been exchanged for our
manufactured commodities. In 1873 the value of our
imports from China was £12,450,000 ; while the value of
the articles of commerce which we exported to China
was in the same year £5,020,000. On the mere con-
sideration of the exchange of commoditics between Eng- -
land and China, there was therefore a balance against
England of £7,430,000, which had to be defrayed by the
export of specie to that amount to China. This state of
trade between England and China 1s not special or
exceptional. Our mmports from China are constantly and
largely in excess of our cxports to that country, in con-
sequence of the reluctance of the Chinese government to
admit our manufacturcs; this circumstance crcates a
constant drain of moncy towards the Ilast. In the same
way the value of our exports to India 1s constantly lower
by many mullions than the value of our imports from that
country. In 1873 the difference amounted to more than
nine mullions sterling. The 1ailways and other public
works whtth have been carited out i India have ab-
sorbed an immense amount of English capital. It has
been estimated that in seven years £43,000,000 of English
capital have been expended upon Indian railways alone.
Each of these circumstances has caused a very large
quantity of money to be sent every year from England
to India.

These facts arc sufficient to account for the shght
decrease in the value of gold as compared with the vast
increase in the annual supply. It should be boine in
mind that the five circumstances above mentioned, as
having produced the absorption of the new supplies of
gold, were quite independent of the gold discoveries;
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the development of commerce in England, the growth of
population and wealth consequent on Free Trade, and the
accompanying expansion of trade to the East,would have
taken place whether the gold-fields had been discovered
or not. They were not in any sense produced by the
augmentation of the supply of gold. Had the gold dis-
coveries been made at a time when commerce and popu-
lation were stationary, no general benefit would have been
reaped by any countrics cxcept those actually in posscs-
sion of the gold-mines; and the benefit to these countries
it must be remembered consists principally 1n 1ncreasing
their purchasing power. Austraha and Cahforma, as Prof.
Cairnes has pointed out, have benefited by the gold which
they possess 1n so far as they have parted with 1t by pur-
chasing the commodities produced by other countries,
The gold discoveries have however been of great service
to the whole mercantile world because they increased the
supply of the circulating medium just at the time when
the growth of commcice made the increase most needful,
It would have been a great commercial misfortune or
embarrassment if the gold discow eries had taken place at a
time when trade was stationary ; the terms of all monetary
contracts would have been disturbed by the alteration 1n
the value of gold. Every one would probably have had
more money, but the purchasing power of money would
have decreased. As previously stated, this inconvenience
is now actually being suffered 1in India, in consequence of
the fall in the value of silver. It must not be forgotten
that 1if general prices are doubled, a man who formerly
had a pound a week 1s no better off if he is now 1n receipt
of two pounds a week ; because the two pounds will only
exchange for the same quantity of commodities that could
formerly be obtained for one pound. M. Bastiat’s 1llus-
tration, at the end of the second chapter of this Section,
demonstrates the truth of this assertion. If,1n a game
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of cards, the stake remain unchanged, it matters lttle
how many counters are used to represent the stake, The
fewer the counters, the greater the value they represent;
thesgreater the number of the counters, the less 1s their
exchafige power.

QUESTIONS ON CHAPTER 1V. T/e Value of Money.

1. What is the mecanmng of thc phrase “price of
money ”?

2. Why in an economic sense is such an expression
meaningless ?

3. What is the value of moncy? Why is it sometimes
crroneously supposed that the value of money 1s invar-
able?

4. Into what class of commodities must monecy be
placed 1n relation to 1ts value ?

5. How 1s the value of the precious metals regulated ?

6. What carcumstances have occasioned a fall in the
value or purchasing power of silver?

7. Name the principal circumstances which produce
a demand for gold and silver.

8. Explain the manncr in which the demand for money
varies witl national wealth and population.

9. By what means is the use of money, in large com-
mercial transacuons, usually dispensed with? Give an
llustration.

10, Illustrate the manner in which the demand for
money is increased when commodities are bought and
sold for money many times, previous to their consumption.

11. Shew by an illustration the action of increased
demand upon the value of moncy.

12. Shew by an 1llustration the action of increased
supply upon the value of money.

13. Why do the results described in these examples
never actually occur ?



93 EXCHANGE OF WEALTH. [SECT. 1L

14. What circumstances generally counteract the effect
of increased demand for gold and silver?

15. What has been the effect of the recent gold dns-
coveries upon the value of money?

16. Enumerate the circumstances which have chused
the decrease in the value of gold to be comparatively so
slight.

17. Describe the action of these circumstances on the
demand for gold.

18. What circumstances have rendered necessary a
large annual export of silver from England to India and
China?

19. Were the gold discoveries the cause of the in-
creased trade and population of England?

20, What would have been the result had the gold
discoveries been unaccompanied by an increase of wealth
and population ?

1. Suppose a wecalthy millionaire desired to confer a
benefit upon the inhabitants of some 1sland that had no
commercial relations with the outside world, would he
accomplish his object by doubling the amount of money
possessed by each of the 1slanders ?

2. If population and commerce increased so that twice
as many people were receiving wages, and twice as much
buying and selling took place, what would be the cffect on
general prices and wages, supposing that the supply of
money remained the same ?

3. If you could choose which of two Australian vessels
should be lost, one laden with gold or one containing a
corresponding value of wool and corn, which would you
select ?

4. Would the wealth of England have been increased
if the country had contamned gold munes, instead of our
iron and coal?



SECTION IIIL

The Distribution of Wealth—Introductory Remarks.

Wealth 1s divided into Rent, Wages and Profits. In a pre-
vious section on the Production of Wealth 1t was stated
that the three agents of Pioduction were Land, Labour,
and Capital. It 1s therefore evident that Wealth is dis-
tributed between those who respectively own these agents
of production, z.e. between the Landlord, the Labourer,
and the Capitahist. The share allotted to the Landlord
is termed Rent; that possessed by the Labourer is called
Wages, while that belonging to the Capitahist 1s termed
Profits. calth 1s therefore divided into three parts, viz.
the Rent of Land, the Wages of Labour, and the Profits
of Capital. In the following chapters the proportion
which these three parts bear to each other will be pointed
out, and the circumstances will be explamed which cause
an increase m one and a cortesponding decrease in
another. It will for instance be shewn why a decline 1n
general profits causes an increased amount to be paid as
rent. This and many other interesting cconomic pro-
blems will easily be solved by those who rightly under-
stand the laws which govern the distribution of wealth.

Rent, Wages and Profits are in various countries owned
by different combinations of persons. In the case of agrn-
cultwal industry Rent, Wages and Profits are nearly
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always in this country allotted to threc distinct classes,
viz. Landlords, Labourers and Capitalists. It must how-
ever be borne 1n mind that in other countries different
modes of distribution prevail. In many parts of the Son-
tinent thc same mndividuals frequently possess all three
of the agents of production. Land, Labour and Capital
being in this case provided by one person called a peasant
proprietor, he derives all the wealth which they are
capable of producing, viz. Rent, Wages and Piofits. In
Ireland and 1n India labour and capital are in many
cases provided by the same individual, who is a peasant
tenant. In this case the tenant can fairly claim both
wages and profits as his own, the 1ent only being the due
of another person. From these examples 1t is seen that,
in different countries, Land, Labour and Capital are
owned by different combinations of persons, or, in other
words, different tenures of land prevail,

QUESTIONS ON THE INTRODUCTORY REMARKS ON
SrcrioN [I1.

1. Into what shares 1s wealth divided, and to what
productive agents do these shares correspond ¥
2. Are these shares always owned by different

persons ?
3. Mention some of the modes prevailing in different
countries of distributing these shares.

CHAPTER 1. Ve Rent of Land.

A definition of Rent. Rent is that share of wealth which
is claimed by the owners of land ; 1t 1s the price which 1s
paid to them for the usc of their land, The rent of land
is regulated 1n some countrics by custom, and in others,
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as in England, by competition. The regulation of rent by
competition means that, subject to certain conditions, the
landlord will let his land to the farmer who offers him the
bedt price for it. When rents are determined 1n this way
there 1s virtually a bargain between landlord and tenant,
just as there 1s between the buyer and scller of any ordinary
commodity.

It 1s proposed first to eaplain the principles which de-
termine the rent of land as regulated by competition, and
then briefly to describe some of the tenures which are
controlled by custom. It 1s unnecessary in this place to
enquire how the owners of land onginally came into pos-
session of that which neither they nor any other persons
have assisted to produce. It is sufficient to recognise
that the land 1s 1n the posscssion of ceitain individuals,
and the conclusions arrived at in this section will be based
on this recogmition. Rent 1s the effect of an appropriated
natural monopoly. Land bemng absolutely limited in
amount and the demand for 1t being very general, the
owners of land can neaily always obtain a rent for it.
“The reason why landowncers are able to require rent
for their Ignd, 1s that 1t 1s 2 commodity which many want,
and which no one can obtam but fiom them.” (Mill’s
Principles of Polstical Fconomy, Vol. 1. p. 505)

A further analysis of the nature of Rent. The rent of
agricultural land 1s regulated by two circumstances * the
fertility of the soil, and the convenience of situation,
When either of these conditions 1s altogether absent land
can command no rent. Thus no one will pay rent for
land which 1s so barren that the produce yielded by it is
insufficient to remuncrate the capital and labour expended
n its cultivation. On the other hand, the most fertile
land sometimes yields no rent, on account of the incon-
venience of the situation 1in which it is placed. Large
tracts of land in America and i Australia are in this con-
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dition ; they are far removed from the great centres of
population ; roads, railways and water-carriage, all being
absent, there 1s no means of disposing of the abundant
crops which the land 1s capable of producing. Such land
as this conscquently yields no rent Some land of great
natural fertility, situated most conveniently for the dis-
posal of the produce, yields no rent ; because the crops
are either wholly destroyed or greatly injured by swarms
of hares and rabbits. The rent of a very laige propor-
tion of the land of England 1s reduced i consequence of
the damage done to the ctops by ground game. The loss
arising fiom this cause 1s not borne by the owner of the
land only ; 1t 1s also fclt by the entire nation, which suffers
a loss sumilar to that which 1t would have to bear 1if the
natural fertility of the soil were 1educed to an extent cor-
responding to the damage done by the hares and rabbats,
The farmer may be compensated by reduction of his rent ;
but the consumers of agricultural produce have to give an
increased piice for 1t, 1 conscquence of the diminution
of the production.

Land 1n all countues varies greatly in fertiity and in
convenience of situation, and the rent of land, where
rent 1s regulated by competition, vaiics in exact propor-
tion with the !productiveness of the soil. If, for instance,
there are two farms, one of which, owing to its superior
productiveness, yields a much larger rcturn to capital
and labour than the other, the rent ot the more pro-
ductive farm will eacecd that of the less productive farm
by an amount exactly equalling the pecumary value of
the advantages of the first farm over those of the second
farm. But 1t may still be asked * What determines the
amount of rent paid by the two farms? It 1s quite evi-
dent that the more productive farm will pay a higher rent

1 Productiveness 15 here and 1n other places intended to sig-
nify both fertility and convemence of situation.
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than that paid by the less productive farm, but what de-
termines the rent of the latter?” In answering this ques-
tion it will be nccessary to explain Ricardo’s theory of
rent. |

Ricardo’s theory of Rent. The rent of the less productive
farm 1s determined by the pecuntary value of the excess of
1ts productiveness over that of the worst land m cultiva-
tion which pays only a nommnal rent. This 1s a short
statement of Ricardo's theory of rent, which we will now
proceed to prove. In every country there 1s some land
so barren or so inconveniently situated that the produce
yielded by it 1s only sufficient to pay the wages of the
labourers who till it, and to yicld the ordinary rate of
profit to thc faimer. This land can obviously pay no
rent, for if 1t did pay rent the cultuvator would not re-
ceive the ordinary taic of profit upon his captal, The
land would thercfore cease to be culuivated if rent were
exacted, for men will not continue to employ their capital
in an occupation which yields less than the ordinary 1ate
of profit.

The margin of cultivation. The rent of any particular
land is thgrefore determined by the cxcess of its produce
over that yiclded by the least productive land 1n cultiva-
tion which pays no rent This land 1s described by Ricardo
as being upon the margim of cultivation, because land of
still inferior productiveness, though free from rent, would
not yield the ordinary rate of profit to the cultivator if
agricultural prices remained unchanged. This leads to
the second part of the explanation of Ricardo’s theory.

The position of the margin of cultivation is determined by
the price of agricultural produce. It 1s evident that the
productiveness of the land on the margin of cultivation
varies greatly at different times and 1n different countries.
The price of agricultwial produce 1s determined by the
cost at which the most costly portion 1s raised ; or, in

F. 4
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other words, by the position in the scale of productive-
ness of the margin of cultivation. The questions there-
fore remain to be decided, “What determines the posi-
tion in the scale of productiveness of the cultivated
land that pays no rent?” and “ Why would land which
1s on the margm of cultivation 1n Australia yreld a
large rent if it were in England?” A consideration of
the price of agricultural produce furnishes the answer
to both these questions. The position of the margin
of cultivation is determuned 1n all countries by the price
of agricultural produce. Where agricultural produce 1s
cheap the margin of cultivation 1s high, as it is in
Austialia, where the cultivation of none but the most
productive land is profitable. As agricultural produce
becomes dearer the margmn of cultivation descends ; be-
cause 1t then becomes profitable to cultivate soils of
inferior productiveness.  The truth of this assertion may
be madce cvident by an illustration  Suppose that the
price of agricultural produce suddenly 1o0se one third.
The returns of farmers would be incrcased by a corre-
sponding amount. The profits of farmers would then
greatly exceed the average rate. But the competition of
othar traders would prevent farmers from permanently
appropriating exceptionally large profits, The farms
would consequently be let at incrcased rents. The land,
formerly on the margm of cultivation, would now yield
rent and the margin of cultivation would consequently
descend.

A very striking example of the fact that the margin of
cultivation varies from year to year, even with slight
changes 1 the price of agricultural produce, may be seen
on Salisbury Plain.  Some of the land there 1s so barren
that 1t does not pay a farmer to cultivate it unless the
price of agricultural produce 1s high. When therefore
puices arc high some of the most barren land 1s cultivated,
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ible, than Central Africa is to an ordinarily well-informed
person. Hence competition, which must always act more
slowly on the price of labour than on that of commo-
ditiés, is almost 1noperative 1n many agricultural districts.
An aghicultural labourer in Wiltshire or Doisetshire, who
brings up a large family on 12s. 2 weck, knows perfectly
well that he will have to subsist in his old age on paro-
chial relicf. He may perhaps have been told that in some
other part of the country, such as Lancashite or Northum-
berland, his wages would be greater by 50 or 6o per cent. ;
but his poverty is such that he cannot mugrate, and, in
many cases, his ignorance 1s so great that he would not
migrate even if he could.

The strikes that have lately occurted among agricul-
tural labourers in different paits of the country, have,
‘among other effects, caused a considerable amount of mi-

" gration and cnmigration to take place. There can behttle
doubt that the movement for Ingher wages will gradually
spread all over the country, and that mugration and emi-
gration will follow as the natural conscquences of the
peasant waking up to the fact that 1t 1s possible for him
to better hig condition.

Adam Smith's Five Causes which produce Differences of
Wages in different employments: If compctition acted
freely among all classes of labourers, the inequalities of
wages for the same work in different localitics would cease
to exist. Theie are, however, differences m wages 1in dif-
ferent employments which are permanent in their cha-
racter. Adam Smith has thus enumerated the five causes
which produce diffcrent rates of wages 1n various employ-
ments .—

1st. The agreeableness or disagreeableness of the em-
ployments themselves.

2nd. The easiness and cheapness, or the difficulty and
cxpense, of learning them,
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3rd. The constancy or inconstancy of employment in
them.

4th, The small or great trust which must be reposed
in those who excrcise them. .

sth. The probability or improbability of succéss in
them.

To these must be added the limitation of compctition
among the higher and lower sections or groups into
which laboureis are divided, and which practically limits
the choiwce of a labourer, sclecting his employment, to
trades of about the same grade as that i which he was
born. The son of an agricultural labourer, for mstance,
would be as powerless to choose the employment of a
banker’s clerk as he would be to select that of a prime
minister or an archbishop.

Mining industry affords several examples of the manner
in which the agrecableness or disagreeableness of an
employment acts upon the wages of those engaged in it.
The miners who work underground receive much higher
wages than those who are employed 1n the less dangerous
and more agreeable occupation of breaking, sifting, and
washing the ore on the surface. No workmen would
enter into an occupation which is exceptionally dangerous
or wnjurious to the health, unless they weire compensated
for the risk they incur by an exccptionally high rate of
wages. Those who labour 1n a coal mine recewve, over
and above the ordinary wages current i the district, a
sum sufficient to induce them to risk their lives 1n a pecu-
larly dangerous occupation. Other things being equal,
the more dangerous a mine 1s, the higher are the wages
of those engaged m working 1t.

Under the head “agreeableness or disagreeableness of
an cmployment” may be included those occupations
which bring respect or contempt and dishike upon those
who practisc them. The payment given 1n exchange for
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the services of officers in the army and clergymen is,
as a rule, extremely small. Many, however, enter the
church or the army on account of the social position
which members of these professions obtain,  The dignity
accrufng to their position 1s a compensation for the small
remuneration which they receive. On the other hand,
thosc who practise a trade which biings upon its mem-
bers contempt and dishke aie compensated by a large
amount of wages. No one would voluntanly undertake
the duties of a hangman, for caample, 1if he were not
induced to do so by the hope of recerving exceptionally
large wages. It 1s not an uncommon circumstance for a
nobleman to give his cook a higher salary than his private
secretary. This may be partly accounted for by the fact
that a certain amount of contempt attaches to the office
of a man-cook, whereas the employment of a sccretary is
considered to be quite compatible with the character and
position of an educated gentleman.

It is also obvious that the higher salaiy carned by the
cook is 1n great part due to the sccond of Adam Smuth’s
causes. If wages in any employment arc influenced by
the easines.s and cheapness, or the difficulty and expense
of learning 1t, it is not unreasonablc that the cook should
have more wages than the secretary. Any moderately
well educated person is capable of performing the duties
of a secrctary at a day’s notice * whercas a really first-rate
cook cannot perhaps be made 1n less than five yecars, and
he will probably remain a student of culinary art all lus
Iife. Compare the wotk of a man like Soyer with the
ordinary routine work of a secretary, and it 1s obvious
that the capacity to perform the first 1s difficult and
cxpensive to acquire, whilst it is the casiest and least
capensive thing in the woild for a man of ordinary edu-
cation to acquire a complete knowledge of the second.

There are many industries which require a long appren-

F, 5
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ticeship before skill in them can be sccured ; and there
arc other mdustnal operations which can be almost as
well performed by a novice as by a practised hand.
‘These differences produce a conesponding difference 1n
the rates of wages. A shipwnight or a glass-blower has
to spend many ycars in acquiring the skill which his
trade rcquircs. During the fust half of a long appren-
ticeship he earns nothing at all ; considerable expense
is therefore incurred by him in learning lus trade. For
this expense, and for the difficulties which have to be
overcome 1n acquiring the necessary skill, he will in after-
Iife be compensated by receiving a higher rate of wages
than those workmen whose occupation entails neither
ifficulty nor eapense.  The trade of a crossing-sweeper,
for instance, and that of a copymg clak are very easy
and cheap to acquire. A broom is all that 1s required
in the one case, and a knowledge of reading and writing
in the other. Hence wages in such employments are
much smaller than those carned by the skilled mechanic.

Dafficulty of attainment 1s a mmost important clement in
determining wages 1 those employments where the requi-
site skill 1s acquired pattly by long practice ard 1s partly
the result of natural endowments. The large 1emuneration
recaived by first-class opera-singers, for example, 1s
not due solely to the expense of acquiring their profi-
ciency Annferior singer may have taken quite as much
pams to cultivate her voice, and may also have incurred
as great an expense 1n obtarming her musical education.
The reason why prune donne obtain such large sums
is that they possess what may be described as a natural
monopoly. There 1s a very general demand for the best
kind of vocal music, which few beside themselves can give,
The same remark applics to some of the highest kinds of
manual labour, such, for instance, as are required in the
more delicate operations of watch-making.
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The constancy or inconstancy of an employment pro-
duces an influence on the rate of wages prevailing in it.
No one would enter an employment 1n which on an aver-
age he would only be able to work nine months in the
year, 1f he were not compensated by recetving duiing these
nine months an exceptionally hugh rate of wages. Some
trades, such as malung, cannot be carried on in hot
weather ; others, such as building, are stopped by frost’;
dockyard labourers are hable to perpetual interruptions in
their employment, Such workmen, thercfore, as malt-
sters, bricklayers, and dockyard labourers, receive a higher
rate of wages than they would be able to obtain if they
were not hiable to be frequently out of work.

The amount of trust which must be rcposed in those
engaged 1n a particular occupation exercises a very
great influence upon the wages they rcceive. The more
trustworthiness required the higher must be the wages
given. It is essential that such persons as bankers,
cashiers, jewellers’ assistants, engine-drivers, railway
guards, policemen, and postmen, should be men in whom
a considerable amount of confidence can with safety be
1eposed. Jlen are not placed in these positions until they
have shewn their employers that the uprightness and
steadiness of their characters can be rehed on. When
they have proved themselves to be trustworthy they can
justly claim a higher rate of wages as a compensation for
the responsibility which their position entails.

In most trades the prospect of success 1s almost a cer-
tainty ; an agricultural labouter or a journeyman tailor
cannot have many doubts as to the probability of his suc-
cceding 1n the trade he has chosen. Such considerations
as these apply more to the professions than to trades;
but there are some cases in which wages are influenced
by the probability or improbability of success. A man
who is about Lo emigrate may well feel that there is con-
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siderable uncertainty whether he will succeed in the new
life upon which he is about to enter. He may not know
whether he will find work in the colony to which he pro-
poses to go ; but he 1s certain that if he does get work he
will reccive higher wages than he could ever hope to earn
at home.

The fact that differcent rates of wages prevail in different
employments does not 1n the least invalidate the principle
previously laid down ; viz. that wages depend on the ratio
between the wages-fund and the number of the labouring
population. If a cake is going to be divided between a
party of children, it 1s perfectly correct to say that the
quantity of cake which cach will receive depends on the
ratio between the size of the cake and the number of the
children. It docs not follow that cach child will receive
an equal share ; but the average size of each share can
be correctly ascertained by those who know the number
of the children and the size of the cake. If thereare 24
children and the cake weighs 1} Ibs., the average weight
of each child’s share will be one ounce. One child may
recetve more and another less, but while the number of
the children and the sice of the cake remain,the same,
the average size of the shares 1s unalterable.  In the same
way, while the wages-fund and the number of the labour-
g population remamn the same, the aveiage rate of
wages cannot be affected ; 1f one set of labourers recewves
more, another must be receiving less.

QUESTIONS ON CHAPTLR 1I.  7he Wages of Lakour.

1. What are wages? Is custom or compctition the
main regulator of wages?
2. How 1s the average rate of wages determined ?



CHAP. 1] QUESTIONS ON CHAPTER II. 133

3. In what manner alone, therefore, can the condition
of the labouring classes be improved?

4. By what means has the wages-fund, in such a
cduntry as this, been greatly increased ?

5.° Why has not the condition of the labourer improved
in proportion to this inciease of the wages-fund ?

6. Describe the principal cffect of the repeal of the
corn laws upon the condition of the labourer.

7. What arc the main featurcs of Malthus’ essay on
population ?

8. Into what classes does he divide the checks upon
population ?

9. As civilisation advances, which of these checks
becomes the more powerful ?

1o. In what two ways docs an incrcase of population
deteriorate the condition of the labourer?

11.  Why is emugration an insufficient remedy for over-
population?

12.  Describe the influence of the averagerate of profit
upon the wages-fund.

13. Are labourers ultimately benefited by an increase
of wages which reduces their employers’ profits below the
average rate ?

14 How does the increased cfficiency of labour affect
the wages-fund ?

15. Is the price of labour subject to fluctuations?

16. Do lugh prices produce lugh wages?  Give illus-
trations.

17.  Describe the manner 1in which competition raises
exceptionally low wages, and reduces exceptionally ngh
wages.

18. Shew by an cxample that harm is done by in-
ducing labourers to remain 1 a locality where trade is
exceptionally depressed.

19. Why does competition act much more slowly
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upon the wages of labour than upon the prices of com-
modities ?

20. Indicate some of the limitations of competmon
as between different classes of labourers.

21. Among what class of labourers is competition
almost inoperative ?

22. Enumerate Adam Smith’s five causes which pro-
duce differcnt rates of wages 1n different employments.

23. Give examples of the effect of these five causes
upon wages.

24. Shew by an illustration that the fact of different
rates of wages prevailing in different employments, does
not affect the truth of the proposition that the average
rate of wages depends upon the ratio between the wages-
fund and the number of the labouring population.

1. An article on the Census in the Darly News in
July, 1871, began thus :—* The preliminary report of the
Registrar General on the population of England and
Walcs, as shown by the Census of this year, 1s a splendid
monument of the growth and prosperity of the country.
The population has increased beyond expectation. There
were 2,637,884 peisons living in England and 'Wales last
April more than there were ten yecars before. This in-
crease 1s the largest ever made 1n any ten yecars of English
history.” Write a criticism on these sentences, bearing m
mund that 1n London within the period referred to the
cost of out-door pauperism increased 130 per cent.; and
that 1n England and Wales, between the yeais 1866 and
1869, 1n-door pauperism increased 17 per cent., and out-
door pauperism 1o} per cent.

2. ‘Wil the labouters 1n a depressed trade be more
benefited by receiving charity or by being assisted to mi-
grate to other localities where their labour is required ?

3. In November, 1870, this paragraph appeared in a
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daily paper. ¢ The population engaged in the production
of coal and iron are recovering fiom depression, and aie
again marrying and giving 1 marriage at ther usual
p2ce.” What cffect will tlus have on the prospenty of
the workmen 1n the 1ron and coal trades?

4. Isthe fact that one blackbud can do very well in
a’'cage, any rcason for supposing that twenty blackbuds
1n the same cage would do cqually well?

5. Give any reasons which arc suggested by the con-
tents of the last chapter, why the salaties cained by
governesses are 1n general so small compared with those
which arc ecarned by men engaged 1 tcaching,

CuarriLk 111 On the Profits of Capital

Profit is the reward of Capital for the service it renders in
the Production of Wealth. Capital was defined, mn a prc-
vious Section, as that pait of wealth which 1s sct aside to
assist future production  Capital 1s consequently the
result of saving; but, m order to fulfil 1ts functions, 1t
must be erither wholly or partially consumed. It 1s now
evident tRat the owners of wealth will not consent to its
being appropriated to assist futurc production, unless
they arc rewarded by a share of the produce. This shaie
is termed profits. It 1s thought by some, that 1t 15 an
injustice that capital should receive any 1eward for 1ts pait
in the production of wealth. Capitalists are by such per-
sons denounced as selfish usurcrs, and the intcrest which
their wealth returns to them 1s regarded as if 1t had
been stolen from the public. M. Bastiat combated these
notions (which are much more prevalent in France than
in England) in a series of little tracts, in which by a
number of examples he shewed the recal nature of the
profits of capital, ““proving that 1t 15 lawful, and explain-
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ing why it should be perpetual.” The following is an
abridgement of one of his examples. “There was onccina
village a poor carpenter, who woirked hard from morning
to night. One day James thought to himselt, ¢ With 1ay
hatchet, saw, and hammer, I can only make coarse surni-
ture, and can only get the pay for such. If I had a plane
I should plcase my customers more, and they would pay
me more. Yes, I am resolved, I will make myself a
plane.’ At the end of ten days, James had in his possession
an admirable plane, which he valued all the more for
having made 1t himsclf. Whilst he was rcckoning all
the profits which he expected to derive from the use of 1t,
he was interrupted by Wilham, a carpenter in the neigh-
bouring village, William, having admired the planc, was
struck with the advantages which nught be gamned from
it. Hc said to James :

‘You must do me a service ; lend me the plane for a
year.” As might be expected James cried out,  How can
you think of such a thing, Wilham? Well,1f I do you
this service, what will you do for me 1n return?’

7. Nothing. Don’t you know that a loan ought to be
gratuitous ?

. 1 know nothing of the sort ; but I do knotv that 1f I
werce to lIend you my plane for a year, 1t would be giving
it to you. To tell you the truth, that was not what I
made 1t for.

I, Very well, then; I ask you to do me a service
what service do you ask me in return?

. First, then, in a year the plane will be done for.
You must therefore give me another exactly like 1t.

I1”. That is perfectly just I submut to these conditions.
I think you must be satisfied with this and can require
nothing further.

F. 1 think otherwise. I made the plane for myself and
not for you, I expected to gain some advantage from 1it.
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I have made the plane for the purpose of improving my
work and my condition ; 1f you mercly return 1t to me 1n
a year, it 1s you who will gain the profit of 1t during the
wholg of that time. I am not bound to do you such a
service without recaiving anything in retuin.  Therefore,
if you wish for my planc, besides the 1estoration alicady
bargained for, you must give me a new plank as a com-
pensation for the advantages of which I shall be deprived.

These terms were agreed to, but the singular part of 1t
is that at the cnd of the year, when the plane came into
James’s possession, he lent 1t again, recovered it, and lent
it a third and fourth time. It has passcd into the hands
of his son, who still lends 1it.  Let us examune this hittle
story. The planc 1s the symbol of all capital, and the
plank 1s the symbol of all interest  If thetefore the yield-
ing of the plank by the borrower to the lender 1s a natural
and equitable 1emuncration, we may conclude that 1t 15
natural and equitable that capital should produce interest.
‘We may also conclude that interest 1s not injurious to the
borrower. James and Willlam arce peifectly free as re-
gards the transaction to which the plane gave rise. The
fact of Wglliam consenting to borrow proves that he con-
siders 1t an advantage to humself.  Iic boriows, because
he gains by borrowing.”

The Profits of Capital are composed of three elements.
The interest on capital, namely the sum which a bortower
gives to the lender for the consideration of a loan, forms
only a part of the Profits of Capital The Piofits of Capi-
tal are composed of three clements . interest on capital,
compensation for risk, and wages of supcrintendence.
The interest on capital, at any particular time and 1n any
countiy, can be ascertaincd by the mnteiest yielded, at the
same time and 1n the same country, by those securitics
which involve no 11sk and no labour of superintendence,
In this country, Government stock affords such a sccurity.

5—5
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Those who invest money in the funds are with reason
confident that they 1un no risk of losing it, and the pos-
session of stock does not involve any labour. The owners
of Government stock reccive about 3] per cent. intercst
on thair capital, and thereforc 3} per cent. 1s the current
rate of nterest at the present timc in this country. If
more than this 1s now given in this country for a loan, 1t is
because the lender has not complete confidence in the
ability of the borrower to pay; and therefore compensa-
tion for risk increases the sum which 1s given for the loan,
If the profits of capital were no greater than the interest
on capital, no one would take the trouble or incur the risk
of entering into business. If the employment of money in
trade yielded only a profit of 3} per cent., merchants and
shopkeepers would withdraw their capital from busincss
and buy Government sccurities. The profits of capital
aie greatest in those pursuits in which the greatest nisk is
incurred and where the labour of superintendence 1s most
costly ; the vaniableness of these two elements produces
great variations 1n the rate of profit in different trades.
A butcher, for mstance, realises larger profits than a
draper because s labour of superintendeno: 1s more
disagreceable, and he also incurs greater nisk, for in this
chimate a thundeistorm or a sudden alteration from cool
weather to mtensc heat 1s often sufficient to destroy his
whole stock of mecat.

In uncivibsed countries, the insecurity of property
causes compensation for nisk to form a very large propor-
tion of the profits of capital. Speaking of the state of
society in some parts of Asia, Mr Mill says, “ Those who
lend, under these wietched governments, do so 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 1s paid only for a few ycars, and the principal not
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at all, the lender is tolerably wecll indemnified.” It is
notorious that a spendthrift who has run through all his
own pioperty, can raisc money only by pronusing an
enorgously high rate of intercst. The money-lenders
exact from him Go or 70 per cent. as interest, for they
know that thcre 1s a very great chance that they will
never be paid at all. If they are paid, ther profits are
sufficiently large to compensate them for their frequent
losses. There was a case in the papers a short tume
since of a Cambridge undergraduate who borrowed
money at the rate of 75 per cent. The father of the
young man refused to pay the debt because his son was
not of age when 1t was contiacted, and the law upheld
him 1n hus refusal. But the money-lender can well afford
occasionally to losc both piincipal and interest because
1t appears that he 1s able to find a considerable number
of young men foolish enough to accept loans from him on
the exoibitant terms just quoted. The profits of the
money-lender are mcreased not merely by his risk of loss,
but by the dishonourable character of lus business, which
protects hun from the competition of honest men, and from
that of men who, whether they are honest or the reverse,
desire the good opinion and esteem of their neighbours,
The Rate of Interest is the same in all trades in the same
country and at the same time. If compensation for nisk
and for dishonourable reputation, together with the wages
of superintendence, arc eliminated from profits, the inter-
est on capital alone remaining, the amount of this interest
will remain constant 1n all trades at the same time and
1n the same country. The interest on the capital of the
farmer, the grocer, and the manufacturer inevitably tends
to an cquality, at the same time and 1n the same place ; the
differences n the prg/¢s of these individuals are caused by
the differences in the risk and reputation which they incur
and in the wages which they recerve for superintendence.

5—6



140  DISTRIBUTION OF WEALTH. [SECT. 1L

It is not therefore truc that profits in different trades tend
to an equality; for the risk in some occupations is per-
manently greater than in others, and this risk must recerve
compensation ; some trades also require more superin-
tendence than others; and the wages paid for particular
kinds of labour vary in the manner described 1n the pre-
vious chapter. There must therefore always be natural
and permanent differences in the rate of profit in different
employments The interest on capital alone remains con-
stant 1n various trades at the same time and in the same
country.

An explanation of the causes which produce a decline in
the Rate of Interest as Wealth and Population increase. An
inquiry may now be made into the causes which produce
a decline 1n the rate of interest, as wealth and population
increase. This leads to a very interesting example of
Ricardo’s theory of Rent. The amount of the reward
given to labour and capital must ultimately depend on
their efficiency. That 1s to say, any circumstance which
causes the same amount of labour and capital to produce
more wealth must, 1f other things remain unchanged, pro-
duce a corresponding increase 1n wages and inéerest.  On
the other hand, any circumstance which causes a given
quantity of labour and capital to produce less wealth
diminishes the amount distributed as wages and 1nterest.
If while a man 1s consuming a sack of wheat he can
produce a sack and a half, the reward for his labour and
capital 1s at the rate of 50 per cent. But if he has to
move away to less fertile land so that he only produces a
sack and a quarter of wheat, while he consumes a sack,
his wages and profits are reduced to 25 per cent. As the
margin of cultivation descends, that 1s to say, as land of
less and less fertility has to be cultivated to supply the
needs of the population, wages and profits tend to decline,
and rents to increase ; because rent is the excess in pro.
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ductiveness of any particular land, over the worst land in
cultivation that pays no rent. Ricardo’s thcory shews
that as population increases, the augmented demand for
fo8d causes a resort to less fertile or less conveniently
situafed soils. The required food 1s therefore produced
at a greater proportionate expenditure of capital and
labour; 1n other words, a given amount of labour and
capital 1s less productive of wealth, and wages and inter-.
est consequently decline. From this analysis 1t would
appear that interest and wages decline as the margin
of cultivation descends. The following illustration will
suffice to prove that, in fact, this 1s the case. In such a
country as England wages and interest are much lower
than they are in Australia. In LEngland the margin of
cultivation 1s very low: soils are here cultivated, with the
greatest care, which would not be used at all in Australia.
The same amount of capital and labour, expended in
agriculture, 1s much more productive of wealth 1n Austra-
Iia than in England; hence the reward of labour and
capital 1s greater in the former country than in the latter.
From these facts 1t 1s proved that profits do not depend
upon the wages of labour, but upon the efficiency of
labour; that 1s to say, upon the proportion which the
amount of wages paid bears to the productiveness of
labour In Austraha wages-are much lugher than in
England, but the cost of labour 15 less because labour 1s
much more productive in Austialia than in England.
That this 1s true 1s proved by the fact that profits are
much greater 1n Austraha than in England, and the rate
of interest 1s also higher.

High prices do not denote large profits. Nothing can be
more erroneous than to suppose that high prices invariably
denote large profits. It 1s true that a sudden demand for
a commodity sometimes causcs its price to be temporarily
raised beyond what 1s sufficient to 1cturn the ordinary
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rate of profits and wages to its producers. But, as fre-
quently explained, the competition of capital and labour
causes these high wages and profits to be reduced ; prices
being permanently regulated where free competition pfe-
vails by cost of production. In the previous chapter it
was explained that high prices do not produce high wages ;
the same reasoning applies to the case now before us.
Take as an example the pricc of cotton goods. The cost
of production consists of the following elements:—labour,
abstinence and nisk; the cost of an article may also be 1n-
creased by taxation. An increasein any of these elements
will increase the cost of production, and consequently
tend to raise the price of commodities. For instance
the labour necessary to the production of the cotton may
be greatly increased, owing to the sudden failure of the
ordmary sources of supply; or increased taxation may be
imposed on the raw material or on the manufactured
cotton; m either of these cases prices will be augmented
without causing any increase 1n the profits of capital; in
fact the increased cost of all the other elements of cost of
production would actually tend to dimimish the profits of
capital; and therefoie higher prices would be accom-
panicd by a declinc m the rate of profit. At tfie time of
the American war, the difficulty and expense of obtaining
raw cotton very greatly increased the price of cotton
goods; at the samc time manufacturers were sustaining
heavy losses, and wages were so much reduced that the
memorable cotton famine ensued. That high prices do
not make high profits 1s shewn by the simple considera-
tion that the rate of profit represents a proportion, and
that a proportion cannot be determined by one factor
simply, but depends on the relation 1n which this stands
to the other. The rate of 1nterest 1n fact depends on the
costliness of the other elements of cost of production, and
as by far the most important of these elements 1s labour,
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it 1s sufficiently accurate to say, as stated above, that the
rate of interest depends on the cost of labour. It has
frequently been stated that both profits and wages must
ulttmately be contained 1n the price realised by the article
prodifced by the jomnt excrtion of capital and labour.
Hence 1t 1s seen that the greater the propoition of this
price which has to be conceded to labour, 1n the form of
wages, the less remains to be enjoyed by the capitahst, as -
profits.  Cost of Labour, fo the Capitalist, therefore de-
pends on the proportion of the value of the product, due
to the joint exertions of capital and labour, which is
sccured as the reward of labour.

On what does the Cost of Labour depend? It is now
therefore desirable to ascertain accurately on what the
cost of labour to the capitalist depends. Mr Mill has
described the cost of labour as a “function of three vari-
ables.” That 1s to say, the cost of labour to the capitalist
is influenced by three circumstances, cach of which is
liable to variations.

These circumstances are

1. “The efficiency of labour.

2. The wages of labour (meaning thereby the real
reward of%he labourer).

3. The greater o1 less cost at which the articles com-
posing that real ieward can be-produced or purchased.”

If the efficiency of labour 1s mcreased while the wages
of labour and the cost of the necessaiics of hife are un-
altered, the cost of labour to the capitalist 1s diminished.
1f the wages of labour are increased, without a correspond-
mg mcrease 1n the cfficiency of labour, the cost of labour
to the capitalist 1s increased.

If the articles composing the real reward of the labourer
become less costly, without his obtamning more of them,
wages dechine and the cost of labour, to the capitahist, 1s
diminished.
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The rate of profit depends upon the share of the total
produce resulting from a given exertion of labour and
abstinence which 15 allotted to labour; and it will be
found on consideration that any variations in the genetal
rate of profit must be produced by variations in che or
morc of the three circumstances above enumerated.

An Example. In such a country as Australia the effici-
ency of labour 1s very gieat, owing to the large extent of
fertile Jand ; and the cost at which the necessaries of hfe
can be obtained 1s for the same reason very small.  These
cncumstances are sufficient to produce a very high rate
of profit, togcther with a high rate of wages.

Workmen are not ultimately benefited by a rise in wages
which causes their employers’ profits to sink below the ordi-
nary rate. In caplaining the i1clation between wages and
profits 1n the last chapter, it was said that the labourers
m any paiticular employment derive no permanent bene-
fit fiom a nisc 1in wages which reduces their employers’
profits below the ordinary rate. But 1t may be urged that
1f all the working men 1n such a nation as Great Britain
combined i therr demand for higher wages, they would
be able to obtain a larger sharc of the wealth produced
by capital and labour, and the current rate of profit pre-
vailing 1n this country would be reduced. Laying aside
the mnnumerable obstacles to such perfect organization
and unanimity amongst all classes of workmen which
such a demand would require, let 1t be supposed that 2
umveisal demand for higher wages takes place through-
out the United Kingdom, that the demand is conceded,
that profits are decrcased, and that the rate of interest is
reduced from 3} to 2 per cent.  Such a reduction would
tend in two ways to reduce the wages-fund, and therefore
ultimately to produce a fall in wages. The higher the
rate of intcrest the greater 1s the inducement to save. A
fall in the rate of intcrest from 3} to 2 per cent. would
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cause many persons to expend their wealth in their own
cnjoyments rather than employ it productively as capital.
A reward of £2 a year for every £ 100 which they abstain
fr8m spending would not be sufficicnt 1n a great many in-
standes to induce persons to save. Hence, the supply of
capital would be checked. On the other hand, there are
many persons who would say, “We cannot hve on the
income yielded by 2 per cent. on our capital; as we can-
not get more than this here we will invest in some foreign
enterprise, 1n an Indian tea garden, an American railway,
or a Peruvian mine.” A large amount of capital 1s con-
sequently exported, whilst at the same time the accumu-
lation of caprtal is checked by decieasmg the inducement
to save. Such circumstances would gradually produce
a very great dimmution i the capital of the country.
Circulating capital always bears some proportion to the
gross amount of capital. As previously explained in Sec-
tion I., Capital is divided into Fixed Capital and Circu-
lating Capital. If| therefore, the capital of a country is
dimnished, both these portions of 1t will 1n all probabi-
lity be reduced. The principal employment of circulating
capital 1 the maintenance of labourers; that 1s, paying
the wages of labour. A decrease 1n the amount of circu-
lating capital will therefore inevitably produce a decrease
in the wages of labour. Hence, 1t is scen that any cir-
cumstance which materially reduces the rate of interest
n a country checks the accumulation of capital, and
lcads to the export of capital. The capital of the country
1s thereby reduced, circulating capital 1s dimiished, and
wages falk

If the rate of interest is unduly decreased by the
demand of labourers for higher wages, the sufferings of
the working-classes when the consequent reduction of
circulating capital takes place will probably be very
acute. The increased wages which for a time they were
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able to secure would have stimulated a considerable in-
crease of population. When, thercfore, the reduction of
wages takes place, the labourers find that their numbers
have increased, and that their means of subsistence aie
diminished. Misfortune comes upon them like a two-elged
sword that cuts both ways. The labouring population of
the cast ecnd of London was a few years since suffering
under this double calamity. The expenses which a work-
1ing man nccessarily incurs are much larger in London
than 1n most places ; house-rent and fuel are dear, and
the rates are extremely high, the wagcs of labourers are
therefore necessarily higher in London than i such
a place as Glasgow. The consequence of this has been
that one of the principal trades of the east end of London,
ship-building, was for a time carried on by capitalists
at a comparative loss ; it has consequently been gradually
removed from London to such ports as Glasgow, where
labour and the requisite materials can be obtained
cheaper than 1in London. During the time in which high
wages were being realised by the London workmen a
large inciease of population was stimulated, and the
miseries produced by the subsequent sta"natlon of trade
were thus gicatly aggravated.

The Export of Capital widens the area of Competition.
The principal effect of the export of capital upon profits
1s that it widens the area of competition. It has been
said that when the profits rcalised 1n a particular trade
are exceptionally high, the competition of other capitalists
gradually reduces profits to the ordmary rate. If thisis
truc between one trade and another 1n the same country,
it is also true, though in a more limited degree, between
one country and another. Competition 1s not so active
between different countrics, because in many cases the
export of capital would be attended by great loss and
inconvenience. A shopkeeper in London may find his
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expenses so hcavy that, when he has deducted wages for
superintendence and compensation for risk, his capital
only returns him an interest of 2 per cent. He may at
the same time be well aware that the interest on capital
1n A#stralia 1s 10 per cent., and yct there may be insuper-
able obstacles to prevent him from entering into business
1n Australia. The difficulty of obtaining authentic n-.
formation respecting the best way of investing hus money
in that countiy, the distance which he would have to
travel, the expense he would incur if he determined upon
emigrating, and many other minor considerations, would
very probably be sufficient to deter him from leaving his
own country or investing in foreign enterprises. The
obstacles which have hitherto to a large eatent prevented
the export of capital are gradually becoming less power-
ful. As intelhgence is more widely diffused, and the
means of locomotion and communication are improved,
the export of capital will in all probability steadily in-
crease. In many parts of the Continent there aie a great
number of manufactures which are cartied on by English-
men with English capital. A large firm of stocking
manufacturers at Nottingham have a branch of their
busiess ®established 1n Saxony. If by a strike thewr
workmen 1n England should -succeed in getting such
wages as to reduce the profits of the Nottingham trade
below those realised i Saxony, the heads of the firm
would no doubt take every opportunity of reducing the
Nottingham business and increcasing the manufacture of
stockings 1n Saxony. In other woids, thetc would be an
export of fixed and cuculating capital from England to
Saxony. Such a phenomenon as a manufacturer carrying
on his business 1n a foreign country was almost unknown
a century ago, but 1t will 1n all probability become more
and more common until the rate of profit reahsed in
different countrics is more nearly simila than it now is.
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The three great divisions into which wealth is divided
have now been investigated ; this section cannot, however,
be brought to a close without explaining the effect of
trades’ unions, strikes, and co-operation upon wages and
profits. This explanation will form the subject of the
following chapter.

QUESTIONS ON CHAPTER II1.  T/e Profits of Capital.

1. What 1s the real naturc of the profits of capital ?

2. Shew by an example that profits are just and
should be perpetual.

3. Of what three elements are the profits of capital
composed ?

4. What is the interest on capital, and how can the
rate of interest in any country at any particular time
be ascertained?

5. Why does the rate of profit vary in different trades ?

6. Explain the cffect of insecurity of property upon
profits.

7. Is the rate of interest variable in the same country
and at the same time? ,

8. Why does the rate of interest decline as population
increases ?

9. Give an 1illustration shewing that the rate of inter-
est declines as the margin of cultivation descends.

10. It 1s sometimes said that profits depend on the
rate of wages; explain why this is inaccurate, and state
on what profits really depend.

11. Do Ingh prices necessarily denote large profits ?

12. Give an example shewing that higher prices are
sometimes accompanmed by a decline in the rate of profit.

13. On what three variables does the cost of labour
to the capitalist depend ?

14. In what two ways does a reduction of the rate of
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interest in any particular country tend to decrease the
national capital ?

o15. Explain the effect of such a decreasc on the con-
ditign of the labouring classes.

16. What therefore 1s the effect of the export of capi-
tal upon profits ?

17. Why does compctition act more slowly between
different countries than between different trades i the
same country ?

18. 'Why 1s the export of capital likcly to incicase?

1. How can the fact be accounted for that the profits
of a speculator on the stock exchange arc larger than the
profits of farming ?

2. Is usury wicked? Were the laws 1egulating the
rate of profit any good?

3. What effect has the export of English capital on
the rate of profit in England?

4. Suppose the whole labouring population of the
world by a combination succeeded 1n obtaining wages so
large that capital was deprived of any share of the wealth
1t assmtead to produce; what effect would this have on
production, and on the welfare of the entire community ?

5. Shew that a high rate of profit sometimes indicates
that a country 1s 1n a satisfactory condition, and some-
times the reverse. Illustrate this by the United States
and Mexico.

CHAPTER IV. On Trades Unions, Strikes, and Co-
operative Socicties.

The Functions of a Trade’s Union explained. A Tradc’s
Union 1s a society formed by the workmen engaged 1n
any particular trade ; this society gcnerally fulfils the
double purpose of a bencfit club and an organization for
protecting the interests of the workmen by obtaining for
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them the highest possible rate of wages. The utility of
trades’ unions as benefit clubs 1s undeniable. Each mem-
ber of a trade’s union 1s compelled by the rules of kis
society to contribute a ceitain weckly sum to 1its fands.
In the case of illness or loss of work he obtains assistance
from these funds, and 1n the case of his death his farmly
receives a certain sum of money from the same source.
In point of fact a trade’s union 1s an assurance company.
The assistance which tiades’ unions render to workmen
is so considerable, that no members of such unions as the
Amalgamated Carpenters and Jomers’, or the Amalgam-
ated Engincers’!, arc ever known to be in receipt of
parish relicf.

The other function of a trade’s union, namecly, that of
protecting the mterests of workmen by obtaining for them
the highest possible rate of wages, is that by which union-
1sm 1s best known, and it 1s this which has made it so
extremely unpopular with the capitahist classes. For
though unions are not necessarily connected with strikes,
a strike could not be successfully carried on without some
such organization as a trade’s union supplies.

Strikes. Notwithstanding the loss which workmen and
employers have frequently suffered in consequence of
strikes, few would now assert that workmen have not the
right to join an association for the protection of what they
believe to be therr interests. Let us inquire what a strike
really 1s. It 1s neither more nor less than a refusal on
the part of workmen to scll thewr labour on the terms

1 To give an idea of the importance of some of these societies
it may be stated that the Amalgamated Carpenters and Jomers’
Union has 190 branches, 8261 members, and an mcome of
£10,000 a year. The Amalgamated Engieers’ has 308 bianches,
33,000 members, an income of 487,000 a year, and a reserve
fund of £140,000. The Ironfounders’ has 107 branches, 11,121
membets, an mcome of nearly 430,000 a year, and a reseive
fund of 28,000,
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offered by those who desire to buy it. No one thinks a
corn merchant or any other trader 1s culpable if he re-
fuges to sell his goods at the price offered by his custom-
ers. JIf 1t be justifiable for a merchant to refuse the
terms offered by those who wish to buy his commodities,
it cannot be wrong for a workman to do the same; and
if 1t be right for one man to refuse to work on the terms
offerted by his employer, 1t cannot be wiong for ten, a
hundred, or a thousand men, to do the same. The con-
duct of workmen in striking for higher wages, or to resist
a reduction, may be either prudent o1 1mprudent, but 1t
can never deserve censure as morally wrong. “ ILvery
one has a night to do all that he wills, provided he 1n-
fringes not the equal freedom of any other person.” 1If
this moral law had always been obscrved by trades’
unionists they would have deprived their enemies of all
semblance of an argument against the 11ight of combi-
nation. This law 1s constantly violated by all classcs
of the community, and workmen have not hercin shewn
themselves superior to the rest of humanity. They have
not generally been content with the rnight of combina-
tion, butsthey have used force and violence to compel
those workmen to join their socicties, who would other-
wise have been unwilling to become members of trades’
unions. Constant annoyances, bodily violence, and cven
murder, are weapons which trades’ unionists have not
scorned to employ in order to prevent the competition of
non-unionist workmen and workwomen. Such conduct
deserves the strongest censure, and those who commut or
sanction it are deserving of the severest punishment, but
it does not touch the right of frecedom of combination,
which 1s all that rational upholders of trades’ unions con-
tend for. The fact that some men abuse the power which
this right confers, affords no reason why all should be
deprived of 1t,



152 DISTRIBUTION OF WEALTH. [SECT. L

Some of the means employed by Unlonists to obtain high
wages explained. It has been said that the object of a
trade’s union is to obtain for its members the highest pps-
sible rate of wages. Although trades’ unionists are,often
accused of sctting at defiance every principle of political
economy, they are good enough cconomists to know that
the rate of wages depends on the proportion between
the sum paid as wages and the number of those between
whom this sum 1s distributed. It is true that they do not
generally apply this important principle to the whole of the
wages-receiving class, but they do, as unionists, apply 1t to
the particular trade in which they happen to be employed.
Many of the rules of trades’ unions are, thercfore, designed
with the purpose of reducing or restricting the number of
workmen employed 1n the trade. For instance, no ship-
wright can beccome a member of a union who has not
served a seven years’ apprenticeship; and no employer
can engage a shipwright who cannot produce the inden-
tures of his apprenticeship, because, if he did so, all
the unionist wortkmen in his employment would strike,
Again, in the hat trade, no master workman may have
more than two apprentices at the same time. A& practical
restriction 1s also placed upon the number of biicklayers,
because no master mason (as the first-class workman 1s
called) will do any work whatcever, unless a labourer 1s
also employed to work under him.

A comparison of the restrictive Rules of Trades' Unions
with the Etiquette of the Learned Professions. It 1s curious
to observe that the rules of trades’ umons just quoted
have a remarkably exact parallel in the rules prevailing in
the learned professions of medicine and the law. No
shipwright will work 1n the same yaid with a man who
cannot produce the indentures of his apprenticeship. No
doctor will meet 1n consultation one who has not received
the degree of some recognised licensing body. All the
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licensing bodies in England refuse to admit women to
their degrees, and the compctition in the medical pro-
fession is by this means restricted. There have fre-
quently been strikes agaimnst the admittance of women
into c®rtain trades, such as china-painting, carpet-weaving,
etc., but the trades’ unions in these branches of industry
are less peifectly orgamised than in the medical pro-
fession, and the exclusion of the competition of women
has not been so complete. No hatter may have more
than two apprentices at the same time. No solicitor
may have more than two pupils 1n his office at the same
time. No master mason will work without an inferior
under him. No Queen’s Counsel will go into court
without a junior barrister with him. This curious re-
semblance 1s not quoted in defence of the restrictive
rules of trades’ unions, but merely to shew that the
learned and the unlearned have resorted to the same
means for protecting the terests of their own profession
or trade. No doubt both believe that these restrictions
are good for themselves in particular and for the com-
munity in gencral. But if the restrictions are unjustie
fiable in the one instance, they must be so in the other.
There a.re Combinations amongst Employers as well as
amongst Workmen. There are trades’ unions in a great
many businesses and professions which are called by
other names. Some of the opponents of unionism over-
look the fact that combinations are formed by the em-
ployers as well as Ly the employed. The 1ron-masters,
for 1nstance, have their quarterly meetings at which they
agree upon the wages to be offercd for particular sorts of
work during the ensuing three months. When they
resolve upon a reduction of wages, they agree that the
alteration shall be simultaneous throughout the whole
district ; just as workmen, 1n any trade, agree to strike
work on a particular day, when they are contending for
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higher wages. Many instances of trades’ unionism may
be found in the exclusion of women from the great
majonity of trades and professions, for which they possess
no natural disqualifications. .
Trade Combinations imply hostility: while this remains
strikes and lock-outs will continue to occur. The combina-
tions existing among employers are justifiable on exactly
the same grounds as the combinations of workmen. The
hostility which such combinations 1mply may be deplor-
able, it certainly leads to much misery and pecuniary
loss ; but while the hostility remains no good can be done
by attacking the right of combination. Trades’ unions
and associations of employers would not exist in thewr
present form, unless there were an antagonism of interest
between workmen and their employers. Those, thercfore,
who most deplore the frequency of strikes, and the misery
and heartburnings they produce, should endeavour to re-
move the antagonism of interest between employers and
employed, of which strikes and lock-outs are only the
outward and visible signs. A “lock-out” 1s really a strike
of the masters. The men make some demand for shorter
hours or for higher wages, which the employers 1efuse to
grant. The men persisting 1 their demaifd, the em-
ployers thioughout the district discharge all their work-
men. Their gates aie closed ; and production 1s entircly
suspended, until one or other of the partics gives way, or
until some compromise is agreed to by both.
Co-operation. Many schemes have been of late pro-
pounded, with the view of removing the present antago-
nism between capital and labour, by making employers
and employed feel that their interests are in the main
identical. The fundamental principle of all these schemes
is that workmen should have a direct pecuniary interest
in the prosperity of the trade in which they are engaged ;
this interest is created by the workmen owning the whole
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or some part of the capital which their industry requires.
Co-operative trading societies are those in which the
workmen employed own the whole of the capital necessary
for’carrying on their business. In such cases 1t is evident
that she antagonism between employers and employed
ceases to exist, because both capital and labour are pro-
vided by the same individuals. There are several co-
operative trading societies in Great Britain, but the most
successful and consequently the best known of these
institutions are in Pans. In the year 1852 seventecn
masons, in Pans, resolved to carry on business with the
aid of no other capital than that which they themsclves
could provide. They at first created a small capital by
saving one-tenth of their daily earnings. With this small
beginning they commenced business, and so successful
were they, that 1n 1860 the society consisted of 107
members with a capital of £14,500. Many most im-
portant buildings in Paris have been built by this society.
Every labourer employed 1n this society owns part of the
capital. The ordmary wages are paid and the profits of
the capital are distributed 1n the following manner.—two
fifths are reserved to pay the annual dividend on the
capital, arld the remaining three fifths are distributed as
a bonus upon labour, The amount of the bonus which
each labourer receives is proportioned to the amount of
work which he has done during the year. By this arrange-
ment perfect identity of interest 1s established between
capital and Jabour,and, at the same time, the carnings of
each individual are proportionate to the amount of capital
which he has in the concern, and upon the quantity of
labour which he performs. The co-operative principle
was applied with great success to agriculture, by the late
Mr Gurdon, of Assington, Suffolk. About 40 ycars ago
Mr Gurdon let some farms to an association of labourers ;
he advanced them the necessary capital, which they
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agreed to repay in a certain number of years. The
experiment has proved entirely successful ; the farms are
in a high statc of cultivation ; Mr Gurdon’s capital has
long since been repaid, and the condition of the labouters
has improved 1n the most striking mannei. The latourers
appomnt from among their own body a commuttee of
management, and those who are employed receive the
ordinary agricultural wages, and at the end of the year
the profits are divided amongst all who own shaies.
Copartnership. In England a modification of co-opera-
tive principles has been carried out 1n scveral instances
with great success. One of the best known of these co-
partnerships of industry was that which was started by the
Messrs Briggs, of Mcthley ncar Leeds. These gentlemen
had long been large colliery proprictors ; they were so
harassed by constant disputes with the miners, and had
suffered so much pecuniary loss from the frequcncy of
strikes, that their profits were very seriously reduced,
and they were almost determined upon rehinquishing
their business. They however finally resolved upon try-
ing, as a last resource, the cffect of a partnershup between
capital and labour. They accordingly conyerted their
business nto a joint-stock company, the capital of which
was £135,000, 1n gooo shares of £15 each. The Messrs
Briggs retained 6ooo of these shares, and the remaming
3000 shares were offered to the men employed 1n the
mines. These shares were quickly taken up, and thus
a workman, cven if he owned but onc share,*was virtually
a paitner 1n the concern. The company 1s managed by
ditectors, by whom all the sharcholders are represented,
the workmen appointing one of their own body. When
the profits on capital excced ten per cent., 1t has been
agreed that half the surplus should be distributed as
a bonus upon labour, each workman receiving a sum
proportionate to the wages he has earned during the pre-
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vious year. This scheme worked with great success for
ncarly ten years; during a time when disputes betwecn
employers and employed in the surrounding district were
bitter, when strikes were frequent and heavy losses were
being Tade, the business of the Messrs Briggs was most
prosperous, and the rclations between them and their men
were harmonious and fuiendly. It has, howevel, unfor-
tunately happened that the principle of copartnership
which wcathered the storm of adverse times and slack
trade, was not proof against the trial of a very large and
sudden ncrease 1n the profits and wages in the coal trade.
In the years 1871 and 1872, the degree of prosperity 1n
the coal trade was quite unprccedented. Wages and
profits were almost doubled. Under these circumstances
a dispute arose at Mcthley on the manncr and the pro-
portion in which these greatly increased profits should be
distributed between capital and labour ; and the dispute
resulted 1n the abandonment of the copartnership prin-
ciple.

Although the experiment tried at Mcthley has been
abandoned, it should be remembered that the circum-
stances under which it was given up were very excep-
tional. Copartnership has been adopted with uninter-
rupted success in several other departments of industry;
for example, by the Messrs Crossley in their large carpet
manufactory at Halfax, and by the late Lord George
Manners on a farm which he cultivated near Newmarket.

The advdntages of co-operation and copartnership
may be divided into two classes. In the first place,
strikes are avoided, and consequently great pecunidry
loss is prevented. In the second place, the efficiency
of labour 1s greatly increased, and consequently more
wealth is produced. A workman too often has the feeling
that it makes no difference to him whether he 1s indus-
trious or idle, careless or careful of his employer’s pro-
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perty. He and his employer look upon each other as
natural encmies, one of whom tries to do as lhttle work
and get as much wages as possible, and the other tries to
give as little wages and to get as much work as pogs le.
In such a condition of things overlookers have to be
engaged by the employer, to sec that the workmen fulfil
their share of the bargain; but however much they are
overlooked average men will never work with the best
energy they can give, unless they feel that they them-
selves are directly benefited by their own labour. The
stimulus which copartnership gives to labour is too often
ovcrlooked. Every capitalist who has given copartnership
a fair trial in his own business, is always ready to admt
that 1t is most profitable in a pecuniary sense. The bonus
distributed among the workmen does not represent so
much taken away from the employer’s profits; it repre-
sents part of the pecuniary value of the increased effi-
ciency of labour.

We are constantly assured that strikes have imperilled
and still threaten to destroy the commercial greatness of
England. Stiikescan never be prevented by discouraging
trades’ unions by adverse legislation. Thaty plan has
been tried for half a century, and strikes have become
more and more frequent. Strikes are the result of the
antagonism between capital and labour. Remove the
antagonisi, and strikes will die a natural death.

Boards of Arbitration. In some industries, especially in
the lace and hosiery trades of Nottingham, the establish-
ment of boards of arbitration has been most successful in
preventing strikes. These boards are composed of an
equal number of workmen and employers; they meet
every month, and all disputes between masters and men
are submitted to the arbitration of the boards. Nothing
can be more beneficial than the operation of these boards
when once a dispute has arisen ; and by promoting friendly
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intercourse between employers and employed, they may
have some influence 1n preventing disputes; but 1t must
be porne 1n mind that they deal with the symptom—the
strikegyand not with its cause—the antagonism of interest,
They cannot therefore be regarded as complete and etfi-
cient remedies for strikes,

Co-operative Stores. Some musapprchension may arise
by confusing co-opc:ation with the so-called “co-opera-
tive” stores which have lately become so popular in
London and other large towns, The real nature of co-
operation 1s an union between capital and labour. In
such 1nstitutions as the Civil Service Store in the Hay-
market, there 1s not necessarily any connection between
capital and labour. It 1s a joint-stock company, the
shares of which are owned, for the most part, by those
who do not contribute by their labour to the success of
the store. The shopmen and superintendents may own
shaies, but 1t 1s not an essential part of the undertaking
that they should do so. A co-operative store rches for
1ts success, not on an union of capital and labour, but
mainly upon the rcady-moncey principle.  The prices of
commoditmes sold m a co-operative store are less than
those charged 1n an ordinary shop, because no bad debts
are made, no expensive advertising nced be resorted to,
no costly shop-fronts need be kept up, and the cost of
carriage of goods sold 1s not borne by the proprietors of
the business, There 15 no reason, except the difficulty of
overcoming the prejudice against anything new, why
nearly all tradesmen should not conduct their businesses
on the same punciples as a co-operative store. The
oldest and most celebrated of co-operative stores is that
of the Rochdale Pioncers Inthis society the rcady-money
principle is strictly adhered to, and the goods are sold at
the ordinary retail prices. The accounts are made up
quarterly, and the profits are divided in the following
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manner ; five per cent per annum is allowed as interest
on the sharcholders’ capital, and the remainder is divided
among the purchasers, each customer receiving an amount
proportionate to the sum which he has expended in pur-
chasing commodities at the store. The Rochdale Pioneers’
Society, which was started by workmen, and began
1 1844 with sufficient capital only to buy one chest of
tea and a hogshead of sugar, now does a business of
4,250,000 a year. There can thercfore be no doubt that,
when skilfully managed, co-operative storcs are capable of
achieving very striking financial success.

The advantages which co-operative stores afford to
their customers are undoubted. It 1s therefore probable
that the principle of rcady-money payments, the main
cause of the success of co-opcrative stores, will, in time,
become general 1n many branches of trade.

QUESTIONS ON CHAPTER IV. Trades Unions, Strikes,
and Co-opcrative Socicties,

1. What s a trade’s union? .

2, What two functions docs a trade’s union usually
fulfil?

3. Why arc trades’ unions unpopular with the capi-
tahist classes?

4. What 1s the conncction between trades’ unions and
stiikes? .

5. What is a strike?

6. Can it be shewn that men have no right to strike?

7. In what respect has the conduct of trades’ unionists
frequently been blameworthy?

8. Explain some of the rules by means of which trades’
unionists have endeavouied to raise the wages given 1n
their own employments.
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9. Describe the similarity between the rules of trades’
unions and the etiquette of the medical and legal pro-
fessions.

10. Give an instance of the combination of employers,
and snew that their nght to combine for the protection
of their interests 1s as incontestable as that of their
employés.

11. Shew that no good can be done by attacking the
right of combination.

12.  What s the real cause of stiitkes and lock-outs?

13. ow can this cause be removed?

14. Describe co-operation, and give an example of 1ts
successful working.

15. What 1s copartnership? Give an illustration.

16 Do copartnerships involve any pecuniary sacrifice
on the part of the employers?

17. What are the special advantages of copartnership?

18. What s a co-operative store? Upon what prin-
ciple is 1t based?

19. Why can lower prices be charged in a co-operative
store than 1 an ordinary shop?

20. Giyeabriefaccount of the Rochdale Pionecrs’ store.

1. Write an exercise describing the advantages which
workmen obtain from combination, and point out that 1n
driving a bargain with their employer 1t 1s only by means
of combination that they can place themselves in a posi-
tion fully to protect their own interests.

2. If you were a member of a trade’s union, and a
strike were resolved upon, would you advise that the
strike should be commenced when trade was active or
when 1t was dull?

3. Do you think co operative stores do harm to the
interests of the community because they injure the retail
grocers and other tradesmen?  And 1if not, why not?

F. 6



SECTION 1V.

On Foreign Commerce, Credit, and Taxation.

THIS section comprises chapters on Foreign Commerce ;
Ciredit and 1ts influence on prices; and Taxation. It
will pcrhaps appear that foreign commerce and credit
should have been explained 1n the section headed ‘“The
Exchange of Wealth.” It however scems that in a short
and elementary tieatise therc are many advantages in
separating the subjects usually comprised under the
head “Lxchange of Wealth,” A knowledge of the
meaning of value and price, of the causes which regulate
the prices of commodities, and of the true naturc of
money, 1s essential to a night understanding of the causes
which determune the respective amounts of rint, wages
and profits. At the samc tune the subjects of foreign
commeice and credit, if introduced prior to the consi-
deration of the distitbution of wealth, might have wearied
and perplesed the beginner.  These subjects have there-
fore been reserved for the 4th and last scction.

. CHAPTER 1. On Forciygn Commerce.

A development of Foreign Commerce ensures division of
labour. The great advantage derived from foreign com-
merce 1s that which 1s obtained by division of labour. If
countries trade freely with each other, the natural conse-
quence 1s that each nation gradually increases the pro-



‘CHAP. 1.] ON FOREIGN COMMERCE. 163

duction of those commodities for the manufacture of
which circumstances have specially adapted 1t ; at the
sarge time it decreases the manufacture of those com-
modityes which 1t has no particular facilities for producing.
In this way the cost of production 1s diminished, and
capital and labour work with their maximum efficiency.
Take an example : Fiance has great natural advantages
for the manufacture of wine ; her climate and the habits
of her people cause the cultivation of the vine to be car-
ried on with great success. Such countries as France,
therefore, produce not only sufficient wine to supply their
own wants, but also enough to satisfy the demand of
countries like England, the clunate of which 1s unsuited
to the cultivation of the vine. The advantage of foreign
trade 1s that we get from foreign countries either what
we could not producc at all for ourselves ; or else we get
commodities in exchange for a smaller expenditure of
labour and capital than 1t would cost us to produce them
ourselves.

Protection is disastrous to the general interests of the
Community. The West Indies, and some of the Southern
States of whe American Union, have special advantages
for the cultivation of sugar. Were foreign commerce un-
restricted these countries would probably grow sugar for
the whole of Europe. In France, however, the duty on
umported sugar is so heavy as to prevent its consumption,
This duty 1s levied with the view of “protecting” the home
industry. The French protectionist would say, “ There 1s
a large class of industrious people 1n France employedein
making beet-root sugar. The cost of producing this sugar
is greater than the cost of producing sugar in the West
Indies from the sugar-cane. If the West Indian sugar
were freely imported into this country, it would be
sold for a smaller price than would recompense the
_producers of the beet-root sugar. It is therefore expe-
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dient to levy so large a duty upon the West Indian
sugar, as would raise its price above that of the home-
grown sugar, and thus effectually prevent its importation,
By this means, the industry of France will be encouraged
and the interest of the beet-root sugar-growers will be
protected.” Such an argument may at first sight appear
plausible, but it quite overlooks the fact previously de-
monstrated, that a demand for commodities 15 not a
demand for labour. Ifthe sugar-growers of France were
undersold by the sugar-giowers of the West Indies, the
former might for a time suffer pecuniary loss ; but the
ultimate result would be that they would gradually with-
draw their labour and capital from a comparatively unre-
munerative trade, and employ them in some other industry,
such as the cultivation of the vine, for which France pos-
sesses exceptional advantages. Thus there is no loss,
but a transfer of capital and labour from a comparatively
unremunerative employment to one in which they would
work with greatly increased efficiency. In such a case,
the total production of wealth is increased, and the na-
tional capital consequently augmented.

The effect of Protection on Wages. But there is still
another view of the matter. In the argument which we
imagined a French protectionist would use to justify the
prohibitive duty on imported sugar, the interest of one
class was entirely overlooked ; this class is one for which
protectionists have usually no consideration whatever.
They busy themselves much in protecting the producers
ol commodities, but they never consider the consumers
of commodities. To1eturn to the illustration of the sugar-
growers. Sugar 1s so unwversally used as to be almost a
necessary of life. Any circumstance which reduces the
price of sugar tends to increase the real reward of the
labourer, and confers a direct benefit upon thousands of
people. If any necessary of life is cheapened one of two
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things must occur, either the cost of production is de-
creased, or the real reward of the labour is incrcased.
If wages remain the same, after the price of a necessary
is d.ecreased the rcal reward of the labourer is augmented,

because his money-wages will exchange for a larger
quantity of commodities. If, on the other hand, wages
are decreased in proportion to the increased cheapness
of a necessary, the real reward of the labourer remains
the same, whilst the cost of production 1s decreased. It
is therefore evident that the benefits attending a decrease
in the price of any of the necessaries of life are much more
general 1n their operation than the supposed benefit which
is conferred upon producers by protecting them against
foreign competition. A decrease mn the price of a com-
modity also leads to an increased accumulation of capital ;
for the expenditure of consumers being reduced they have
greater opportunity of saving, and a larger amount of
wealth is consequently employed as capital. In striving
to protect the producers of a commodity, protectionists
thus inflict a much deeper injury upon the whole com-,
munity than at first sight appears.

An {llustgation of the effect of a bounty for the encourage-
ment of Native Industry. At the present time hardly any
fine white sugar 1s made in England ; the Enghsh con-
sumers are supplicd almost entirely fiom France. The
reason of this 1s not that French sugar 1s better, or,
naturally, cheaper than what was formerly manufactured
in England.® It can, however, be sold at a cheaper rate
because the French government give what wvirtudjly
amounts to a bounty on all the sugar exported frém
France. This bounty enables the French sugar refiners
to undersell their English competitors, and consequently
nearly all the large sugar refineries which used to exist
on the Clyde and at Bristol have becn shut up, and the
labour and capital which they employed are being trans-
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ferred to other industries. It is thus seen that no per-
manent mjury 1s inflicted on Enghsh industry by the
policy of the French government ; but that the simple
result of the protection they afford to their home industry
15 that the whole French nation 1s taxed 1n order to enable
the whole English nation to obtain sugar at less than cost
price.

The arguments of Protectionists applied to the introduc-
tion of Steam-carriage. The plea of protection might
have been urged with great force by the owners and
drivers of stage-coaches at the time of the introduction of
railway travelling : they might have said that these new-
fangled railroads would cause many hundreds of people
to be thrown out of employment ; that coach-proprietors
and the owners of roadside 1nns would be ruined, that the
national character would deteriorate, and that the 1ace of
horses would 1n a few years become eatinct. All this
very possibly was said, but with no avail The coach-
drivers and proprictors and the mmnkeepers were a very
small body compared with the rest of the community ; the
good of the many was preferied to the profit of the few;
and a wonderful development of commerce and, other 1n-
numerable advantages derived from railway travelling
have resulted.

The Candlemakers’ Petition. M. Bastiat, in the following
witty sketch, has placed in strong relief the absurdity of
protection.

i “ THE CANDLEMAKERS PETITION.

(3
¢ Petition of the Manufacturers of Candles, Waxlghts,
Lamps, Candlesticks, Strect-lamps, Snuffers, Extin-

1 Many paragraphs of this petition have been omutted ; but 1t
is hoped that nothing has been left out which 1s essential to the
line of argument adopted.
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guishers, and of the producers of Oil, Tallow, Resin,
Alcohol, and generally of everything connected with
L.nghtmg.

“To Messicurs the Members of the Chamber of Depulies.
“ GENTIEMEN,

“ We are suffering from the intolerable competition of a
foreign rival, placed, 1t would seem, 1n a condition so far
supertor to ours for the production of hight, that he abso-
lutely znnndates our national market with 1t at a puce
fabulously reduced. The moment he shews himself our
trade leaves us—all consumers apply to him; and a
branch of native industry, having countless 1amifications,
1s all at once rendered completely stagnant. ‘This 1ival,
who 1s no other than the Sun, wages war to the knife
agunst us, and we suspect that he has been raised up by
perfidions Albion ; mmasmuch as he displays towards that
haughty 1sland a circumspection with which he dispenses
1n our case.

“ What we pray for 1s, that 1t may pleasc you to pass a
law ordering the shutting up of all Windows, Skyhghts,
Dormer-wgndows, Outside and Inside Shutters, Curtains,
Blinds, Bull’s-eyes; 1n a word of all Openings, Holes,
Chinks, Clefts, and Fissurcs, by or through which the
hight of the Sun has been allowed to enter houscs, to the
prejudice of the meritorious manufactutes with which we
flatter ourselves we have accommodated our country,—a
country which, 1n gratitude, ought not to abandon us now
to a stiife so unequal. ;

“We urge the following rcasons in support of our re-
quest. First: 1if you shut up as much as possible all
access to natural hght, and create a demand for artificial
light, which of our French manufactures will not be en-
couraged by 1t?

“If more tallow is consumed, then there must be more
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oxen and sheep; and consequently we shall behold the
increasc of artificial meadows, meat, wool, hides; and,
above all, manure, which is the basis and foundation, of
all agricultural wealth,

“If more oil is consumed, then we shall have an ex-
tended cultivation of the poppy, of the olive, and of cole-
wort. These rich and exhausting plants will come at a
right time to enable us to avail ourselves of the increased
fertility which the rearing of additional cattle will impait
to our lands.

“Our heaths will be covered with resinous trees. Nu-
merous swarms of bees will, on the mountains, gather
perfumed treasures, now wasting their fragrance on the
desert air, Iike the flowers from which they are dernived.
No branch of agriculture but will then exhibit a cheering
development.

“The same remark applies to navigation. Thousands
of vessels will proceed to the whale fishery, and 1n a short
tume we shall possess a navy capable of mamtaining the
honour of France, and gratifying the patriotic aspirations
of your petitioners.

“But what shall we say of the manufacture of articles
de Paris? Tenceforth you will behold gildings, bronzes,
crystals, 1n candlesticks, 1n lamps, 1n lustres, 1n can-
delabra, shining forth 1n spacious waierooms, compared
with which those of the present day can be regarded but
as mere shops.

“No poor Resiner from his heights on the sea-coast,
no! coal-miner from the depth of his sable gallery, but
will 1ejoice 1n higher wages and increased prosperity.

“Only have the goodness to reflect, Gentlemen, and
you will be convinced that there 1s perhaps no Frenchman,
from the wealthy coal-master to the humblest vendor of
lucifer matches, whose lot will not be ameliorated by the
success of our Petition. If you urge that the light of the
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Sun is a gratuitous gift of nature, and that to reject such
gifts is to reject wealth itself, under pretence of encour-
aging the means of acquiring it, we would caution you
ag®inst giving a death-blow to your own policy. Remem-
ber yBu have hitherto always repclled foreign products,
because they approximate, more ncarly than home pro-
ducts, to the character of gratuitous gifts. To comply
with the exactions of other monopohsts, you have only
half a motive ; and to refuse us, simply because we stand
on a stronger vantage ground than others, would be to
adopt the equation, +x+=-; 1n other words, 1t would
be to heap absurdity upon absurdity.

“Natuie and human labour co-operate 1n various pro-
portions (depending on countries and chimates) in the
production of commodities. The part which nature exe-
cutes 1s always gratuitous; 1t 1s the part exccuted by
human labour which constitutes value and 1s paid for. If
a Lisbon orange sells for half the price of a Paris orange,
it 1s because natural, and thercfore gratuitous, heat does
for the one what artificial, and conscquently expensive,
heat must do for the other. When an orange comes to
us from Portugal, we may conclude that 1t 1s fuimished 1n
part gratuitously, 1n part for an oncrous consideration ; 1n
other words, it comes to us half-price as compared with
those of Paris. :

“Now 1t 1s precisely the gratuitous half (pardon the
word) which we contend should be excluded. You say,
How can na&ional labour sustain competition with foreign
labour, when the former has all the work to do, andgthe
latter only does onc half, the Sun supplying the remainder?
But if this half, being gratuitous, determines you to ex-
clude competition, how should the whole, being gratui-
tous, induce you to admit competition? If you were con-
sistent, you would, while excluding as hurtful to native
industry, what 1s half gratuitous, exclude @ fortiori and

6—s
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with double zeal, that which is altogether gratuitous.
Once more, when products such as coal, iron, corn or
textile fabrics are sent us from abroad, and we can ac-
quire them with less labour than if we made them Jur-
selves, the difference is a free gift conferred upén us.
The gift 1s more or less considerable in proportion as the
difference is more or less great......... It is as perfect and
complete as it can be when the donor (like the Sun in
furmishing us with light) asks us for nothing. The ques-
tion, and we ask it formally,is this: Do you desire for
our country the benefit of gratuitous consumption, or the
pretended advantages of oncrous production? Make
your choice, but be logical; for as long as you exclude
foreign fabrics, in proportion as their price approximates
to zero, what inconsistency would 1t be to admit the light
of the Sun, the price of which is already at zero during
the entire day!”

Forelgn trade will be advantageous ta both countries only
when the relative cost of the commodities exchanged is
different in each country. Having now explained the
gencral principles of Free Trade, and the advantages
which nations derive from foreign commerce, let us 1n-
quire into the actual effect of the exchange of commodi-
ties between two such countries as France and England.
In the first place, it must be borne in mind that no profit
arises from the exchange, by two countries, of one com-
modity for another, unless the relative cost of the two
commodities 1s different in the two courtries. Both
cm;“modxties may be cheaper in the one country than in
the other, but they will not be exchanged unless their
relative cost is different. For instance, gloves and spirits
may both be cheaper in France than in England ; it may,
therefore appear evident that France will never send
gloves to England in exchange for spirits; but suppose
that in France four pairs of gloves are equal in value to
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a gallon of spirits, whilst in England four pairs of gloves
will exchange for one gallon and a quarter of spirits,
In this case a French glove merchant would gam a
quirter of a gallon of spinits for every four pairs of
glove® which he exchanged with England; and the ex-
change might accordingly take place with advantage to
both countries. If, however, the relative value of gloves
and spirits were the same 1n each country, no exchange of
these commodities would take place, because the mer-
chants conducting such an exchange would recalise no
profit by the transaction. If four pairs of gloves equal in
value a gallon of spirtts in France and in England, a French
glove merchant would not seek to cffect an exchange with
an English spirit merchant, because he would not gain
anything by so doing. It has now been proved that the
relative cost of the commodities which are exchanged
must be different in the two countries effecting the ex-
change. But the amount of difference has not yet been
defined. The difference must be at least sufficient to
cover the cost of conveying the commodity from the one
country to the other and to leave a margin of extra
profit to the exporter. For no merchant will undertake
the trouble and nsk of exporting a commodity to a
foreign country, if the price realised by the exported
commodity 1s such that his profit is no greatér than he
would have obtained by selling the commodity 1n his own
country.

The terms ef the exchange are regulated by an equalisa-
tion of Demand and Supply. The mimmum differenc§in
the relative value of the commodities has been defined ; but
the difference may be much more than sufficient to cover
the cost of carriage and to leave a small margin of profit
for the exporter. Suppose for instance that a ton of coal
in France will exchange for a quarter of wheat, whilst in
England at the same time a ton of coal will only exchange

6—6
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for one-third of a quarter of wheat. We may assume that
the English coal merchant considers himself sufficiently
recompensed if, in England, a ton of coal exchanges {or
one-third of a quarter of wheat ; but hecaning thatin ¥ rance
he could get three tumes as much for his coal, he resolves
upon exporting it to that country. The question now
arises, Will he be able to secure the whole two-thirds of a
quarter of wheat, as extra profit upon every ton of coals
he sends to France ? In answer to this question we refer
to Section-I1. 1n which 1t was shewn that the price of a
commodity 1s adjusted by an equalisation of demand and
supply. We have supposced that the English merchant
sends coals to Fiance and obtains wheat 1n exchange for
it ; by this transaction 1t 1s evident that the supply of
foreign wheat 1n England 1s increased, and therefore the
demand for home-grown wheat diminishes; for similar
reasons the amount of coal sent to France 1s increased,
and consequently the demand for French coal diminishes.
Now it was shewn 1n Section II., when the theory of Value
was explained, that if other things remained unaltered, an
incieasc in the demand for a commodity causes an increase
in 1ts price; and that a reduction mn the demand for a
commodity decreases its price. In other words, the price
of a commodity 1s adjusted by equalising the supply with
the demand. It 1s evident theicfore that the exchange
between England and France of coal and wheat affects
the price of these commodities in both countries. In
England the price of coal 1s increased, bechuse the de-
ma’ld is increased; and the price of wheat declines,
because the supply 1s augmented. The opposite effect 1s
produced 1n France; the price of coal dechming, apd that
of wheat incrcasing. It 1s now evident that the exchange
between the two countries will not be madc on the same
terms as were at first agreed upon. There will no longer
be a difference of £ of a quarter of wheat 1n the exchange
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power of coal in the two countries ; in England the ex-
change power of coal will have increased, in France it
will have diminished ; and finally, 1f competition is quite
unch.ecked, the difference 1n the price of coal and wheat
in the two countries will only be sufficient to cover the
cost of carriage from one country to the other, and to
afford a reasonable 1cmuncration to the capitahst for the
risk and trouble which exportation entails. The price of
a commodity, in so far as there 1s frec competition among
1ts producers, depends ultumately upon 1ts cost of produc-
tion. Cost of carriage is frequently an important element
1 the cost of production of imported commodities. When
import and export duties are removed, the cost of carriage
1s the principal cause of the difference of price of the same
commodity 1n different countrics. This 1s rendered more
clear 1if the exchange 1s supposed to take place between
two places where legislative enactments do not attempt to
check the free interchange of commodities. For instance,
Lancashire produces cotton goods, whilst Lincolnshire
grows a great quantity of wheat. The diffcrence 1n the
relative value of wheat and cotton cloth in Lincolnshire
and Langushire would be very considerable if these coun-
ties were prevented from exchanging theirr commodities
for those produced in other localities. As 1t is, however,
the difference 1n the price of wheat and cotton 1n Lanca-
shire and Lincolnshire can never be greater than suffices to
cover the expensc of conveying thesc commodities from
the onc coulity to the other. In I'yance, previous to the
revolution, the protective spirit was so active that W%‘eat
could not be sent fiom onc province to another in that
country. The consequence was that the greatest variety
of prices prevailed ; wheat being plentiful and cheap in
one place, whilst at another, owing to a bad harvest, 1t
was very scarce and extremely dear.

The manner‘in which the suppiy of an exported commodity
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is equalised with the demand, It is not difficult to trace
the manner in which the supply of an exported commo-
dlty is equalised to the demand, by an adjustment of the
price. It has been assumed that an English merchant
by sending coal to France and obtaiming 1n exchange for
each ton a quarter of wheat, realises an extremely high
profit. It therefore follows that the English merchant
will export as much coal to France as he can; other mer-
chants will also do the same, 1n order to participate in the
exceptionally high profits. In this way the supply of coal
is very largely increased in France, and in order to be
able to sell 1t the exporters are obliged to reduceits price ;
at the same time, owing to the reduction of the supply of
coalin England, its price 1s raised in that country. Hence
the inducement to export coal 1s checked in two ways.
The value of coal 1s raised in England and depressed
in France; merchants no longer obtain as much as §of a
quarter of wheat more in France than in England; what
they do obtan in exchange for their coal in France 1s
ultimately only sufficient to pay the cost of carriage and
to recompense them for their rnisk.

Reciprocity. A great dcal of misapprehension exists
respecting the advantage which a country obtains from
foreign trade. It 1s said by some that there ought to be
reciprocity of exchange : that, in fact, we should not
consent to accept anything from a foreign country, unless
that country will accept some of our manufactured com-
modities 1n return. Even the adherents ofsthis theory
woifud hardly like to carry 1t out consistently. We obtain
large quantities of tea from China, for which the Chinese
people demand an equivalent value of silver. They do
not, as a rule, accept our merchandise in return for their
tea: this may be a great mistake on the part of the
Chinese, but they are the principal sufferers, and not we.
The preachers of reciprocity would hardly venture to
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suggest that we should refuse to allow the importation of
tea from China until the Chinese will accept our manufac-
tured goods in exchange for it.

When there is an exchange between two countries, the
profit’ of each country varies inversely with its demand for
the imported goods. In the case of the exchange of com-
modities between two countries, the greatest profit is
realised by that country whose demand for the imported
commodity is the less urgent. Thus, in the case of ex-
change previously investigated, any increase in the de-
mand for coal in France would causec the Englsh
importers of coal to obtain more favourable terms of
exchange; the value of coal would nse, and the im-
porters would obtain a larger quantity of goods in ex-
change for it. This increased value would not however
be maintained, because 1t would attract a larger supply ;
if the value were permanently increased 1t would denote
that the cost of production had increased, in consequence
of the increased demand causing less productive mines to
be worked.

It must be borne in mind that the direct benefits of
foreign trade consist in increasing the productive powers
of the world, by enabling each country to apply its
capital and labour to those industries in which they
will be most efficient. In so far as this 1s done coms-
modities are produced with the least possible expen-
diture of capital and labour. On this point Mr Mill says,
“ There is«nuch misconception 1n the common notion
of what commerce does for a country. When comnyerce
is spoken of as a source of national wealth, the n-x;gi-
nation fixes itself upon the large fortunes acquired by
merchants, rather than upon the saving of price to the
consumers. But the gamns of merchants when they
enjoy no exclusive privilege are no gieater than the
profits obtained by the employment of capital in the
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country itself....Commerce is virtually a mode of cheap-
ening production ; and 1n all such cases the consumer
is the person ultimately benefited ; the dealer in the end
is sure to get his proﬁt whether the buyer obtains much
or hittle for his moncy.”

Besides the economical advantages derived from foreign
trade 1t also produces moral and intellectual effects of
the greatcest importance. It brings into contact with each
other the inhabitants of all the nations of the world ; 1t
is the greatest of civilising agencies, and 1t is the prin-
cipal guarantee for the maintenance of peace. By keep-
ing up a constant communication between widely dif-
ferent nations, it enables each people, by comparing its
own laws, institutions and manners with those of other
countries, to profit by the example or to take wainmng
by the fate of other nations. Commerce has also taught
nations that they do not profit by each other’s mis-
fortunes, but that each country has a direct interest in
the welfare and prosperity of every other.

The strongest case which the opponents of free frade
have ever made, is the following :—If a nation engagesin
foreign trade the commodities which it exportg will rise
1n value, whilst those which 1t 1mports will decrease in
value. This is evident both from @ pr207z reasoning and
from cxperience. The exported commodities will become
dearer because the demand for them 1s increased ; the im-
ported commoditics become cheaper because their. supply
1s incrcased. The principal exports of suchea nation as
Amyrica consist in the necessaries of life, such as wheat
andlother agricultural produce, 1n return for which 1t re-
cewves (say the protectionists) articles of luxury, such as
rarc wimes and costly Jace. Now 1t is urged that this
foreign trade must be disadvantageous to the bulk of
the population, because it increases the price of neces-
saries, and decrecases only the price of luxuries, Ths
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argument does not touch the main advantage of foreign
commerce ; viz. such a division of labour, that each
country produces those commodities for the manufacture
of which it has peculiar and natural advantages. The
resutt of protection 1n America 1s to withdraw a portion
of her capital and labour from her most productive in-
dustries, in order to employ them 1in industries that are
less productive. The argument cannot moreover be re-
garded as a fair statement of facts. The United States
are at present stull pursuing a policy of pirotection, and
1n no country 1n the world 1s the cost of living so heavy.
Foreign articles, whether necessaries or luxuries, are
mercilessly taxed ; a finc of as much as 100 and 200 per
cent. being levied on some of them. Such articles as
boots, and foreign clothing of all kinds, are subject to
heavy imposts ; and at the same time the exportation
of corn and breadstuffs to Kurope 1s carried on on a
large scale.

An béxample of the effect of protection in America. Mr
Wells, the late Special Commissioner of the United
States Rcvenue, 1ssued a report in 1870 by no means
favourable to the opponents of free trade. Mr Wells’s
views are the more striking because when he received
the appointment of Commuissianer of Revenue he was
a strong protectionist, and he was led to change his
opinions on the subject by the facts which came under
his observation during his official experience. His re-
port shewed that the tariffs imposed are so heavy as
to be a most serious burden to the industry ofythe
countiy. The following example shews the way in which
these tariffs depress trade. Mr Wells states that “in
1869 an enterpnsing citizen of the North-west visited
England for the purpose of contracting for an iron vessel
suitable for the grain trade of the upper lakes. As
foreign-built ships are not admitted on the American
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registry, it was proposed to take over the vessel in sec-
tions, simply to serve as a pattern, and at the same
time it was intended to import skilled workmen, and to
establish an iron shipbuilding yard in the vicinity of
Chicago. But when the duties, varying from 38 to 66
per cent, on the various articles employed in the con-
struction of the vessel came to be calculated, they were
found to amount to so much that the project had to be
abandoned. Thus Chicago and its neighbourhood are still
without an iron shipbuilding yard.” The whole population
is taxed in the partially successful attempt to protect the
interest of a few hundred American ironmasters. To such
circumstances as that just narrated the commissioner at-
tributes the decline in American shipping which has
caused so much discussion in the States. Mr Wells
says that in America the cost of living 1s increasing in
a greater ratio than the rate of wages and salaries ; and
he complains, not so much that comforts are curtailed,
but that the power of saving 1s diminished. “ The rich
are becoming richer and the poor poorer.” “Small accu-
mulations of capital are stopped.” It is perhaps not too
much to assert that nothing but the extraordinary in-
ternal resources of America have enabled her so far to
triumph over the self-imposed burdens on her industry.
The facts just narrated shew that the protectiomist
policy of the United States does not aiise from the
desire to prevent an increase in the price of the neces-
saries of life. The necessity of relying upon foreign
couytries for our supplies of food has forced upon Eng-
land the adoption of free trade. This necessity does not
exist in America, and consequently the recognition of the
advantages of free trade is delayed. The following ex-
tract from an American paper gives some idea of one
way in which protection has increased the cost of living
in the United States. “Taxes on an American when in



CHAP.1.] ON FOREIGN COMMERCE. 179

his clothes—Hat, silk, 60 per cent.; ribbon, 6o per cent. ;
alpaca lining for brim, 50 cents a pound, and 35 per cent.;
leather inside 35 per cent.; mushn hning 7} cents a
sq'uare yard; glue, zo per cent. Coat—cloth, 55 cents a
pount, and 35 per cent. ad valorem ; silk lining, 60 per
cent.; alpaca used therein, 50 cents a pound, and 35 per
cent. ad valorem,; buttons, if worsted, 20 cents a pound,
and 35 per cent. ad valoren:,; worsted braids, 50 cents a
pound, and 35 per cent. ad valorem ; velvet for collar, 6o
per cent.; red worsted padding, 50 cents a pound, and
35 per cent. ad wvalorem; hemp padding, 40 per cent.
Pantaloons—cassimere, 50 cents a pound, and 35 per
cent. ad valorem, cotton used therein, 5 cents a square
yard ; hemp cloth for facing, 40 per cent. ; metal buttons,
30 per cent. Vest—silk or satin, 60 per cent.; linen
lining, 35 per cent.; silk buttons, 60 per cent. Braces,
35 per cent. Under shirt—if silk, 6o per cent.; 1f worsted,
50 cents a pound, and 35 per cent. ad valorem, if cotton,
35 per cent. Drawers,the same. Shirts—cotton, 5 cents
a square yard ; linen for the front, 35 per cent. Buttons,
35 per cent. Boots—raw hides, 10 per cent.; tanned
leather, galfskin, 30 per cent.; if patent leather, 35 per
cent.; soles, 35 per cent. Neckerchief—if silk, 60 per
cent. Pocket-hankerchief—if silk, 60 per cent.; if linen,
35 per cent. Kid gloves— 50 per cent. Pocket knife— 35
per cent. Watch—25 per cent. Silk watch-chain—6o
per cem.”

Exports aAd Imports constantly tend to an equality. Mr
Mill states this tendency thus: “The produce of a coupitry
exchanges for the produce 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.”
Or, as he elsewhere expresses it, ‘“the exports and imports
between two countries must 1n the aggregate pay for each
other” It should here, however, be pointed out that
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though its imports are by far the most important part of
a country’s habilities, yet it may besides have habilities
on account of dividends on foreign capital invested mn it,
&c. If there were no regular interchange of commodities
between, for instance, France and England, the fact that
French loans to the amount of many millions have been
subscribed for, and are held in England, would necessitate
an export either of ordinary merchandise or the precious
metals from France to England. Hence, over and above
the exports which France sends to England, equalling in
value the Enghsh imports into France, France must send
an equivalent for her debts to us. There 1s another re-
spect 1n which one country may be indebted to another;
when two countries exchange their respective productions,
it is evident that the country which undertakes the car-
riage of the commodities backwards and forwaids must
recewve an equivalent for this service. Speaking roughly,
England does the carrying trade of the world; and there-
fore all nations with whom England trades are indebted
1o her for the carriage both of their exports and umports.
Hence England’s imports always excced her exports, and
would continue to do so, cven 1if no foreign loans were
held 1n England. In order to make this quite clear, we
will imagme that a farmer living at Cromer wishes to
exchange £20 worth of wheat for £2o worth of furniture
belonging to a furmiture broker at Norwich. It is ar-
ranged that the farmer sends his wheat by road from
Cromer to Norwich, and that his wagons and horses are
to b;‘mg back the furniture, In this case we will imagine
that the carriage of the wheat and the furniture costs the
farmer £2 He therefore says to the broker, “1 am not
going to be put to this expense and trouble without getting
anything in exchange.” Perhaps the broker then offers
to give him £1 worth more furmture. “It will be all
right then,” he says; ““ you will get 421 worth of furniture,
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and you will give me £z20 worth of wheat and pay the
cost of carriage. That way we shall each pay half the
cost of carriage.” But the farmer may say, * No ; by the
tihe my wheat reaches you 1t has cost me £21, you
ought therefore to give me £21 woith of furniture and
deliver 1t to me at your own expensc.” If the farmer 1s
a hard bargainer he will succeed 1n making good this
demand ; and he will obtain £22 worth of furniture 1n
exchange for his £20 worth of wheat. That 1s to say his
imports will exceed his exports by 10 per cent. In the
same way a country which performs the carrying tiade
of exports and 1mports, will be indemnified for this service
by receiving imports of a greater value than the exports
which she gives 1in exchange. The impoits of England,
have 1n some years excecded her exports by £100,000,000.
The average excess of the value of our imports over our
exports for the six years ending with 1874 was over
£56,000,000. This excess must be regarded partly as the
liquidation of cost of carriage, and partly as the inteiest
due to the English holders of foieign securitics. The
point, therefore, at which the forcign trade of a country
reaches gquilibrium, 1s not that at which the exports and
mmports are equal, but that at which the exports, what-
ever these consist of, suffice to discharge all 1its iabihitics.
The presence of counteracting circumstances does not,
however, falsify the proposition originally laid down, that
the exports and impo1ts of a country Zezd to an equality.
The followsmg example will shew the manner in which
this tendency 1s exerted. Let 1t be supposed tha., the
whole foreign tradc of Englandis catried on with Frénce,
and that in a given year the exports of England to France
are considerably exceeded by the imports to Iingland from
France. In such a case as this England will be, as 1t
were, 1n debt to France, and this debt will have to be
defrayed by an export of money from England to France;
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the supply of money will in this way be increased in
France and decreased in England. Now it was shewn in
Chapter 1v., Section II., that the value of money is regu-
lated in the same way as the value of other commodities;
viz. by an equalisation of the demand with the supply.
In France, therefore, owing to the importation of specie,
the value of money will decline and prices will rise ; whilst
in England, owing to the exportation of specie, the value
of money will increase and prices will decline. We will
now trace the effect of the alteration in the value of money
upon the two countries. The high prices realised 1n
France will attract an increased exportation of commo-
dities to that country from England. English merchants
will prefer selling their commodities in France to selling
them in England, because they will obtain a higher price
in the former country than in the latter. For the same
reasons, French merchants will prefer selling their goods
in their own country to exporting them to England. In
this way the exports of England to France will be in-
creased, whilst her imports from France are diminished,
and the position of equality between her exports and 1m-
ports is restored. It may perhaps be objected to this
statement that the exports of Englandto China are always
greatly exceeded by our imports from China. The Chinese
impede the importation of our merchandise, and demand
silver in exchange for their exports. But 1t may be pointed
out that we do not export gold and silver coin to«China,
but bullion, which is exported as an ordinary article of
comynerce ; our large annual export of silver to China
do:znnot therefore directly affect the prices of commo-
dities 1n this country, because it does not reduce the cur-
rency. The outpouring of bullion to the East has pro-
bably been very influential in checking the decline in the
value of gold which it was predicted the vast discoveries
in Australia and California would produce.
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The meaning explained of such expressions as ‘‘ balance
of trade,” “unfavourable exchange.” In the days of the
mercantile system it was thought a serious calamity to a
cduntry if a part of its exports consisted of coin or
bullidn. A country was in fact considered to have suffered
a loss, from foreign trade, exactly equivalent to the value
of the coin or bullion she exported. When a part of a
nation’s imports had to be paid for in gold or silver “ the
balance of trade ” was said to be against that nation, and
the exchange which she had effected was termed “ un-
favourable.” The experience of the present century has
exposed the fallacy and confusion of thought of such
reasoning. Gold 1s now exported from the countries which
produce 1t as an ordinary article of commerce; and the
rapidity of the growth and the prosperity of Australia
and California are notorious, and have been propor-
tionate to the degree in which they have parted with
their gold in exchange for the commodities produced by
other countries. To consider that a country loses an
amount exactly equivalent to the quantity of gold and
silver she exports, 1s the same as thinking that every one
who buyg a penny roll loses a pennyworth by the trans-
action.

The following chapter on Credit will explain the manner
in which foreign exchanges are conducted, without in-
volving a constant export and import of the precious
metals.

QUESTIONS ON CHAPTER 1. On Foreign Commerce.

1. What is the great advantage derived from foreign
trade ?
2. Give examples of this advantage.
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3. What is meant by Protection, and how do protec-
tionists justify their interference with foreign commerce ?

4. What would follow 1f protection were withdrawn
from those industries which could not survive forewn
competition ?

5. When a native industry would cease to exist unless
it were protected from foreign competition, is loss or gain
inflicted on the nation at large by protecting 1t?

6. Whatlargeclassdoesthe protectionist quiteoverlook ?

7. Describe the effect produced on wages by the cheap-
ening of any of the necessaries of life.

8. What effect is produced on the accumulation of
capital by decreasing cost of production?

9. Apply the arguments of protectionists to the intro-
duction of railway travelling.

10. Give a summary of the arguments contained in
the Candlemakers’ petition.

11. Under what conditions will an exchange of com-
modities be advantageous to both countries effecting such
an exchange?

12, What must be the minimum diffcrence in the re-
lative value of the commodities exchanged ? .

13. When the difference exceeds this minimum, how
are the teims of the exchange determined?

14. How does foreign commerce affect the prices of
exports and imports ?

15. If foreign commerce were quite unchecked, what
circumstances would still cause the prices ofr some com-
modities to be different 1n different countries ?

1v. To what excess was the protective spirit carried
in France before the revolution ?

17. Shew the manner in which the demand and sup-
ply of a foreign commodity are equalised.

18. What is “reciprocity”? Give an illustration of
its impracticability 1n certain cases.



CHAP. 1.] QUESTIONS ON CHAPTER 1. 185

19. What determines the amount of profit realised by
each of two countries effecting an exchange of commo-
ditjes?

20. Who reaps the principal advantage from foreign
trade

21. What is the strongest case which has ever been
put forward by protectionists ?

22, What main advantage of free trade does this
argument disregard ?

23. Is this argument supported by facts?

24. Shew, by an example, the manner in which pro-
tective tanffs depress industry.

25. What effect is produced on the whole population
of the United States by the increasing cost of lving?
Quote the authority for these statements,

26. What is probably the rcason why England has re-
cognised the advantages of frce trade before America?

27. Describe the tendency constantly in operation to
produce an equality between the exports and imports of
a country; and mention some of the circumstances which
counteract this tendency.

28. Cgmpare the effect of an export of coin with that
of an export of bullion.

29. What is meant by “balance of trade” and “un-
favourable exchange”?

30. Illustrate the absurdity of supposing that a country
loses arramount exactly equal to the quantity of gold and
silver she exports.

1. In England there are taxes on tea, tobacco, and
other imports ; are these in any sense protective?

2. If there were in a village a one-armed cobbler,
who made boots rather worse and much dearer than they
could be made elsewhere, and if the authorities of the
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village, in order to encourage native industry, levied a tax
on all boots not made by him, would not this be in ac-
cordance with protectionist principles? Explain the con-
sequences to the general well-being of the village.

3. Where 1n America should you say the free-trade
party was the strongest, in the corn-growing states of the
West, or in the manufacturing districts? And give your
reasons.

4 Why is agriculture more profitable than manufac-
tures in such a country as Australia?

5. Trace out the results that would ensue 1f a country
possessing rich gold fields were entirely debarred from
purchasing the products of other countries.

CHAPTER I1.  Credit and its Influcnce on Pruces.

Definition of Credit. Credit 1s a power to boriow. If
the credit of an individual 1s good, 1t 15 because there 1s
general confidence 1n his ability to pay, and therefore he
can borrow at a low rate of interest. If the credit of an
indwvidual is bad, he 1s not able to borrow except at a high
rate of interest, because his abihity to pay 1s doubtgd. The
credit of different people in the same age and country
can be accurately mecasured by the rate of interest which
they pay for borrowing. When 1t 1s said in the City
article of the Zzmes that the rate of interest 1s “23 for
the desz three months’ bills,” 1t means that 2} per cent.
per annum 1s paid for a loan by thosc 1n whose ability to
pay there 1s perfect confidence; a higher rate of interest
is phid at the same time by those whose ability to pay 1s
less undoubted. This remark does not apply unreservedly
to the credit of nations. “Ability to pay” of course pro-
duces its effect upon the credit of nations as well as upon
that of individuals. The credit of Turkey and Spain is
exceedingly bad. Turkish bonds for many yeais paid
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nearly 12 per cent.; in the autumn of 1875 the govern-
ment of Turkey announced 1ts bankruptcy by telling its
cre.dltors that only half the interest due to them would be
paid in gold, and even this half has not been forthcoming ;
some" descriptions of Turkish stock aire now at a price,
which, 1f they pay at all, will pay 30 per cent,and Spanish
bonds pay about 16 per cent., whilst English funds pay
only 3} per cent. But there 1s frequently a great differ-
ence between the rate of interest prevailing in two coun-
tries which does not indicate a coiresponding difference
n their ability to pay. It has previously been explained
that the rate of interest 1s not only affected by the security
of property and the amount of risk incurred by the lender,
but also by the position of the margin of cultivation.
Hence 1t 1s not fair to infer that the ciedit of England 1s
twice as good as that of America because an Enghsh
government stock pays 3 per cent whilst American
government stock 1s 1ssued at 6 per cent. A grcat part
of this difference 1s accounted for by the different position
of the margin of cultivation 1n the two countries. In
England money can be borrowed on a mortgage, that 1s
where lagd 1s given as a secunty, at 4} per cent., whilst
1n America money cannot be raised on a mortgage for
less than 7 per cent. The credit of a nation cannot there-
fore be accurately measured by the rate of interest which
1t pays for loans. Although confidence 1 a country’s
“ Abilitye to pay” always produces 1ts effect on the rate of
interest, yet sifferent rates of interest prevail in different
countries whose financial prospects aie equally sound,
owing to the different position, 1n the scale of productiVe-
ness, of the margin of cultivation

The expression ‘‘Credit is Capital” is meaningless. It
is sometimes asserted that “credit 1s capital.” A httle
consideration of the meaming of words shews that this
expression is nonsensical. Credit has already been de-
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fined as “the power to borrow,” and it has frequently
been explained that capital is that part of wealth which
is set aside to assist future production; it supports the
labourers and furnishes the tools, materials, and shelter
that their work requires. Now it is cvident that a
power to borrow can do none of these things. Credit.
will not feed and clothe labourers, nor can it furnish
the implements of their industry. The power to bor-
row, if exerted, will procure capital, just as muscular
strength will, if exerted, enable a man to carry a sack
of wheat; but it is as foolish to say that credit is capital
as it would be to say that a man’s strength is a sack
of wheat.

Banks. The real service which credit performs is that
it enables an increased quantity of the wealth of a country
to be used productively as capital. It encourages the
productive employment of wealth. Scarcely any one,
for instance, retains a considerable sum of money in
his own keeping ; people keep just sufficient money to
pay their daily personal expenscs ; all their money above
this amount is generally deposited in a bank, and is
there used for productive purposes. Supposg, for in-
stance, that Mr 4. has an income of £1000. He deposits
the whole of his yearly income 1n a bank, drawing 1t out
in small sums as occasion requires. In the meantime the
banker 1s employing a considerable part of this deposit
as capital, experience having shewn that a bark need
never keep 1n the form of money more than %one-third of
the sums deposited with it.  Mr 4. himself would never
have been able to employ any part of his income as
capital, but the banker, by accumulating a large quantity
of these small capitals, is able, with advantage to all
concerned, to employ two-thirds of the total amount
deposited with him to assist the future production of
wealth. Depositors in a bank in reality lend their money
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to the banker, on the condition that they shall be able to
withdraw the whole or any part of their deposits at any
tigne. In some banks depositors receive interest on their
deposits, if they have been left in the bank more than a
certain time. In most cases, however, the banker is con-
sidered to make a sufficient return to the depositors by
taking charge of their money, and by allowing them to
withdraw any part, or the whole of 1t, at a moment’s
notice. It is evident that a bank could not exist unless
the credit of the banker was good. People would not
place their wealth at the disposal of a man unless they
had confidence in his honesty and wn his ability to
pay.

Joint-stock Companies. Another way in which credit
enables an increased amount of the wealth that is saved
to be employed productively, 1s by means of joint-stock
companies. Such an undertaking as a railroad requires
for 1ts construction an amount of capital such as scarcely
any private individual could supply. The necessary capi-
tal is therefore subscribed by thousands of individuals.
The required amount 1s determined by the promoters of
the company ; it may be assumed that this amount 1s
41,000,000 ; 1t is accordingly arranged to raise this sum
1n 20,000 shates of £50 each. Any individual, therefore,
who has saved £50, and who buys one of these shares,
becomes what is called a shareholder in the railway ;
he 1s 11 fact a partner 1n a great commercial enterprise ;
this small %tapttal of £50 1s employed in assisting the
future production of wealth, whereas 1f there had been no
such things as joint-stock companies, it would probably
have been consumed unproductively. It 1s evident that
the success of a jomt-stock company depends upon the
credit of its promoters and directors. They have fre-
quently not deserved the confidence reposed in their
honesty, but thus has nothing to do with the present sub-
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ject. If their credit had not been believed to be good
the companies could never havc been started.

From these 1llustrations 1t 1s perceived that the capijal
of the country 13 practically augmented by the meaps of
credit, because 1t offers great facility for the productive
employment of wealth. But besides those just described
there are forms of credit performing other functions,
which very matenally facilitate the exchange of wealth,
and which produce a very great influence on the prices of
commodities. The forms of credit to which we refer
are bills of exchange, bank notes, cheques, and book
credits.

Bills of Exchange. It was said in the preceding chapter
that forcign commerce did not involve a constant ex-
change of gold and silver money between the two countries
trading with each other. It s evident that if the Enghsh
merchants who purchase French goods had to send the
price of thesc goods in money to France, great incon-
venience and 11sk would be incurred. The necessity of
the constant transit of gold and silver money 1s obviated
in the following way. Let 1t be supposed that an English
merchant . sells f1000 worth of coal to thg French
merchant A, and that a Fiench merchant C. sells
41000 worth of wheat to the Enghsh merchant D. If
there were no such things as bills of exchange, the result
of these transactions would be a transit of £1000 1n
money fiom 5. (in France) to 4 (in England), an4 also a
stmilar transit of £1000 1n money fiom 2. #n England)
to C. in France). Now 1t 1s evident that the same re-
sult could be attained without any transit of money at
all, if 4., the English seller, received £1000 fiom D., the
English buyer, and C., the French seller, received /1000
from A., the French buyer. This 1esult 1s effected in the
following way. B., the French merchant, sends to 4 a
written promise to pay him the £ 1000, and D , the Enghsh
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merchant, sends a similar promise to pay L1000 to C.
These wnitten promises are called bills of exchange. A.
has a bill for £1000 drawn on France, and C. has a bill
for L1000 drawn on England. If they exchange these
bills both debts will be discharged.

Bill discounting. Merchants do not usually effect thesc
exchanges themsclves , they are generally undertaken by
a third class of individuals, called bill brokers or hill dis-~
counters. These persons undertake to buy the bills
drawn on different countries. In the case just described,
A.and C. would not exchange then bills ; A. would sell hus
to a bill discounter in London, paymg him a small sum
as commission ; and €. would sell his to a bill discounter
in Pans. Thus a London bill discounter might collect
£1,000,000 worth of bills drawn on France, whilst a
French bill discounter might collect 41,000,000 worth of
bils drawn on England. They would then proceed to
exchange the bills. The transit of money 1s as entirely
dispensed with as 1if barter were the recognised medium
of exchange between the two countries

Blills of Exchange perform many of the functions of Money,
and they therefore produce an effect on General Prices,
Bills of exchange are very laigely used 1in domestic as
well as in foreign commerce. It 1s very unusual for onc
merchant to pay another 1n money, the debt 1s usually
discharged by means of a bill of exchange; that 1s, a
written Jyomise to pay at the end of a certain time. A
threc months’ bill 15 a promise to pay at the ¢nd of thice
months, and so on. Now this bill, up to the time when
it falls due, performs many of the functions of moncy.
The person who receives 1t perhaps wants to make a pur-
chasc himself : we will supposc that the bill 1s for £ 1000,
and that its present owner, 4 , has received 1t from B,
A. now wants to purchase £1000 worth of goods of D.;
he obtains the goods and gives to 2. the same bill for
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41000 which 4, had received from 2. ; at the same time
A. endorses the bill (that is, he writes his name on the
back of 1t) as a token that he will himself pay D. should
AB.fail to do so. In a similar way the bill may be used to
make any number of purchases up to the time 1t falls due.
Every time 1t changes hands 1t receives a fresh endorse-
ment , so that at the time when 1t falls due the back of a
il 1s sometimes completely covered with endorsements.
1t 1s evident that 1n such a case as this a bill performs for
a time the functions of money. Up to the time that 1t
falls due 1t has the putchasing power of gold and silver
coin. Now 1t has previously been explained that any
circumstance which increases the amount of moncy cir-
culating 1n a country will, if other things remain un-
changed, increasc the prices of commodities. The value
(or exchange power) of any commodity 1s determined by
an equalisation of supply and demand. If the supply is
mcereased, the value declines 1in such a degree as to
cqualise the demand with the augmented supply. This
1s true of money as of other commodities ; therefore when
the supply of money in a country 1s increased, if other
things 1emain the same, the value of money will decline,
its exchange power will dininnish, and prices will rise.
It 1s now casy to trace the influence of bills of exchange
on prices. It has just been explained that a bill of ex-
change 1s, up to the ttme when 1t falls due, a substitute
for money ; the employment of bills of exchange, there-
fore, produces the same effect upon prices as if a cor-
responding addition had been made to the gold andsilver
currency. If all the business now transacted by means
of bills of exchange had to be carried on with cash pay-
ments, one of two things must happen. Either a cor-
1esponding amount of money must be added to the
currency, or general prices would dechine. The use of
Inlls of exchange has therefore either caused an increase
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in general prices, or it has prevented general prices from
declining.

Bank Notes. The same effect is produced on prices by
otlrer forms of credit beside bills of exchange. An issue
of bamk notes produces the same effect upon prices as an
increase in the quantity of gold and silver coin. A bank
note is simply a promise to pay ; and the chief difference
between a bank note and a bill of exchange 1s that the -
former is payable at any time on demand, whilst the
latter is payable at some particular time specified on the
bill. It is well known how useful a substitute for money
bank notes provide; their form and portability render
them particylarly convenient instruments of credit. A
Bank of England note is alegal tender,and 1s in this king-
dom accepted as readily as gold. The notes of provincial
and private banks are not legal tender, but they are
accepted with the greatest confidence by those who
repose trust in the credit of the bankers who issue the
notes. A Bank of England note has the same purchas-
ing power as gold because the Bank of England is com-
pelled by law to give gold in exchange for its notes
whenever such an exchange 1s demanded ; and every one
has perfe® confidence 1n the solvency of the bank. All
other banks are compelled by law to give cither gold
or Bank of England notes in exchange for their own
notes, Byt this regulation does not compel even the most
prudently managed banks to keep an equivalent 1n comn
for all the notes they 1ssue. It has been found that no
bank need keep in cash more than a sum equal to one-
third of its issue of notes. For instance, the bank-ndte
circulation of Great Britain 1s about £ 30,000,000, It may
be estimated that the various banks retain in specie
£10,000,000, the remaining £20,000,000 1s therefore per-
manently added to the currency. If these £30,000,000
of notes were withdrawn, either general prices would fall

F. 7
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or £20,000,000 in gold would have to be added to the
currency. It 1s evident that no effect 1s produced on
prices by an 1ssue of bank notes if a corresponding
amount of specie 1s at the same time withdrawn from dir-
culation ; because by such a transaction the curreucy is
netther increased nor dimimished.  If; however, the 1ssue
of bank notes is increased without a corresponding with-
drawal of specie, general prices will either rise or be pre-
vented from falling.

Cheques A cheque is a written order to a banker to
pay a certain person a sum of money. If all cheques
were immediately cashed by the person to whom they are
payable they would produce no effect on prices. But in
nearly all cases the cheque is not cashed, but 1s paid in
by the person who recetves 1t to his own bankers. Now
let us trace the effect of this on the prices of commodities.
Mr A. banks with the London and Westminster Bank, he
gives a cheque for £10o to Mr 5., who banks with the
Imperial Bank. This cheque is a wiitten order to the
directors of the London and Westminster Bank to pay
4L1ooto Mr . Mr B. does not take this cheque to the
London and Westminster Bank to get 1t cashed, but he
pays 1t 1n to his account at the Impenal Bank. In the
course of the same day Mr C.,, who banks with the Impe-
rial Bank, gives a cheque for £100 to Mr 2., who banks
with the London and Westminster Bank, and Mr 2.
pays in the cheque to his account. At the erd of the
day the Imperial Bank has a cheque for £z00 drawn on
the London and Westminster Bank, and the London
and Westminster Bank has a cheque for £100 drawn on
the Imperial Bank. These banks therefore exchange
the cheques, and the transit of specie from one bank to
another is entirely dispensed with.

The Clearing-house. An cxchange of cheques drawn on
the different banks takes place daily in London at the
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Clearing-house. To this place the bankers send all the
cheques which have been paid in to their banks during
the day, and exchange them for cheques of a correspond-
in@® value drawn ou their own banks. In this way
£2,08,000,000 of cheques are annually exchanged, whilst
to effect this exchange no specie whatever 1s required.
Formerly after the exchange of cheques all differences
were settled by cash payments ; but this custom 1s now
discontinued and the differences arc settled by a transfer
of sums from the account of one bank to that of another
at the Bank of England. If, for instance, the London and
Westminster Bank holds £100,000 of cheques drawn on
the London and County Bank, while the London and
County holds £ 110,000 of cheques drawn on the London
and Westminster, the difference between them would
formerly have been scttled by a cash payment of £ 10,000,
by the London and Westminster Bank to the London and
County Bank. Now, however, as all banks keep accounts
at the Bank of England, the difference 1s scttled 1n the
books of the Bank of England by crediting the London
and County Bank with £10,000, and debiting the London
and Westminster Bank with a similar sum.

It 1s vident that by the use of cheques and by the
operations of the clearing-house the circulation of the
country 1s virtually increcased Dby £2,000,000,000 ; that
is to say, that an amount of buying and sclling repre-
sented by £2,000,000,000 takes place annually, by means
of cheques, githout the exchange of a single farthing
of money. Hence if the same amount of buying and
selling went on, and cheques, or some equivalent form
of credit, ceased to be used, the value of money would
nise and general prices would dechine; because gold
and silver comn would be required 1n a great number
of transactions which are now carried on by means of
cheques.

7—2
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Book Credits. Book credits can be readily explained.
Suppose that an ironmonger 4. buys £50 worth of coals
from a coal-merchant B., and that B. buys £50 worth
of ironmongery from 4. Instead of exchanging bills of
exchange or cheques for £50, 4. debits B. with £50in
his ledger, and B. does the same to 4. Seeing, then, that
each owes the other £50,they agree to cancel each other’s
debt, and the use of money 1s thus dispensed with.

Credit influences Prices, and not the particular form
which Credit assumes. In describing these different forms
of credit it should be borne in mind that it is credit which
influences piices, and not the particular form credit may
assume. A bank note, a cheque, or a bill of exchange, is
not credit, it is simply a declaration of the existence of
credit. Every form of credit which dispenses with the
use of money produces an effect on prices.

The purchasing power conferred by Credit. But there is
another way in which the employment of credit produces
temporarily very great influence on prices. Credit very
greatly increases the purchasing power of every one who
employs it. If all commodities were bought and sold for
money, trade would be very seriously contracted. Sup-
pose, for instance, that a cotton-spinner desired to make
a large purchase of raw cotton. He might be aware that
his supply of ready money was not sufficient to effect the
purchase: he therefore gives a bill of exchange to the
producer of the cotton, payable at the end of thrge or six
months ; if at the end of that time he 1s ¢till unable to
pay, he will be able, if his credit is good, to renew the bill
on’paying a certain percentage. It 1s no doubt true the
purchasing power conferred by credit may be abused by
people incurring liabilities which 1t is lughly improbable
they will ever be able to meet; but without credit, specu-
lation would be nearly impossible, and consequently the
number of purchases would be greatly reduced. Since
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therefore credit enables a great many purchases to be
made which never could take place if the payments had
to be made with ready money, it is evident that credit
pfoduces an increased demand for commodities. It has
freq®ently been proved that any circumstance which in-
creases the demand for commodities tends to increase their
price. Hence credit, by increasing the purchasing power
of individuals, tends to increase the prices of commodities. -
Credit produces the greatest Effect en the Price of those
Commodities the Supply of which is imited. It 1s true that
the price of those commodities the supply of which can be
increased tends always to approximate to the cost of pro-
duction ; but speculative purchases are made with the great-
est frequency 1n those commoditics the supply of which 1s,
from exceptronal circumstances, expected to be curtailed.
In such cases the price of the commodity is reégulated in
the same way as the prices of those commodities the sup-
ply of which 1s absolutely imited. Thus, on the eve of the
Russian war 1n 1854, 1t was known that during the war
the importations from Russia of tallow, hemp, etc. would
be stopped. Large speculative purchases of these com-
modities were therefore made with a view to the rise in
price wifich would be occasioned by the reduced supply.
Every one of these speculative purchases tended of course
to raise the price of Russian goods. In the year 1869
large speculative purchases of corn were made by several
cornfacfors, because owing to the cold and wet weather
in May anq June it was thought that there would be
a bad harvest, and that consequently corn would be dear.
These speculative purchases tended to raise the price® of
corn; and had the expectation of the speculators been
fulfilled thcy would have realised large fortunes. Let us
see, however, what really took place. These factors gave
bills of exchange for the corn they purchased, expecting,
no doubt, that by the time the bills became due, they
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would have sold the corn again at a higher price, or that
they would be able to renew the bills 1n hopes of realising
yet larger gains. But although the wheat crop 1n England
was very bad, there was an exceptionally large yield*in
Amecrica; the price of wheat 1n America was extrémely
low, and Amernica immediately began exporting large
quantities of wheat to England; these circumstances
caused the price of corn steadily to dechine. Several of
the speculators were unable to mcct their engagements,
and many large failures ensued.

A Commercial Panic. If credit can be casily obtained 1t
is difficult to say how great 1ts influence may be on prices.
When, however, 1n conscquence of credit having been
given too freely, prices become unduly raised above cost
of production, the expectations of speculators are not ful-
filled, and a large number of merchants are unable to
redeem their bills; a commercial panic takes place, and
credit 1s for a time almost entirely suspended. A crisis
of this kind always involves many merchants in run, for
they arc unable, owing to the suspension of credit, to renew
their bills. In consequence of the panic, traders will not
accept bills of exchange; bank notes and gol(i become
for a time 1n great demand ; prices therefore rapidly fall,
possibly as much below the cost of production as they
were previously above it. Hence 1t 1s seen that when the
purchasing power of credit 1s abused, and prices are forced
up far beyond their natural rate, a commercial,panic 1s
very likely to ensue, dufing whrch credit wij) be as diffi-
cult to obtain as 1t was before carclessly granted.

‘Fhe Bank Charter Act of 1844, In order to prevent the
abuse of credit, and, it was thought, to ensure the com-
munity against the great loss and inconvenience of com-
mercial panics, the Bank Charter Act of 1844 was passed.
The promoters of this Act evidently thought that bank
notes were the most important of all the instruments of
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credit, and that it was by their means that the purchasing
power of speculators was incrcased. The Act accord-
ingly was devised with the view of restricting the circula-
t®dn of notes. The framers of the Act considered that
every bank ought to have an equivalent cither 1n bullion
or 1n property for 1ts 1ssuc of notes. Thus the funds, and
other property possessed by the bank of England, were
estimated to be worth £14,000,000. The Act therefore
decreed that if the note circulation of the Bank of
England exceeded £14,000,000, the Governors of the
Bank should be compelled to keep an equivalent to the
excess, either in coin or bullion. Thus if the note circu-
lation of the Bank of England is £15,000,000, the Gover-
nors of the Bank are obhiged to retain in their coffers
41,000,000 of gold. The Bank Charter Act also prevented
other banks from incieasing their 1ssue of notes, and
provided that no bank cstablished after the passing of the
Act should be allowed to 1ssue notes. Now it 1s a curious
fact that for the last fifty years commercial panics have
taken place at regular intervals with startling punctuahty.
They have occurred about every nine years ; and though
the Bank Charter Act was devised with the express pur-
posc of%reventing panics, they have not since the passing
of the Act deviated from thew regulanty. The Act was
passed 1in 1844 ; and panics have occurred in 1848, 1857,
and in 1866. In so far, then, as the Act was intended
to prevent commercial panics it must be considered a
failure ; the causes of which may now be traced. During
the time of prosperous trade and good credit the puf:
chasing power of merchants and speculators is if no
degree restricted by the operation of the Bank Charter
Act. The large speculative purchases which tend so
powerfully to raise prices are not made by means of bank
notes, but by bills of exchange. Bank notes are as diffi-
cult to get as money, because they can at any moment
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be changed for money. Hence during times of commer-
cial security and tranquillity the Act is inoperative; it
remains to be seen what its effect is during the panics,
which it 1s powerless to prevent. During a panic there'is
a general desire to discount bills, money 1s at a premium;;
every one who owns bills of exchange is desirous of
changing them for money, on account of the insecurity
which prevails. Hence during a panic the Bank is urged
to discount an unusually large number of bills, and the
rate of discount rapidly rises. Now the Bank Charter
Act effectually restricts the amount of accommodation
the Bank is able to give, for it provides that the Bank
shall purchase an equivalent in bullion for all notes which
it 1ssues over a certain amount. When therefore this sum
is reached the issue of notes is stopped, because it would
be no longer piofitable to the Bank to continue it. Hence
the rate of discount 1s still further augmented because the
supply of credit 1s aitificially restricted. No other instru-
ment of credit 1s able at such a crisis to produce the same
effect as bank notes; people will not accept bills of ex-
change because the public confidence is disturbed, and
a general feeling of insecurity prevails. Bank of England
notes are, on the contrary, as readily accepted ®as gold,
because they can always be exchanged for gold on demand
at the Bank. It is therefore seen that the Bank Charter
Act does not prevent reckless speculation and an undue
extension of credit during periods of commercial tran-
quillity ; and when public confidence is shaken and a
commercial panic takes place, the Act absolutely limits
the amount of accommodation the Bank can afford. This
fact has been so far recogmsed by legislators and the
Bank authorities, that the Act has been temporarily sus-
pended during each of the three panics that have occurred
since the passing of the Act. On every occasion after
the suspension of the Act the rate of discount has rapidly
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subsided ; the suspension of the Act served in a great
measure to allay the excitement which prevailed, because
1t was thought that after the suspension there would be no
scarcity of money. In 1857 and 1n 1866 about £ 1,000,000
extrawnotes were issued by the Bank ; nearly all of these
were returned to the Bank in a few days, and the cur-
rency gradually returned to its normal condition. The
uncertainty whether the Act will be suspended or not,
adds another element of excitement to the general frenzy
that prevails duning a panic. The merchants and specu-
lators know that the Act will probably be temporarily
suspended during the panic, but the exact day and hour
of the suspension are of course unknown, The time at
which this takes place may make all the difference to a
speculator between solvency and run.

The Suspension of the Act protects solvent Merchants, with-
out sparing those who have speculated rashly. Itis,howevecr,
to be obscrved that the suspension of the Act does not
retard the 1uin of those who speculate rashly, and who
are rcally insolvent ; the directors of the Bank, in their
own interest, take care to discount only good bills, and
they are more cautious1n this 1espect during a panic than
they arc®at any other time. The suspension of the Act
saves those from failure who are really solvent and
wealthy, but who conduct their business on the justifiable
expectation that they will be able to renew and discount
bills: the sudden contraction of credit which accompanics
a panic ofteg involves such persons 1 ruin through no
fault of their own. Although the Bank Charter Act has
been powerless to prevent panics, and although 1t appears
occasionally to aggravate their intensity, thercis a service
rendered by this Act which goes far to outweigh any
inconvenicnces 1t may temporarily produce. Bank of
England notes are in this country legal tender ; that s
to say, that all debts may be legally discharged 1n Bank

75
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of England notes. A creditor can legally claim to be
paid either in coin or in Bank of England notes; heis
not compelled to accept the notes of any other bank.
The Bank of England 1s bound by law to give gold, &n
demand, 1n exchange for 1ts own notes : and the 8ank
Charter Act gives an absolute guarantee to the public
that the Bank shall always be able to fulfil this conditien.
By the regulations of this Act, after the Bank has issued
414,000,000 of notes, it can 1ssuc no more without plac-
g in the coffers of the. bank an amount of comn or
bullion coriesponding 1n value to the sum which the note
rcepresents. The Act therefore ensures that there shall
be no mnflation of the currency through an excessive
1ssue of Bank of England notes, and 1n this way it pro-
vides a guarantee for the convertibility of the notes of
the Bank. The whole of the credit system of this country
centies 1n the Bank of England. Every country banker
keeps an account with a London banker, and all the
Londen bankers keep accounts at the Bank of England.
The 1mportance, therefore, of giving a legal guarantee
for the convcertibihty of Bank of England notes can
hardly be exaggcrated.

Convertible and Inconvertible Paper Currency® It has
frequently been stated that in this country bank notes
can always be exchanged for gold. It 1s the law of the
country that a pnvate bank should always give gold or
Dank of England notes, on demand, in exchange for its
own notes , and that the Bank of England should always
give gold, on demand, in exchange for 1ts notes. This
regtlation makes ours what 1s called a “convertible paper
currency;” that 1s to say, 1t can be exchanged at any time
for gold. In some other countries, America and Italy for
instance, there 1s an “inconvertible paper currency;”
that 1s to say, the notes are not convertible 1nto money
on demand. No mjustice 1s done to any one by an issue
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of inconvertible notes if they are not made legal tender,
because then no one need accept them who woula 1ather
be paid i gold. There are, however, always many
dengers connected with the use of inconvertible notcs.
Theye 1s, practically, no limit to their 1ssue, and such
enormous sums may be by their means added to the
currency as seriously to disturb the finances of the
country, and to undermine the credit of the Government. _
The extraordinanly large issue of these inconvertible
notes 1n America during the war caused a dispatity in
value between the gold and the notes, because 1t was
not confidently believed that the Government would be
able to redeem the notes. Gold was at a premium, and
the notes, or grecen-backs as they are called, were at
a discount. This drsparnty, though 1t has greatly di-
minished, stil continues. Once during the civil war
4100 1n gold exchanged for £180 1n notes. In Jan 1870
4100 1n gold exchanged for £1z20 of notes, and 1 July
1871 4100 1n gold eachanged for £112 of notes; and 1t
still remains at about this figure (1876). The large 1ssue
of thesc notes 1n America has had a very gieat influence
in raising prices in that countiy. The loss of credit sus-
taincd ®y the American Government by too large an
1ssuc of inconvertible notes has produced a dispanty mn
value between gold and green-backs, and this circum-
stance has brought into cxistence a class of speculators
whosc operations arc most detrimental to the interests of
legiunthte industry. These pcople speculate mn gold,
that 1s, theytreat gold as an ordinary article of commerce,
buying up large quantities of 1t 1n hopes of increasing its
value.

The Gold Ring of New York. The speculations of the
Gold Ring of New York became famous all over the
world in the autumn of 1869. The members of the Gold
Ring conspired together to buy up all the gold in the
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country, and all the gold cheques. (The latter are in-
struments of credit in the form of cheques, and payable
in gold coin, not 1n green-backs.) These large purchases
of gold began to produce effect in September 1869, when
the members of the Ring held nearly all the gold in
New York ; the amount owed to them being estimated
at 100,000,000 dollars. As the gold owing to them was
paid in, they stored it away, and the value of gold began
rapidly to advance. The gold speculators thought that
they would be able to force up the value of gold yoo per
cent. The only thing which they feared would mar their
designs was a sale of gold by the Government. Against
this contingency they endeavoured in vamn to protect
themselves; they therefore were obliged to be content
with the hope that they would raise the price of gold so
quickly, that there would not be time for the Government

* to suspect the plot. Their expectations were very nearly
realised. In one morning before 12 o'clock the value of
gold rose from 130 to 160. At 12 o’clock the Secretary of
the Treasury ordered a sale ¢ four millions of Govern-
ment gold; the plot of the Ring was frustrated, and in
eight minutes the value of gold fell 124 per cent. At 12
o’clock 1t was at 160, and at eight minutes past #2 it was
at 140; in nineteen minutes more the premium was only
133.—(Fraser's Magazine, Jan. 1870.) It 1s not neces-
sary to dwell upon the injury inflicted upon legitimate
industry by the possibility of such occurrences as that
just described. It casts a hazardous uncertainty over the
transactions of every merchant: and all Business par-
takes more or less of the nature of gambling.

The Influence of Credit on General Prices is beneficial.
Where credit is kept within legitimate bounds, there is
no doubt that its influence on prices is beneficial to the
general interests of the community. For the use of credit
tends to prevent those fluctuations in general prices which
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are always so disastrous to production, owing to the un-
certainty which they cast over commercial transactions.
The manner in which credit tends to prevent fluctuations
in ggneral prices may be perhaps best described by
tracing the operation in this direction of bills of exchange.
It has often been explaned that the more buying and
selling there is, the more money is required ; and, if no
more money or no substitute for money is forthcoming,
prices must dechine. 'With every increase of buying and
selling a direct tendency is exerted to increase the num-
ber of bills of exchange. If a merchant doubles his buy-
ing and selling, he will be sure to give and receive a far
larger number of bills of exchange. Hence every increase
1n commerce produces spontaneously an increased use of
credit. A corresponding influence 1s exerted when trade
declines, for when buying and selling are restricted, a
smaller number of bills of exchange 1s employed. If 1t
were not for the use of credit every fresh development of
commerce would produce a decrecasec in general prices,
and prices would rise during periods of stagnation in
trade. The elasticity of credit thus has a very beneficial
influence 1n preventing great fluctuations in general
prices, although 1n 1solated cases the use of credit some-
times produces the most rapid variations 1n the price of a
commodity.

The Direct Economy of a Paper Currency, There is one
more advantage derived from the use of credit, which has
not been notreed. It has been pointed out that the paper
currency of any country forms a more or less complete
substitute for money. If bank notes, cheques, and bills
of exchange ceased to be used, a much larger quantity of
gold and silver coin would be required. Hence there is
a direct economy m the employment of these instruments
of credit, because a comparatively worthless substance
Like paper is used as a substitute for the highly valuable
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commodities, gold and silver. The material of which a
Bank of England note for 41000 1s composed does not
cost as much as a farthing ; 1ts intrinsic value 1s mnappge-
ciably small, but owing to the purchasing power which
credit confers upon 1t, it 1s as uscful to 1ts owner as 1000
sovereigns.,

QUESTIONS ON CHAPTER 11. Credit, and its Influence
on Prices.

1. What is credit?
2. What 1s the test of the ciedit of an individual or of
a nation?

3. What other circumstance besides “ability to pay’
produces different rates of interest in different countries?
4. Why 1s it foolish to assert that credit1s capital?

5. Explain the nature of the service which credit
renders to the production ef wealth.

6. How do banks promote the productive employment
of wealth?

7. How do joint-stock companies promote the produc-
tive employment of wealth?

8. Shew that the existence of banks and Jomt -stock
companies depends upon credit.

9. What are hills of exchange, and 1n what way do
they facilitate the exchange of wealth?

10. What 1s mcant by discounting a bill? .

11.  Explain the manner 1n which a bill performs the
functions of money.

12.  What 1s endorsing a bill?

13. What effect does credit, in the form of bills of
exchange, produce upon prices?

14. Why docs credit tend to raise the prices of com-
modities?

15. What would be the consequence, did bills of ex-
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change or some similar instruments of credit ccase to be
used?

16. What is a bank note?

*17. Wherein does a bank note differ from a bill of

exclfange?

18. Why have Bank of England notes the same pur-
chasing power as gold?

19  How do bank notes influcnce prices?

2o. What are cheques, and how do they provide a~
substitute for money?

21. What 1s the Clearing-house?

22, State the annual value of the cheques exchanged
in the Clearing-housec.

23. What ate book credits, and how do they obwiate
the exchange of coin?

24. How does credit increase the purchasing power
of individuals?

25. What cffect has this mcreased purchasing power
on prices?

26. On the price of what class of commodities does
credit produce the greatest effect?

27. ‘What is the cause of commercial panics?

28. hat effect do they produce on credit?

29. What was the ebject of the Bank Charter Act?

30. What are the provisions of the Act?

31. Hasthe Act been successful 1n preventing panics ?

32.4 Describe the regulanty with which panics recur,
and name fhe years in which they have taken place since
the passing of the Act. )

33. Explain why the Act does not restiict the pur-
chasing power of speculators.

34. What 1s the real cffect of the Act?

35. Why, duning a pamc, would Bank of England
notes be accepted, when all other instruments of credit
are refused?
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36. How often and on what occasions has the Bank
Charter Act been suspended?

37. What has been the effect of the suspension of the
Act?

38 Name the great service guaranteed by the Act.

39. What 1s mecant by a convertible and an inconver-
tible paper currency ?

40. What are the dangers connected with an issue
of inconvertible notes ?

41. Describe the famous operations of the New York
Gold Ring.

42. Explain the manner in which credit tends to pre-
vent fluctuation 1n gencral prices.

43. How 1s a direct economy 1nvolved 1n the usc of
paper money?

1. Does a man who forges a bank note add to the
wealth of the country ?

2. Am I wicked for having £1000 at my banker’s and
not using 1t?

3  Would a banker make himself poorer 1f he burnt
onc of his own £ 1000 notes?

4. Can a banker make himself rich by issuing notes?

5. Can any one make himself rich by wnting cheques?

CHAPTER III. On Taxation.

* The, Necessity of Taxation. The legitimate functions
of government arc generally admutted to be the protec-
tion of life and propeity, and the mamntenance of the
cqual freedom of all. These functions cannot be per-
formed without incurring a considerable expense. To
meet this expense taxation is necessary; great intcrest
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has always been felt in the questions how taxes should be
levied and on what classes they should fall. It has of
late years been rightly considered that every onc who
bénefits by the protection which such institutions as a
stanfling army and the constabulary afford, should con-
tribute to defray the eaxpense which their mamntenance
necessarily incurs. In feudal times this principle was not
recogmsed. There is no doubt that one of the immediate
causes of the French Revolution was the immunity from
taxation enjoyed by the Fiench nobles and clergy. The
whole weight of taxation was thus thrust on the poorer
classes, who were not allowed any voice 1n the manage-
ment of the national finances. At the present time the
principles of justice are not so grossly violated ; no class
1s allowed to enjoy immunity from taxation, but rates and
taxcs are now levied fiom all classes indiscriminately; no
cxemption from taxation 1s permitted to any onc on the
ground that he does not approve of the object to which
the money raised by taxation 1s devoted For mstance,
a part of the national revenue of this country 1s expended
mn providing secret service moncy, and in paying large
salaries gnd pensions to thosc who possess smnecure of-
fices. lfowevcr strongly individuals may object to this
expenditure of public money, they are obliged to con-
tribute as much to the revenue as if they most warmly
approved 1it. There 1s practically no injustice 1n this; at
least soqfar as regards those persons who possess the pri-
vilege of Parfamentary representation.

Adam Smith’s Four Canons of Taxation., In Adam
Smuth’s Wealth of Nations he laid down four canon? of
taxation, the due obscrvance of which would, in his
opinion, secure minimum hardship to the tax-payer and
maximum revenue to the state. These four canons are
too long to be here transcribed 1n full. The following 1s
a summary of them:—
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1st. Every subject ought to contribute to the revenue
a sum proportionate to the income which he enjoys under
the protection of the State.

2nd. Taxes ought to be certain, not arbitrary. The
time of payment, the manner of payment, the quantity to
be paid, ought to be clear and plain to the contributor
and to every other person.

3rd. Every tax ought to be levied at the time and in
the manner 1n which 1t is most convenient for the con-
tributor to pay it.

4th.  Every tax ought to be so contributed as both to
take out and kecp out of the pockets of the people as
little as possible over and above what 1t brings into the
public treasury of the State.

The application of the First Canon. The first of these
canons cannot be obscrved 1n respect to each mndividual
tax. It would be impossible to adjust each tax in pro-
portion to the means of the tax-payer, or his ability to
pay. For instance, a family of six persons who had only
just sufficient income to liv> on, would probably consume
as much, or even more tea than a wealthy family of half
the size. The poorer family therefore pays mugh more
duty on tea in propoitien to its income than the wealthy
family. It 1s obviously impossible for any government
to provide against cases of this soit. If it were attempted
thousands of government officials would have to be em-
ployed in the inspection and ivestigation of ,special
cases, and probably the whole amount raisgd by the tax
would be consumed 1n paying the salaries of these offi-
cial§, Thus mn attempting to carry out Adam Smuth’s
first canon, the government would be led into a flagrant
violation of his fourth canon. The equality of taxation 1s
best preserved, not by attention to one particular tax, but
by endeavouring to make the aggregate amount of taxa-
tion paid by differcnt classes of persons proportionate to
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the incomes they enjoy. Thus in the case just noticed
though the poor family pays more duty on tea, in pro-
portion to 1ts income, than the rich famuly, it would pay
less_as 1ncome-tax, and less in duty on all articles of
luxury, such as wine and spirits. In this way a rough
kind of equality 15 preserved.

The application of the Second Canon. Adam Smith’s
second rule, that taxes ought to be certain and not arbi-
trary, is of very great importance. When traders are
uncertain how much duty they will have to pay on the
commodities in which they deal, an air of uncertainty and
speculation 1s thrown over commecrcial transactions ; men
depend more on their luck than on thewr sagacity and
prudence, and trade becomes a gigantic system of gam-
bling The violation of this rule 1s the great disadvan-
tage of ad wvalorem dutics on imported commodities in
comparison with duties of a fixed money value.

The Third Canon. The third 1ule 1s obviously neces-
sary to ensure the mmimum of hardship to the tax-payer.
If taxes are levied at a time which 1s unneccessarily incon-
venient to the tax-payer, an injury 1s inflicted on him
withou§ any compensating benefit to the community at
large. All taxes on commodities are rcally paid by the
consumer, because they form part of cost of production.
The consumer therefore pays the tax at a time when it
is convenient to hum to do so, viz. when he makes the
puichase -+ 1f 1t were an inconvenient time for him to pay
the tax he aould abstain from purchasing the commodaty.
Taxes on commodities are, however, in the first place
paid by the seller. Thusif a man buys a pound ol tea,
a part of the price 1s the duty which 1s levied by the
State on this commodity. The rctail trader has already
paid the duty when he purchased the tea. If he had had
to pay for 1t in ready moncy 1t might have been an
extremely inconvenient time for him to pay the tax, but
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he probably effected the purchase with a bill of exchange
for three or six months ; at the end of this time he will
have sold the tea to his customers, and thus have ob;
tained the means to redeem his bill. “A tax on the rent
of land, or of houses, payable at the same time at which
such rents are usually paid, 1s 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.”
(Adam Smith.)

The Fourth Canon. The utility of Bonding Houses. The
fourth rule 1s intimately connected with the third. If a
tax is levied at a time when 1t 1s inconvenient for the
contributor to pay, 1t 1s nearly sure to take much more
from the pockets of the tax-payer than 1t yields to the
revenue of the State. When the inconvenience of pay-
ng a particular tax is obviated by special arrangement,
the discrepancy between the amount yielded to the State
and that taken from the tax-payer is dimmished. Thus
if a merchant who 1mports taxed commodities does not
wish to sell them immediately, he can place them 1n a
bonding house. As long as they remain 1n bond he pays
no duty upon them. Thcy can remain in bond uny) they
are sold ; the merchant therefore pays the duty at a most
convenient time to lmmself, viz. at the time that he sells
the commodities and 1s in receipt of their price. Let us
see what influence 1s thus produced on the price of com-
modities. Suppose a wine-merchant imports £ 1000vorth
of wine, and that the duty on the wine is ,f500. He
place§ the wine in a bonding house, where 1t remains
six months, when it 1s sold. If the wine-merchant makes
a profit of 20 per cent. per annum on his capital this wine
will be sold for £1600. This will be composed of the
following items :—
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Original cost of wine eee oo A1000

10 per cent. six months’ profit on wine-
merchant’s outlay........... R . 100
*  Duty on the wine...... C o e . 500
. _
41600

Now if the wine-merchant had had to pay the duty
directly the wine arrived in the dock, its price, after six
months, would be £1650 1nstead of 41600 ; because the
merchant would have employed 4500 more capital on
which he would expect to receive interest at the rate of
20 per cent. per annum. The 1tems of the price of the
wine will then be as follows .—

Price of wine, including duty e
‘Wine-merchant’s piofit of £ 10 per cent.
for the six months on this outlay . ... 150

The purchaser of the wine would thercfore pay in con-
sequence of the duty /50 more than ever reaches the
revenue of the Statel,

®

1 Tt has been objected to this statement that the State loses by
this transaction all that the consumer gains ; that 1f the duty had
been paid directly the wine was imported, the State would have
had the £ 500 six months sooner, and could thus have gamed the
six months’ nterest on that sum. But this argument assumes
that thg State can lay out 1ts money at as high an nterest as the
private merchant. We have estimated the wince-merchant’s
annual profitd to be 2o per cent.  The State could not probably
obtain more than 3 per cent  Half a ycar’s mterest on £5p0 at
3 per cent per annum 15 £7 105 Therefore, though the State
might gain this amount 1if the duty had been paid six months
earlier, the consumer would in consequence have to pay the
£ 80 extra for his wine, out of which sum the State would only
benefit to the extent of £7. 105, £42. 10s would have to be paid
1n consequence of the tax more than ever reaches in any shape
the revenue of the State.
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Taxes on Raw Materlals. In accordance with Adam
Smith’s fourth rule, taxes on commodities should not be
levied on the raw material, but on the manufactured goods
If, for instance, 1t were considered desirable to put a tak
on cotton, the tax should not be levied on raw cofton,
but on the manufactured material ~ Cotton 1n the process
of manufacture passes through the hands of a consider-
able number of traders. If the tax 1s levied on the raw
material cach one of these different traders has to pay the
tax, and the interest on the outlay of him of whom the
purchase 1s made. If .1, the mnporter, pays £1000 1n
duty on cotton, he expects when he sells it to & to have
the ordinary rate of profit, say £10 per cent., on tlus out-
lay. 2 therefore pays £ 1100 1n conscquence of the duty,
and when he sells 1t to " he expects 10 per cent. interest
on this £1100, C therefore pays £1210  Every time the
material changes hands the amount paid 1n consequence
of the duty increases at compound interest, until when 1t
reaches the consumer, who really bears the burden of the
tax, the amount added to the price of the commodity 1n
conscquence of the tax may be double the sum which 1s
received by the State treasury  In order, therefore, to
carry out Adam Snmuth’s fourth rule commodities gught to
be taxed as ncarly as possible at the time when they are
purchased for consumption, for the burden of the tax
betng rcally borne by the consumcr, he ought not to be
made to pay the interest on the additional outlay {caused
by the tax) of the numecrous merchants through™ whose
hands a commodity passes in process of marfufacture.

Di-ect Taxation on Commodities is impracticable. Some
have thought that the interest of the consumer would be
best protected if taxes on commodities were collected 1n
the shops where they are sold. For instance, that if a
woman went into a shop to buy a pound of tea, the
shopkeeper should say the price of the tea s 25 64, and
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the tax is 64. But this plan, 1in attempting to carry out
Adam Smuth's fourth rule, would inevitably violate it
more completely than it 1s violated by the present system,
Armies of Government officials, whose salarics would
proleably equal, if not excced the whole amount yielded
by the tax, would have to be constantly employed in
looking over shopkecpers’ books, and 1n ascertaining that
the nght amount of duty had been handed over by the
shopkeepers to the State. Fven this great expenditure
would probably be powetless to prevent some of the shop-
kecpers evading the yielding-up of the duty. To ensure
economical collection a tax should be levied at a time
when the commodity 1s not dispersed amongst a large
number of retail tradesmen, but when 1t 1s amassed 1n
large quantities in the warchouse of a wholesale merchant,
The means of evading the tax are in this way dimimshed.

The cost of collecting Taxes should be as far as possible
reduced. Therc 1s no doubt that Adam Smuth’s fourth
rule might be much more strictly obscrved if strenuous
efforts were made to reduce the cost of collection of some
of the taxcs. Take, for instance, the cost of collecting
the customs’ revenue. A rctuin has been issued by a
pnvate..socxety shewing the gross amount, cost of col-
lection, and net produce of the customs’ revenue i 1868 ;
and the gross amount, cxpense, and net yicld of each
custom house. This return shews, that although the net
gain tQ the country from the customs’ revenue 1s very
considerable, yet “out of the 132 custom houscs, 66, or
exactly onc-half, are a loss to the country” “Adding the
extra expenses not sceparately allotted by Government,
over 100 out of the 132 custom houses are a loss to the
country ” A table of the custom houses which arc a loss
to the country affords many striking instances of the
violation of Adam Smith’s fourth rule. The fellowing are
a few of the most striking cases ;—
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Town, T AL ey
? Aberystwith ){1913 i £73 ’
| Borrowstoness 1380 401 | 1185
) Kirkwall 2076 ! 2076
Lerwick 1376 . | 1376
Milford, . 3313 | 147 3166
Rye 1236 .5 1231
| Sally 1143 1 1142

The Incidence of Taxation. Direct and Indirect Taxation.
Before proceeding to an explanation of the nature of
special taxces, such as the income-tax and the land-tax, 1t
will be well to point out what 1s meant by the incidence
of taxation, and the diffcrence between direct and 1n-
direct taxation. “A dircct tax 1s one which 1s demanded
from the very peisons who, 1t 1s intended or desired,
should pay 1t. Indirect taxes arc those which are de-
manded from one person n the expectation and intention
that he shall indemuify himself at the expense of another:
such as the cxaise or customs.”  (Pruuciples o L Lol. ID
Vol 1. p 404.) The mnadence of taxation 1s borne by
the person out of whose pocket the tax really comes. For
instance, the incidence of taxes on commodities 1s borne
by the consumer, because although the tax 1s. 1n the first
place, paid by the manufac turers or importers, 1t ing1cases
the price of the commodity, and 1s finally paid by the
consumer. The incidence of poor rates (as far as agrn-
cultiral land 1s concerncd) 1s borne entirely by landowners,
for though the rates aie levied on the farmer, they reduce
the rent of the landlord. If the landlord paid the poor
rates the farmer would pay more rent.  Though generally
paid by the farmers, the poor rates in reality come out
of the landlords’ pockets. The incidence of all assessed
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taxes such as the dog-tax, the tax on carriages, livery
servants, and hair-powder, and, in most, instances, the
income-tax, 1s upon the person on whom the tax 1s in the
fisst place levied. A tax 1s called indirect when 1t is
leviad on one person, whilst the incidence of the tax 1s
on another. The incidence of a direct tax is upon the
same person upon whom the tax 1s in the first place
levied. Taxes on commoditics are therefore mdirect,
whilst assessed taxes, and, generally speaking, the in-
come-tax, are direct.

The Income-Tax. The income-tax is an impost of so
much in the pound levied on all incomesover 4150 per
annum. For instance, if the mncome-tax 1s 64. in the
pound, every one 1n receipt of an income of {1000 a
year has to contribute a thousand sixpences or £z5 to
the State as income-tax. When this tax was first esta-
blished 1t was considered a temporary cxpedient, and it
was confidently believed that the tax would soon be re-
mitted. Although 1t constantly varies :n amount the tax
has never been remitted, and after the experience gained
in the general election of 1874, when its remission was
advocated by the leader of one of the great political
parties, it does not appear that there is a general desire
in the country to repeal the income-tax, The question
whether the income-tax should be considered as a perma-
nent or a temporary impost i1s of great importance in
deciding whether the tax i1s economucally justifiable. The
question whether the same amount of income-tax should
be levied on®temporary and on permanent incomes has
given rise to much discussion. It may be shewn thasthe
argument entirely turns on the point, whether the income-
tax is permanent and fixed in amount, or whether it is
temporary and variable. If it is permanent and fixed, the
same amount should be levied from all incomes whether
temporary or otherwise. If the tax is only imposed for a
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short time, with the view of remitting it as soon as pos-
sible, temporary incomces ought to be taved at a lower
rate than permanent incomes. Let us take an instance
of the first case, viz. where the income-tax 1s permanent
and fixed 1n amount. Mr A 1s 1n receipt of an incqyne of
41000 a year ansing from landed property ; Mr B derives
an income of £1000 from his profession as a doctor. It
1s urged by some that 1t 1s very hard to tax the temporary
income of Mr /2 at the same rate as the permanent income
of Mr 4. It 1s said that Mr Z’s income 1s denived en-
tirely by his own excrtions, and that 1t will cease at his
death. This plea points out the very reason why both
incomes should be taxed at the same rate. Supposing
the income-tax to be fixed and permanent, the income
which M1 A denives from his landed property will go on
being taxcd for cver ; whereas Mr 2's income, which 1s
derived from a temporary source, will ccase to be taxed
when 1t ceases to exist, at Mr s death. The case may
be further clucidated by another example. Suppose that
three people cach have £20,000 left them. A invests his
420,000 1n landed property, which brings him 1in £300
a yecar ; /5 purchases an annuity which ensures him 1500
a year for the rest of his life; while C purchases an
annuity of £2500 a ycar, to last for 10 ycars. Now all
thesc incomes are derived from an exactly equal amount
of capital. The one income 1s permanent, the second
depends on the hife of an individual, and the third will
cease at the end of a certain term of years. Supposing
the income-tax to be permanent and fixed, there is no
reason why 4’s income should be taxed at a higher rate
than A’s or C’s. If the income-tax is 37 1in the pound
A’s income will pay £6. 5s5. a year as income-tax for ever,
Z's will pay £18. 155, a year for the rest of his hife; and
C’s will pay £31 55. a year for 10 years. The value of
these sums when capitahised is equal; and if 4, B, and
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C wished to pay such a sum down as would exonerate
their incomes from further payment of income-tax, each
would have to pay the same amount. If however the
1fcome-tax were only a temporary mmpost, 1t would be
unjust to tax temporary and permanent mcomes at the
same rate. Supposc for mstance that an income-tax of
34 1n the pound were imposed for 10 years. In the casc
above described, C'would 1n 10 years pay as much income-
tax as « would if the tax were continued for ever.  The
same mequality, though 1 a minor degree, takes place
when the inconte-tax varies in amount.

If the Income-Tax is permanent in duration and fixed in
amount, temporary and permanent incomes should be taxed
at the same rate. Thus 1t may be laid down as a general
1ule that when the income-tax 1s permanent and fixed 1n
amount, all mcomes, whether temporary or otherwise,
should be taxed at the same rate. 1if however the income-
tax 1s temporary 1n 1ts duration, and uncertain in amount,
permanent incomes should be taxed at a higher rate than
temporary incomes  Inthe casc of the income-tax being
temporary 1n 1ts duration, perfect equahty could only
be obtained by capitalising all incomes and annually de-
ductin® by means of the income-tax so much per cent. of
their capitahsed value. But this arrangement would be
found quite mmpracticable, for 1in the case of temporary
incomes endless difficulty and expense would follow an
attempt to capitalise them  Government officials would
have to examine all the receivers of temporary incomes
and fix the 8mount of the income-tax which they had to
pay, 1in accordance with then age and the state ofatheir
health. For 1instance, two half-pay officers of the same
age, each receiving £200 a year, might have to be taxed
at different rates, because the one being much healthier
than the other, would be lkely to hive longer, and the
capitalised value of his income would thereforc be greater
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than that of the other. If therefore an attempt were
made to adjust the income-tax according to the capital-
ised value of each income, the ecxpense of collecting the
tax would absorb an undue proportion of the sum whith
it yields to the treasury. This 1s an example of the asser-
tion previously made, that legislators should strive to
produce a general equality in the gross amount of taxa-
tion, and not endeavour to adjust each particular tax in
accordance with the ability of the contributor to pay.

The Income-Tax presses more heavily on the possessors
of small incomes than on the possessors of large incomes.
The income-tax has been objected to on the ground that
it presses much more severely on the possessor of a very
small income than on the possessor of a large income.
Thus 1f the income-tax were 64. 1n the pound, and if 1t
were levied on all incomes, the possessor of an income of
4100 would have to pay £2. 10s. a year; the possessor of
an income of 10,000 would have to pay £250 a ycar.
Now it may be urged that /100 a year 1s only barely
suffictent to provide the nccessaries of life; especially iIf
1t 1s assumed that the possessor of such an income has
an average sized family depending upon him.  £2. 105,
cannot be deducted from this income without d®priving
its possessor or those depending on him of sufficient
food, clothing, shelter and warmth to ensure health and
the absence of bodily suffering To deduct £250 an-
nually from an income of £10,000 inflicts no hardship
on the possessor of this income; 1t may only reduce in
some measure his consumption of luxuries. ‘In order to
Erow'edc a remedy for this inequality, it was suggested

y Bentham that a certain minimum of income, sufficient
to provide the nececssanies of life, should be left untaxed ;
and that this amount should be deducted from all incomes
the remainder only to be taxed. For instance, if this
mimmum were fixed at £100, no income of this amount
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and under should be taxed at all; an income of £i1z0
should be taxed only on £20; whilst an income of £1000
should be taxed only on £goo. By this means “cach
w8uld then pay a certain fixed proportion of his super-
fluities,” At the present time this scheme has not been
carried into practice. The following modification of 1t 1s
adopted .—No 1ncome of less than £i50 1s taved, and
£120 15 deducted from all incomes between 4150 and
£400. For instance, an income of £200 1s only taxed on
£80. This plan 1s not so accurately just as that proposed
by Bentham. For instance, an mncome of £150 would
not be taxed at all, while an income of £155 would be
taxed on £35; an income of £400 would be taxed on
4280, whilst an mmcome of £ 405 would be taxed on its
whole amount. The plan which has been adopted, has,
however, the great practical advantage, that 1t 1s of much
easier application than the schemc 1ecommended by
Bentham.

The Income-Tax is usually a direct tax; it is sometimes
indirect. At first sight 1t appears that the income-tax 1s
always a direct tax, but 1t may be shewn that there are
cases 1n which income-tax 1s an indirect tax. When the
incomeXax 15 paid out of savings which would not other-
wise be productively employed, 1t 1s a direct tax, because
it 1s really borne by the person who pays the tax; but
when the income-tax 1s paid out of capital 1t 1s an 1n-
direct tax, for 1t then falls partly on the labourers who
would have been maintained by the capital used to pay
the tax. FJr example, supposc that a manufacturer has
to pay £1000 a yecar as mcome-tax, and that if .this
impost were not placed upon him he would use this sum
in employing a larger number of labourers; 1t 1s evident,
in such a case as this, that the tax falls partly on the
labouring classes, because 1t reduces the wages-fund, and
thercfore tends to lower the rate of wages. If, however,
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the manufacturer pays this £ 1000, not out of capital, but
by reducing his consumption of luxuries, then the income-
tax 1s a direct tax, and comes out of the pocket of the
person who pays it. The income-tax 1s a severe burd®n
upon industry 1f 1t 1s paird out of capital. It should mever
be imposed except 1n such countries as England, where
there is an abundance of capital for carrying out com-
mercial enterprises, and where conscquently the income-
tax does not rctard the production of wealth,

Some dishonest people have the power to evade paying
the full amount of the Income-Tax. It 1s urged as an
objection to the income-tax that some dishonest people
have opportunities of avoiding it by declaning their 1n-
comes to be smaller than they reallyare.  The considera-
tion whether any particular tax affects injuriously the
morality of the pcople 1s one which no statesman 1s justified
n neglecting. At the same time there 1s perhaps scarcely
sufficient evidence to prove that the income-tax 1s the
cause of the dishonesty of the people who evade 1it. It
no doubt affords them an opportunity of being dishonest,
but they would not avail themselyes of the opportumty
unless they were disposed to do so. Under the present
condition of things 1t can hardly therefore be congldercd
a valid objection to the income-tax that 1t affords some
dishonest pcople an opportunity of cheating the govern-
ment and the rest of the tax-payers.

Taxes on commodities should be levied on luxurieg rather
than on necessaries. Some of the rcmarks just made on
the subject of the income-tax throw some fight on the
constderation of taxcs on commodities. It was shewn that
the income-tax ought not to be levied on those incomes
which are sufficient only to procure the necessaries of
life. It was laid down as a rule that cach ought to con-
tribute to the imperial exchequer a certain proportion of
his superfluitics. It therefore appears that taxes on com-
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modities ought, in accordance with this rule, to be con-
fined to luxuries, and should not be levied on the neces-
saries of hife.  If 1t be admitted that those persons ought
to"be as far as possible relieved from taxation whose
incomes are sufficient only to provide them with neces-
saries, it is clear that the cost of these necessaries ought
not to be increased by taxation. On the other hand there
1s no reason why the luxuries consumed by the poorer
classes of the community, such as beer, spirits, and-
tobacco, should not be taxed. If a man’s income be
sufficient to procure luxuries, he ought not to be entirely
relieved from taxation on the ground of poverty; he
ought to contribute to the State a certain proportion of
his superfluities.

Taxes on land fall on the owner of the land, and not on
the cultivator. It may be gencrally stated that all taxes
which are levied on land, such as the land-tax, the tithe,
and the poor rate, really fall on the owner of the land,
and not on the cultivator. If these charges are n the
first instance paid by the cultivating tenant, he pays so
much less rent. If he ceases to pay the tax his rent is
increased. A reduction of the poor rate on land, there-
fore, is no permanent or dircct benefit to the tenant; at
the first opportunity his rent will be raised by a sum cor-
responding to the amount of taxation of which he has
been rehieved.

The land-tax is really Rent. Thc land-tax is in this
country constantly becoming smaller in proportion to the
value of land; 1ts pecuniary amount 1s fixed, and it does
not therefore advance with the constantly increaSing
value of agnicultural produce. The land-tax, whether
small or great in amount, partakes of the nature of a rent
paid by the owncr of land to the State, and 1t thus recog-
nises, in some degree, the proprietary nghts of the State.
In a great part of India the land 1s owned by the govern-
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ment, and therefore the land-tax is rent, paid direct by
the cultivating tenants to the State. These tenants, in-
stead of holding under private owners, hold under the
State, and the rent which they pay is called lapd-tak.
The economic perfection of this system of tenure mey be
readily perceived. It has been shewn that as population
increases, the value of lapd, owing to no exertions on the
part of the owner or cultivator, increases, on account of
the increased value of agricultural produce. In a system
of land-tenure, where land is owned by private indi-
viduals, all this additional value is shared by a few per-
sons who happen to be the owners of land. In a system
of land-tenure, where the land is owned by the State, this
additional value is shared by the whole nation, and may
be devoted to the relief of taxation, A great part of that
wealth which is taken out of the pockets of the people
by the increased price of food,1s returned to them in the
shape of the larger rents which are paid into the national
exchequer. The land-revenue of India amounts to
422,000,000 annually. The payment of this large amount
1s a burden to no one; if it were not paid to the State it
would be paid to landlords. No one is injured by the
payment of this sum; on the contrary, a mucic larger
amount of taxation would have to be levied if the land
were owned by private individuals; for in this case the
national revenue would be diminished by 22,000,000
annually, and this deficiency would have to be supplied
by increased taxation. It isclear that the land-tax should
never exceed the economic rent; 7ze¢. the surplus which
remgzins after defraying all the expenses of cultivation,
including the average rate of profit on the capital of the
cultivator. It has been shewn that this surplus is equal
to the differpnce in value hetween the land in question
and the worst land in cultivation which pays no rent.
If the land-tax excegd the economig rent, the cultivation
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of the worst land, which formerly paid no rent, will cease
to be profitable, and 1t will consequently fall out of culti-
vation The supply of food will be diminished and prices
will ise  The excessive land-tax will lead to increasing
the s¢pply of food by means of foreign mmportations.
When therefore the land-tax exceeds the economic rent,
2 double tendency 1s exerted to throw land out of cultiva-
tion, and consequently the area from which the tax is -
collected 1s decreased.

Tithes are a charge on Landed Property. Tithes are a
charge on landed property ; they were originally imposed
for the maintenance of religious establishments. As the
name 1mplies, they formerly amounted to one-tenth of
the produce. The appropration of tithes for religious
purposes was abolished 1n the time of the Reformation,
and tithes are now very frcquently owned by private in-
dividuals who have no share 1n the cultivation, manage-
ment, or possession of the land.  The difficulty of assess-
ing the tithe led to the passing, in 1837, of the Tithe
Commutation Act; by which the amount of tithe paid is
regulated according to the average price of corn during
the prevjpus seven years. By this anangement the tithe
proprietor was excluded from benefiting by the increased
productiveness of land. He would indeed be a sufferer
by any circumstance which might, for example, double the
yield of corn. For such an event would reduce the price
of corn,eand would accordingly dimimsh the amount of
the tithe. The Tithe Commutation Act also tends to
diminish the proportional value of the tithe, for reasons
which were probably unforeseen by those who passed the
Act in 1837. Corn can be easily imported from foreign
countries. An immense quantity has since 1847 been an-
nually imported 1nto this country. Live stock, milk, butter,
etc. cannot be so easily imported; therefore the relative
value of corn, as compared with meat and dairy produce,
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will tend to dimimish as population increases. Hence the
tithe, being determined solely by the average price of
corn, will not increase proportionally with the increased
value of agricultural produce considered as a whole.

The Incidence of Poor Rates levied on Dwelling-Hbuses.
Without atternpting to describe the social effects of the
poor rates, 1t 1s desirable to give a short account of their
mncidence and some of their economic consequences. The
poor rates arce levied only on real property, such as land,
trade premuses, and houses. It has already been pointed
out that 1n agricultural land poor rates are really borne
by the owner of the land. It has been long a disputed
point whether 1n the case of house property the incidence
of poor rates 1s on the occupier or the owner If the
reduction or abolition of the poor rate increased the rent
of houses by an amount exactly corresponding to the sum
which was formerly levied on the same houses as poor
rate, then the whole inaidence of the rate 1s on the land-
lord, because the rate reduces his rent.  But it must be
remembered that the poor rate 1s levied, not only on the
land on which the house 1s built, but on the house 1itself.
For instance, a certain house pays £9 a ycar groynd rent,
and £60 as housc rent. The poor rates levied on this
housc average £9 annually. The rate 1s levied at so
much m the pound of the entire rental, and not on the
ground rent only.  Now 1t 1s evident that the builder of
the house does not bear the rate any more than a grocer
bears the duty on tca. ‘The builder gets thg average rate
of profit of his trade; this profit being composed of the
following elements; the current rate of interest, compen-
sation for risk, and wages of superintendence. The poor
rate does not come out of his pocket, but it increases the
cost of production, just 1n the same way as the duty on
wine increases the cost of its production. The total cost
of renting a house is thercfore increased by the poor rate,
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and consequently the poor rates fall partly on the occu-
pier of a house. The owner of the land bears the inci-
dence of that pait of the poor rate which 1s calculated on
the ground rent ; the occupier bears the incidence of the
rate fevied on the value of the house.

The Incidence of Poor Rates levied on Trade Premises.
In the case of trade premises, manufactorics, &c. the
poor rates must also be divided nto two portions, that
lIevied on the land being borne by the owner of the land,
and that levied on the buildings being borne by the con-
sumers of the commodities which are manufactured in
the buildings Take, for example, the mcidence of the
poor 1ates levied on a cotton mull. Let it be assumed
that they amount to £150 annually. The cost of pro-
ducing a given quantity of cotton goods 1s thus in-
creased by £150, and as 1t has been shewn that the price
of commoditics which can be indefimitely increased is
always ultimately regulated by cost of production, 1t 1s
evident that the poor rate increases the pnice of cotton
goods, or, in other woids, the mcadence of the rate s
on the consumer. But it may be urged that the rate
varies gn different localities ; that in onc pansh the rate
levied on certain picrmses may be £1oo, and m an-
other parish the 1ate levied on similar premises may be
4300, 1f these premises are both used to produce the
same commoditics, what influence will these different
rates bave on the prices of the commodities® It 15 a
principle of political economy that the price of a commo-
dity 1s regulated by the cost of producing that portion
whose cost of production 1s the highest. The pniee of
vesscls 1s regulated by the cost of producing those vessels
whose cost of production is the highest. If the price
were less, the vessels built under the most disadvanta-
geous circumstances would cease to yicld the ordinary rate
of profit to capital and the average rate of wages to



228 ON FOREIGN COMMERCE, &. [SECT.1V.

labour. But 1t must be remembered that at the same
time the manufacturers who aie carrying on business
under more favourable circumstances arerealising excgp-
tionally large profits There 1s therefore every induce-
ment for them to increase the supply. If this increased
supply takes place, or if there 1s a decrease in the demand,
the equalisation between supply and demand 1s effected
by a lowenng of the price.  Under these circumstances,
the most heavily burdened part of the ship-building trade
ceases to be profitable and gradually ceases to exist.
This describes what actually took place 1n 1870 in the
London ship-building trade  The poor rates and other
charges were so enormously high 1n the cast end of Lon-
don, that when the exceptional demand for vessels caused
by the American war fell off, and the price of vessels con-
sequently declined, the ship-building trade of London
was virtually destroyed such vessels as were required
being built on the Tyne and the Clyde. Every ship-
building yard that was closed hastened the closing of the
rest in the same locality ; for by throwimng hundreds of
artisans out of employment pauperism was increased and
the amount of the poor 1ate was necessarily auggmented.
The burdens on the depressed industry thus speedily
accumulated, and gradually but surely the ship-buillding
trade dechined on the Thames. The incidence of poor
rates 1n such a case as this 1s borne by the capitabsts and
labourers engaged 1n the depressed industry, and the poor
rate may be perhaps in such an instancg accused of
causing more musery than i1t alleviates. It 1s a most
seribus national misfortunc when the amount of the poor
rate 1s so great as to maim or destroy a once prosperous
branch of industry. No remedy for this paralysing influ-
ence of the poor rate can be provided by the well-mcant
efforts of private chanty. No permanent benefit will
result from individual exertions or legislative enactments
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unless they tend to weaken the causes which produce
Lauperism.

QUESTIONS ON CHAPIER I11. On Zaxation.

1. Why 1s taxation necessary ?

2 Ought any cliss of persons who avail themselves of
the protection wlich a state affords to enjoy immunity
from taxation ?

3. Enumerate Adam Smith’s four canons of taxation.

4. In what manner only can the hrst canon be ob-
served?

5. Why 1s the non-observance of the sccond canon
detrimental to trade?

6. Illustrate the importance of the third canon.

7. Point out the connection between the third and the
fourth canon

8. Descuibe the utihity of honding houses.

9. What 1s the effect of the use of the bonding house
on thesprice of the commodities lodged therein?

10, In accordance with the fourth canon, ought taxes
to be levied on raw material or on manufactured commo-
dities ?

11. Why does a tax on raw material increase the
price &f the manufactured commodity by an amount far
exceeding the revenue yielded to the state?

12. Why would direct taxation on commoditiesesold
in shops be impracticable ?

13. Which 1s the most obvious way of carrying out
the fourth canon ?

14 What 1s the difference between direct and indi-
rect taxation ?

15  What 15 meant by the mcidence of taxation?
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16. What is the income-tax ?

17. Ought temporary and permanent mcomes to be
taxed at the same rate? «

18. Give 1llustrations shewing that temporary and
permanent incomes ought to be taxed at the same rate 1f
the income-tax 1s fixed 1n amount and permancent.

19. Why would 1t be immpracticable to adjust the
income-tax according to the capitalised value of each
income ?

20. Why does the income-tax press more scverely on
the possessor of a small income than on the possessor of
a large income?

21. What rcmedy has been suggested for this ine-
quahty ?

22.  What modification of this plan has been adopted?

23. Is the income-tax invariably a direct tax?

24. When ncome tax 1s paid out of capital, on whom
does the tax chicfly fall?

25 Is the opportunity of evading the payment of the
full amount of income-tax, wiich some people avail them-
sclves of, a vahd objection to the tax?

26 It has been laid down as an axiom, that cach
ought to contribute to the mmperial exchequer a certain
fixed proportion of his superfluiiies.  What effect would
this rule have in deciding what commodities should be
taxed ?

27. Who bears the incidence of all taxes levied on land ?

28. What 1s the land tax?

2¢. Describe 1its magnitude in England and mn India.

30. What important principle 1s recognmised by the
enistence of a land-tax ?

31. Explain the economic perfection of a land-tenure
in which all rents are paid to the State.

32 What would be the consequence of the land-tax
exceeding the economic rent?



CHAP. I1L.] ON TAXATION. 231

33. What are tithes, what was their onginal purpose,
and by whom are they now frequently owned?
o 3+ What arc the main provisions of the Tithe Com-
mutation Act?

38. What cffect has this Act had on the amount of the
tithes ?

36. 'Who bears the incidence of poor rates in the case
of housc property ?

37. Pirove that the occupier of the housc bears part of
the cidence of the poor rate.

38. Who bears the ncidence of the poor rate levied
on trade premises?

39. What 1s the effect of an excessive poor rate in
depressing industry ?

40. Describe the decline of the ship-building trade on
the Thames.

41. When the burden of the poor rate 1s such as to
destioy a branch of industry, on whom does the real bur-
den fall?

U was said that tax payers were never asked by the
collector whether they approved of this or that application
of public money; but do not the tax payers then control
the national expenditurc? have they not a right to do so?
How far does the parhamentary suffrage confer this
power on tax-payer ¢

2. Were the taxes on hair powder and on carriages
direct or indirect ?

3. If all the land in England belonged to the natidn, so
that all farmers paid their rent to the Government, would
taxation be increased or diminished ?
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Maps. Fcap 8vo. 2s. 6d.
A MANUAL OF 2MOOD CONSTRUCTIONS. Fcap.
8vo. 1s 6d
< CONSTRUING BOOR. Fcap 8vo. 2546d.
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THUCYDIDES —500AKS VI AND VI, with Notes, Fifth
Edition, revised and enlarged, with Map. By the Rew.
PrrcivaL Frost, M.A. Icap. 8vo. 55

[ ]

VIRGIL—T7HE WORAS OF VIRGIL RENDERED INTO
ENGI.]SI/ PROSE, with Notes, Intioductions, Runmng
Analysts, and an Index, by JAMES LoNsparLr, M.A., and
SAMUEL LEE, M A Sccond Edition  Globe 8vo. 35 64, ;
gilt edges, 4s. 6a. :

©

““ A more complete edition of Virgil in b nghsh 1t 1s scarcely possible to
conceive than the scholarly work before us "—GLosk

WRIGHT—Works by ] WRIGHT, M.A., late Head Master of
Sutton Coldfield School.

IIELLENICA, OR, A IHISTORY OF GREECE IN
GRELR, as related by Diodorus and Thucydides , bemng a
Fust Greeh Reading Book, with eaplanatory Notes, Cnitical
and Historical. Third kdition with a Vocabulary.  Fcap. 8vo.
35 6d.

A HELP TO LATIN GRAMMAR ; or, The Form and
Use of Words m Laun, with Progressive Exercises.  Crown
8vo. 4s. 6d.

THE SLVEN KINGS OF ROME  An Easy Narrative,
abridged from the Fust Book of Luy by the onussion of
Difficult Passages, bemng a First Laun Reading Book, with
Grammatical Notes, Fifth Ediion.  With Vocabulary, 3s. 64.

.
LIRST LATIN STEPS, OR, AN INTRODUCTION
BY A SERIES OF LXAMPLES 70 THE STUDY
OF THE LATIN LANGUAGE Crown 8vo. 5#

ATTIC PRIMER. Arranged for the Use of Beginners.
Lxtra fcap, 8vo. 45 6d.

4 COMPLETE LATIN COURSE, comprising Rules wath
Examples, Excrcises, both Latm and Englsh, on cach Rule,
and Vocabulaties. Crown 8vo. 4s. 6d.
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MATHEMATICS.

AIRY—Works by Sir G. B. AIRY, K CDB, .istionoma
Royal :—

ELEMENTARY TREATISE ON PARTIAL DIF-
FERENTIAL EQUATIONS. Designed for the Use of
Students 1n the Universities. ' With Diagrams.  Second Edition.
Crown 8vo. §s. 6d.

ON THE ALGERRAICAL AND NUMERICAL
THEORY OF FERRORS OF OBSERVATIONS AND
THE COMBINATION OF OBSERVATIONS. Second
Edition, revised. Crown 8vo. 65, 64.

UNDULATORY THEORY OF OPTICS. Designed for
the Use of Students m the Univeisity  New Edition., Crown
8vo. 65, 64

ON SOUND AND ATMOSPHERIC VIBRATIONS
With the Mathematical Elements of Musie.  Designed for the
Use of Students m the University, Second Edition, Revised
and Enlarged. Crown 8vo. 9s. '

A TREATISE OF MAGNEZT/SM. Designed for the Use
of Students in the Umversity. Crown 8vo. g¢s. 64.

AIRY (OSMUND)—A 7REATISE ON GEOMETRICAL
OPT/CS Adapted for the use of the Iigher Classes in
Schools By OsmunD A1RY, B.A , one of the Mathematical
Mastas i Wellington College  Eatra tcap 8vo. 35, 64,

SAYMA —T7HE ELEMENTS OF MOLECULAR MECHA-
AICS By Joserw Bavma, S J., Professor of Philosophy,
Stonyhurst College.  Demy 8vo.  10s. 64, ¢



MATHEMATICS 9

BBABLBY—AN ELEMENTARY TREATISE ON PLANE
TRIGONOMETRY. With Examples ByR D. BEASLEY,
M.A., Head Master of Grantham Grammar School. Fifth

*. Edition, revised and cnlarged. Crown 8vo. 3s. 6.

BLASKBURN (HUGH) — ELEMENTS OF PLANE
TZRIGONOMETRY, for the use of the Jumor Class
Mathematics n the Umversity of Glasgow. By HUGH
BLACKBURN, M. A., Professor of Mathematies in the Univers
sity of Glasgow. Globe 8vo. 15, 64,

BOOLE—\Works by G. BOOLE, D C L., F.R.S., late Piofessor
of Mathematics m the Queen’s Umiversity, lreland.

A TREATISE ON DIFFERENTIAL EQUATIONS.
Third and Revised Edition. Edited by I. TODHUN1TER., Crown
8vo. 14s.

A TREATISE ON DIFFERENTIAL EQUATIONS.
Supplementary Volume. Edited by I. ToDHUNTER. Crown
8vo. 8s 6d.

THE CALCULUS OF FINITE DIFFERENCES.
Crown 8vo. 10s. 6d. New Edition, revised by J. F,
MOWLTON,

BROOK-SMITH (J.)—ARITHMETIC IN THEORY AND
PRACTICL. By ] DBrook-Smity, M.A, LLB., S5t
John's College, Cambndge, Barnster-at-Law , one of the
Masters of Chelienham College.  New Ediuon, revised.
Crown 8vo 4s. 6d.

“A valumble Manual of Anthmetc of the Scientific kind. 'lhe beste
we have seen "—LiThxARY CHURCHMAN

CAMBRIDGE SENATE-HOUSE PROBLEMS and RIDERS
WITH SOLUTIONS :—

1875—PROBLEMS AND RIDERS. By A. G. GREENHILL,
M A. Crown 8vo. 8s 64

CANDLER—HELP 70 ARITHMETIC. Designed for the
use of Schools, By H CanNDLER, M.A, Mathematical
Master of ppingham School. Extra fcap. 8vo  2s. 6d.
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OHBYNB—Works by C. H. H. CHEYNE, M.A,, F.R.A.S,

AN ELEMENTARY TREATISE ON THE PLANET
ARY THEORY. With a Collection of Problems. Secend
Edition. Crown 8vo. 6s. 64.

THE EARTHS MOTION OF ROTATION, Crown 8vo.

CHILDE—/7/E SINGULAR PROPERTIES OF THE
ELLIPSOID AND ASSOCIATED SURFACES OF
THE N7in DEGRLE. Bythe Rev. G. F. CHILDE, M.A,,
Author of *“Ray Surfaces,” ‘¢ Related Caustics,” &c. 8vo.

CHRISBTIE—A COLLLECTION OF ELEMENTARY TEST-
QUESTIONS [N PURE AND MIXED MATHE-
MATICS; with Answers and Appendices on Synthetic
Diviston, and on the Solution of Numerical Equations by
Horner’s Mcthod By James R CHristik, F.R.S., Royal
Miltary Academy, Woolwich.,  Crown 8vo. 8s. 6d.

CUMMING—AN INTRODUCTION 70 THE THEORY
Of ELECTRICITY. By LINNaUs CUMMING, M A,
one of the Masters of Rugby School. With 1llustrations.
Cirown 8vo.  8s. 64.

CUTHBERTBON—XLUCLIDIAN CEOMETRY. By FRANCIS
CUTHBERTSON, M.A , LL D., Iiead Mathematical ‘Master of
the City of London School  ILxtia fcap. 8vo.. 4s. 64.

DALTON—Works by the Rev. T. DALTON, M.A., Asswtant
Master of Eton College.

RULES AND EXAMPLES IN ARITHMETIC, New
Edition. 18mo. 25 64.

Answers to the Examples are appended.

RULES AND EXAMPLES IN ALGEBRA. Part I
Second Ediion.  18mo. 25, Part II.  18mo. 25, 6d.
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DAY —PROPERTIES OF CONIC SECTIONS PROVED
GEOMETRICALLY. Yari 1, THE ELLIPSE, with
Problems. By the Rev. 1. G. Day, M A., Head Master of

.bcdburgh Grammar School. Crown 8vo. 3s 6d.
L]

DODGSON—AN ELEMENTARY TREATISE ON DETER-
MINANTS, with ther Application to Simultaneous Lanear
Equations and Algebraical Geometry By CHARLLS L. -
DonesoN, M A. Small gto 105 64

DREW—GLOMLTRICAL TREATISE ON CONIC SEC-
770NS. By W. H Drew, M A, 5t John's College,
Cambndge  Fifth Edwion, enlarged  Crown 8vo.  5s.

SOLUTIONS 70 THE PROBLEMS IN DREW'S
CONIC SLCT/ONS Crown 8vo 45 64

EDGAR (J. H.) and PRITCHARD (G. 8.)—NO7ZL-BOOK
ON PRACTICAL SOLID OR DESCRIPTIVE GEO-
METRY. Contaming Problems with help for Solutions, By
J. H. Lbpcag, M.A, Lecturer on Mechamceal Drawing at the
Royal School of Mines, and (o 5 Prirciann Third Idition,
revised and enlarged  Globe 8vo  3s.

.

FERRERS-—Works by the Rev. N, M. FLRRERS, M. A, Fellow

and Tutor of Gonville and Caius College, Cambndge.

AN ELEMENTARY TREATISE ON TRILINEAR
CO-QRDINATES, the Method of Recpocal Polars, and
the Theory of Projectors  Third Ldition, 1evised. Crown 8vo.
Gs. 6. ® .

AN ELEMENTARY TREATISE ON SPHLRICAL
HARMONICS, AND SUBFLCTS CONNECTED WITH
ZHEM  Crown 8vo. 75, 04,

FROST—Works by PERCIVAL FROST, M.A,, formerly Fellow
of St. John’s College, Cambndge ; Mathematical Lecturer of
King’s College.

AN ELEMENTARY TREATISE ON CURVE TRA-
CING, ByPrrcivaL Frost, M.A. 8vo. 125,
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PROST Continued—
THE FIRST THREE SECTIONS OF NEWTON'’S
PRINCIPIA, With Notes and Illustrations. Also a col-
lection of Problems, principally ntended as Example? of
Newton’s Methods, By PercivaL Frost, M.A. Second
Edition, 8vo. 1x0s. 6d.

SOLID GEOMFETRY. A New Edition, revised and enlarged
of the Treatise by FrosT and WOLSFENHOLME, In 2 Vols,
Vol. 1. 8vo. 16s.

GODFPRAY—Works by HUGH GODFRAY, M.A., Mathematical
Lecturer at Pemlioke College, Cambridge.

A TREATISE ON ASTRONOMY, for the Use of Colleges
and Schools. New Edition.  8vo. 125 64,

AN ELEMENTARY TREATISE ON THE LUNAR
THEORY, with a Brief Sketch of the Problem up to the time
of Newton. Second kLdition, revised. Ciown 8vo. 5s. 6d.

HEMMING—AN ELEMENTARY TREATISE ON THE
DIFFERENTIAL AND INTEGRAL CALCULUS, for
the Use of Colleges and Schools By G 'W. HEmMING, M.A.,
Fellow of $t. John’s College, Cambnidge  Second” Edition,
with Corrections and Additions.  8vo 95,

JACKSBON — GEOMFETRICAL CONIC SECTIONS. An
Elementary Treatise 1 which the Conic Sections are defined
as the Plane Sections of a Cone, and treated by th.- Method
of Projection. By J. S1UART JACKsoN, M.A., late Fellow of

. Gonville and Caws College, Cambndge. Crown 8vo. 4s. 64.

L7

JELLET (JOHN H.)—Ad TREATISE ON THE THEORY
OF FRICTION. By Joun IL JerLLet, B D., Senior Fellow
of Tumty College, Dublin, President of the Royal Insh
Academy. 8vo. 8s. 64.

JONES and CHEYNE—ALGEBRAICAL EXERCISES.
Progressively Arranged. By the Rev. C. A, Jongs, M.A., and
C H CHEYNE, M A, FR.A.S, Mathematical Masters of
Westmnster School. New Edition. 18mo. 2s. 6d.
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KELLAND and TANT—/NZRODUCTION 70 QUATERN-
NIONS, with numerous examples. By P. KrLLAND, M.A,,
F.R 8.5 and P. G, Tart, M A, Professors m the department

oof Mathematics in the Univeraty of ldinburgh. Crown 8vo.
7:; 64d.

RITCHENER—A4 CEOMFETRICAL NOTE-ROOK, containing
I'asy Problems m Geometrical Drawing preparatory to the
Study of Geometry. For the use of Schools. By F. E. _
KI11CHENER, M.A., Mathemathical Master at Rugby. Third
Edition  gto, 2s.

MAULT—NAZTURAL GEOMLTRY. an Intioduction to the
lLogical Study of Mathematics. For Schools and Techmical
Classes  With kxplanatory Models, based upon the Tachy-
metrical Works of Ed. Lagout By A. MavurLi. 18mo. Is.

Models to Iustrate the above, 1in Box, 12+, 64

MERRIMAN — FLEMENTS OF TIIZ METHOD OF
LIEAST SQUARES. By ManNsFIELL MERRIMAN, Ph.D.
Cirown 8vo.  7s. G,

YILLAR—FLEMENTS OF DIESCRIPTIVE GEOMETRY.
Ly J. B MiLLAR, B E.  Crown 8vo. [Nearly ready.

MORGAN — A COLJECT/ON OF PROBLIEMS AND
LXBMPLES IN JMATHEMATICS. With Answers,
By H. A. Morgan, M.A., Sadlerian and Mathematical
Lecturer of Jesus Coliege, Cambindge. Crown 8vo, 6s. 6d.

NEWTON'’S8 PRINCIPIA. Edited by Prof. Sir W. THoMsoN
and Professor BLACKBURN, 4to cloth 315 6d.

* Undoubgedly the finest edition of the text of the ‘ Pnneipia’ which
has Juthertotupprared "~ EnvucaTtionar Tises .

PARKINSON—Warks by S. PARKINSON, D.D., FR.S.,
Tutor and Pralector of St John's College, Cambridge.
AN ELEMENTARY TREATISE OV MECHANICS.
For the Use of the Junior Classes at the Umversity and the
Higher Classes 1 Schools.  With a Collection of Examples.
Fifth Edition, revised  Crown 8vo cloth 95, 6d.

A TREATISE ON OP77CS Third Edition, revised and
enlarged. Crown 8vo. cloth 105, 64.
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PHEAR—LELEMENTARY HYDROSTATICS. With Nu-
merous Examples. By J. B. PHEAR, M.A., Fellow and late
Assistant Tutor of Clare College, Cambridge. Fourth Edition.
Crown 8vo. cloth. 55 64,

PIRIE—LESSONS ON RIGID DYNAMICS. By the Rev
G PiriE, M.A., Fellow and Tutor of Queen's &ol]ege,
Cambndge. Crown 8vo. 6s.

PUCKLE —AN ELEMENTARY TREATISE ON CONIC
SECTIONS AND ALGEBRAIC GEOMETRY. With
Numerous Examples and ITnts for their Solution ; especially
designed for the Use of Beginners. By G. II. PUCKLE, M. A,
Fourth Edition, revised and enlarged. Crown 8vo. 7s. 64.

RAWLINSON—LLEMENTARY STATICS, by the Rev.
GEORGE RAWLINsON, M.A. Edited by the Rev. EDWARD
STURGES, M.A. Crown 8vo. 4s. 6d.

RAYLLIGH — 77/ THEORY OF SOUND. By Lorp
Raviricu, M.A., F.R.S., formerly Fellow of Trimty College,
Cambnidge. In 2 Vols, 8vo. Vol 1. 125 64.

[Vol. 71 in the press.

REYNOLDS—MODERN METHODS IN ELEMENTARY
GEOMETRY. By E. M. RryNoLDps, M. A., Mathematical
Master in Clifton College. Crown 8vo. 3s. 64,

ROUTH—Works hy EDWARD JOIIN ROUTH, M.A., late
Fellow and Assistant Tutor of St Peter’s College, Cambridge ;
Exammer 1 the Umversity of London.

AN ELEMENTARY TREATISE ON THE DYNAMICS
OF THE SYSTEM OF RIGID BODIES. With numercus
Examples. Third and enlarged Edition. 8vo. 21s.

STARILITY OF A GIVEN STATE OF MOTION,
PARTICULARLY STEADY MOTION  Adams’ Prize
Essay for 1877. 8vo. 8s. 64

SMITH—Works by the Rev. BARNARD SMITH, M.A,
Rector of Glaston, Rutland, late Fellow and Semor Bursar
of St. Peter’s College, Cambridge.

ARITHMETIC AND ALGCEBRA, m therr Principles and
Application ; with numerous systematically arranged Examples
taken from the Cambridge Examination Papers, with especial
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SMITH Conlinued—

reference to the Ordnary Examination for the B A, Degree.
Thirteenth Edition, carefully revised. Crown Svo. 105, 64.

®  *‘To all those whose munds are suftictently devdlopad to comprehend
the simplest mathematical reasomng, and who have not yct thoroughly
ngrstered the principles of Anthmetic and Algebra, 1t1s calculated to be
of great advantage "—A1HENKUM

““Mr Smath's work 1s a most uceful publication  The rules are stated
with great clearness  lhe examples are well selected, and worked out
with just sufficient detarl, without bang encumbercd by too minute expla- —
nations and there prevails throughout it that just proportion of theory and

ractice which 15 the crowmng excell of an el y work "—LEAN

HACOCK

ARITHMETIC FOR SCHOOLS. New Edition. Crown
8vo. 4s. 6d.
‘“ Admirably adapted for instruction, combimng just sufficient theory

with a large and wellseiected collection of excreises for practice,”—
JourNaL ox EDUCATION

A KEY TO THE ARITHMETIC FOR SCHOOLS.
New Edition. Crown 8vo, 8s, 6d.

I NERCISES IN ARITHMET/IC. Crown 8vo hmp cloth,
23.  With Answers.  2s. 64,

Or sold separately, Part I. 15.; Part TL. 15, ; Answers, 6,
SCHOOL CLASS-BOOKX OF ARITHMETIC. 18mo
clotle.  3s.

Or sold separately, Parts I, and II. 10d. cach ; Part IIL  1s,
KEYS TO SCHOOL CLASS-FOOR OF ARITHMETIC.

Complete in one volume, 18mo. cloth. 6s. 64. ; or Parts 1.,
1L, and 11T, 25, 64. cach.

SHILLING BOOK OF ARITHMETIC FOR NATIONAL
AND ELEMENTARY SCHOOLS  18mo. cloth, Ore
separately, Part I. 24. ; Part 11. 34 ; Part 111, 7d. Answers,

THE SAME,with Answers complete.  18mo, cloth 15 64
KEY TO0 SHILLING BOOK OF ARITHMETIC.
18mo. 4s. 64

EXAMINATION PAPERS IN ARITHMETIC. 18mo.
17, 64. The same, with Answers, 18mo. Is. 9d. Answers, 34.
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SMITH Contuid—

KEY TO EXAMINATION PAPERS IN ARITH-
METIC. 18mo. 4s. 6d.

THE METRIC SYSTEM OF ARITHMETIC. ITS
PRINCIPLES AND APPLICATIONS, with numerous
Examples, written expressly for Standard V. in National
Schools.  Third Edition.  18mo. cloth, sewed. 3d.

A CHART OF THE METRIC SYSTEM, on a Sheet,
size 42 1. by 34 n. on Roller, 1s5. 64, mounted and varmshed
price 3s. 6. Third Edition.

“‘ We do not remember that ever we have seen tcaching by a chart more
happily carried out "—5cHooL Boakt CHRONICLE

Also a Small Chart on a Card, price 1d.

EASY LESSONS IN ARITHMF TIC, combining Exercises
i Reading, Wnting, Spelling, and Dictation. Part I. for
Standard 1. 1n National Schouvls.  Crown 8vo 94
** We should stiongly advise every one to study carcfully Mr Barnard
Smath’s Lessons in Arithmene, Wit ng, and Spelling A ‘more excellent
hittle work for a first introduction to hnowledge cunnot well be written
Mr. Smuth’s larger Teoxt-books on Arithmetic and Algebra are already
most favourably known, and he has proved now that the dificulty of wnung
a text-book which begius aé oo 15 really surmountable , but we shall be
much nustaken 1f thes hittle book has not cost 1ts author more taought and
mental labour than any of his more elaborate text-books ‘The plan to
combine anthmeucal lessons with those 1n reading and spelling 15 per-
fectly novel, and 1t 1s worked out 1n accordance with the aims of our
National Schools, and we are convinced that its general introduction in

all elementary schools throughout the country will produce great educa-
tional advantages "—WESTMINSTER REvikw

EXAMINATION CARDS IN ARITHME TI(:. (Dedi-
cated to Lord Sandon.) With Answers and Hints.

Standards I. and I1. in box, Is. 6/ Standards III., IV, and
V., 1n boxes, Is. 64. each. Standard VI, in Two Parts, n
boxes, 1s. 6d. each.

A and B papers, of nearly the same difficulty, are given so as to
prevent copying, and the Colours of the A and B papers differ n
each Standard, and from those of every other Standard, so that a
master or mistress can see at a glance whether the children have the
proper papers.
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BNOWBALL — 7HE ELLEMENTS OF PLANE AND
SPHERICAL TRIGONOMETRY ; with the Construction
and Use of Tables of Logarithms., By J. C, SNownaLL, M. A.

¢ Eleventh Edition. Crown 8vo. 7s, 64.

SYLLABUS OF PLANE GEOMETRY (coiresponding to
Luchd, Books I.—VI.). Iicpared by the Assowation for the
Improvement of Geometrical Teaching, Third Ldition. Crown
8vo. 1s.

TAIT and STEELE—A 7RLEATISE ON DYNAMICS OF
A LPARTICLL. With numeious Xxamples. Dy Diofessor
TA11 and MR, S5TeELE. New Edition, enlarged.  Crown 8vo.
10, 6d.

TEBAY — L LEMNLENTARY MENSURATION FOR
SCHOOLS. With numerous kExamples By SkPTIMUS
Trpay, B A,, Hcad Master of Queen Liizabetl’s Grammar
School, Rivington, Iutra fcap. Svo.  3s. 04,

TODHUNTER—Works by 1. TopuuNTER, M.A., ¥.R.S., of
St. John's College, Cambrnidge.

“Mr Todhunter 15 chicfly known to students of Mathou wies s the
author of 2 «nes of ad nuable mathcumtical ot hool « which posaess
therare quahtics of being clear in sty le and absolutely fice from nustakes,
tygggraphxm.l or vther "—5SATURDAY Rieview

THI ELEMENTS OF LUCT17) Tor the Use of Colleges
and Schools. Ncw Lkdition.  18mo 3. 64,

MENSURATION FOR BLGINNLRS. With numerous
Lamples. New Ldition.  1dmo. 25 6/

ALCEBRA FOR BLGINNARS. With numaious aamples.,
New Edition.  18mo. 25, 64 R °
AEY T0O ALGLEDBRA FOR LLEGINNLARS.,  Ciown 8vo.
6s. 64,

TRIGONOMETRY FOR LEGINNERS., With numcrous
Examples. New Ldition. 18mo. 25 6d.

AKEY 70 TRIGONOMETRY FOR DBEGINNERS.

Crown 8vo. 8s. 64.
" b
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TODHUNTER Continucd—

MECHANICS FOR BEGINNERS. With numerous
Examples. New Edwion. 18mo. 4s. 6d.

ALGEBRA. For the Use of Collegesand Schools. Seventh
Edition. Crown 8vo. 7s..6d.

KEY T0 ALGCEBRA FOR THE USE OF COLLEGES
AND SCHOOLS. Cirown 8vo. 10s. 6d.

AN ELEMENTARY TREATISE ON THE THEORY
OF EQUATIONS. Third Edition, revised. Crown 8vo.
7s. 6d.

PLANE TRIGONOMETRY  For Schools and Colleges.
Sixth Ediion. Crown 8vo. §s. .

AEY 70 PLANE TRIGONOMEZRY. Crown 8vo.

A TREATISE ON SPHERICAL TRIGONOMETRY.
Third Edition, enlarged.  Crown 8vo. 4s 64,

PLANE CO-ORDINATE GLOMEZTRY, as applied to the
Straight Line and the Conic Sections. With numerous
Examples. Fifth Edition, 1evised and enlarged. Crown 8vo.
7s. 6d.

A TREATISE ON THE DIFFERENTIAL CALCULUS.
‘With numerous Ixamples. Seventh Edition. Crown 8vo.
10s. 6d. .

A TREATISE ON THE INTEGRAL CALZULUS AND

178 APPLICATIONS. With numerous Examples. Fourth
Edition, revised and enlarged. Crown 8vo. 1I0s. 6d.

EXNAMPLES OF ANALYTICAL GEOMETRY OF
THREE DIMENSIONS. Thud Edition, revised. Crown
8vo. 4.

A TREATISE ON ANALYTICAL STATICS. With
numerous Examples. Fourth Edition, revised and enlarged.
Crown 8vo. 105, 6d.
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TODHUNTER Continued—
A HISTORY OF THE MATHEMATICAL THEORY
OF PROBARBILITY, from the time of Pascal to that of
. .
Laplace. 8vo. 18s.

RESEARCHES IN THE CALCULUS OF VARIA-
ZZ70NS, principally on the Theory of Discontinuous Solutions :
an Essay to which the Adwns Prize was awaided m the
University of Cambudge in 1871, 8vo  Gs.

A HISTORY OF THE MATIIEAATICAL THIEORIES
OF ATTRACTION, AND THE FIGURE OF THE
EARTH, from the time of Newton to that of Laplace. 2 vols.
8vo. 24s.

AN ELEMENTARY TREATISE ON LAPLACE'S,
LAME'S, AND BESSELS FUNCTIONS. Crown 8vo.
105, 6d.

WILSON (J. M.)—ELEMENTARY GEOMETRY. Books
I. II. III Contamning the Subjects of Kuchd’s first Four
Books. Following the Syllabus of the Geometiical Association,
By J. M. WiLsoN, M A,, late Fellow of St John’s College
Cambridge, and Mathematical Master of Rugby School.  New
Edl.uon. Extra fcap. Svo. 35 0d.

SOLID GEOMITRY AND CONIC SLECT/ONS. With
Appendices on Transversals and Haimome Division  For the
Use of Schools. By J. M. Witson, M A Thad Ludition.
E.\t.rn fcap. 8vo. 3s5. Od.

WILSON (W P.)—A TREATIS) ON DYNAMICS. By
W. P. WiLsoN, M.A., Fellow of St. John’s Collegg, Cam?
bridge, and Professoi of Mathematics 1 Queen’s College,
Belfast, 8vo. 9s. 6d.

WOLSTENHOLME—A JBO0K OF MATHEMATICAL
PROBLEMS, on Subjects included m the Cambnidge Course,
By JoserH WOLSTENHOLME, Fellow of Chnst’s College,
sometime Fellow of St. John's College, and lately Lecturer in
Mathematics at Chnist’s College. Crown 8vo. 8s. 6d.

* Judicrony, symmetrical, and well arranged.”~GUARDIAN
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SCIENCE.

ELEMENTARY CLASS-BOOKS.

ASTRONOMY, by the Astronomer Royal.
POPULAR ASTIRONOMY., With lllusuations. By Sn
G. B. Ay, K.C.D.,, Astronomer Royal. New Ldition.
18mo. 4s. 6d.

Six lectures, mtended ““to explamn to intelhigent persons the
principles on which the mstruments of an Observatory are con-
structed, and the punciples on which the observations made
with these instruments aie ticated for deduction of the distances
and weights of the hodies of the Solu System ”

ASTRONOMY.
ELEMENTARY LESSONS IN ASTRONOMY. With
Coloured Thagram of the Spectra of the Sun, Swrs, and
Nebule, and numerous Illustiations. By J. NORMAN LOCKYER,
F.R.S. New Edition 18mo. 5s. 64,

““Full, clear, sound, and worthy of attention, not only as a popular
exposition, but as a scientific ¢ Index ’"—ATHENAUM

QUESTIONS ON LOCAYLRS ELEAIENTAR'Y LES-
SONS IN ASTRONOMY. For the Use of Schools. By
JoeiN FORBES-ROBERTSON, 18mo. cloth limp. 1s, 64,

PHYSIOLOGY.
LESSONS IN ELEMENTARY PHYSIOLOGY. With
numerous Illustrations. By T. H. HuxLEY, F.R.S., Professor
of Natural History in the Royal School of Mines. New
Edition. 18mo. 4s. 64.
¢ Pure gold throughout "—GUARDIAN.

““ Unquesuonably the clearest and most complete elementary treatise
on this subject that we possess in any language., "—ngumsran REVIEW.
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ELEMENTARY CLASS-BOOKS, Con/tnucd—
QUESTIONS ON HUXLEY'S PHYSIOLOGY FOR
SCHOOLS. By T. A1cock, M.D. 18mo 15 6d.

BOTANY.
LESSONS IN FELEMENT.URY BOT.ANY., ly D.
OLIVER, F.R.S,, F.L S, Professor of Botany in Umversity
College, London. With nearly Two Hundred Illustrations.
New Edition. 18mo 45 64 -

CHEMISTRY.

LESSONS IN ELEMENTARY CHEMISTRY, IN-
ORGANIC AND ORGANIC. By HeENrYy E ROSCOE,
F.R.S., Professor of Chemustry in Owens College, Manchester.
‘With numerous Illustrations and Chromo-Litho of the Solar
Spectrum, and of the Alkalies and Alkaline Iarthe. New
Edition, 18mo. 4s. 6d.

*‘ As a standard general text-book it deserves to take a leading place.”—
SPECTATOR.

* We unhesitatingly pronounce 1t the best of all our elementary treatises
on Chemistry "—MEeDpicaL Tinmws,
A SERIES OF CHEMICAL PROBLEMS, prepared with
Special Reference to the above, by T. E. Thorpe, Ph.D.,
Professor of Chemistry mn the Yorkshire College of Science,
Leeds. Adapted for the preparation of Students for the
Government, Science, and Society of Arts Examinations. With
a Preface by Professor Roscor. Ifth Edition, with Key,
18mo. 2. :

POLITICAL ECONOMY.
LITICAL FECONOMY FOR FBEGINNERS. By
MiILLICWNT G, FAWCETT. New Iidition  18mo. 25 64.
‘¢ Clear, compact, and comprehensive.”—DaiLy Nrws, e
¢ The relations of capital and labour have never been more simply or
more clearly expounded "—CoNTEMPIRAKY RiviEwW
LOGIC. .
ELEMENTARY LESSONS IN LOG/C; Deductive and
Inductive, with copious Questions and Examples, and a
Vocabulary of Logical Terms. By W.SraNLEY JrvoNs, M.A.
Professor of Logic in Umversity College, London. New
Edition. 18mo. 3s. 64.

‘¢ Nothigg can be better for & school-book.”"—GUARDIAN,
*¢ A maifial alike sunple, 1nteresting, and scientific.”—A
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ELEMENTARY CLASS-BOOKS Continued—
PHYSICS.
LESSONS IN ELEMENTARY PHYSICS. By BALFOYR
STEWART, F.R.S., Professor of Natural Philosophy in O wens
College, Manchester. With numerous Illustrations and Chfomo-
litho of the Spectra of the Sun, Stars, and Nebule, New
Edition. 18mo. 4. 64.
““ The beau-ideal of a scientific text-book, clear, accurate, and thorough.”
EpucatioNar TiMes.,
PRACTICAL CHEMISTRY,
THE OWENS COLLEGE FUNIOR COURSE OF
PRACTICAL CHEMISTRY. By FRANCIS JONES, Chemical
Master in the Grammar School, Manchester. With Preface by
, Professor RoscoE, and Illustrations. New Edition. 18mo.
25, 6d.

ANATOMY.
LESSONS IN LLEMENTARY ANATOMY. By ST.
GEORGE M1VART, F.R.S, Lecturer in Comparative Anatomy
at St. Mary’s Hospital.  With upwards of 400 Illustrations.
18mo, 6s. 6d.

““It may be questioned whether 1ny other'work on anatomy contains in
like compass so proportionately great a mass of information "—LANCET

““The work 15 excellent, and should be 1n the hands of every sudent of
human anatomy "—Mebicat Timis.,

S8TEAM.
AN ELEMENTARY TREATISE. By JounN PERRY,
Bachelor of Engmeering, Whitworth Scholar, &c., late Lecturer
n Physics at Clifton College. With numerous Woodcvts and
Numerical Examples and Exercises. 18mo.

¢ “ The young engineer and those seeking for a comprehensive knowledge

of the use, power, and economy of steam, could not have a more useful

work, as 1t 1s very intelifible, well arranged, and practical throughout "—
IRONMONGER.

PHYSICAL GEOGRAPHY.
ELEMENTARY LESSONS IN PHYSICAL GEO-
GRAPHY. By A. Grikig, F.R.S., Murchison Professor
of Geology, &c., Edmnburgh. With numerous Illustrations.
18mo. 4s. 6d.

QUESTIONS ON THE SAME. 1s. 6d.



SCIENCE. 23

ELEMENTARY CLASS-BOOKS Confinued—

NATURAL PHILOSOPHY.
& NATZURAL PHILOSOPNTY FOR BEGINVERS. By
TopHUNTER, M.A,, I""R.S. Pait I. The Propertics of
Solid and Fluid Bodies,  18mo.  3s 64d.
Part II. Sound, Light, and Ileat. 1Smo. 3s. 64.

MANUALS FOR STUDENTS.

FLOWER (W. H.)— AN INTRODUCTION TO THE OSTE-
OLOGY OF THE MAMMALIA. Bemg the substance of
the Course of Lectuies delivered at the Royal College, of
Surgeons of kngland in 1870, By W. 1. FLOWER, F.R S,
F.R.C 8., Hunternian Professor of Comparative Anatomy and
Physiology.  Wath numcious Iustrations,  Second LEdition,
enlarged. Crown 8vo 107 6d.

TFOSTER and BALFOUR-—77/7: FLEMENTS OF EMBRYO-
LOGY. By MicuArl Fostrr, M.D., 'R S, and F. M,
BALFOUR, M.A. Pat I, aown 8vo. 75 6d.

FOSTER and LANGLEY—A COURSE OF ELFMENTARY
PRACTICAL PHYSIOLOGY. By MiciAkL FOSTER,
M., F.R.S, and J. N. LanGLEy, B.A,  Crown 8vo. 6.

HOOKER (Dr.)—77770 STUDENT'S FLORA OF THF
BRITISH ISLANDS. By Sir J. D. Hookrr, KC.S T,
CaB., P.R.S.,, M.D., D.C L. Sccond Edition, 1evised. Globe
8vo. 1Qs. 6.

““ Cannot fail to perfectly fulfil the purpose for which 1t 1s intended d—
LAND AND WATEEK °

¢¢ Certainly the fullest and most accurate manual of the kind that has
yet appeared.”—PaALL MaLL GAZETTE

HUXLEY and MARTIN—A COURSE OF PRACTICAL+
INSTRUCTION IN ELEMENTARY BIOLOGY. By
Professor HHUuXLEY, F.R.S., assisted by 1. N. MARTIN, M.B,,
D.Sc.  Second Edition, revised. Crown 8vo. 65,

““It1s impossible for an 1intell t youth, with this book in his hand,
F]acmg hunself before any one of the organisms descnbed, and carefully

ollowing the directions given, to fail to venify each pomnt,to which his
attenticn 1 directed.”"—ATHENAEUM,
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—PHYSIOGRAPITY. An Introduction to the Study
of Nature. By Professor ITuxiry, F R.S. With numerous
Tlustrations, and Colowed Plates. Second Edition. Crown
8vo. 7s. 6d. «

By DANIEL OLIVER, F R.S., F.L.S., Keeper of the Herba-
rium and Library of the Royal Gardens, Kew, and Professor
of Botany in Umveisity College, London. With numerous
Illustrations. Extra fcap. 8vo. 6s. 64,

“‘It contains a well-chigested summary of all essential knowledge
pertaimng to Indian botany, wrought out in accordunce with the best
principles of scientific arrangement "—ALLEN'S INDIAN MAIL

PARKER and BETTANY — 7HE MORPHOLOGY OF
THE SKULL. By Professor PARKER and G. T. BETTANY.
Illustrated. Crown 8vo. 10s, 64.

Other volumes of these Manuals will follow.

NATURE SERIES.
THE SPECTROSCOPE AND ITS APPLICATIONS. By
J. NorMAN LockYER, F.R.S. With Coloured Plate and
numerous Illustrations, Second Edition. Crown 8vo. 3s. 64.

THE ORIGIN AND METAMORPHOSES OF INSECTS.
By Sir Joun Lusnock, M.P., F.R.S., D.C.L. Withwnume-
rous Illustrations, Second Edition. Crown 8vo. 3s. 6d.

“‘We can most cordially reccommend 1t to young naturalists,”—ATHE-
NEUM,

THE TRANSIT OF VENUS By G. Forpks, M.A., Pro-
fessor of Natural Philosophy in the Andeisonan Unygersity,
Glasgow. Illustrated. Crown 8vo. 3s 6d.

THE COMMON FROG. By ST. GForGE MIvART, F.R.S.,
Lecturer n Compaiative Anatomy at St. Mary’s Hospital.
With numerous Illustrations. Crown 8vo. 3s. 6d.

POLARISATION OF LIGHT. By W. SPoTTISWOODE, F.R S.
With many Illustiations. Second ILdition. Crown 8vo.
35, 6d.

ON BRITISH WILD FLOWERS CONSIDERED IN RE-
LATION 70 INSECTS. By Sir Joun LuBBOCK, M.P,,
F.R.S. With numerous Illustiations, Second Edition. Crown
Sve, as 64, '
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NATURE SERIES Confinucd—

THE SCIENCE OF WEIGHING AND MIASURING, AND
THE STANDARDS OF M! ASURE AND WEIGHT.
By H. W. CHisHoLM, Warden of the Standards. With
namerous Illustrations. Crown 8vo. 4s. 6d.

IIOW TO DRAW A STRAIGHT LINZE * a Lectwe on Link-
ages. By A B, KeMpe. With Illustrations. Crown 8vo. 1s. 64.
Other wolumes to follow. -

BALL (R. 8., AM.)—ZEXPERIMENTAL MECIIANICS. A
Course of Lectures delivered at the Royal College of Science
for Ireland, By R. S. Barin, A.M., Professor of Applied
Mathematics and Mechanics 1n the Royal College of Science
for Ireland. Royal 8vo. 16s.

BLANFORD—7HE RUDIMENTS OF PHYSICAL GEO-
GRAPHY FOR THE USE OF INDIAN SCHOOLS;
with a Glossary of Techmcal Terms employed. By H. F.
BLANFORD, F.R.S. New Edition, with Illustrations. Globe
8vo. 25 64,

FLEISCHER—A SYS7EAN OF VOLUMETRIC ANALY-
S7S. Translated, with Notes and Additions, from the second
German Edition, by M. M. PATrIsON MUk, F.R.S.E. With
Ilustrations. Crown 8vo. 7s. 64

FOSTER—A 7EXT BOOA OF P//VSI07.0GY. By MICHAEL
Fos1Er, M.D, F.R.S. With Illustiations,  New  Editiom
enlarged, with additional THustrations and Plates  8vo.  21s.

.

GORDON—AN LLLMENTARY BOOA ON HEAT. By

J. E. H. GorpoNn, B.A., Gonville and Caws Cullege, Camy
bnidge. Crown 8vo. 2s,

MIALL—S7 UDILES IN COMPARATIVE ANATOMY. No.
L. —The Skull of the Crocodile: a Manual fo1 Students, By
1. C. MiaLL, Professor of Iiology in the Yorkshire College and
Curator of the Leeds Museum. 8vo. 25 6d.

REULEAUX — 7HE AK/NEMATICS OF MACHINERY.
Outlines of a Theory of Machines. By Professor F. REULEAUX.
Translated and Edited by Professor A. B. Kenxepy, C.E.
With 450 Tustrations. Medium 8vo, 21s,
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ROSCOE and SCHORLEMMER—CHEMISTRY, A Complete
Treatise on. By Professor H. E. Roscog, F.R.S., and Pro-
fessor C. SCHORLEMMER, F.R.S. Vol I —The Non-Metalhc
Elements, With numerous Tllustrations, and Portrait of Dalion,
Medium 8vo. 215, [Vol. 71, 1n the press.

SHANN—AN ELEMENTARY TREATISE ON HEAT, IN
RELATION 70 STEAM AND THE STEAM-ENGINE.
By G. SHANN, M.A. With Illustrations. Crown 8vo. 4s. 64.

SCIENCE PRIMERS FOR ELEMENTARY
SCHOOLS.

Under the joint Editorship of Professors HUXLEY, ROSCOE, and
BALFOUR STEWART.

** These Primers arc extremely simple and attractive, and thoroughly
answer thetr purposc of just leading the young beginner up to the thresh-
old of the long avenucsin the Palace of Nature which these uitles suggest ”
—GUARDIAN

‘“They are wondi riully clear and lued m thar mstruction, simple in
style, and admirable in plan "—Eoucirionan T,

CHEMISTRY — By II. E. Roscor, F.TLS, Professm of
Chenmuistiy 1 Owens College, Manchestar Vith numectons
Ilustrations.  18mo. 1s5. New Edition. With Quastions

““A very model of persprcacity and accuracy "—CHrMIST AND DRUG-
GIST

PHYSICS8—DBy BALrOUR STEWART, F R S., Professor of Natuial
Philosophy in Owens College, Manchester., With numerous
Illustrations, 18mo. 1s. New Edition.  With QuEstions.

(PHYSICAL GEOGRAPHY—By ARCHIBALD GEeIxIE, F.R.S.,
Marchison Professor of Geology and Mineralogy at Edin-
burgh. With numerous Illustrations. New Edition, with
Questions. 18mo, 1Is,

““Everyone of his lessons is marked by simphcity, clearness, and
correctness "—~ATHENEUM

GEOLOGY — By Professor GEIKIE, F.RS, With numerous
Illustrations. New Edition. 18mo. cloth, 1s.

‘“ It is hardly possible for the dullest child to misunderstand the meaning
of a classification of stones after Proft Geikie's expl "—=ScHOOL
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SCIENCE PRIMERS Conlinuecd—
PHYSIOLOGY—By MicHarL FosTer, M.D.,, F.R.S. With
o numerous Illustrations. New Fdition, 18mo. Is.
““The book seems to us to leave nothing to be desired as an elementary
ecxt-book.”—AcCADEMY.
ASTRONOMY — By J. Norman Lockver, F.R.S. With
numerous Illustrations. New Edition. 18mo. Is.

**This 15 altogether one of the most likely attempts we have ever seen to
bring astronomy down to the capacity of the young child "—Scuoor
BoARrRD CHRONICI E.

BOTANY—By Sir J. D. Hooker, K.C.S.I,, C.B., President
of the Royal Society. With numerous Illustrations, New
Edition. 18mo. 1Is.

“To teachers the Primer will bc of inestimable value, and not only
because of the simplicuty of the language and the clearness with which the
subject matter 1s treated, butalso on wecount of its coming from the highest
aulf’mruy, and so furnishing postive mformation as to the most sustable
mehods of teaching the saence of botany "—=NA1uryk

LOGIC— By Piofessor STANLFY JEVONs, I.R.S, New Edition.
18mo.  1Is.

““It appears to us admnably adapted to cerve both as an introductinn
to scientific reasoning, and as a4 guide to sound judgment and reasoning
n lhb ordinary affairs of hte ”’—-AcCADLMY

In preparatron —

INTRODUCTORY. By Professor HHUXLEY, &c. &c.

SCIENCE LECTURES AT
KENSINGTON

With Illustrations. Crown 8vo. 64 each.
SOUND AND MUSIC. By Dr. W. H. STONE.
PHOTOGRAPHY, By Captain ABNEY, R.E.
KINEMAJIC MODELS. By Professor KENNEDY, C.E,
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SBCIENCE LECTURES Conlinued—
QUTLINLS 0F I/FELD GEOLOGY. By Professor
GEIKIE, ¥.R.S. .
ABSORPTION OF LIGHT, AND FLUORESCFNCE.
By Professor STOKEs, F R.S,
TECHNICAL CHEAMISTRY. By Professor Roscor,
F.R.S.
THE STEAM ENGINE. By F. J. Bramwery, C.E,
F.R.S.

FELECTROMETERS. By J. BortoMLEY, F.R.S.E,

MANCHESTER SCIENCE LECTURES
FOR THE PEOPLE.

Eighth Series, 1876-7. Crown 8vo. Illustrated. 6d. each.
WHAT THE FEARTH IS COMPOSED OF. By Professor
Roscog, F.R.S.

THE SUCCESSION OF LIFFE ON THE EARTH. By
Professor WILLIAMSON, F.R.S.

WHY TIHE EARTIS CHEMISTRY IS ASI7T 1IS. By
J. N. LockYER, F.R.S.

Also complete in One Volume. Crown 8vo. cloth. 2s.

MISCELLANEOUS.

ABBOTT—A SHAKNESPEARIAN GRAMMAR. An Attempt
to 1llustrate some of the Differences between Elizabethan and
Modern Enghsh. By the Rev. E. A. Assorr, D.D., Head
Master of the City of I.ondon School New Edition. Extra
fcap. 8vo. Gs.

¢ Valuable not only as an aid to the eritical study of Shukespeare, but
as tgnding to famiharise the reader with Elizabethan English in general ”
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ANDERSBON — L/INEAR PERSPECTIVE, AND MODEL
DRAWING. A School and Art Class Manual, with Questions
and Exercises for kxammation, and kaamples of Examimation

® Papers. By LAURENCE ANDERsON, With lllustrations.
Hoyal 8vo. 2.

BARKER—F/RST LESSONS IN Ti[L PRINCIPLES OF

COOA/NG. By LADY BARKER New Edition.  18mo. 1s.

““ An unpretending but invaluable hittle work . The plan is admi-
rable 1 1ts completeness and sunpheity 1t s hardly possible that anyone
who can read at all can fail to understind the practical lessons on bread
and beef, fish and vegetables,”"—5rcCTATOR

BERNERS—F/RST LESSONS ON HHEALTY. By J. BEr-
NERS. Seventh Edition. 18mo. 1s.

BREYMANN—Works by HERMANN BREYMANN, Ph.D., Pro-
fessor of Philology in the University of Mumch.

A FRENCH GRAMAMAR BASED ON PIHILOLOGICAL
PRINCIPLES. Sccond Ldiion.  luxtra feap. vo.  4s. 6d.

““A good, sound, valuable philological grammar "—-Scuoor BoAnn
CHKuNICLE

FIRST FRENCI EXERCISE BOOA.  Eatra fap. 8vo.
4s. 6d.
SELOND FRENCIH EXERCISIE BOOA. Extra feap. 8vo.
25, 6d.

CALDERWOOD—//ANDLBOOR OF MORAL PIIILOSOLIY.
By the Rev. HeNRY CALDERWOOD, LL.D,, Professor of
Moral Phiosophy, University of Edmnburgh  Fouwth Idition,
Crpwn 8vo. 6s

“A comgpact and useful work . will be 1n assistance to many
students ofitside the author's own University.”—GUAKDIAN,

DELAMOTTE—A BEGINNLRS DRAWING BOGK, B;
P. H. DrLamo1TE, F.8.A. DProgressively arranged. New
Edition mproved. Crown 8vo. 3s. 64.

“ A concise, simple, and thoroughly practical work "—~GUARDIAN.

PAWCEYT—7ALES IN POLITICAL ECONOMY. By
MILLICENT GARRETT FAWCETT. Globe 8vo. 3s.

““The 1dea 15 a good one, and 1t 15 quite wonderful what a saass of
hing the author ges to p nto a small space.”—

ATHENAUM
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PBARON—SCHOOL INSPECTION. By D. R. FEARON,
M.A., Assistant Commussioner of Endowed Schools. Thmrd
Edition. Crown 8vo. 2s. 6d.

““The work 1s admirably adapted to serve the purpose for which it ‘nas
been wnitten It 1s calculated to be eminently useful, and to have a
powerful influence for good on our elementary education,”—ATHR. EUM.

PLEBAY—A SIHAKESPEARE MANUAL. By F. G. FLEAY,
M.A., Head Master of Skipton Grammar School, Extra fcap.
8vo. 4s. 6d.

““A valuable contnbution to the study of Shakespeare,”—SATURDAY
Review.

GOLDSMITH—7HE TRAVELLER, or a Prospect of Society ;
and 7HE DESERTED VILLAGE. By OLIVER GOLD-
sMITH. With Notes Philological and Explanatory, by J. W,
IIALEs, M.A. Ciown 8vo. 6d.

HBALEBS—LONGER ENGLISII POEMS, with Notes, Philo-
logical and Explanatory, and an Introduction on the Teaching
of English. Chiefly for Use i Schools. Edited by J. W.
HALES, M.A, Professor of Enghsh Literature at King's
College, London, &c. &c. Fifth Editton.  Extra fcap. 8vo.
4s. 6d.

*“ The notes arc very full and good, and the book, edited by one of our
most cultivated English scholars, 15 probably the best volume of gelectinns
ever made for the use of Enghsh schools,”—Proressor MORLEY's First
Shetck of English Literature.

HOLE—A GENEALOGICAL STEMMA OF THE KAINGS
OF ENGLAND AND FRANCZ. By the Rev. C. HOLE,
On Sheet. Is. .

JEPHSON—SHARNESPEARL'S * TEMPLST™ With Glos-
sargal and Explanatory Notes. By the Rev. J. M. JEPHSON,
Second Edition. 18mo. Is.

LITERATURE PRIMERS—Edited by JoHN RICHARD GREEN,
Author of ““ A Short History of the Englsh People.”
ENGLISHH GRAMMAR. By the Rev. R. Morris, LL.D.,
President of the Philological Society, New Edition, 18mo.
cloth. 1s.

*“ A work quite precious in its way . . .  An excellent English Gram-
mar for the lowest form.”—EpucaTionaL Times.
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LITERATURE PRIMERS (ontinucd—
THE CHILDREN'S TREASURY OF LYRICAL
POLETRY. Selected and arranged with Notes by FRANCIS
® TURNER PALGRAVE. In Two Parts. 18mo. 1s each.
BNGLISH LITERATURE. By the Rev. STOPFORD
BROOKE, M.A. New Edition. 18mo. Is.

“* Unquestionably the best short sketch of Inghsh Iiterature that hag
appeared.”—ATHENAUM,

PIIILOLOGY. By ]J.PEng, M.A. 18mo. 1s.

« Surel{ so much matter thoroughly good and clcar was never before
brought close together in the same compass "—Sa1t kDAY Review.

GREEAR LITERAZURE. By Professor JLRB, M. A, 18mo. 1+,
SHARKSPERE. By Professor DOWDEN. 18mo. 1s.
In preparation . —
ENGLISIH EXERCISE BOOA. By R. Morris, LL.D.
LATIN LITLRATURE.
BIBLE PRIMER. By the Rev. STOPFORD BROOKE.
CHAUCER. By F.]J. FUurNIVAIL, M.A.
MACMILLAN’S PROGRESSIVE FRENCH COURSE—By
G. EUGENE-FASNACHT, Sentor Master of Modern Languages
Harpur Foundation Modern School, Bedferd,
I.—First year, contaming Lasy Lessons on the Regular Ac-
cadence.  Eatra feap. Svo.  1s.
11.-eSecond Year, contaming Conversational Lessons on Sys-
tematic Accidence and Flementary Syntax.  With Philological
1llustrations and Etymological Vocabulary,  1s. 64,
MACMILLAN'S PROGRESSIVE GERMAN COURSE—Iy
G. EUGENE FAsnacirt. [/mmediately.
MARTON — 7/E POLT’S FHOUR Poctry selected and
arranged for Children. By FRANCrs MAKTIN, Thxrd
Edition, 18mo. 2s. 6d.
SPRING-TIME WITIH THE POETS Poetry scldted by
FRANCES MARTIN., Sccond Edition. 18mo. 3s. 6d.
MASSON (GUSTAVE) A COMPENDIOUS DICTIONARY
OF THE FRENCH LANGUAGE (French-Enghsh and
Enghsh-French). Followed by a List of the Principal Di-
verging Denvations, and prcceded by Chronological and
Histonical Tables. By GUSTAVE MASSON, Assistant-Master
and Libranan, Harrow School. Fourth Edition. Crown 8vo.
half-bound. 6s.
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MASSBON (GUSTAVE) Conltnucd—

““ A book whtch any student, whatever may be the degree of his ad-
vancement 1n the Lagu e, would do wull to have on the table close 1t
hand while heas reading "—~Sarurna v Review,

¢
MORRIS—Works by the Rev., R, Moxrrs, LL.D, Lectuie
on Inghsh Language and Isterature i King’s College
School.

HISTORICAL OUTLINLS OF ENGLISH ACCIDENCFE.,
compuising Chapters on the Iistory and Development of the
Language, and on Word-formation. Fourth Edition, luxtra
fcap. 8vo. 6.

““It marks an era in the study of the kuglish tongue.”—SATURDAY
Ruview
*“ A genune and sounud book "—ATHENAUM.

LLIEMENTARY LESSONS IN HISTORIC./!
LNGLISIH GRAMIAR, contaming Accidence and Word
foumation.  Thund ludition. 18mo  2s. 6d.

DRIMER OF ENGLISIHT GRANNIR, 18mo.  1s.
ENGLISII ENERCISE BOOA. 18mo. {Joe the pr o5

OLIPHANT—7//L SOURCLES O STANDARD ENGCLIS/.
By J. KING1ON OLIPHANL. Latia faap. Svo.  Gs.

““ Comnces neater to a history of the Knghsh Inguage than anything tha
we have seen since such a history conld be writica without coalusion and
contradictions "—5ATURDAY Riview

PALGRAVE—///f. CHILDRLEN'S ZTRIASURY  OF
LYRICAL POLTRY. Sclected and Artanged with Notes
by FrRANCIS TURNER PALGRAVE, I18mo. 25 64. Also m
Two paits,  18mo  1r cach. .

“ While mndecd 2 trevsure for mntelligent children, t 1vidso 2 wurh which
‘ many oluer folk will be glad 1o have” —SaTtnnay Revi v

NEW GUIDLE TO GERIMAN CONFERS.-
770N contaimng an Alphabetical List of nearly 8oo Faraihar
Words followed by Exercises, Vocabulary of Words 1n fiequent
use ; Farmhar Phiases and Dhalogues ; a Shketch of Geiman
Literature, Ydiomatic Exspressions, &c. By L. PyvLobEk1.
18mo. cloth hmp. 25 64.

A SYNOPSIS OF GERMAN GCGRAMIMALR. From the
above. 18mo. 6d.
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READING BOORS—Adapted to the Englhish and Scotch Codes.
Bound 1n Cloth,

® PRIMER. 18mo. (48pp.) 2d.
BOOK 1. for Standard I. 18mo. (96 pp.) 4d.

» 1L » II. 18mo. (144 pp.) 5d.
sy IIL »” III. 18mo. (160 pp.) 64.
» IV, . IV. 18mo. (176 pp.) 8d.
. V. . V. 18mo. (380 pp.) Is.
VI. »s VI. Crown 8vo. (430 pp.)

"
Book VL. is fitted for higher Classes, and as an Introduction to
English Literature.

*“They are far ahove any others that have appeared both in form and
substance . . The editor of the present series his rightly seen that
reading books must ‘amn chiefly at giving to the pupils the power of
accurate, and, 1f possible, apt and shilful expression, at culuvating
them a good literary taste, and at arousing a desire of further reading ’
Ths is done by taking care to select the extracts from true Fnghsh classics,
going up 1n Standard VI course to Chaucer, Hooker, and Bacon, as well

s Wordsworth, Macaulay, and Froude This 15 quite on the nght
track, and indicates justly the 1deal which we ought to set before us "'—
GUARDIAN,

SKEAT—SHAKESPEARIE'S PLUTARCIH. Bemng a Selection
from the ILaives in North’s Plutarch which 1llustrate Shake-
spefe’s Plays. Edited, with Introductions, Notes, Index of
Names, and Glossarial Index, by the Rev. W. W, SKEear,
M.A. Crown 8vo. 6s.

SONNENSCHEIN and MEIKLEJOHN — 7//F  ENGLISIT
MBTHOD OF TEACHING TO READ. By A. SoN-
NENSCHEIN and J. M. D. MEIKLEJouN, M.A. Feap. 8vo.

4
COMPRISING : 3

THE NURSERY BOOK, contaming all the Two-Letter
Words in the Language., 14. (Also in Large Type on
Sheets for School Walls.  5s.)

THE FIRST COURSE, consisting of Short Vowels with
Single Consonants. 6d.

THE SECOND COURSE, with Combinations and Bridges.
consisting of Short Vowels with Double Consonants.  64.
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SONNENSCHEIN and MEIKLEJOHN Confinued—
TIHE THIRD AND FOURTH COURSLS, consisting of
Lona Vowels, and all the Double Vowels in the Language.
67
“Ihes e admurable books, becau-e they are constructed on a prin-
aple, i tthat the simplest prisciple on which it i pusable to leada to read

Foguh "—Sr .c1artor

TAVLOR—IVORDS AND PLACKS ; or, Etymological Illus-
nations of Thetory, Ethnology, and Geography. By the Rev.
Isaac TAvIOR, M.A. Third and cheaper Edition, revised
and compressed.  With Maps.  Globe 8vo.  6s.

TAYLOR—A PRIMER OF PIANOFORTE PLAYING. By
FrANKIIN Tayrnor Idited by GLORGE GROVF  18mo I«

“There are many hints of almost priceless worth not only to pupils but
to teachers "—Mornt « Posi

TEGETMEIER — //OUSLEIHHOLD  MANAGEMENT AND
CUOOAZRY. With an Appendin of Recipes used by the
Teachers of the National School of Cookery. By W. D,
TrcrimMrier  Compiled at the request of the School Board
for London  18mo. 1=

THRING—Worhs by LpWARD THRING, M A., Head Master of
Uppingham,

UL LLEMENTS OF GRAMMAR TAUGHT IN
LZNGLISH., With Questions.  Fourth Edition. 18mo  2s.

71770 CIHILD S GRAMAMAR, Bemg the Substance of
‘“The Elements of Grammar taught in Lnglish,” adapted for
the Use of Jumor Classes. A New Edition, 18mo. 1s

SCHOOL SONGS. A Collection of Songs for Schools.

With the Music arranged for four Voices. Edited by the

Rev E. Turing and H. Riccius, Folho. 7s. 64.
TRENCH (ARCHBISHOPF)—Wouks by R, C. Trexci, D.D,

Archbishop of Dublin,

HOUSEHOLD BOOK OF ENGLISII POETRY. Sclected

and Arranged, with Notes. Second Edition, Lxtra fcap. 8vo.

5s. 6d.

**The Archbishop has conferred in this delightful volume an important

gt on the whale kughsh-speakhmg population of the world.”—PALL MALL
GAZETTE.
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TRENCH (ARCHBISHOP) Conttrinci—

ON THE SITUDY OF IWORDS. Lectures addressed
(ongnally) to the Pupils at the Diocesan Traiming School,

3 Wmchester. Siateenth Ediuon, revised.  Feap. 8vo. §s.
ENGLISIH, PAST AND PRESENT. Tenth Edition,
revised and mmproved  Fcap. Svo. §s.

A SELECT GLOMNSARY OF ENGLISHE TVORDS, used
formerly in Senses Different from their Piesent.  Fourth
Edition, enlarged. Fcap 8vo. 4s5 64, -

VAUGHAN (C M )— WORDS FROM THE POETS. By
C. M. VavguaNn, Fighth Editon.  18mo. cloth. 1s,

WHITNEY—Woiks by WiLtiam D WHIiNEY, Professor of
Sansknt and Instructor 1n Modern Languages in Yale College ;
first President of the Amernican Philological Association, and
hon, member of the Royal Auatic Socicty of Great Britan
and Tieland , and Coriespondent of the lierlin Academy of
Sciences
A COMPENDIOUS GLRMAN GRAMIMAR. Crown
Svo. 45, 64,

A GERIMAN READIER TN PROSE ANTD VIERSE, with
Notes and Vocabulary., Crown 8vo &

WHITNEY AND EDGREN A COMNPLADIOUS GERMAN
AYLD ENGLISH DICT/ON.IRY, with Notation of Cor-
respondences and Brief Etymologies Iy Professor W. 1),
WHITNEY, assisted by A II FooreN. Crown 8vo 75 6d.

YONGE (CHARLOTTE M )— 7///. ABRRIDGI D) HLOOA OF
GCOLDIN DNELDS. A Reading DBook for Schools and

general readers, By the Author of “The Tar of Red-
dyfle.”  18mo. cloth. 1s.
®
K]
HISTORY. L]

FREEMAN (EDWARD A.)—OLD-ZIANGLISIT HISTORY.
By EbpwarDp A, krrevan, D C.L., LL D, late Fellow ofs
Trimty College, Oxford. With Five Coloured Maps, Fourth

Edition. Extra fcap. 8vo. half-bound. 6.

‘“The book indeed 1s full of instruetion and interest to students of all
ages, and he must be a well-informed man imdced who will not rise from
ats perusal with clearer and more accurite weas uf 4 100 much neglected
portion of banglish History "—Sercrazon
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REEN.—A SHORT I/[ISTORY OF THE FENGLISH
PEOPLE. By JouN RICHARD GREEN. With Coloured
Maps, Genealogical Tables, and Chronological Annals.
Crown 8vo. 8s. 6d. Fifty-Sccond Thousand.

““ Stands alone as the one general history of the country, for tke sake

of which all others, {f young and old are wise, will be speedily and surely
set aside.”—ACADEMY

ISTORICAL COURSE FOR SCHOOLS— Edited by
EpwArRD A. FREEMAN, D.C.L., late Fellow of Trnnity
College, Oxford.

1. GENERAL SKETCII OF EUROPEAN HISTORY.
By EpwarDp A. FREEMAN, D.C.L New Edition, revised
and enlarged, with Chionological Table, Maps, and Index.
18mo cloth. 3s. 64
““ Tt supplies the great want of a good foundation for historical teaching
The scheme 15 an exccllent ong, and this instalment has been executed 1n
1 way that promses much for the volumes that are yet to appear.”—
I'pucarioNnarn Times
11. H/STORY OF ENGIAND. By EpiTH THOMPSON.
New Edition.  18mo 25, 6d.
¢“ Frcedom from prejudice, simplicaty of style, and accuracy of statement
are the characteristics of this hittle volume Itis a trustworthy text-book
and hkely to be fcnera“y serviceable in schools ”—PALL MALL GAZETTE

*“Upon the whole. this manual 1s the best sketch of Enghshhstory for
the use of young people we have yet met with "—ATHENA&UM

1. HISTORY OF SCOTLAND. By MARGARET
MACARTHUR., New Edition. 18mo. 2s.

*“ An excellent summary, ummpeachable as to facts, and putting them
in the clearest and most unparual hght attainable >—Guakrpian

“ Miss Macarthur has performed her task with admirable care, clear-
ness, and fulness, and we have now for the first ime a really good School
Hustory of Scotland.”—EDUCATIONAL 11MES

1V, HISTORY OF I TALY. By the Rev. W, HuNT, M. A.
18mo.  3s.

““It possesses the same sohid mert as 1ts predecessors the same
scrupulous care about fidelity 1n details. . Itis disnguished, too, by
1nfc ion on art, arct e, and social politics, 1n which the wnter

p 18 seen by the firmness and clearness of his touch”—EDUCATIONAL

IMES

V. HISTORY OF GERMANY. By J. SIME, M.A.

18mo.  2r.
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GLOBE LIBRARY.

Beautifully printed on toned paper, price 3s. 64. each. Also kept
in various morocco and calf bindings, at moderate prices.

® The Saturdey Review says :—*¢ The Globe Editions are admirable

forg their scholarly editing, their typo;?vraphxcal excellence, their

compendious form, and their cheapness.’

The Day Telegrapk calls 1t ““ a series yet unrivalled for its com-
bination of excellence and cheapness ™ .
SHAKESPEARE'S COMPLETE WORKS. Edited by W. G.

CLARK, M.A,, and W. ALDIS WRIGHI, M A. With Glossary.

MORTE D'ARTI/UR  Sur Thomas Malory’s Book of King
Arthur and of lis Noble Knmights of the Round Table. The
Edition of Caxton, revised for Modern Use. With an Intro-
duction, Notes, and Glossary, by Sir EDWARD STRACHEY.

BURNS'S COMPLETE WORAKS the Poems, Songs, and
Letters. Edited, with Glossarial Index and Biographical
Memorr, by ALEXANDER SMITL.

ROBINSON CRUSOF. Edited, after the Oniginal Editions, with
Biographical Introduction, by HENRY KINGSLEY.

SCOTTS POETICAL WORAKS. With Biographical and Critical
Essay, by FRANCIS TURNER PALGRAVE,

GOLDSMITH'S MISCELLANEOUS WORKS. With Bio-

phical Introduction by Professor MASSON.

SPENSER'S COMPLETE WORRARS. Edited, with Glossary,
by R. MoORRIs, and Memoir by J. W. HALES.

POPES POETICAL WORKS Edited, with Notes and Intro-
ductory Memorr, by Professor WARD.

DRYDEN'S POLTICAL WORKS. Edited, with a Revised

ext and Notes, by W. D. CHRIS1IE, M. A., Trity College,
Cambredge.

COWPER'S POETICAL WORKS. Edited, with otes and
Biographical Introduction, by W. BENHAM.

VIRGIL’'S WORKS. Rendered into English Prose. With Intrg;
ductions, Notes, Analysis, and Index, by J. LONSDALE, M.A.,,
and S. LEE, M. A,

HORACE. Rendered into English Prose. With running Analysis,
Introduction, and Notes, by J. LONSDALE, M. A., and S. LEE,
M.A.

MILTON'S POETICAL WORKS. Edited, with Introductions,
&c., by Professor MASSON.



Published every Thursday, price 4d.; Monthly Parts, 1s. 4d
and 1s 84, Half-Yearly Volumes, 10s. 6d.

NATURE:

AN ILLUSTRATED FOURNAL OF SCIENCE.

NATURE expounds in a popular and yet authentic
manner, the GRAND RESULTS OF SCIENTIFIC RESEARCH,
discussing the most recent scientific discoveries, and
pointing out the bearing of Science upon civilisation
and progress, and 1ts claims to a more general recog-
nition, as well to a higher place in the educational
system of the countty.

It contains oniginal articles on all subjects within the
domain of Science, Reviews setting forth the nature and
value of recent Scientfic Works; Correspondence
Columns, forming a medium of Scientific discussion and
of intercommunication among the most distinguished
men of Science; Serial Columns, giving the gisteof the
most important papers appearing 1n Scientific Journals,
both Home and Foreign, Transactions of the prin-
cipal Scientific Societies and Academies of the World ;
Notes, &c. .

In schools where Science is included in the regular
course of studies, this paper will be most ac'\cepta.blc, as
it tells' what 1s doing 1 Science all over the world, 1s
popular without lowenng the standard of Science, and by
1t a vast amount of information i1s brought within a
small compass, and students are directed to the best
sources for what they need. The various questions con-
nected with Science teaching in schools are also fully
discnssed, and the best methods of teaching are indicated.



NOW PUBLISHING IN MONTHLY PARTS, PRICE 13, EACH.

THE FORCES OF NATURE.

A POPULAR INTRODUCTION TO THE STUDY OF
PHYSICAL PHENOMENA. By AMEDEE GUILLEMIN,
Translated from the French by Mrs. LoCcKYER, and Edited,
with Additions and Notes, by J. NorMAN LockYER, F.R.S.

ILLUSTRATED BY NEARLY FIVE HUNDRED ENGRAVINGS.
o be completed in Eghleen Parts.

ALso IN ONE Vor. RovAL 8vo, GILT, 21s.

The ““ Forces of Nature ” has hitherto been accessible in England
only 1n an expensive edition 1n one large volume. It appears to the
publishers that by 1sswing 1t i monthly parts, at about half the
oniginal cost, they will bring 1t within the reach of a wider circle.
They beheve 1t 15 not too much to say that there 15 no work in the
language from which the general reader can obtain a clearer view of
the principles of physical science, and that 1t 15 as sound and
accurate as 1t 1s populai. The number and beauty of the illustrations,
and the lucidity of the style, have given 1t an enormous circulation
n Fgance, and two very large editions have been sold in England.
The whole book has been thoroughly edited and adapted for the
English public by M1 J. NORMAN LOCKYER, F R.S., whose
name 1s a guarantee not only for the scientific accuracy, but for the
completeness and lateness of the information

The DAILY NI W says .—*“ The method of pictoral illustra-
tion, accofpanied a- 1t 1s by descriptions of singular cleaqxess,
makes the experiments as easy to understand as though they were
actually performed before the rcader  There are 450 of these
illustrations, all well executed, and so admirably fitted to the text ss
to make the book nteresting to young people, while 1t 15 at the
same time worthy of the notice of the student.”

The SATURDAY REVIEW remarks :—* Altogether the work
may be said to have no parallel, either i point of fulness or
attraction, as a popular manual of physical science.”
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