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PREFATORY NOTE. 

-
THE present Volume is a new edition, modified in 
certain respects, of the 'Essays in Moral and Political 
Philosophy,' originally published in 1879, and now 
for some time out of print. 

The alterations in the present Edition consist of
(1), omissions; (2), additions; and (3), changes in 
arrangement. 

To render the 'Work more suitable for Students of 
Economics, those Essays which dealt mainly ~th the 
non-economic aspects of social life have been omitted. 
It is not thereby intended to depreciate their merits, 
which are, in our judgment, of a high order; but their 
preservation having neen secured by the publication 
of the former Edition, it has been thought desirable in 
the present, which is specially designed for University 
use, to aim at greater unity of subject. 

Seven Essays, published after the appearance of 
the fOrlner edition, have here been added. In the 
opinion of the Editors, they bear all tlie distinctive 
marks of Mr. LESLIE'S best work, and deserve to 
appear in a permanent form. 



VI Prefatory Note. 

A different arrangement has b(3en adopted for the 
purpose of bringing together Essays of a similar 
character. The guiding conception has been to group 
-(l) the Critical Essays; (2) those which are ex
pository of the Author's general view of Economics; 
and.....(3), those deali~g with the interpretation of 
actual phenomena, or with economic policy. In the 
first group are comprised Essays I.-XIII.; in the 
second, Essays XIV.-XVII.; and in the last, Essays 
XVIII.-XXVI. 

The Student who desires to trace the development 
of Mr. LESUE'S views can obtain the dates of publica
tion of each Essay from the footnotes appended to 
the titles. 

July. 1888. 

JOHN K. INGRAM. 
C. F. BASTABLE. 
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BIOGRAPHICAL NOTICE OF THE AUTHOR. 

TROllA!! EDwAlIJ) CLIFFE LESLIE, one of the ablest and most original 
Engli"h economists of the present century, was born in the county 
of Werlord, in (as is believed) the year 1827. He was the 
second Bon of the Rev. Edward Leslie, Prebendary of Dromore, 
and Rector of Annahilt, in the county of Down. His family was of 
Scotch descent, but had been connected with Ireland since the reign 
of Charles L Amongst his ancestors were that accomplished and 
energEtic l'relate, John Leslie, bishop first of Raphoe and afterwards 
of Chlgher, who, when holding the former See, offered so stubborn a 
resistance to the Cromwellian forces, and the bishop's Bon, Charles, 
the well-known non-juror. CliiI'e Leslie received his elementary edu
cation from his father, who resided in England, though holding 
Church preferment, as well as possessing some landed property, in 
Ireland. :By him he was taught Latin, Greek, and Hebrew at an 
unu~ually early age. He was afterwards for a short time under the 
CIII'C of a clergyman at Clapham:. and was then sent to King William's 
College, in the Isle of Man. where he remained until. in 1842, being then 
only fifteen years of age, he entered Trinity College, Dublin.t He was 
a distinguished student there, obtaining, besides other honours, a Classi
cal Scholarship in 1845, and a Senior Moderatorship (Gold Medal) in 
Mental and Morall'hilosophy at his Degree Examination fu 1846. 
He became D law student at Lincoln's Inn, was for two years a pupil 
at a conveyancer's chambers in London, and WBS called to the English 
:Bar. :But his attention was soon turned £rem the pursuit of legal 

• Reprinted, by permission, from the Etteyok>pf2dia Britamli.:.., 9th ed. 
t It is noteworthy th&t John Elliot Cairnes. William Edward Hearn (author 

of PlllloTl>g", 1864). and Rieh...-d Hussey Wal8h (author of an Bl-eary 1'reatu. 
1m NetaUit CurNMy. 18~3), were in the 881118 JUllior Fresluwm Clasa of 18-12-3. 
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x Biographical Notice of the Author. 

practice, for which he never seems to have had much inclination, by 
his appointment, in 1853, to the Professorship of Jurisprudence and 
Political Economy in Queen's College, Belfast.· The dut.ies of thil 
Chair requiring only short visits to Ireland in certain Tems of each 
year, he continued to reside and prosecute his studies in London, and 
became a frequent writer on economio and social questions in the 
princ~I Reviews and other periodicals.t In 1870 he collected a. 
number of his Essays, adding several new ones, into a volume, entitled, 
'Land Systems and Industrial Economy of Ireland, Enghnd, and 
Continental Countries.' 1. S. Mill gave a full account of the cGntents 
of this work in a Paper in the • Fortnightly Review,' in which be 
pronounced Leslie to be • one of the best living writers on applied 
political economy! Mill had sought his acquaintance on reading his 
first article in • Macmillan's Magazine.' He admired his talents, and 
took pleasure in his society, and treated him with a respect and kind· 
ness which Leslie always gratefully acknowledged. 

In the frequent visits which Leslie made to the Continent, 
especially to Belgium and Bome of the les8 known districts of France 
and Germany, he occupied himself much in economic lind social obeer. 
vation, studying the effects of the institutions and system of life, which 
prevailed in each region, on the material and moral condition of its 
inhabitants. In this way he gained an extensive and accurate 
acquaintance with Continental rural economy, of which he made 
excellent use in studying parallel phenomena at home. The accounts 
he gave of the results of his observationa were among his happiest 
efforts. I No one,' said Mill, • was able to write narratives of foreign 

• In the Preface to the fOl'll1sr edItion of this work 'Mr. Leslie haa clearly 
explained the way in which his ecpnomio doctrine was formed:-"Whereas 
Mr. Mill, in his youth, attended the lectures of Mr. AUlItin, the author had the 
good fortune to attend those of Sir Henry Maine at the Middle Temple, and to learn 
first from them the historical method of investigation, followed with luch brilliant 
success in Ancient Law, Village Commtmitu. m tM EM' MId We.t, and the 
IActure. on elu Ear1g Hutorg oj InstilutioN.. Holding a Profesaorship of both 
Judsprudeuc8 and Political Economy, he was led to apply that method to the 
examination of economic questions, and to look at the present economic structure 
and state of society from Sir Henry Maine'. point of Tiew, l1li the reeuJt of a long 
evolution. Further investigation has convinced him that the English ecouomUt 
of the future must study in the schools of both Mr. Stllbb. aDd S~ Henry Maine, 
88 well as in that of Mf. Mill." 

tIn 1869 he was appointed Examiner in PQlit.ic&l Economy to the Univemty 
of London, which post he held fOf five years •• 
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visits at once 80 instructive and 80 interesting! In these excnr
sionl ho made the acquaintance of several distinguished persons, 
amongst others of M. Vionce de Lavergne and Y. Emile de Lavelcye. 
To tho memory of the former of these he afterwards paid a graceful 
tribute in a biographical sketch (Essay XlI. in the present volume), 
and to the close of his life there existed between himself and M. de 
Lavcleye relations of mutual esteem and cordial intimacy. 

Two essays 6f Leslie's appeared in volumes published under the 
aUApices of the Cobden Club, one on the ' Land System of France,' 
containing an earnest defence of la petitfJ culture, and still more 
of 111 petite propriete; the other on ' Financial Reform' (1871), in 
which he exhibited in detail the impediments' to production and 
commerce arising from indirec&. taxation. Many other articles 
were contributed by him ta Reviews, including several discussions 
of the his~ry of prices and the movements of wages in Europe, 
and a sketch of life in Auver~,.ne in his best manner; the most 
important of them, however, related to the philosophical method 
of political economy, notably a memorable one which appeared in the 
Dublin University periodical 'Hermathena.' In 1879 the Provost 
and Senior Fellows of Trinity College published for him a volume in 
which a number of these articles were collected, under the title of 
'Essays in Political and Moral Philosophy.' These and some later 
essays, which ought one day to be united with them," together with 
the earlier volume on 'Land Systems,' form the essential contribution 
of Leslie to our economic literature. He had long contemplated, and 
had in part written, a work on English economic and legal history, 
which would have been his magnum op1l8-a more substantial £mit of 
his genius and his labours than anything he has left us. But the manu
script of this treatise, 1Ifter much pains had already been' spent on it, 
was unaccountably lost at Nancy in 1872; and though he hoped to be 
able speedily to reprodnce the missing portion and finish the work, it 
is feared that but a small part of it, if. any, has been left in a state fit 
for publication.t What the nature of it would have been may be 
gathered from an Essay on the • History and Future of Interest and 
Profit' (Essay xvm. in the present volume), which is believed to have 
been in substance an extract from it. 

• The later E .... ys, here spoken of, are included in the present volume. 
t The fear expressed above has since been confirmed; no part of the work was 

I.it in BUch a atate 8S would admit of its publication. 
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That he was able to do BO much may well be a subject of wonder, 
when it is known that his labours had long been impeded by a painful 
and depressing maLidy, from which he suffered severely at intervals, 
whilst he never felt secure from its recurring attacks. To this disease 
he in the end succumbed at Belfast, whither he had gone to discharge 
his professorial duties, on the 27th of Januaty, 1882, in'the fifty-fifth 
year of his age. 

J. K. I. 



ESSAYS IN POLITICAL ECONO~IY. 

I. 

THE LOVE OF MONEY.-

THB Love of Yoney has always been in more or less disrepute 
with morEilists. They have almost universally assigned to it 
nearly the lowest place in the scale of human affections. We 
filly of human affections, for it is one which distinguishes man 
from all otber animals, however intelligent. 'You call me 
dog,' said Shylock to the Christian merchant; 'hath a. dog 
money? • Phrenologists have indeed 1aid down that all the 
propensities-combativeness, destructiveness, philoprogenitive
ness, alimentiveness, love of life, &o.-are • common to man 
with the lower animals;' but we are Buprised that they have 
not discovered a. peouliar protuberance on the outside of th~ 
human head corresponding with a peouliar propensity for money 
inside it. It is the more to be regretted that they have not 
asoortained the locality of this organ, sinoe a claim has been set 
up on behalf of the lower animals to a close relationship to the 
human family. If a bump of pbilargyriveness or pbilonomis
mativeness could be shown on the human head, a conspiouous 
absenoe of this manifestation on the cranium of the former 
would enable us to disprove the connection, to the satisfaction 
at least of believers in phrenology. It would not, however, 
enable us, without further inquiry, to determine whether 
the love of ~oney, which distinguishes us from the brutes, 

• This Essay was published in November, 1862, in a periodical which baa 
_dtoexist. 
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2 The Love of Money. 

places us above or below them in moral character. To satisfy 
ourselves on this point, we must begin by inquiring what 
this thing" Money,' of which men, and men only, are so fond, 
consists ,of. Sir Robert Peel's celebrated' question-' What 
is the meaning of that word, a Pound, with whioh we are all 
familiar P' -was answered by himself in terms to the effect that 
a pound, of money is a fixed quantity of gold or silver. But 
this Il:u:swer, though highly appropriate to a discussion on the 
currency, is. irrelevant to our present inquiry, whether money is 
a good or an evil; and whether the love of it is a good or a. bad 
quality in mankind. Sir Robert Peel very justly ridiculed the 
definition given by one writer on the currency of a. poulJd, 
as 'a sense of value in reference to currency as compared with 
commodities.' Yet in practical life this is really something like 
whe.t men generally mean a.nd want by money. They mean so 
much goods; so much of the commodities for sale in the market 
of the world. A. pound to a. 4 na.vvy,' for instance, is eo muoh 
beer and tobacco; to his 'mother it is so muoh tea. and sugar. 
But these two cases are 8Uffioient to show the extreme diffioulty 
of pronounoing a.ny moral judgment whatever upon the love of 
money, considered as a general human propensity; for the love 
of tea and sugar is universally admitted to be in itseU an innooent 
afi'eotion, while the love of beer and tobacco is often condemned 
as oombining two most pernicious desires. The love of money 
is really only a phrase for the love of a vast number of different 
things, which may be good, bad, or indifferent, regarded from a. 
moral, religious, Illsthetical, political, or medical point of view. 
but whioh are alike in one respeot-namely, that they are all to 
be had.for money, and are not to be had without it. As Solomon 
said, 'A. feast is made for laughter, and wine maketh merry ; 
but money answereth all things.' The love of money is that 
universal desire for wealth from which political economists have 
deduced a theory of ocmmercial values, along with several 
important truths respecting the conditions of industrial energy 
and prosperity. Everybody wishes for some kind of wealth. and 
money is convertible into every other kind; and therelore every
body loves money for some purpose or other, from which we get 
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the laws of competition, prices, wages, profits, and rent. Yet 
this general principle of pecuniary interest or love of ri..,hes by 
DO means explains all the phenomena of the economic world. 
For it is, as we have said already, only a single expression for 
a great variety of wants, wishes, and tastes, which are not always 
the same from age to age, or from country to country, nor felt 
alike by evf'ry indiVidual in any 'one age or country, and which, 
moreover, lead to very different consequences as regards the 
nAture, amount, and distribution of wealth, and as regards the 
material as well as the moral welfare of human society. 

That disease of language which metaphysicians call the 
realism of the sohools still infests many of the terms and phrases 
which philosophy must employ. A host of different things are 
alike in some one respect, and 8 common name is given to them 
in reference to the single quality or circmustance which they 
have in common. It is simply a name for their common feature, 
but it puts their Dumerous differences out of sight and out 'of 
mind, and they come to be thought of in a lump as onc sort of 
thing. Those moralists, accordingly, who feel themselves the 
better for heartily denouncing the general principle of the love 
of money or pursuit of wealth with which political economy sets 
out, confound, in their horror of a mere abstraction, the love of 
health, cleanliness, decency, and knowledge, with sensuality, 
avarice, and vanity. And perhaps political economists have not 
escaped a bias from their own phraseology, and are apt to imagine 
in their scientifio discussions a much fuller explanation of the 
complete phenomena of wealth, and a much closer approximation 
to the complete philosophy of the subjeot, than lies within their 
province 8.S commonly ciroumscribed by themselves at present. 

It is obvious that the love of money includes a. demand for 
various things, the production of which variously affects both 
the materisl interests of the consumers and the quality and dif>
tribution of the revenue of the whole community. It includes 
a love of pictures, toys, jewellery, plate, furniture, clothing, 
opium, soap, bibles, brandy, and, in short, everything in the 
International Exhibition, and many things not exhibited there. 
It inoludes a love of eating and drinking, both in moderation 

B3 
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and in excess; of literature and science; of architecture; or 
the fine arts; of indolence and ease, and of business and sport; 
of foreign travel, and of a country house; of music; of charity, 
sensuality, cruelty, and power; of horses and dogs. It expresses 
sometimes a desire for the comforts of an old bachelor, and some
times an inclination for matrimony; and when it takes the latter 
direotion, it means with one young lady love in a cottage, and 
with -another a palace without love; ill one man it is "fortune
hunting-in another, a. disinterested attachment to :Miss Aurora.. 
Penniless. The disciples of :Malthus know how to discriminate 
between the economio consequenoes of these diverse matrimonial 
tendencies, and the important differences of their influence on 
the price of beef. Napoleon III. seems to behold in money the
sinews of war; his friend Mr. Cobden oonneots it with commeroe 
and peace. The poor man's love of money is a different feeling 
from the rich man's, and, accordingly, the writer of this essay 
never throbs with the emotions which must animate the brea.sbs 
of Baron Rothschild and Lord Overstone. The Amerioan 
Southerner worships in the almightydo.11ar the giver of African 
sla.ves; the negro slave of Brazil adores it chiefly as the
purohaser of liberty. The wealth which is coveted by men in 
the ~ast is not that whioh is most prized by the men of thl) 
West. An Indian Rajah's chief wealth is a plurality of wives, 
personal attendants and elephants, and a load of gold trappings 
on both his elephant's body and his owli-all which, not exclusive 
of the wives, would be more than an English duke or prince could 
bear. An old writer gives an account of a. religious ceremony 
which he witnessed in Turkey, at whioh Prinoe lIustapha-a 
boy of eleven years old-' was so overloaded with jewels, both 
himself and his horse, that one might say he carried the value 
of an empire about him.' That is to say, the wealth which, in 
the hands of English capitalists; would have made a whole 
territory prosperous, and been distributed in wages through 
many hundred families, was concentrated upon making one 
small Turkish child vain and uncomfortable. And the oriental 
lust for jewels not only has effeots upon the economio condition 
of the w~rld which merit the attenti?.D of the political economist, 
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but it has also, in a great measure, sprung from the absence, for 
many ages, of the conditions essential to general prosperity, and 
the accumulation of wealth in really useful forms. Wherever 
insecurity has long prevailed, a spirit of hoarding must exist, 
with a desire for that sort of wealth which contains much value 
in a durable and portable form, and which is easily hidden, 
easily removed, and none the worse for being buried for months 
or years in the ground. It is probable, therefore, that the love 
of gold chains and jewels for which the European Jew is remark
able has a European as well as an Asiatic origin, being inherited 
from his perseouted, plundered, and usurious ancestors in the 
middle ages, who found it necessary to paok their weolth into 
the smallest possible compass. 

The existenoe of seourity, banks, and paper currenoy.llave 
long extefmmated from England that curious animal the 
genuine miser. with his treasure in a strong box, doing no good 
to anyone. Dr. J ohuson, talking of nlisers to Boswell, said, 
, A man who keeps his money has, in reality, more use of it 
than he oan have by .spending it. Why, sir, Lowther, by 
keeping his money, had the command of the county, whioh his 
family has lost by spending it.' But an English millionaire 
does not keep his money to himself, as the anoient miser, 
whether he spends it or not. If he saves it, instead of locking 
it up or carrying it about on his body, he puts it in a bank, and 
the banker's customers make use of the wealth he does not 
himself consume. 

But when we say that the form of the love of money whioh 
displays itself in a love of dress, ornaments, and jewels, is almost 
confined to the men of Eastern counu-ies, we must be understood 
as speaking of men in the narrowest sense, and as making no 
allusion in that comparison to the ladies of the two hemispheres. 
Women have everywhere their own peculiar notions of the 
value of money j and a. world of either men alone or of women 
alone would eontain a. very different assortment of a.rtioles of 
wealth from that in the great mundane shop for both sexes 
whioh exists. With most speoies of animals, the male is more 
gorgeously dressed than th~ female; but so it seems to be with 
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the human species generally, only in its less civilized forms. 
For we may perceive, with the growth of European civiliza
tion, a. ma.rked decline in the taste of men for the display of 
wealth on the body. A mediooval baron was much more expen
sively got up than his wife or daughter. Even in the la~t 
century the toilette of a gentleman was nearly as elaborate and 
splendid as that of a lady. Now, a gentleman thinks he makes 
8. smart appearance with a flower in his button-hole, at an 
assembly at which the ladies are blazing with diamonds. It 
might be an instructive inquiry how far this difference in the 
desire for wealth is traceable fa a radical a.ifferenoe in the 
natural mental constitutions of the sexes, and how far to 
restraints which oonfine the ambition of women in general to 
paltry objeots, leading them to waste their time in hunting 
husbands, while men hunt seats in parlia~ent, and foxe8. 
Addison remarks, in the C Spectator,' that' One may observe that 
women in all ages have taken more pains than men to adorn 
the outside of their heads.' Perhaps one reason for this is, that 
men have in all ages prevented them fr~m taking so much pains 
to adorn the inside. While we are on the subject of dress as 
one of the equivalents of money, and one of the objects of its 
pursuit, we may make a remark upon that singular revolution 
of the human mind through which it has come to be thought, 
by all men of a certain rank, in the Western world, beooming 
to attire themselves every evening in black from head to foot, 
as if for a funeral; and by most men, of all ranks, in that 
civilized region, becoming to clothe themselves in the dingiest 
hues all day long. The male apparel which is the last product 
of civilization appears to display a. remarkable mixture of good 
sense and bad taste. The mistake made by the ladies of our 
time seems to be that of aiming at show and accomplishing 
waste; while the mistake of the gentlemen is that of aiming at 
plainness and acoomplishing gloom. . 

Many other illustrations might be given of t~e curious turn. 
taken by the fanoy for clothing, as one of the uses of money. 
In the north of Irelaad, for example, it is common to see a girl 
on the road with a smart bonnet, a.n ext.ensive petticoat, and a gay 
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parasol carried in the usual manner, but with a pair of shoes 
not upon her feet, but in her hands. Five-and-twenty years ago 
suoh a girl would have no more minded the effeot of the sun on 
the skin of her face, than she now minds the effect of the earth 
on the skin of her foot; and five-and-twenty year~ hence it 
may be safely predicted that such a girl will not only think it 
advisable to wear her shoes on her feet, but will disoover that 
they really hurt less there, when one is used to them, than the 
stones upon the road. At the same time, we must admit that 
the shoemakers of mankind-and of womankind, too, we pre
sume-have left nothing undone to perpetuate a prejudioe 
against their own particular produotion, and to weaken the 
force of the love of money for the sake of obtaining it. There 
is, again, in the inventory of modern wealth, and among' the 
civilized uses of money, another article of dress of so obvious 
and simple a charaoter that many persons may naturally suppose 
that it descends from the most remote antiquity. Yet, some 
centuries ago, all the wardrobes in England did not oomprise a 
single night-dress for lady or gentleman, king or queen. Take 
again, another institution of th"e modern dressing-room-the 
bath. There is a history of oivilization in the Tale of a Tub. 
There is a letter to the old • Spectator,' on the effects of the love 
of money~ in which the writer says that it is to that we owe the 
politician, the merohant, and the lawyer; 'Nay,' he adds, • I 
believe to that also we are indebted for our 'Speotator.'· We 
are not prepared to explain the various motives whioh inspire 
the pens of authors. Did Shakspeare wrIte for money P Did 
Pope P Did Dr. Johnson P Did Lord Ma!Jaulay P Does Sir 
Edward Bulwer Lytton P We are concerned at (lresent with 
the motives of oonsumers rather than produoers; and one thing 
at least is olear, that it is highly to the credit of the former to 
elioit such produotions from 'the latter, and that the love of 
money in the modern world is to a great extent the love of 
good, elevating, and instruotive objeots-a love which meets 
with its return. New desires for health, aecenoy, knowledge, 
refinement, and intelleotual pleasures, have, in fact, revolu
tionised produotion. The antithesis to modern wealth is not 

( " 



8 Tlte Love 0/ JIonc!I. 

so much poverty as 'a different kind of wealth. The change 
is more remarkable in the quality than in the quantity. 
No inoonsiderable part of human wealth, it is true, still con
sists of the means of unhappiness rather than of happiness, and 
of the gratification of vice rather than of virtue. On the whole, 
however, there is a. transformation in the moral character of 
wealth, and of the desires involved in the gonerallove of money. 
For tlie most part, instead of representing wickedness, brutal 
delight, and idle pomp, or conquest, tyranny, and plunder, the 
wealth of Europe represents peaoe, oulture, liberty, and the 
comfort of the many rather than the magnifioenoe of the few. 
Where man's treasure is, there his heart is also; and the trea
Bures of modern oivilization seem to UII to show as remarkable an 
improvement in the moral as in the intellectual and Ilhysical 
condition of society. ' Riohes,' said Milton, ' grow in hell;' lor 
even in his time muoh of the wealth that grew on earth bore 
many marks .of being the property of bad and unbarry beings. 
But we may venture now to ask those well-meaning persons who, 
without regard to time and plaoe, and without discrimination 
between good and evil, repeat ancient warnings against the love 
of money and the pursuit of wealth, whether they mean to 
praise dirt under the name of poverty, and whether they think 
idleness better than industry} ignorance better than science and. 
art, and barbarism better than civilized progress P To political 
eoonomists, on the other hand, we venture to suggest the cui· 
tivation 'of a. department of the philosophy of riohes which haa 
never ,been scientifioally investigated. The laws which regulate 
the value of the supply forthcoming from producers have been 
almost exhaustively developed in politioal economy; but the 
deeper laws which regulate the demand of the consumers, and 
which give the love of money all its force and all its meaning. 
have never yet received the regular attention of any school of 
philosophers. 



II. 

'rITE WEALTH OF NATIONS AND THE SLA. VE 
POWER.-

IT has long been a prevalent notion, that political economy is 
a series of deductions from the principle of selfishness or private 
interest alone. The common desire of men to grow rioh by the 
IIhorteBt and easiest methods-to obtain every gratification with 
the smallest sacrifioe on their own part~has been supposed to 
be all that the politioal economist desires to have granted in 
theory, or to see regulating in practioe the transactions of the 
world, to ensure its material prosperity. A late eminent writer 
Las described as follows the doctrine of Adam Smith, in the 
• W eaUh ~f Nations': • He everywhere assumes that the great 
moving power of all men, all interestll, and all classes in all 
ages and in all countries, is selfishness. He represents men as 
pursuing wealth for sordid objeots, and for the narrowest 
pcrsonal pleasures. The fundamental assumption of his work 
is that each man follows his own interest, or what he deems to 
Le bis interest. And one of the peculiar features of his book 
is to show that, considering society as a whole, it nearly always 
happens that men, in promoting their own, will unintentionally 
promote the interest of others.'t 

But, in truth, the aoquisitive and selfish propensities of 
mankind, their anxiety to get as much as possible of everything 
they like, and to give as little as possible in return, are in their 
very nature. prinoiples of aggression and injury instead of 
mutual benefit: the mode of acquisition to which they im-

• Macnullan'. Mag .... "" Fellruary, 1863. 
t Bucklo's H .. torg of CWiZa:atlllfl, vol. ii. 
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mediately prompt is thai of plunder or theft, and the compe
tition which' they tend to induce is that of conflict and war. 
Their first suggestion is not, • I will labour for you,' but 'you 
shall labour for me;' not, • Give me this, and I will give you 
what will suit you better in ex.change,' but, 'Give it to me, or 
else I will take it by force.' The conqueror rather than the 
capitalist, the pirate rather than the merchant, the brigand 
rather than the labourer, the wolf rather than the watch-dog, 
obey the impulses of nature. The history of the pursuit of 
gain is far from being the simple history of industry, with 
growing national prosperity; it is the history also of depreua
tion, tyranny, and rapine. One passage in it is thus given, in 
the early annals of our own country: 'Every rich man built 
his castle, and they filled the land with castles. They greatly 
oppressed the wretched people by making them work at their 
castles, and, when they were finished, they filled them with evil 
men. Then they took those whom they suspected to have any 
goods, seizing both men and women by night and day; and 
they put them in prisons for their gold and silver, and tortured 
them with pains unspeakable. • • • The earth bare no corn; 
you might as well have tilled the sea; for the land was all 
rUined by such deeds.' 

But if misery and desolation are the natural fruits of t1& 
natural instincts of mankind, how has the prosperity of Europe 
steadily advanced in spite of the enemy to it which natur& 
seems to have planted in every man's breast? -How has the 
predatory spirit been transformed into the industrial and com
mercial spirit? Under what conditions are individual efforts 
ex.erted, for the most part, for the general good? These are 
the chief problems solved in Adam Smith's' Inquiry into the 
Nature and Causes of the Wealth of Nations.' He has been 
careful to point out that' the interests of individuals and par
ticular orders of men, far from being always coincident with,. 
are frequently opposed to, the interests of the publio;' and. he 
observes that' all for themselves and nothing for other people 
seems to have been, in every age, the vile maxim of the masters 
of ma.nkind.' The effort of every man to improve his own. 
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condition is, it is true, in Adam "Smith's philosophy, a principle 
of preservation in the body politio j but his aim was to demon
strate that this natural effort is operative for the good of sooiety 
at large only in proportion to the just liberty secured to every 
member of it to employ his natural powers as he thinks proper, 
'whether for his own advantage or for that of others. Every 
infraction of, and every interference with, individual liberty he 
denounced as being as economically impolitic as morally unjust. 
Ilis systematio purpose was to expOP8 the losses which a nation 
suffers, not only from permission of the grosr.er forms of violence 
and oppression, but from every sort of restri~tion whatever upon 
voluntary labour and enterprise. Of laws regulating agriculture 
and manufactures for the supposed advantage of the public, he 
said,' both were evident violations of natural liberty, and there
fore unjust, and they were both too as impolitic as they were unjust. 
That security, he added, which the laws in Gr~at Britain give 
to every man, that he shall enjoy the fruits of his own labour, 
is alone suffioient to make any country flourish. The history 
of Europe, in so far as it is the history of the progress of 
opulence, is not, in his pages, the history of selfishness, but of 
improving justioe j of emanoipated industry, and of protection 
for the poor and weak. It 'is, acoordingly, the history of 
strengthening restraints upon the selfish disposition of mankind 
to sacrifioe the happiness and good of others to their advantage 
or immediate pleasure. The fundamental principles on which 
the increase of the wealth of nations rests are thus summed up, 
at the end of Adam Smith's Fourth Book: 'All systems, either 
of preference or restraint, being thus oompletely taken away, 
the obvious and simple system of natural liberty establishes 
itself of its own accord. Every man, so long as he does not 
violate the laws of justice, is left perfectly free to pursue his 
own interest his own way, and to bring both his industry and 
his capital into competition with those of any man or order of 
men.' 

The treatise on the cWealth of Nations' is, therefore, not to 
be regarded, as it was by Mr. Buckle, as a demonstration of the 
puLlic benefit of private selfishness. Adam Smith denies neither 
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the existence nor the value of higher motives to exertion. The 
springs of industry are various. Domestio affection, publio 
,spirit, the sense of duty, inherent energy and intellectual tastes, 
make busy workmen, as well as personal interest. And personal 
interest is itself a phrase for many different motives and pursuits, 
deserving the n~me of selfishness or not according to their 
nature and degree; just as wealth under a single term includes 
many things of 'very different moral quality, according to th!:lir 
character and use. The aims of men in life may be high or low j 
they may seek for riches of very dilrerent kinds and for very 
dilrerent purposes. In a recent essay in the 'Revue des Deux 
Mondes,' the eminent economist, M. de Lavergne, maintains 
that political economy and religion are, though essentially 
distinct, related to each other as the soul and body are. WeaHh, 
he says, means food, clothes, and houses; and religion, though 
it treats of higher things, does not teach that men should be 
left to perish of hunger and cold. Political economy has for its 
special end the satisfaction of the bodily wants, and religion 
that of the spiritual wants, of man. M. de Lavergne seems to 
have been led astray by the economic use of general terms, suoh 
as material wealth, material interests, and material progress. 
]}'or wealth is not really or properly limited in political economy 
to such things as satisfy the bodily or material wants of humanity. 
It comprehends many things, the use of which is to minister to 
man's intellectual and moral life, but which have, notwith· 
standing, a price or value. Books, for example, as well as bread 
and meat, are wealth. Spiritual and other instructors are paid 
for as well as butchers and doctors. Wealth means, in fact, 
many dilrerent things, more or less material or immaterial, in 
di.fferent ages and countries. The highest kinds of wealth will 
be found where there is most general freedom for the develop
ment of the highest' powers of humanity, and where no class 
have a licence for the gratification of their selfish passions at the 
expense of any other class. But what Adam Smith contended 
for was, that no class of men, be their motives good or bad, 
should be sufiered, under any pretext, to encroach upon the 
industrial liberty of other men. The true moving power of 
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tlH' economio world, according to his system, is not individual 
selfishness, but individual energy and self-control. His funda
mental prinoiple is perfect liberty. The' Wealth of Nations' ' 
is, in short, an exhaustive argument for free labour and free 
trade, and a demonstration of the eoonomical polioy of justioe 
and equal Jaws. Arguing against the Jaw of apprentice8hip~ 
the philosopher said: • The property which every man has in 
his own labour, as it is the original foundation of all other 
property, so it is the most sacred and inviolable. The patrimony 
of a poor man lies in the strength Bnd dexterity of his hands; 
and to hinder him from employing his strength and dexterity in 
what manner he thinks proper for his own advantage is a plain 
violation of that most saored property. It is a manifest 
encroachment upon the just liberty both of the workman and 
of those who might be disposed to employ him. As it hinders 
the one from working at what he thinks proper, 80 it hinders 
the others from employing whom they think proper.' 

The system, therefore, which is most subversive of the 
doctrines of political eoonomy, as taught by Adam Smith, is 
that most selfish of Bll possible systems-slavery. The political 
economist must oondemn it as loudly as the moralist. It attaoks 
the life of industry, Bnd prevents the existence of exchange. It 
robs the labourer of his patrimony; it robs those who would 
hire him in the market of their lawful profits; and it is a 
fraudulent abstraction from the general wealth of nations, the 
quantity and quality 01 whioh depend npon the degree of 
industrial liberty secured to every individual throughout the 
world for the exercise of, his highest powers. Of the property 
of the slaveholder in the industry of his slaves, the paradox, la 
propriele c'eal Ie, vol, is a literal truth according to political 
economy as well as common morality, and as regards 'not only 
the slaves, but the. whole commeroial world. Yet slavery is a 
system ~thin the legitimate range of economio inquiry, 
which is by no means limited, as has sometimes been con
tended, to the phenomena. of an imaginary world of free ex
changes, but extends to all the eoonomio phenomena of the real 
world, in which wealth is produced and distributed according 
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to very different systems. Injustice and oppression have their 
nature.! train of eoonomio consequences as well as liberty and 
equal laws, and the economist is concerned with both, as the 
physician studies the laws of disease as well as hea.lth. 'Writers 
on political economy,' says the chief among them in our time, 
, propose to investigate. the nature of wealth, and the laws of ita 
production and distribution, including, directly or remotely, the 
operation of all the causes by which the condition of human 
beings is made prosperous or the reverse.' There is not a. 
country in Europe at this day, not excepting our own, the 
economic phenomena. of whioh the principle of exchange wonld 
be suffioient to interpret. But, even if pure commercial com. 
petition now regulated, throughout the whole of Europe, tho 
produotion and distribution of every article of wealth, the 
whole domain of history, and the breadths of Asia, Africa, and 
America, would remain for the economist to explore, and to 
acoount on ,other principles for the direotion and results of 
human industry, the use of natural resouroes, and the division 
of the produoe. - The eoonomy of the Slave States of America, 
for example, afforded an opportunity for this inquiry, of whioh 
Yr. Cairnes availed himself in his admirable essay on the 
Slave Power. In an earlier essay, he desoribed political 
economy as belonging to 'the class of studies whioh inoludes 
historical, politioal" and sooial investigations,' and defined it as 
c the scienoe whioh traoes the phenomena. of the produetion and 
distribution of wealth up to their caUses in the prinoiples of 
human nature, and the laws and events of the external world/* 
In the later essay, instead of deduoing unreal consequenoes 
from the hypothesis of industrial liberty, he has traced the 
<>rigin and consequenoes of the opposite order of things. Instead 
of the theory of wages, profit, and rent, applicable to a free 
sooiety, he lays bare the struoture of a. society which exoludes 
wages, for the labourer is fed and flogged like a. beast or burden; 
in whioh there is no profit, 1IXJC0rding to ,the economist's deli· 

• Logical Method of Pol.tical Economy. By I. E. Cairnes, Prol_or of 
Political Economy in tho University of Dub~ 
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nition, for labour is not hired, but atolen; in which there 
is little or no rent, for only the best soils can be cultwated, 
and they are constantly becoming worthleBB instead of grow
ing in value; in which fear is substituted for the hope of 
bettering his condition, and torment for reward, 11.8 the stimulus 
to the labourer's exertion; and in which wealth exists only in 
its rudest forms, because the natural division of employments 
has no place, and only the rudest instruments of production can 
be UlIed. Adam Smith had l'reviously examined the milder 
conditions of feudal servitude, demonstrating that the backwarQ
ness of medireval Europe was attributable to these and similar 
discouragements to industry, and showing how it was forced 
into unnatural channels by such obstructions. For, through 
every rart of his philosophy, • Dr. Smith sought,' 11.8 Dugald 
Stewart relates, • to trace, from the principles of human nature 
and the circumstances of society, the origin of the positive in
stitutions and conditions of mankind.' The' Wealth of Nations' 
cont.ains the substance of the last division of a complete course 
of lectures upon moral science, in which Adam Smith expounded, 
in succession, Natural Theology, Ethics, Jurisprudence, and 
Political Economy. His lectures on Jurisprudence have not 
survived; but his pupil, Dr. Miller, states that 'he followed in 
them the plan suggested by Yontesquieu, endeavouring to trace 
the gradual progreBB of jurisprudence from the rudest to the 
most refined ages, and to point out the effect of those arts which 
contribute to subsistence and to the accumulation of property, 
in producing corresponding improvements or alterations in law 
and government.. From this it is clear that his conception of 
the true scope and method of jurisprudence agreed with his con
ception of the true scope and method of economio inquiry. And 
in the' Wealth of Nations,' accordingly, he traced the operation 
lIoth of the causes which rescued Europe from barbarism and 
occasioned its progreBB in opulence, and of those whioh impeded 
the action of the na.tural principles of preservation and improve
ment. In short, his treatif included an inquiry into the causel! 
of the poverty as well &II of the wealth of nations, and an 
investigation of the aotual constitution and career of industrial 
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society. He showed how rural industry and progress wer& 
thwar~d in the middle ages by suoh impediments that, but 
for the happier ciroumstanoes of its towns, Europe could never 
have emerged from the oalamities which beM it after th& 
dissolution of the Roman Empire. The servile and inseoure 
position of the cultivators of the soil prevented industry from 
aohieying its first triumphs in the country according to th& 
course of nature, which makes agrioulture the primary, because 
the most necessary, business of mankind. 'Order and good go
vernment, on the other hand, and along with them the liberty 
and seourity of individuals, were established in cities at a time 

, when the oooupiers of land in the oountry were exposed to every 
sort of violence. But men in this defenoeless oondition naturally 
content themselves with a bare subsistence, because to acquir& 
more might only tempt the injustice of their oppressors. On 
the contrary, when they are secure of enjoying the fruits of 
their industry, they naturally exert it to better their condition, 
Gnd to acquire, not only the neoessariel!l, but the comforts and 
elegancies of life. That industry. therefore, which aims at 
something more than. necessary subsistence, was established in 
cities long before it was commonly praotised by the occupiors of 
land in the country! In this manner, Adam Smith has traced 
the oauses of the actual and, as he calls it, the' unnatural' course 
of industry in the slow and chequered progress of modern 
Europe. He investigated the phenomena. of what was, happily 
for us, on the whole, a progressive sooiety. Mr. Cairnes, on th& 
contrary, has investigated those of a retrograde one. 

In the Slave States of America. Mr. Buckle might have seen 
the eoonomical results of a society based upon selfishness instead 
of justice. The negro shows elsewhere· his capacity to tab 

• The following statement, afl'ording evidence WI to the character, capacIty, and 
enb~l"plise of the negroes, is contained in a letter to the writer of this Paper from 
one of the principal English residente in Victoria, the Cap1tal of Vancouvtir'. 
Island, It formed part of a general description of the Colony, furnished without 
any reference to the question of slavery :-' lk-fore the guld uutement, but during 
the same year (1858), the Legislature of Call{;ornia passed a law forbidding th& 
itnmigration of negroes. 1'm. CAUlied the latter to appoint a deputation, ... ilicn 
visited the Bnw.h possession of Vaneouvel's .lallUld J and eo favourable waa their 
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his part in the free division of labour, and the consequent 
multiplication of the productions of the different art8~ whioh 
()ccasions, in the words of Adam Smith, in a well-governed 
society that universal opulence whioh extends itself to the lowest 
ranks of the people. In the squalid and comfortless homes even 
(If the higher ranks of the people in the American Slave States 
we see the consequenoe of oppressed and degraded industry. 
, It may be,' says Adam Smith again, ' that the accommodation 
()f a European prince does not always so much exceed that of 
~n iwlustrious and frugal peasant, as the acoommodation of 
the latter exceeds that of an African king, the absolute master 
of the lives and liberties of ten thousand naked savages.' The 
American slave-owner is, as it were, a petty African king, and 
in real penury, as well as in power, resembles such a ruler. It 
is said, indeed, that we owed to slavery the produce which 
supplied the principal manufacture of Great Britain. But the 
whole of this production was in truth to be credited to free 
indut>try, while all the waste and ruin which accompanied it 
must be ascribed to slavery. The possibility of the profitable 
growth of so muoh cotton was caused by the oommerce and 
invention of liberty, while the barbarism of the poor whites, the 
brutifying of the negro population, and the exhaustion of, the 
American soil, are the net results of slavery. In truth, to Watt, 
Hargreaves, Crompton, and Whitney-free citizens of England 
and the Northern States-the southern planters owed the whole 
value of their cotton. What slavery may really claim &s ita 
own work is that, by exhausting the soil it occupies by & 

ba.rbarous agrioulture, whioh sets the laws of chemistry as well 
as of political economy a.t defiance, it hastens its own extinotion 
from the day that its a.rea is onoe definitely and narrowly 

leport, that it not only caused nwny coloured people to leave California, but alsl) 
aroused general attention, parlicuially that of B,itish subjects; for by all who 
had oocllSionally heard of the island before it Wall ccnaidered a sort of petty 
Siberia. While people were reading accounts of the climate, soil, and low pliee 
of town lots in V,ctoria, there ClIIIl6 rumours of ric,h gold sands on the banks 
of the Fl'aJlet River in British Columbia. Two or three .mall coasting vessels 
Lad previously sailed wlth ooloured p .... engers; but the demand for passages 
by wblte people b,caDle 80 groat, that large steamshipa deP'lrted every {ow 

C 
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circumscribed. This its own advocates admit, but with ~ 
singular inference: 'Slavery has, by giving to the laws of 
Dature free scope, moved over 8. thousand miles of territory. 
leaving not a. slave behind. Why should good men attempt to 
check it in its progress? If the laws of nature pass slavery 
farther and farther south, why not let it go, even though, in 
proces! of time it should, by the operation of natural laws, pass 
away altogether from the territory where it now exists P' Why, 
we may ask, should devastation be suffered to spread P Should 
fires in.8. city be suffered to burn themselves out by advancing 
from street to street until not a house remains to feed the con
flagration ? The slaveholder, as he moves southward or west
ward, not only carries moral and material destruction with him. 
but leaves it behind for those who come after him. The rich 
slavebreeder follows him with his abominable trade, and the poor 
white sinks back into barbarism in the wilderness the slaveholder 
has made. The order of European progress has been reversed. 
In Europe,justice, liberty, industry, and opulence grew together, 
as Adam Smith described. In the Slave States of America, as 
Mr. Cairnes has shown, the Slave Po'wer constitutes 'the most 
formidable antagonist to civilized progress which has appeared 
for many centuries, representing a system of society at once-

days with from 360 to 1000. Among them were some coloured people, and 
they have increased in number until, I think, we may safely estimate them at 
600. The occupatioIl8 of these coloured people in Victoria are, to the beat of my 
recollection, porters, sawyers, draymen, day-labourel'8, barbers, and batbkeeperl: 
eating.house keepers; one hosier, as black as a cool, with the best stock in the 
town; and two or three grocers. Some of them went to the mines, and were 
moderately successful. Their favourite investment is in a plot of ground, on whith 
they build a neat littJe cottage and eult.inte vegetables, nllift poultry, /1:0. 
Nearly all had been prosperous, and 8 few had 80 judiciously inve.W that they 
were in receipt of from £10 to £40 a month from rents. They are industrious, 
economical, and intend to make the colony theiT permanent h<>me; the out.kilts 
of the town are well sprinkled with their humble but neat dwellings, and their 
land is yearly inoreasing in value. By this 8bowing they are a quiet, induatriou8, 
and law-abiding people; but there is 8 drawback, taking them altogether as 
citizens, which arise8 from their earnest desire to be on a perfect social equality 
with the whites at church, the theatre, concerts, and other puhlio places of 
assembly. When ;you consider the ,trong disinclination for theil" eompany, not 
only of our large American population, ~ut also of Englishmen, who very quickly 
imbIbe the American prejudice, ,"ou can readily conceive tha\ a number of 
clisagreenble lICenea occur.' 
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retrograde and aggressive-a. system which, containing within 
it no germ from whioh improvement oan spring, gravitates 
inevitably towards barbarism, while it is impelled by exigencies 
inherent in its position and circumstances to a constant extension 
of its territorial domain.' 

11. • ., "0'1'4/'"'. lop"'. X"poiit1. ':"')1",1 
Ital BIIt" ""I ",w'1''' ","III t1'1'pl</JE'1'rI'. 

For the perpetuation and extension of the system to which 
is owing this retrogressive movement of the English' race, in 
a region endowed with every natural help to progress, the slave
holders are in arms. They have not been slow to point, indeed, 
at General Butler's misrule' in a southern city, and to ask if the 
cause of their adversaries is the cause of liberty? But such 
men as General Butler are living arguments against a Slave 
Powor. General Butler was absolute master at New Orleans; 
and, even in the, words of an ardent apologist for slavery, 'that 
cruelties may be inflicted by the master upon the slave, that 
iustances of inhumanity have oocurred and will occur, are ne
cessary incidents of the relation which subsiSts between master 
and slave, power and weakness.'''' There was never a more 
striking example of the ease with which men are cheated by 
words than the generous sympathy given in England to the 
cause of the slaveholders, as the cause of independence, and 
therefore of liberty! It is the cause of independence, such as 
absolute power enjoys, of every restraint of justice upon pride 
and selfish passions. The power of England is in a great 
measure a moral power, founded on the respeot of the civilized 
wOl·ld for the courageous oPP!Jsition of her people for centuries 
to suoh independence both at home and abroad. And, if the 
publio opinion of England and the leaning of her policy be found 
ultimately upon the side of the maintenanoe and extension of 
the Slave Power in Ar+ )rioa, she will sustain in the end as great 
a. loss of aotual pow" las well as of moral dignity, as if she 
entered into a league ',hili the despots of Europe, and closed her 

• Tlis South VUuJieal.tI, p. 82. 
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• cities of refuge against their victims. The Slave Power figltts 
against all the principles of civil and religious liberty on which 
England rests her glory, and all the principles of political 
~oonomy to which she asoribes her wealth. In policy, as well 
as in. justice, England must refuse her countenance to that 
Power, as the enemy of the liberty as well as of the wea.lth Qf 
na.tionlf. 



III. 

THE POLITICAL ECONOMY OF ADAM SMITH. 

, POLITICAL ECONOMY belongs to no nation; it is of no country = 
it is the soience of the rules for the production, the accumulation. 
the distribution, and the consumption of wealth. It will assert 
itself whether you wish it or not. It is founded on the attributes 
of the human mind, and DO power can change it:t In these 
words-acoompanying an admission that the Irish Land Bill, 
whioh he nevertheless defended on other grounds, 'offended 
against the prinoiples of politioal economy'-Mr. Lowe gave 
expression last session to the conoeption of one school of the 
followers of Adam Smith, that Politioal Economy is, not what 
Adam Smith called hiS own treatise, 'An Inquiry into the 
Nature and Causes of the Wefl.lth of Nations,' but a final 
answer to the inquiry-a body of necessary and universal truth, 
founded on invariable lq.ws of nature, and deduced from the 
constitution of the human mind. . 

I venture to maintain, to the contrary, that politioal economy 
is not a body of natural laws in the true sense, or of universal 
and immutable truths, but an assemblage of speculations and 
dootrines whioh are the result of a partioular history, coloured 
even by the history and oharaoter of its chief writers; that, so 
far from being of no country, and unchangeable from age to 
age, it has varied muoh in different ages and countries, and even 
,,",'ith different expositors in the same age and country; that, in 
fact, its expositors, sinoe the time of Adam Smith, are substan-

• Fortniglllill Rmew. November 1st, 1870. 
t SpucA etr 1M IriBA La .. " B.n, Aptil4th, 1870. 



22 The Political Economy of Adam Smith. 

tially divisible into two 8chools, following opposite methods; 
and that the method of one of them, of which the funda.mental 
conception is, that their political eoonomy·is an asoertained body 
of laws of nature, is an offshoot of the anoient nction of a Code 
of Nature and a natural order of things, in a form given to 
that nction in' modern times, by theology on one hand, and a. 
revolt «garnet the tyranny of the folly and inequality of such 
human codes as the world had known on the other. 

No branch of philosophical dootrine, indeed, can be fairly 
investigated or apprehended apart from its history. All our 
systems of politics, morals, ,and metaphysics would be different 
if we knew exactly how they grew up, and what transformations 
they have undergone; if we knew, in ehort, the true history of 
human ideas. And the history of political eoonomy, at any 
rate, is not lost. It would not be difficult to trace the connee:tion 
between every extant treatise prior to the' 'Wealth of Nations,' 
and conditions of thought at the epoch at which it appeared. 
:But there is the less occasion, for the purpose of these pages, or 
of asoertaining the origin and foundation of the economio 
doctrines of our own day, to go behind the epoch of Adam 
Smith, that he has himself traced the systems of political 
economy antecedent to his own to a particular course of history, 
to • the different progress of opulence in different ages and 
nations,' and ' the private interests and prej udices of partioular 
orders of men.' What he did not see was, that his own system, 
in its turn, was the produot of a partioular history; that what 
he regarded as the System of Nature was a. desoendant of the 
System of Nature. as conceived by the ancients, in .. form 
fashioned by the ideas and ciroumstanoes of his own time, and 
oolou.red by his own disposition and course of life. Still less 
could he see how, after his time, I the progress of opulence' 
would govern the interpretation 01 his dootrines, or how the 
system he promulgated as the system of liberty, jllStice, and 
divine benevolence, would be moulded into a system of selfish
ness by • the private interests and prejudicea of particular 
orders of men.' 

'The Wealth of Nations,' says Mr. :Buckle, 'is'entirely , . 



TIle Political Economy of Adam Smith. 23 

deductive. Smith generalizes the laws of wealth. not from the 
phenomena of wealth, but from the phenomena of selfishness. 
He makes men naturally selfish; he represents them as pursu-

. ing wealth for sordid objeots, Pond for the narrowest personal 
pleasures.'· This deseription is not misapplied to a political 
economy of later days, which has guided Mr. Buckle's inter
pretation of the system of Adam Smith; but with respect to 
that system itself, it involves two fundamental misconceptions. 
Selfishness was not the fundamental principle of Adam Smith's 
theory; and his method, though. combining throughout a vein 
of unsound a priori speculation, was in a large measure inductive. 
The investigation which establishes this will be fOlmd also to 
exhibit the connection between his eoonomic system and the 
1:hief problems pressing' for solution in his time; the methods 
whioh the philosophy of the age provided for their solution; 
and the history and phenomena of the eoonomic world in which 
he lived, and from which his ideas, his inductions, and his 
verifications were drawn. 

One consideration to be carried in mind in the interpretation of 
the' Wealth of Nations' is that its author's system of philosophy 
ought to be studied as a whole; his economic system was part of 
a complete system of social, 01', as he called it, moral philosophy. 
Mr. Buckle, who on other points has muoh misconceived the 
• Wtlalth of Nations,' properly says of it, and the 'Theory of 
Moral Sentiments,' that the two must be taken together and 
1lOnsidered as one, both forming part of the soheme embraoed 
in his course of moral philosophy at Glasgow-a course whioh, 
it is important to observe, began with Natural Theology, and 
included, along with Ethios and Political Economy, the 
Philosophy of Law. Again, as his sooial philosophy should be 
iJoDsidered as a. whole, so the whole should be considered in 
connection with the philosophical systems or methods of 
investigation. of his time. Two essentially opposite systems 
of reasoning respeoting the fundamental laws of human society 
were before the world at that epooh, whioh may be respeotively 

• HlStor!l oj ClVuiZllloon in EllflllI,"1, i. 228; ii. 449. 
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designated as the theory of a Code of Nature, and the inductive 
system, of Montesquieu-the former speculating a priori about 
'Nature,' and seeking to develop' from a particular hypothesis 
the' Natural' order of things; the latter investigating in history 
and the phenomena of the act~al world the different states of 
society and their antecedents or causes-or, in short, the real, 
as contraeted with an ideal, order of things. The peculi81-ity of 
Adam Smith's philosophy is, that it combines these two opposite 
methods, and hence it is that we have two systems of political 
economy claiming descent from him-one, of which Mr. Ricardo 
was the founder, l'easoning entirely from hypothetical laws or 
prinoiples of nature, and discarding induction not only for the 
ascertainment of its premises, but even for the verification of 
its deductive conclusions; the other-of which Malthus in the 
generation after Adam Smith, and Mr. Mill in our own, may 
be taken as the representatives-combining, like Adam Smith 
himself, the a priori and the inductive methods, reasoning some. 
times, it is true, from pure hypotheses, but also from experience. 
and shrinking from no corrections which the test of experience 
may require in deductions. Of the two schools, distinguished 
by their methods, the first finds in assumptions respecting the 
natlll'e of man, and the course of llonduct it prompts, a complete 
, natural' organization of the economic world, and aims at the 
discovery of 'natural prices,' 'natural wages,' and 'natural 
profits.' 

An Ilxamination of Adam Smith's philosophy enables us to 
trace to its foundation the theory upon which the 8chool in 
question has built its whole superstructure. We shall see that 
the original foundation is in fact no other than that theory of 
Nature which, descending through Roman jural philosophy 
from the speculations of fueece, taught tha.t there is a. simple
Code of Nature which huma.n institutions have disturbed. 
though its principles are distinctly visible through them, and 
a beneficial and harmonious natural order of things which 
appears wherever Nature is left to itself. In the last century 
this theory assumed a. variety. of forms and disguises, all of 
them, however, involving one- fundamental fallacy of reasoning 
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a priori from assumptions obtained; not by the interrogation 
but by the anticipation of Nature; what is assumed as Nature 
being at bottom a mere conjecture respecting its constitution 
and arrangements. The politioal philosophy flowing from this 
ideal souroe presents to us sometimes an assumed state of nature 
or of sooiety in its natw-al simplioity; sometimes an assumed 
natural tendency or order of events, and sometimes a law or 
principle of human nature; and these different aspeots greatly 
thicken the confusion perpetually arising between the real and 
the ideal, between that whioh by the assijmption ought to be 
and that whioh aotually is. ·The philosophy of Adam Smith, 
though oombining an induotive investigation of the real order 
of things, is pervaded throughout by this theory of Natw-e, in 
a form given to it by theology, by politioal history, and by the 
cast of his own mind. 'The great and leading objeot of his 
speoulations,' says Dugald Stewart, by no means intending a 
criticism, for Mr. MainO' had not then explored the fallaoies 
lurking in the terms Nature and Natural Law, 'is to illustrate 
the provisions made by Nature in the prinoiples of the human 
mind, and in the ciroumstances of man's external situation, for 
a gradual and progressive augmentation in the means of 
national wealth, and to demonstrate that the most effeotual 
means of advanoing a people to greatn~s8 is to maintain that 
order of things whioh Nature has pointe.d out.' At the end of 
Book IV. of the 'Wealth of Nations' we find the Code of Nature 
and its institutions .definitely marked out: 'All systems either 
of preference or restraint being oompletely taken away, the 
obvious and simple system of natural liberty establishes itself 
of its own aooord. According to the system of natural liberty, 
the State has only three duties to attend to :' namely, to pro
tect the natlon from foreign aggressions, to administer j ustioe, 
and to maintain certain great institutions beyond the reaoh of 
individual enterprise-a. supposed natural limitation of the 
province of law· and government whioh has been the oause of 
infinite error in both theoretical politioal economy and praotioal 
legislation. . 

The .same,fundamental oonception pervades both Smith's 
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system of ethics and his philosophy of law. Investigating the 
-character of virtue, he treats first of ' the order in which Nature 
recommends objects to the care of individuals' for their own 
personal happiness; next, of' the order whioh Nature has 
traced out for the direotion of our powers of beneficonce: firt;t, 
towards other individuals; and, secondly, towards sooieties.' 
So, il!l the desoription given by himseU of his proposed history 
of jurisprudenoe, he states that' every system of positive law 
may be regarded as a more or less imperfeot attempt towarus a 
system of natural jurisprudenoe ;' and that the main end of j w'al 
inquiry is to asoertain' what were the natural rules of jUBtice, 
independent of all positive institutions '-a description, perfectly 
<coinciding with Mr. Maine's, of the place which the law of 
Nature filled in the oonception of the Roman jurist. 'After 
Nature had beoome a' household word, the belief gradually 
prevailed among the Roman lawyers that the old Jus Gentium 
was in fact the lost Code of Nature. The Roman conooiveu 
that, by oareful observation of existing institutions, parts of 
them could be singled out which either exhibited already, or 
oould by judicious purification be made to exhibit, the vestiges 
of the reign of Nature.'- ' 

But abstraction wou1d never have played 80 great a part in 
Adam Smith's philosophy, would never have resulted in such 
sweeping generalizations respecting the beneficent and equitable 
'Bconomy resulting from the play of the natural inclinations 
and individual interests of men, had not the classical conception 
Qf Nature's harmonious oode beoome blended with the theological 
conception of 'that great, benevolent, and all-wise Being, who 
directs all the movements of Nature, and who is determined to 
maintain in it at all times the greatest possible quantity of 
happiness.' Ideas thus derived from early philosophy became 
converted into the plans of Providence. Mr. Buckle disl'lays 
less than his customary erudition when he states that theology 
had been finally SeI!arated from morals in the seventeenth 
century-from politics before the middle of the eighteenth. 

• Ancient Law, FP. 66, 88. • 
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Natural theology makes the first part of Adam Smith's 
course of moral philosophy, and its principles pervade every 
other part. The law of Nature becomes with him an article of 
religious belief; the principles of human nature, in accordance 
with the nature of their Divine Author, necessarily tend to the 
most beneficial employments of man's faculties and resources. 
And as the classical oonception of Nature supposed simplicity, 
harmony, order, and equality in the moral as in the physical 
world, in Adam Smith's philosophy it becomes associated with 
divine equity and equal benevolence towards all mankind, and 
by consequence with a substantially equal distribution of wealth, 
.as the means of material happiness. Nothing, therefore, is 
needed from human legislation-and this conclusion was power
fully fortified, as we shall afterwards see, by the .political ideas 
<If the age-beyond the maintenance of equal justioe and 
security for every man to pursue' his own interest in his own 
way. In the' Wealth of Nations,' after laying it down that 
.every individual endeavours as much as he can both to employ 
his capital in the support of domestic industry, and so to direct 
that industry that its produoe may be of the greatest value, and 
therefore necessarily labours to render the annual revenue of 
his own nation as great as he oan, Adam Smith adds: 'He 
generally, indeed, neither inMnds to promote the publio interest, 
nor knows how muoh he is promoting it. By preferring the 
support of domestio' to that of foreign industry, he intends only 
his own security; and by directing that industry that its 
freedom may be of the greatest value, he intends only his own 
gain, and he is in this, as in many other cases, led by an 
invisible hand to promote an eLd which was no part of his 
intention.' 

So in the C Theory of Moral Sentiments :'. 'The produce of 
the soil maintains at all times nearly that number of inhabitants 
which it is capable of maintaining. The rich only select from 
the heap what is most precious and agreeable. They consume 
little more than the poor, and, in spite of their natural selfish-

---'TllC~ry oj Moral S.ntl1l1ent,. Pa.rt IV., chap. 1. 
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ness and rapacity, though they mean only their own con
veniency, though the sole end which they propose from the 
labours of all the thousands whom they employ }le the gratifica
tion of their own vain and insatiable desires, they divide with 
the poor the produce ~f all their improvements. They are led 
by an invisible hand to make nearly the same distribution of 
the necessaries of life which would have been made had the
earth been divided into elJual portions among all its inhabitants ; 
and thus without intending it, with<1Ut knowing it, ad vance the 
interest of the society, and afford means to the multiplioation 
of the species. When Providence divideu the earth among a. 
fe~ lordly masters, it neither forgot nor abandoned those who
seemed to have been left out in the pa.rtition.' 

The mischief done in political economy by this assumption 
respecting the beneficent constitution of Nature, and therefore 
of all human inclinations and 'desires, has been inca.lculable. It 
became an axiom of science with many economists, aud with 
all English statesmen, that by a. natural law the interests oi 
individuals harmonize with the interests of the public j and one
pernicious consequenoe is, that the important department of the
consumption of wealth has-though Mr. Lowe properly includes 
it in his definition of political economy-been in reality either 
altogether set aside, as lying b~yond the pale of economic 
investigation, or pa.ssed over with a. general assumption, after 
the manner of Mandeville, that private vices are publio benefits. 
The real interests which determine the production, and subse
quently, in the course of oonsumption, in a great degree the 
distribution, of wealth, are the int6!'ests of consumers j although 
the truth is veiled by the division of labour, the process of 
exchange, and the intervention of money, which makes wea.lth 
in the abstract, or pecuniary interest, seem the motive of pro
ducere, If e~ery man produced for himself what he desires to 
consume (If use, it would be patcnt how diverse are the interests. 
summed np in one vague general term, c!:·1i-intercst-interests 
which vary in different individuals, different classes, different 
nations, and different states of oivilization. And economio 
investigation would long since have penetrateu. beneath th& 



Tlte Political Economy of Adam Smith. . 29 

'Surface of peouniary interest to the widely different oharaoter 
-of the real aims determining the nature and uses of wealth, 
but for that assumption of an identity between public and 
private interest which Adam Smith's authority cOJlverted into 
an axiom. Under its influence we fiud him assuming that the 
great landowners of the sixteenth, century, iu enclosing their 
manors and dismissing tenants, retainers, and labourers, to 
purchase luxuries for themselves, employed no less national 
labour than before; although the land fed sheep instead of men, 
and the wool of the sheep, in plaoe of clothing labourers at 
home, went from the country to foreigners in exchange for 
wines, silks, velvets, and trinkets, for the personal consump~ 
tion of the lord of the manor. 'When William the Conqueror 
nfforested at onoe some three-soore parishes, he did only what 
landowners have done from the fifteenth century to the present 
time. 1'0 take the children's food and give it unto dogs is, by 
this reasoning, to give it back to the children! 

The Nature hypothesis had, howevel", with Adam Smith 
another powerful ally besides theology in the idea of liberty. 
The idea of oivil and religious liberty, of resistance to arbitrary 
government 'and unequal laws, of confidence in individual 
reason and private judgment as opposed to the dictate~ of 
external authority, had begun even in the seventllenth Qentury 
to spread from the world of religion and politics to the daily 
business of life. At the beginning of the second half of the 
eighteenth century the predominant form which this idea took 
was the liberation of individual effort in the world of industry 
and trade frolU oppressive restrictions and arbitrary and unequal 
imposts; alld it found in the Code of Nature a quasi-philosophical 
basis on whioh to build a complete economic 'system of natural 
liberty.' The Frellch Revolution, of which the seeds were then 
being sown by the Economistes (or Physiocrates, as they were 
afterwards called, from the name they gave to their system, a 
name denoting the government of society by nature or natural 
laws), was, in its origin, an economic revolution, a 'rebellion of 
the belly,' stirred up Ilb initio by the Economistes, who saw in 
the fetters aUll insecurity of industry the cause of the poverty 
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of France, and in the superior freedom and security of its culti
vators and tradespeople the secret of the superior prosperity ot 
Great Britain. Living in such a world of human misgovernment 
and suffering toil, beholding, as the Physiocrates did, all th~ 
natural sources of wealth locked up by human laws, it is not 
surprising that the doctrine of a Code of Nature, of natural rights 
of liQjJrty and property, of a natural organization of society f01" 
the increase of human prosperity lllld a. just distribution of the 
fruits of the earth and of industry, came upon them like a new 
revelation, and carried the authority of one. Thus, like Adam 
Smith, on whom their doctrines had no small influence, the 
Physiocrates invested the ideal Code of Nature, which had come 
to them through the lawyers of their country from the j uris
prudence of Rome, with a. divine origin, and found in it a. 
complete circumscription and definition of the province of human 
sovereignty. The three same fundamental conceptions derived 
from the three same sources-from GralCo-Roman speculation, 
from Christian theology, and nom the revolt of the age against 
arbitrary interference with private industry and unequal imposts 
on the fruits of labour, formed the groundwork of the political 
economy of Adam Smith and the Physiocrates: the 80le 
difference in this respect is, that the latter gave the name 
politic!,-l eoonomy to the whole of social philosophy, while Adam 
Smith limits the particular name to a department of social 
l?hilosophy relating to wealth, and that they enunciated these 
dootrines as laws of Nature and God with more passionate 
emphasis. Adam Smith had not derived any 01 the three funda
mental ideas of his political economy nom the Physiocrates
for those ideas came to both from the history and philosophy of 
the past, and from the circumstances of the age-but he was 
stronglj confirmed in them by·his visits to France, his personal 
intercourse with them, and' his study of their writings; he 
caught from them, moreover, not .only partioular pro!,ositions 
and expressions, but something of the lorm which his doctrine 
of natural distribution has taken, and alBo the precise limitation 
which he gives to the functions of the State. 

Smith was himself 80 sensible of his debt to the Physiocrates, 
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that he not only speaks of Quesnay's system as 'the nearest 
approximation to the truth that' had been published upon the 
subject of political economy,' but was prevented only by 
Quesnay's death from dedicating to him his own great treatise. 
lIe was, however, under a much more solid obligation to a much 
greater Frenchman, the illustrious Montesquieu. Mr. Buokle, 
who in his excellent chapters on the·' Intellectual History of 
France' justly traces to England the origination of the spirit 
of liberty which in the eighteenth century took possession of 
Prench philosophy, nevertheless does injustice at once to France 
and to Great Britain in overlooking the influence of Montesquieu 
over Scotch philosophy in Adam Smith's age. And the same 
oversight, coupled with a. view of political economy which 
Mr. Buckle himself adopted from Ricardo and his school, leads 
llim to describe Adam Smith's method as entirely deductive. The 
philosophy of Great Britain, Mr. Buckle affirms, owes nothing 

"I France j and he represents the intellect of Scotland as having, 
.... der clerical guidance, become wholly deductive, referring as 
a crucial example to Adam Smith, Scotland's most eminent 
political philosopher. The clerical system of deductive reasoning 
certainly runs through and warps the whole philosophy of Adam 
Smith. Nevertheless, his philosophical love of truth, and of 
interrogating nature. itself in its real phenomena, and the 
induotive method of aoing so which Scotch philosophy ill his 
age had adopted from Montesquieu, preserved him from many 
errors into which the method of deduction from assumptions. 
respecting Nature and its laws has led one school of his followers, 
which at the present day is not backward in claiming the 
cleril'al prerogative of orthodoxy. It has already been observed 
that two opposite systems of reasoning were beforo the world in 
Adam Smith's age, and that he combined them both~the 
system of reasoning from a theoretical law d£ Nature, and the 
historical inductive method of Montesquieu, which traces the 
real order of things, and seeks in the circumstances and history 
of society the explanation of its different states in different ages 
and countries. The latter method had a powerful attraction for 
a new school of politioal- and jural philosophy in Scotland to. 
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which Adam Smith belonged. Lord Kaimes, his literary 
patron, and Millar, his own pupil, alike followed Montesquieu's 
method. Dalrymple, also a disciple of Lord Kaimes, states in 
the dedication of his 'History of Feudal Property '-a work 
which seems to have afforded Adam Smith not a few important 
suggestions-that much of his manuscript had actually been 
'revised by the greatest genius of the age, President Montes
quieu.' And Millar expressly states that in his lectures on the 
Philosophy of Law, his great master' followed the plan which 
seems to have been suggested by Montesquieu ; endeavouring to 
trace the gradual progress of jurisprudence from the earliest to 
the most refined ages, and to point out the effect of those arts 
which contribute to subsistence and to the accumulation of 
pr<?perty in producing corresponding improvements in law and 
government.' Dut, as Mr. Duckle himself says, Adam Smith's 
political economy and the rest of his philosophy were 'part of 
a single scheme.' And a comparison of Books III., IV., and v. 
(chapter i.) ofthe 'Wealth of Nations' with Adam Smith's own 
description, on the one hand, of the work he had previously 
contemplated on the History of Law, and Millar's acconnt oC 
his lectures, on the other, shows how closely connected were his 
economio and. his jural researohes. So closely indeed were they 
so, that internal evidence confirms the statement of Dugald 
Stewart, that he actually publish!ld in the' Wealth of Nations' 
a valuable part of the work he had long before announced on 
the jural history of mankind; and we have in this fact a pro
bable explanation of the story that he destroyed a few days 
before his death the manuscript of his lectures on jurisprudence. 
He preserved in the' Wealth of Nations' what he probably 
thoug}l.t their most valuable results.· 

• An eminent Scotch philosopher of the ~resent day, Mr. Alexander Ba.m, htu 
~~pressed to me a doubt that Adam Smith destroyed anytlung w weh he conSIdered 
valuable; adding, that he was little disposed to conPider anytbing to which 
be bad given researcb and thought of small value. The pre.arvation 01 the chief 
results of his jural studies in the Wltlltl. of NatwfII reooncilea Mr. Bain', opinion 
on this point with the destruction of the mannscripts, of which there _ms to Ole 

.conclusive evidence. . 
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The problem whioh Adam Smith proposed to himself was by 
DO means only the illusive one, What is a priori the order of 
Nature, or • the natural progress of opulenoe P' He inquired 
further' What had been the actual order of things, the actual 
progress of opulenoe, and its causes P' What had occasioned 
the slow progress of Europe from the time of the barbarian con
quests down to modern times P What the more rapid advance of 
Great Britain than of France and other parts of the continent? 
To answer these inquiries he subjected the phenomena of history 
and the existing state of the world to a searching investigation, 
traced the actual eoonomio progress of difi'erent oountries, the 
iulluenct's of laws of suooession, and of the politioal distribution 
of property, the action and reaction of legal and industrial 
changes, and the real movements of wages and profits so far as 
thE'Y could be ascortained. Nor was he content with the induc
tious of the oloset from written evidence-though necessari1y the 
most important field of iuductive investigation in so~al philosophy 
-he compared all the phenomena which careful personal obser
vation, both in his own country and in France, had brought under 
his view. In short, he added to the experience of mankind a 
brge personal experience for iuductive investigation. Even the 
Physioerates, although their study of actual phenomena was 
much less comprehensive and minute, though they were far more 
given to acoepting at once their own unverified ideas as laws of 
nature, yet by no means neglected experience entirely. They 
had stu!lied the eoonomio oondition of their own country, and 
compared it with what they knew of Great Britain j and they 
believed their theories of the natural order of things founded on 
the evidEluce of the results of interferenoe 'With industry and 
spoliation of its fruits on the one hand, ~nd of individual liberty 
and security of property on the other. The extent to which 
observation guided their dootrines is remarkably illusbated by 
their division substantiall;y into two sohools, whose conolusions, 
though converging in the main, were reached by different 
paths of personal experience, and moulded by it. Quesnay, the 
Bon of a small farmer, reared in the country amid the su:fferings 
of the peasantry and the stagnation of agriculture under despotic 

D 
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restriction and ruinous impost~, and knowing of what imprisone(l 
riohes the soil was possessed, taught that land W1J.8 the I<ole 
original souroe of wealth, agrioulture the sole really productive 
employment, to whose fruits olher industries gave only chang~s 
of form or place. Gournay, on the other hand, a merchant 
himself, and of a line of merohants, made the freedom of trade 
his'l!taple dootrine, and summed up in the maxim, Lai88el: /aire 
et passer, the duties of government.· The distinotion exemplifies, 
moreover, that influence of personal history on the forms of 
politioal economy to whioh referenoe has been made. 

There ran thus through the political economy of hoth Adam 
Smith and the Physiocrates, though much more extensively and 
systematically in the former, It combination of the experience 
philosophy, of induotive investigation, with a pl'iori speculation 
derived from the Nature hypothesis. Hence, while on one hand 
the induotive method preserved the great Sootchman from grave 
errors into' wJ1ich not a few of his English followers in the 
mother-country of induotive philosophy have been led by the a 
pl'iori method, on the Qther hand the bias given by preoonceived 
ideas was so strong in the case of Smith himseH, as to ca~se him 
to see in all his inductions proofs of a complete code of natura
of a beneficent ordet of nature flowing from individual li~rty 
and the natural desires and dispositions of men. Like the 
Physiocrates,he blended the so-called' evidence; or self-evidence, 
of the law of nature in itseH. with the evidence of phenomena 
(Jarefully collated and sifted. The truth is, that Smith wrote 
before the physical sciences had developed canODS of induction, 
and he thought an induction complete when he had obtained an 
immense number of instances, and a. theory proved when it 
seemed to fit every observed case. Throughout history, and 
over Europe, he saw nothing but disorder and misery from such 
human legislation as the world had known, wherever it went 
beyond protecting personal liberty and property; he saw on all 
sides a mass of poverty traceable to State interference; the only 

• Le8 Econollmtr8 FraHrlli. tll4 XYIII"., Soule, by M. Leooce de Lavergne, 
pp. 17:1-5. 
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souroes of whatever wealth and prosperity existed were the 
natural motives to industry, and the natural powers of produotion 
of individual men, and he leaped to the conclusion that nothing 
was requisite but to leave Nature to itself, that complete harmony 
existed between individual and publio interests, and that the 
natural conduot of mankind secured not only the greatest 
abundance, but an equal distribution of wealth. He thought he 
found in phenomena positive proof of the Law of Nature, and of 
the oharacter of its enactments. We find here the explanation 
-of the seeming contradiction which Adam Smith's combination of 
the theory of natural Law with the inductive historical method 
gives to Mr. Maine's proposition 'that the book of Montesquieu, 
with all its defects, still prooeeded on that Historical Method, 
before which the Law of Nature has never maintained its footing 
for an instant.' It is incontrovertible that historical investi
gation ounvicts the Nature hypothesis of reproduoing a mere 
fiction of ancient philosophy; nevertheless Adam i\mith, partly 
under the bias given by the theory itself, partly because the 
method of interrogating Nature itself was new, and the callons 
of induction unsettled, oonceived that the method of Montesquieu 
proved the truth of the theory of Nature; in short. that nature, 
",hea interrogated, oonfirmed his anticipations of Nature. 

One .cause of the misconoeption that Adam Smith's economio 
nlethod was one of mere a pl'iori deduction is the arrangement 
he has adopted in the order of the five books of the ' Wealth of 
Nations.' In the order of logic the third and fourth books come 
before the first and second. They oontain the induction on 
which is based the oonclusion that the State has only to protect 
individual liberty, and the natural effort of every individual to 
better his own condition-or, in one worg. (with which his first 
book begins), labour-will supply in the most ample manner all 
the necessfLl'ies and conveniences of life, will divide its functions 
spontaneously in the best manner, and will distribute its produce 
in a. natural. order, and with the utmost equality. It has 
already been suggested that no such complete organization for 
the distribution of wealth is made "by individual action, or what 
.Adam Smith called Nature. Mr. Mill has shown the fallacy'of 

D2 
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defining political economy 8S the science of exchanges; a defini
tion which, besides omitting some of the most important conditions 
~etermining the production of wealth, overlooks the truth that 
human institutions, laws .of property and succession, are neces
sarily. cbief agencies in determining its distribution. And it 
affords an instructive exemplification of the two methods which 
Ad~ Smith combined, a priOI';' deduction from supposed 
principles of Nature, and inductive investigation of facts, that 
when the order of Nature is present to his mind, he finds II. com
plete natural organization for the distribution of wealth, and no 
function for the State in the matter; but when he traces the 
actual progress of opulence, his readers are confronted at once 
with laws of Buccession, to which he traces the slow and irregular 
course of European progress after the barbarian conquests; 
laws founded on those conquests, and designed to perpetuate the 
unequal distribution of wealth they effected; laws whicli are
potent agencies in the distribution of wealth iu England to this 
day, and in the determination of its whole social and industrial 
economy. 

But even while tracing in his first book the' natural' distri· 
bution of wealth by exohange, or as he expresses it, 'the order 
according to which the produce of labour is naturally distributed 
among the different ranks of the people,' Adam Smith ~as been 
preserved by the inductive methoa which he combined with 
a priori deduction from enormous fallacies into which the school 
of Ricardo has since been betrayed by their method of pure 
deduction. The ancient theory of nnturallaw involved the idea • of uniformity and equality; and this idea. in Adam Smith's 
case was powerfully reinforced both by that of an ideal order 
ded.ucible from the equity and equal benevolence towards man
kind of the Author of Nature, and by the love of system .. 
symmetry, and harmonious arrangement which plays a. conspicu
ous part in the' Theory of Moral Sentiments,' because it did 80 

in the author's own mind. With all these oonceptions the theory 
of a complete equality of the advantages and disadvantages of 
di.fferent h~an occupations, and an equality, in that sense, 
of wages and profits, had obviously a powerful attl'8.<ltion for 
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Smith. It affords surprising evidence of his true philosophical 
spirit of inquiry into facts that he should nevertheless have 
denied the actual equality of wages and profits, traced the great 
actual inequalities to their causes, and defined the conditions of 
equality and inequality, and the aotual effeot of industrial pro
gress on these movements, in suoh a mannel' as to indioate the 
very progressive divergenoe w"hioh can be shown to have sIDce 
taken place, and whioh a school of model'll eoonomists not only 
ignores, but sometimes angrily denies, &.8 inoonsistent with its 
(I prio/', deduotions. Adam Smith, for his own part, not only 
limited ab initio the tendenoy to equality to what was practically 
the sallie neighbourhood, but pointed out that the kingdom was 
ill fact divided into a number of different neighbourhoods with 
very differeI\t ,rates. Secondly, he traced many of the actual 
inequalities to pernicious institutions, a class of causes of 
iuequulity which later eoonomists,have done much to perpetuate 
by affirming a Bubstantial equality. Thirdly, in plaoe of 
insisting that oompetition alone determines the, rate of wages, 
and gives the labourer the utmost value of what he produoes, 
AdlUll Smith maintained that combination on one hand, ta.cii or 
-open, on the part of employers, was the normal condition of 
things; while, on the other, the neoessitous position of the 
labourer exposed him to the exaotion of very unequal terms. 
Fourthly, he expressly confined the tendency to equality in the 
·case of both wages and profits, even where competition was in 
full anu free activity, to a stationary and simple condition of 
the industrial world. Fifthly, he showed that in plaoe of 
equalizing wages, industrial progress had already produced 
great inequalities in England, and was beginning to do so in 
Sootland. 

After observing that the price of labour varied much more 
in England than in Scotland, he adds: • In the last century the 
most usual day wages of common labour through the greater 
part of Scotland were sixpence in summer and fivepenoe in 
winter. Three shillings a-week, the same prioe very nearly, 
~till continues to be paid in 80me parts of the Highlands. 
Through the greater part of the low oountry the most UBupl 
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wages of common labour are now eigMpence a-day; tenpencep 

and sometimes a shilling about Edinburgh, in the counties 
which border upon England, and in a few other plac('s where 
there has lately been a considerable rise in the demand for labour, 
about Glasgow, Carron, Ayrshire, &0. In England the improve
ments of agrioulture, manufactures, and commerce hegan much 
earlier. than in Scotland. The demand for labour, and conse
quently its price, must necessarily have increased with those 
improvements.' .. 

Manufaotures and trade on a great scale were only beginning 
in Sootland; the steam-engine had not yet been brought to bear 
on the mine or the loom when the' Wealth of Nations' was 
composed; and the great inequalities in the local demand for 
labour throughout the kingdom, which have followed in the 
wake of steam, were yet to appear. Adam Smith, in truth, 
lived in a very early industrial world; the only steam-engine 
he refers t() is Newcomen's; the word' manufacture' had not 
lost its true meaning and become as inappropriate as hideous. 
In the clothing manufacture, he expressly says, the division of 
labour was nearly the same as it had been for a century, and 
the machines employed wer~ the same; adding that only three 
improvements in them of any importance had taken place since 
the reign of Edward IV. In plaoe of the infinite diversities of 
complexity and difficulty in the different employments of capital 
whioh have followed the progress of mechanics and chemistry, 
all modes of employing capital were, he says, about equally easy. 
The foreign trade of the kingdom was 80 small that he computed 
the annual importation of com at only 23,000 quarters, Ilnd 
conoluded that the freest importation never could sensibly affeot 
prices in the home market. 

In short, he applied the dootrine of equality only to a simpl& 
and almost stationary condition of industry and neighbourhood 
trade, in which few changes in. the mode of proouction or the 
channels of trade took place from. one century to another, and 
in which the inhabitants of each neighboUl'hood might com
paratively easily estimate the profits and prospects of each 
different employment; and even to such a world, o~y with . · 
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many modifications and exoeptions. To suoh a world, in positive 
torms, he limited the tendency to equality which has been made 
by his 'lUocessors, not only an unconditional assumption, but the 
basis of finanoe. The truth is, that the doctrine of a tendency 
to equality is a mere theorem in political economy j and a 
theorem which imports the tendency only under special conditions 
well enunciated by Adam Smith-oonditions the opp08i~es of 
those which prevail in the present industrial world. 

A state of the industrial world whioh was exceptional in 
Adam Smith's time is the normal state in our own j and it is 
oeltRin, both from his positive doctrine and from his olose 
attelltion to the realities of life, that had he lived even two 
generations later, his general theory of the organization of the 
economio world and the resuIt~ of the competition for economio 
life would have been cast in a very different mould. Alike in 
the theory of Nature whioh pervades his entire philosophy of 
society, and in his general conoeptions of the industrial world, 
we traoe the influence of the early world in which he lived. 
One striking example of this is that one-half of society has been 
almost entirely overlooked in his philosophy. His lang~age 
appears at first sight to point to unrestrioted liberty as the 
unoonditional principle of a true politioal econOmy, and the 
indispensable requisite of the full development of the economio 
resouroes of nature; but on oloser inspection it will be found 
that where he speaks of 'the natural effort of every individual 
to better his own condition, when suffered to exert itself with 
freedom and security,' as the cause of national wealth and 
prosperity, he had only the half of the nation denoted by the 
masculine pronoun in his mind j he meant only what he else
where says, , the natural effort of every man.' He seems to 
have been perfeotly oontent-though it involves an inoonsistency 
whioh is fatal to his whole theory-with the existing restraints 
011 the energies of women; and the only effort on the part of a. 
woman to better her qwn condition whioh he has in view is " to 
become the mistress of a. family.' In the only passage in the 
• WeaIth of Nations' in w hioh women are referred to, we discover 
at once how far was he ft:om having developed universal laws of 
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industry and wealth, how far he was from escaping from the 
ideas of a primitive world. 'There are,' he said, 'no puhlio 
institutions for the education of women, and there is accoJ:dingly 
nothing useless, absurd, or fantastical, in the common course of 
their education. They are taught what their parents or guardians 
judge it necessary or useful for them to learn, and they are 
taught nothing else. Every part of their education tends 
evidently to some useful purpose-either to improve the natural 
attractions of their person, or to form their minds to reserve, to 
modesty, to chastity, and to economy; to render them both 
likely to become the inistresses of 0. family, and to behave 
properly when they have become such. In every part of her 
life a. woman feels ~ome convenience or advantage from every 
part ()f her education.' 

Although' the obvious and simple system of natural liberty ~ 
is the foundation of Smith's whole system, though he regarded 
it as the law' of the beneficent Author of N ature~ it turns. out 
that h~ applied it only to one-hall of mankind. The reason ii 
that the law and the exception alike came to him from the age 
in which he lived, and the ideas of a yet earlier state of society. 
The insurrection against the oppressive and unequal economio 
regi"me of the llast was as yet only on the part of men; and the 
very theory of the Law of Nature which men invoked for their 
own emancipation, as it was the offspring of the speculation of 
the ancient world, so it bore the impress of its narrowness and 
injustice. 



IV . 

.. SOME LEADING PRINCIPLES OF POLITICAL ECONOMY 

NEWLY EXPOUNDED,' BY PROFESSOR CAIRNES." 

ANY new work by Mr. Cairnes would be sure of a 8ucces d'estime, 
but the present is one, the importance of which the 4!conomist 
most opposed to some of the principles it expounds with so much 
force, clearness, and skill, will not call in question. Its very 
importance, on the other hand, the high reputation or its author, 
and the consummate literary art it displays, impose on a re
viewer the duty of sifting it closely. Mr. Cairnes himself sets 
an example of independent criticism. Thus he speaks of Mr. 
Mill's doctrine of.. cost of production as 'radically uuso~d, 
confounding things in their own nature distinct and even anti
thetical, setting in an essentially false light the incidents of 
production and exchange, and leading to practical errors of a 
serious kind, not merely with regard to value, but also wi~h 
regard to Bome. other important doctrines of the science.' 

As we, for our own part, think not a few of Mr. Cairnes' 
-own positions, including his doctrine of the relation of cost of 
production to value, untenable, we must claim for ourselves like 
independence of judgment and freedom of speech. Mr. Cairnes, 
we may observe, overestimates sometimes the amount of authority 
.opposed to his Own views, sometimes the amount on their side. 
In the case just referred to he too .hastilyassumes that the 
view he dissents from' has the general concurrence of econo
mists.' The English market for economic publications is ex
tremely limited j the works on the subject are necessarily few j 
but it is notorious that various doctrines to be met with in the 

• TII8 .J.cadem!l. June 27. 1874. 
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English text-books have often been questioned in lectures, 
articles, discussions, and private conversation; and that the 
general concurrence even of English economists-of whom 
alone English economists are apt to take account-ought not 
to be assumed from the agreement of those books. In the 
seoond place, the definition of cost of produotion whioh Mr. 
Oairnes j>uts forward had, in faot, been set forth in very similar 
terms in a treatise whioh has gone through many editions. 
Mr. Senior, critioising Malthus for terming profit a part of the 
cost of produotion, Bays, 'Want of the term abstinence has 
led Mr. Malthus into inacouraoy. • • an inaocuro:oy pre
cisely similar to that committed by thoBe who term wages 0. 

part of the cost of produetion.' Mr. Senior proceeds to define 
c~st of production as • the sum of the labour and abstinenoe 
neoessary to produotion.' Mr. Senior's analysis is, indeed, de
feotive in omitting the element of rif!k, but that defect is beside 
the question, and in respect to it we may observe that Mr. 
Oairnes too narrowly limits it, in tlie case of the labourer, t~ 
risk to mental and bodily faculties. The labourer often sllares 
the pecuniary risks of the capitalist's enterprise; he runs the 
risk of being thrown out of work and -wages at a critical time; 
and this is only one of a number of facts inconsistent with the 
assumption of an equality of wages, even within the limits. 
which Mr. Cairnes sets to it. 

The doctrine of cost of production 'involves the whole theory 
of wages and profit: and an immense superstructure which hl13 
been built on what Mr. Oairnes would call the orthodox theory~ 
must stand or fall with that theory. The subject ma.y he c<.>o
veniently approached by an examination of the doctrine of • the 
Wages Fund' and an • average rate of wages,' for which Mr. 
Oairnes contends. An instance has just been noticed of an 
over-estimate, on his part, of the amount of dUference between 
his own views and those of other economists: we here meet with 
one of an over-estimate of the amount of support from autho
rity which Mr. Cairnes is entitled to claim for his own view. 
lie terms his own side of the question with respect to the Wages. 
Fund ' the orthodox side.' If orthodoxy in economics is to be 
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determined by authority, some weight surely is to be attached to 
continental authority. And in Germany, as Dr. Gustav Cohn 
has lately pointed out, the doctrine of a Wages Fund was con
troverted more than fifty years ago, and has been repeatedly 
assailed since; nor does it now form, we believe we may affirm, 
an article of the creed of any scientific school of German 
economists. It is condemned by M. Emile de Laveleye, of 
Belgium, to whom Mr. Cairnes will not deny a place in the 
front rank of European economists. French economists have 
never been polled on the· question, but it is at least certain 
that the notion that there is an aggregate national wages fund, 
the proportion of which to the entire number of labourers 
determines the general rate of wages, is incompatible with the 
exposition which M. Leonce de Lavergne-who, it is needless 
t,o say, combines the highest theoretical attainments with the 
most extensive knowledge of the actual economio phenomena of 
his own country-has given of the diversity of the rates of 
wages and the causes determining them, in different parts of 
France. In England the doctrine was, after mature considera
tion, abandoned by Mr. Mill; it bas been vigorously assailed by 
Mr. Thornton j it is repudiated by Mr. Jevons; and among 
other economists in this country the present reviewer long ago 
combated it. On the whole, we believe that the chief weight 
of European authority is against the doctrine, and that it is a 
heresy, if that oonstitutes one. But the terms orthodo3:yand 
heresy are singularly inappropriate in philosophical discussions. 
What philosophy seeks is reason and truth, not authority; and 
we will briefly state some of the grounds of reason and fact on 
which we take our stand in maintaining that an aggregate 
wages fund and an alerage rate of wages are mere fictions-;
fiotions which have done much harm, both theoretically and 
pra.oticolly, by hiding' the real rates of wages, the real causes 
which govern them, a.nd the real sources from which wages 
proceed. In every country in Europe, the rates of wages even 
in the same occupation vary from place to place; in other words, 
the same amount of labour and sacrifice of the same kind is 
differently remunerated in different localities. The Devonshire, 
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Somersetshire, or Dorsetshire labourer has been earning for the 
last fifty years less than half what the same man might have 
ilarned in Northumberland; the pay of Belgian farm labour i& 
three times higher in the valley of the Meuse than in the 
Campine, and twice as high as in Flanders; it varies likewis6 
prodigiously in Germany, even in adjoining districts. Whence 
thes6 diversities 11 The reason, obviously, is that distinct and 
dissimilar conditions determine wages in different parts of each 
country. Mr. Cairnes urges: 'A rise of wages, let us suppose, 
occurs in the coal trade: does anyo~e suppose that this could 
continue without affecting wages, not merely in other mining 
industries in full competition with coal mining, but in industries 
the most remote from coal mining-industries·alike higher and 
lower in the industrial scale? Most undoubtedly it could not.' 

We answer, most undoubtedly it could, and actually dill. 
Wages rose continuously for a century in mining and other in
dustries in some counties in England. while in others the earn
ings of the agricultural labourer remained stationary through
out the whole period. In 1850, Mr. Caird found the rate of 
agricultural wages in one northern parish 16s. 8 week, in another 
parish in the south only 6s. a week. In the former parish, 
mines and manufactures competed with farming for labour; in 
the latter, the one employer was a farmer holding 5000 acres. 
Would it be reasonable to say there was an average rate in the 
two parishes of th. a-week, resulting from the ratio of the 
aggregat~ wages fund to the number of labourers in both? 
What share had the southern labourer in the funds from which 
his fellow in the north earned his 168. a.·week P In like manner 
the funds expended in wages in the Rhine Province no more 
govern the price of labour in Pomerania. and Posen than in 
Cornwall or Kent. A farm labourer in Flanders earns 1 fro 
.f.iO o. a-day; an inferior lahourer in another part of Delgium. 
may earn 3 fro 50 o. and upwards. 'Why l' Decause the 
Fleming no more shares in the .funds which afford such high 
wages around Charleroi and Liege than a provincial journalist 
does in the funda from which the writers of the' Times' are 
remunerated. Moreover, to speak of the ratio of an aggregate 
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wages fund to the number of labourers as determining wages in 
each country surely implies that the sum expendible in wages at 
any given time is a fixedquantitYi and,accordingly,M.deLave
leye remarks that one of many facts which give a practical refuta
tion to the doctrine is that wages have recently risen in some parts 
of Belgium at the expense of rent. The demand for labour in 
manufactures on the one hand, and the novel attitude of the 
Belgian farm labourer on the other, have compelled farmers in 
certain districts to raise wag~to. a point at which farming has 
become a losing business r rents, therefore, are falling. It was 
seriously urged against trade-unions. and combinations of 
labourers in England a few years ago by some advocates of the 
doctrine of the wages fund, that wages conld not be raised by 
com1iuation in one trade or locality without a proportionate fall 
of wages elsewhere, there being only a certain aggregate fund 
to be distributed. Mr. Heath's statement, however, is incontro
vertible, that the mere report of the formation of an agricultural 
labourers' union in Warwickshire raised wages immediately 
in several neighbouring counties, and it will hardly be con
tended that there was a corresponding fall in other counties. 

It is evident that the result has been mistaken for the cause; 
that the aggregate amount of ~ages is nothing but the sum of 
the particular amounts in aU particular cases taken together; 
and that it would be as rational to say that the income of each 
individual in the United Kingdom depends on the proportion 
of the total national income to the number of individuals, as to 
say that the wages of each labourer in every place and in every 
occupation depend on the ratio of the sum total of wages to the 
total number of labourers. The statistician may find some 
interest in calculating the average rate resulting from the ratio 
of the aggregate amount of w:ages, if it could be ascertained, to 
the number of labourers in the kingdom; but the economist 
deludes himself and misleads others by representing this as the 
problem of wages. If farm wages be lOs. a-week in Devonshire. 
and 208. in Northumberland, to say that the average rate is 158. 
a-week is to speak of a rate which has no existence in either, 
and to withdraw attention from the causes of the real rates in 
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both. _ In ever! country, instead of an averllge or common rate 
of wages, there is a great number of diJIerent rates, and the real 
problem is;What are the causes which produce these different 
rates? Hence we are driven to conclude that Yr. Cairnes is 
not 'justified,' to use his own words, 'in generalizing the various 
facts of wages into a single conception, and in dlgcussing 
"general" or " average wages!" 

At lhis point we are brought to inquire whether there is any 
better reason for maintaining the existence of an average rate 
of profit. The doctrine of average prt>fit is closely connected iil 
Mr. Cairnes' exposition with that of average wages. While 
contending, erroneously as we have ehown, for an equnlity of 
wages throughout all similar occupations in the same country, 
he admits that working classes of very different degrees of skill 
do not compete, and may be paid at different rates f,)r equal 
sacrifice and exertion. But, he adds, 'though labourers in 
certain departments of industry are practically cut off from 
competition with labourers in other departments, the competition 
of capitalists is effective over the whole field. The communica
tion between the different sections of industrial life, which is Dot 
kept open by the movements of labour, is effectually maintained 
by the action. of capital constantly moving towards the more 
profitable employments. In this way our entire industrial 
organization becomes a connected system, any change occurring 
in any part of which will extend itself to others, and entail 
complementary changes.' 

In Yr. Cairnes' view, if wages were below par in any trade 
or locality, although the labourers there might not be able to 
migrate, a movement of capital seeking cheap labour would at 
once set in. It might almost be a sufficient refutation of this 
doctrine, in relation both to wages and to profit, to roint out 
that no migration of capital has equalized the wages of agricul
tural labourers in any country in Europe. What migration 
there has been-and it has been altogether inadequate to produce 
an approach to equality of wages-has b~n almost altogether 
a migration of labour. Moreover, if in a single occupation !'Q 

simple as that of agricultural labour there has been no BUCU. 
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effective competitioa as Mr. Cairnes assumes, there seems some 
antecedent reason for suspecting error in the assumption of such 
an effective competition among capitalists as to equalize th" 
rat.es of profit in all the countless employments of capital. 
There is something like a circular movement in Mr. Cairnes' 
re~oning on this subject. He first argues-' Each competitor, 
aiming at the largest reward in return for his sacrifices, will be 
drawn towards the occupations which happen at· the time to be 
the best remunerated; while he will equally be rcpelled from 
those in which the remuneration is below the average level. 
The supply of products proceeding from the better paid employ
ments will thus be increased, and that from'the less remunera
tive reduced, until supply, aotin~ on price, corrects the inequality. 
and brings remuneration into proportion with the sacrifices 
undergone.' 

TIut afterwards we read-' The one and suffioient test of the 
existence ot an effeotive industrial oompetition is the corre· 
spondence of remuneration with the sacrifices undergone-a 
substantial equality, that is to say, making allowance for the 
different circumstances of different industries, of profits and 
wages. Such a test applied to domestic transactions shows the 
existence of a very large amount of effective industrial competi
tion throughout the various industries carried on within the 
limits of a single country. The oompetition of different capitals 
within. such limits may be said to be universally effective.' 

Is not this very like arguing that the equality of profits is 
provod by the fact that there is an effective competition of 
capital, and that the equality of profits proves the fact of an 
effective competition? Nor is this the only teeming flaw in 
Mr. Cairnes' logic. In proof of the equalization of profits, he 
urges that capital deserts or avoids oocupations which are known 
to be comparatively unremunerative; while if large profits are 
known to be realized in any investment, there is a flow of oapital 
towards it: H~nce it is inferred that capital finds its level like 
watt'r. TIut surel, the movement of ~apital from losing to 
highly profitable trades proves only a great inequality of profits. 
There is, in liko manner, a considerable emigration of labourers 
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from Europe to America.: does that pr~ve that wages are
equalized over the two continents? Let Mr. Cairnes himself 
answer-' Great as has been the emigration from Europe to th~ 
United States, it may be doubted if any appreciable e:IIect has 
been produced on the rates of wages in the latter country. 
Throughout the Union, wages remain in aU occupations very 
considerably higber than in the corresponding occupations in 
this country.' 

Elsewhere he estimates American wages at twice the 
English, and four times the German rate. The emigration 
of labour, thus, is neither sign nor cause of an equality of 
wages; it is, on the contrary, consequence and proof of their 
inequality; and the migration pf capital from losing or un
profitable to promising businesses, in like manner, only lands. 
those who refer to it in evidence of the equalization of profits 
in an ignoratio elenchi. Mr. Cairnes, it seems clear, has not 
taken into oonsideration tbe main objectionl!! to the doctrine h 
espouses. The only objections he notices are the diffioulty of 
transferring buildings, plant, and material from one use t() 
another; and of learning a new branch of business. The fact 
is, that there are, in the first place, no means whatever of 
knowing the profits and prospects of all the occupations and 
investments of capital. No capitalist knows so much as the 
names, or even the number of the trades in the London Direc
tory, 'only a. part of the trades of the kingdom; and their 
number and names are yearly increasing. If, again, there 
were any statistios showing the actual gains of the different 
trades, they would show that the profit8 of the individual 
members of each trade vary immensely. 

The bm:!iness of insurance used to be thought one in which 
there was a. certain general rate of profit. 13ut a few years ago 
the subject was investigated by Mr. Black, and also in the" 
'Economist,' and the result arrived at was the fact of ' extremes 
of success and disaster in the experience of companies still 
underwriting.' Mr. Cairnes' reasoning assumes that the profits 
of every business are well known; but as they vary greatly 
v.ith different companies and different individuals, the assump-
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tion implies that individual profits are known. If they were, 
it would be seen . that to speak of the average profits, even of a. 
Ilingle business, ill idle. Moreover, even if the past profits of 
every individual in every trade wei'e known, it would be a 
serioue elTor on the part of capitalists, though one which they 
often commit, to judge of the future from the past. The change!! 
in production and the conditions of trades, in international 
competition, and in prices, the effects of speculation, fluotuations 
of credit, and oommeroial crises, of scarce and abundant seasons, 
wars and other polit.ioal events, new disooveries and inventions, 
would upset all these calculations. Curiously enough, Mr. 
Cairnes himself has maintained that the new gold mines intro
duced a disturbing element which will probably affeot profits 
fOT thirty or forty years. Ricardo admitted that at the very 
time he was building a pile of theory on the assumption of an 
equality of profits, the return of peace had made them in fact 
very unequal. Had he looked back for a quarter of a century, 
be would have found abundant proof that they had been very 
unequal throughout the long war; and had he been able 'to 
foresee the immediate future, he would have learned from the 
crisis of 1825, which Mr. TookS'so well described, how blindly 
meroantile men often reason, how far they are from possessing 
the knowledge, sagaoity, and prescience his theory supposed. 
So far, indeed, are men in business from knowing the conditions 
on which future prioes and. profits depend, that they are often 
ignorant. after the event, of the oauses of their own past profits 
and losses. Not a single farmer or corn merohant, no witness 
wllatevel' before the parliamentary committees save himself, 
Mr. Tooke states, dreamt of referring the high prioes of oorn in 
the early part of this oentury to the succession of bad harvests. 
It is not even true that losing businesses are always abandoned. 
Hope springs eternal in the human breast. and it is an old 
saying that all the mines in Cornwall are worked at aloes
that is to say, the average result is a. balance on the wrong side. 
Mr. Mill, indeed, has reduced the supposed equality to one not 
of aotual profits, but of expeotations of profit. There is not 
however, even this: no capitalist ever attempts to survey th; 

E 
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whole field, or to estimate the probable relative gains of every 
investment. 

The doctrine of average profit, like that of average wageR, 
thus faIls to the ground, and with it falls the superstructure 
built on it, including Yr. Cairnes' doctrine of value. • The 
indispensable condition,' he states, 'to the action of cost of 
production is the existence of an effective competition amongst 

. those ~ngaged in industrial pursuits '-that is to say, a com
petition which equalizes profits; and we have seen that no such 
competition is possible. If we are, in economia theory, to 
exhaust space and time of their contents, and to suppose a. 
vacuum in which no obstacles to the movements of labour and 
<lapital in pursUit of gain exist within the limits of each country, 
so that wages and profits are equalized, why not apply the same 
supposition to international trade and international nlues? 
We might, in like manner, theorise about wages, profit, prices, 
and rent at the bottom of the ocean on the supposition of the 
absence of water. The truth is-and it is a. truth which Mr. 
Cairnes has missed, though he has made an important step 
towards it-that the principle -regulating domestic as well as 
international values is not cost of production, but • the equation 
()f demand,' or 4 demand and supply i' though the formula is 
()ne which requires much interpretation, and by no means 
contains in its very terms the full explanation of values and 
prices which many people suppose. 

But mpre than the superstructure of economio theory built 
on the doctrine of cost of production faUs to the ground along 
with it. The method 'of deduction from assumption, conjecture, 
and premature generalization falls too. Mr. Oairnes speaks in 
his preface of certain • assumptions respecting human character 
and the physical conditions of external nature,' as constituting 
, the ultimate premisses of economia science i' and of the' method 
of combined deduction and verification by comparison with 
facts,' as • the only fruitful or, indeed, possible method of 
economic inquiry.' But is a t:ij~orist likely to be very searching 
in his veri6.catian of assumptions on which he has built his 
whole science and his own reputation P Have the economists 
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of the deductive school ever verified their doctrines respecting 
the equality of profits and of wages? If they are at liberty to 
set aside as ' disturbing causes,' all the obstacles to tbe pursuit 
of gain resulting from other principles of human nature, and 
from external circumstances, and to theorise respecting wages, 
profits, and prices in racuo, what right have they to assume the 
existence of the love of gain itself ip. such an imaginary world P 
Th~ only facts in human nature, we may add, which abstract 
political economy takes account of are far indeed from being 
ultimate facts, or from being susceptible of treatment in economic 
.·easoning as simple, universal, and invariable principles. 8elf
interest and the desire of wealth are both names for a multitude 
()f different passions, ideas, and aims, varying in different ages 
ann. countries, and with different classes and different individuals; 
and each having its own peculiar effects on the nature, produc
tion, and distribution of wealth. 

The' prinoiple of popUlation,' again, so far from being an 
ultimate fact in human nature from which general conclusions 
can be drawn, is a highly artificial and widely varying principle, 
inseparably interwoven with religious and moral ideas and 
historical causes. Its foroe in Bengal is the result mainly of a 
particular superstition; and, owing to causes which have never 
been probod to the bottom, its force varies greatly, not only in 
neighbouring countries like England and France, but in 
diffcrent parts of the same country, Normandy and Britanny 
for example. 

Our limits prevent our even alluding to many special ques
tions of great interest raised by Mr. Cairnes, but we will take 
two or three examples from the chapter' On some Derivative 
Laws of :Value.' In the early stages of a nation's growth, 
tillage for the production of corn steadily gains ground on 
pasture; but Mr. Cairnes treats it as a 'law of industrial 
progress' that in the later stages this prooess is reversed, anti 
pasture constantly encroaches on tillage. We think we find 
here an instanoe of the economic error resulting from inattention 
to both continental phenomena and continental literature. Save 
in exceptional situations, the increasing supply of· meat in 

Ea 
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Europe is obtained by sta.1l-feeding and tillage, not by the
extension of pasture. As Professor Nasse, states, the aridity of 
the climate and the character of the soil preolude pastur~ 
throughout the greater part of Germany. Y. de Laveleye main
tains that, by means of stall-feeding, Flanders, in spite of th~ 
poverty of its floil, supports more cattle to the acre than Eng
land.~ It is noticeable that both these distinguished economists 
point to one condition unnoticed by Mr. Cairnes, whioh may in 
future, to some extent, counteract the causes hitherto operating 
so deoisively in favour of tillage for the produotion of meat over 
most of the Continent-namely, the rise in tha price of labour. 
How far meohanioal art, on the other hand, may neutralize this 
condition it is useless here to inquire; but M. de Laveley& 
makes the important observation, that even where a country 
like Engla~d, with exceptional advantages for pasture, imports 
a great part of its corn, the importing and exporting countries 
beoome virtually one economio region in whioh tillage is 
constantly advancing. Hence an enormous extension of tillag& 
in the United States, for the supply both of its own population 
and that of Europe, is as certain as any fact in the economic 
future can be. ,Connected with the foregoing question is one 
respecting the price of corn, which, according to Mr. Cairnes, 
'at length, in the progress of society, reaches a point beyond 
which (unless BO far as it is affected by changes in the value of 
money) it manifests no tendency to advance further.' This point,. 
in Mr. Cairnes' judgment, was already reaohed in England 
three centuries ago, if not, as he has no doubt, some centuries 
earlier; the reason he assigns being that, after a certain point, 
an advance in the price of corn reacts on population and checks 
the demand. There are, however, several methods by which a. 
nation may meet an advancing cost of corn-by a diminished 
consumption of animal food, for instance, or a diminished cost of 
manufactures. As a matter of fact, the labouring population or 
England has much diminished its use of animal food since tho 
fifteenth century, while it clothes itself cheaper. The enormou~ 
prices of corn towards the close of the last, and during the 
early part of the present century, again, show bow an advance 
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in the prioe of bread may be met by privation. The whole 
population of the United States is now a meat.oonsuming one; 
but if Maoaulay's prediotion should be fulfilled, at no very 
distant future an inoreased oost of corn would be met by reline 
quishing meat; and a part of :the nation might possibly even 
fall back on potatoes, or some other cheap vegetable; so that 
the future price of corn can only be mat.t.er of speculation. The 
price of timber, it may be. observed, has followed a different 
course on the Continent from that whioh Mr. Cairnes lays down 
for it. Its value, he says, 'rises in general slowly, but never 
attains a very great elevation, reckoning from its height at 
starting.' Professor Rau, however, h~s given the following 
prices of a given measure of the same wood in Wiirtemberg, in 
florins and kreuzers :-1690-1730, 67 kr.; 1748-1780, 2 fl. 
14 kr.; 1790·1830, 8 fl. 22 kr. And Dr. Engel's statistios 
show that the prioe of wood in another part of Germany nearly 
quadrupled itself between 1830 and 1865. 

While we dissent altogether from most of the fundamental 
propositions of Mr. Cairnes' book, from the eoonomic method 
it follows, and from not a few of its inferences and speculations, 
we see much to admire in it. It abounds in valuable criticisms, 
such as that of Mr. Brassey's proposition that dear labour is 
the great 'obstacle to ·British trade, and of the argument of 
Amerioan proteotionists that the States with their high-prioed 
la10ur cannot oompete with the,oheap labour of Europe. 



v. 
JOHN STUART MILL.-

THE volume whioh completes the series of Mill's' Dissertations 
and Disoussions' illustrates a. passage in his Autobiography, in 
whioh he desoribes his own as ' a mind which was always pressing 
forward, equally ready to learn either from his own thoughts 
or from those of others.' History affords scaroely another
example of a. philosopher so ready to review his positions, to 
abandon them if untenable, and to take lessons from his own 
disoiples, as the disoussion, for instance, of Mr. Thornton's book 
• On Labour' shows Mr. Mill to have been. On the other hand,. 
the volume adds links to a ohain of evidence against another 
judgment pronounced by Mr. Mill on his own intellect, in a 
passage of his Autobiography whioh speaks of his natural powers 
as not above par but rather below it, and of his eminence being 
due,' among other fortunate oiroumstances; to his early training! 
His early training had undoubtedly a remarkable effect on his 
intellectual career-though in our judgment a very different ODt} 

from. that attributed to it by himsell; and certainly, without 
reference to it. neither his system of philosophy nor his mento.! 
calibre can be properly estimated. It ought to be taken into 
particular account in connexion with some phases of hili 
economics exhibited in the volume before us; but the qUeiltion 
with respect to its influence has a. much wider importance. It 
is a. special instance of the great general question concerning not 
only Ute oauses whioh produoo great minds and direct their
energies. but also those whioh govern the general course of 

• The ..lMdsmy, .June 0, 1875.-This Article appeared u. review of VolWDlll\". 
or Mr. Mill', :f)u,wtalioft"'Ntl DiuumOld. 
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I'hilosophy and thought, since Mr. Mill's works had no small 
share in determining the ideas held in his time by a great part' 
of the civilized world on some of the principal subjects of both 
theoretical speculation and practical opinion. For it will not be 
disputed that he was looked up to in several oountries as the 
writer of chief authority on logic, political economy, and politics, 
and one of the first on psychology and morals. Latterly, how
ever-not to speak of the passing influence of a political reac
tion on his popularity-it has been generally admitted that his 
methods in mental and social philosophy were inadequate; and 
his political economy is now censured, especially in Germany, 
for inconsistency and insufficient breadth of conception. 'His 
ground-plan,' says Dr. Roscher in his "History of German 
l'olitical Economy," 'is a mere theory of the tendencies of undis
turbed individual interest, yet he frequently admits the existence 
of practical exceptions to the theoretical rules thus arrived at, 
and the presence of other forces and motives.' Other writers, 
English, Germans, and Americans, have expressed astonishment 
that he could ever have adopted the doctrine of the wages
fund, which two of the dissertations in the present volume show 
that he finally discarded. The inquiry follows, Are the de
fects of his system to be traced to his own mind, or to his 
education? 

One thing is plain in the matter. Education can nurture, 
develop, and direct the application of great mental powers; it 
can also misdirect, and even cramp and distort, but cannot 
create them. And no man without great p,nd varied powers 
could have produced such works as Mr. Mill's 'System of Logic,' 
'Principles of Political Economy,' 'Examination of Sir W.Ha
milton' 8 Philosophy,' and the four volumes of 'Dissertations and 
Discussions' ; not to speak of minor works, suoh as his essays on 
'Utilitarianism' and 'Liberty.' One of his Dissertations shows 
that even a poetical fibre-one rarely found in the logician or the 
economist-was not absent from his mental constitution and 
more than one of them refutes Dr. Rosoher's critioism that 'his 
was not an historical mind,' if by that is meant that he laeked 
the genius for historieal inquiry; though it must be confessed 
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that the historica.l method is rarely applied in his philosophy. 
Add to this, that thirty-six of the best years of his life were. 
spent in a publio office, in which he displayed administralh-e 
powers of the first order, and discliarged his official duties not 
only with efficienoy, but such ease and despatch, that he found 
time to distinguish himself among the foremost writers in 
severaLdepartments of intellectual speculation; and that he 
afterwards took a considerable place as a debater in Parliament. 
The man who did all these things also exhibited in private sooiety 
remarkable conversational powers, quiokness of apprehension 
and reply, a facility of allusion and anecdote, with a vein of 
gentle humour, and such felicity and force of expres;,ion, that 
even when his conversation was grave, the present writer was 
often reminded of Steele's description of Sir Andrew Freeport 
that 'the perspicuity of his discourse gave the Ilame pleasure 
that wit would in another man.' 

If, hQwever, Mr. Mill's' early training· does not account for 
his intellectual eminence, it assuredly went far to form his 
philosophy; but a. gl'eat deal more than the peouliar mental 
discipline to whioh his father subjeoted him must be included. in 
that early training. We must include the fundamental ovnoop
tions, and the method of inquiry, of the leading intelleots of the 
age from which he received his education. It was an age in 
which Bentham was justly regarded as the first social philosopller 
-Ricardo, less justly, as the highest authority in political eoo
nomy, in spite of the protest of Malthus against hiB abstractions 
and precipitate generalization; Mr. Mill's father, James Mill, 
as the most eminent political thinker and writer of the time, 
and one of its Chief lights in psychology; and John Austin as 
facile prillcep8 in jurisprudence. No leaders of thought ever 
reposed more unbounded confidenoo in their own systems than 
did this famous band. They seemed to themselves to holJ in 
their hands the keys to every problem in the science of man. 
In psychology the master-key was the association of ideas; in 
morals it was utility ascertained by a. balance of pleasures and 
pains; in political philosophy it was utility combined with 
representative government; in political economy it waa pecu-



John Stuart 211ill. h7 

Diary seU-interest together with the principle of population; in 
jurisprudence it was a particular definition of law and classifica
tion of rights. All these methods, the younger Mill applied 
with a power never surpassed, and in addition he in good part 
,cr~ated a system of logic which may be corrected and improved, 
but will ever hold a place among the chief wOl'ks of the human 
mind. It was the fault of his age and of his education if the 
doctrine of evolution found no place in his psychology or his 
Bocial science; if tue historical method was taken up in his 
• Political Economy,' as it was in the preliminary remarks of his 
treatise, only to be laid aside; and if corrections from observa
tion and fact of the inferences from a p1'iori reasoning appear, 
both in that treatise and in the present ~olume of his • Disserta
tions and Discussions,' only in the form. of practical exceptions 
to abstract theory l or of 'applications' of economic science, when 
the fault really lay in the original conception of the soience 
itself. It was not possible to weld the abstractions of Ricardo 
and the actual forces governing economic phenomena into a. 
consistent and scientifio system; or to furnish an adequate theory 
of the origin and growth of human ideas without investigation 
of the entire history of human society. But if anyone individual 
is especially to be blamed for the shortcomings of his system, it 
is not John, but James Mill. No training ever was more care
fully adapted at once to crush all originality and to inspire 
excessive confidence in the methods adopted, than that which 
the Y0l,lDger Mill received from his father. It should, too, be 
borne in mind that the a priori political eoonomy had its chief 
charm for John Mill, not in the simplicity and symmetry which 
reoommended it to narrower and shallower minds, but in the 
wmplete individual liberty which it supposes. How far he was 
fl'om trusting to individual interest to secure the best economy 
in all cases is sufficiently shown in the remarks in the fil'st 
-dissertation in the present volume (on Endowme~ts) with 
respect to free trade in general, and to the doctrine that educa
tion should be left to demand and supply, in particular. 

The action of demand. and supply in another economio 
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aspect, namely on value, is discUBBed with conspiouous a.bility in 
the second dissertation on Mr. Thornton's book. The theory 
of a. wages-fund, the proportion of which to the number of 
labourers in the country determines the price of labour, is there 
rejected; and it should be observed that this doctrine was not 
originated by Mill, but appeared in its most uncompromising 
and fallacious forms in the works of his predecessors, lIacCulloch 
and Senior. It is, in fact, a corollary to the doctrines of an 
average rate of profit and an average rate of wages. If profib 
could not be higher, nor wages lower, in one employment or 
place than in another, there would really be Buch a. mobility of 
capital and such a connexion between the funds out of which 
wages are everywhere paid, that it would not be very inaccuratlt 
to speak of them as forming a general :fl;md on which the prioe 
of labour depends; though even in that case the combination of 
labourers might produce a higher general rate of wages and a 
lower general rate of profit than competition had done. What 
neither Mr. 'Mill nor Mr. Th~mton seems to us sufficiently to 
bring out, is that the main power of trades unions to raise wages 
in particular cases has arisen from the actual inequalities of both 
profits and wages. Where extraordinary gains have been mad&
in a business, the labourers have been enabled by concerted 
action to extort a share which competition would not have 
assigned to them; and again, where wages have been abnormally 
low, they have been able in like manner to compel a. rise. The 
dissertation on the land question, and the papers on land reform 
in this volume, show that Mr. Mill, like most People of aU 
politioal parties when they were written, underrated the strength 
of the forces on the side of the existing land systems; and the 
same remark is applicable to some pasllages in a review of 
Sir H. Maine's' Village Communities,' which deserves particular 
notice fo! the generous interest and admiration which it shows. 
that Mr. Mill felt for works of genius and learning, even when 
allied to far more conservative tendencies than his own. The 
essay on Bishop Berkeley's works, besides its great inf:rin.sio
merits as a. piece of psychological criticism, is remarkable like-
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wise for the sympathy it evinces with genius allied to religious 
opinions widely opposed to Mr. Mill's. 

The volume contains, besides other instructive essays, a. re
view of Grote's Aristotle by one to whom few will deny the 
highest claim to be listened to as a critio on such a subject, and 
to whom manywill assign a place beside Baoon among the most 
illustrious successors of the original founder of logio. 



VI. 

PROFESSOR OAIRNES,-

PROFESSOR OAIRNES has been laid to rest with extraordinary 
honour. No other author's death in our time, save Mr. Mill's, 
has called forth so strong and general an expression of feeling i 
and Mr. Mill had been a leader of a philosophical school for a 
generation, and for several years a distinguished and active 
member of Parliament, while Mr. Oairnes had resided in England 
only for a few years, during the greater number of which he wu.s 
the victim of a cruel malady which secluded him from the world 
and deprived him latterly even of the use of his, pen. It is but 
thirteen years since Professor Oairnes, then holding a chair of 
Political Economy in Ireland, and known only to a few of the 
more studious economists in England, suddenly attained II wide 
celebrity by the publication, at the most critical moment in the 
American civil War, of 'The Slave Power i' one of the most 
masterly essays in the literature of political controversy, and, 
ilven now that American slavery is extinct, one of the most 
instructive and interesting treatises which students either of 
politics or of economics can find in the English language •. The 
progress of economio soience, and the changes in the views of 
economists, of which there are indioations ~ over Europe, may 
disturb some o~ the oonclusiQns of Mr. Oairnes' other works, but 
'The Slave Power' will ever defycriticism; and no serious answer 
was attempted to be made to it, even when the war was at its 
height, and when the' Southern States had the sympathy and 
support of some of the most powerful organs of the English press. 

• T'" .Academy, July 17, 1875.-Thia ArtiQJe appeared .. lID obituar, notice 
immediately after the death of Mr. Cairnes. 
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The practical object for which' The Slave Power' was published 
has been triumphantly accomplished, but it had .also a philoso
phical purpose which gives it a permanent value as an economic 
classic, for its subject was originally seleoted by Mr. Cairnes for 
a course of lectures' to show that the course of history'is largely 
determined by economio causes.' The skill and ability with 
which this purpose was carried into effect will, we believe, make 
future economists regret more and more as their science advances 
that Mr. Cairnes did not in his subsequent works develop another 
side of the relation between history and political economy, 
namely, the connexion between the whole social history of a 
country and its economic condition as one of the phases of the 
entire movement, and not as the result of a single prinoiple or 
desire. 

Beiore the publioation of ' The Slave Power,' two essays in 
'Fraser' s M~gazine,' 'towards the solution of the Gold Question: 
had attracted the attention of economists in this country, 
especially Mr. Mill, to Mr. Cairnes' remarkable talent for 
deductive reasoning and exposition in economics. We think 
for our own part, and we have reason. to believe that such was 
subsequently Mr. Mill's view, that in his praotical conclusion 
Mr. Cairnes took insufficient a.ccount of the influence on prices 
of the acquisition by France, Germany, and other continental 
countries, of the power of production and oommunication by 
steam, contemporaneously with the diffusion of the new gold; 
but those who dissent from the proposition that prices have risen 
more in England since the discovery of the new gold mines than 
in any continental country, will nevertheless find nothing to 
dispute in the principles which Mr. Cairnes applied with con
summate skill to the solution of the problem. The causes which 
have raised prices on the continent so greatly above their former 
low level are causes of the saIDe order with those whose operation , 
Mr. Cairnes disoussed in relation to England. 

Although an invalid.; impeded in every physioal movement 
by the malady from which he suffered, Mr. Cairnes took an 
active, though sometimes an unseen, part in the discussion pf all 
the chief political controversies in this country during the last 
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ten years, especially the Irish land question and Irish U ni\"ersity 
education; and to him more than to any other single person it 
is due tha.t University education in Ireland is not now under 
the control of an mtramontane hierarchy, and that some of 
the chief subjects of historical and philosophical study have not 
been banished from the University of Dublin and the Queen's 
Colleg98. 

Last year, although then no longer able to write with his 
own hand, Mr. Cairnes publ~shed his 'Leading Prinoiples of 
Political Economy newly Expounded,' a work which ought to 
be regarded, even by those who dissent most from some of its 
principles, Q8 an important contribution to economio science. 
'To state with the greatest possible clearness and force the reasons 
for espousing one side of a. scientifio controversy, is to render 
-one of the best services to those who seek to know au that can 
be said on both sides. And if any position which Mr. Cairnes 
takes up is unsuccessfully maintained, the student may feel 
assured that if literary and dialectical skill could have defended 
it, it would be impregnable. The second edition of Mr. Cairnes' 
4 Logical Method. of Political Economy,' which haa recently been 
published, and which we hope on a. future occasion to review, 
-ought in like manner to be welcomed by those economists who 
incline to the inductive or historical method, not only for the 
intellectual interest which the reasoning of a. powerful mind 
must always excite, but also as a masterly exposition of the 
deductive method, and a. complete presentation of all that can be 
said for it or got out of it. 

We have no words to express our admiration of the heroic 
fortitude and publio spirit,without which no amount of intellec~ 
tual power would have enabled Mr. Cairnes, under su1Ierings of 
the most prostrating kind, to maintain so high a place in the 
philosophical and political history of his time as that which is 
assigned to him by nnive~ consent. ,His moral as well as his 
intelleotual qualities won for him the reputation which has DOW 

become historical. 



VII. 

MR. EAGEHOT.-

MR. WALTER BAGEHOT, the emin.ent editor, author, and political 
eoonomist, died on Saturday last, at the same early age as the 
late Professor Cairnes, having reaohed only his fifty-second year. 
He was educated at University College, and graduated with 
distinction in the University of London, in which he was lately 
ilxaminer in Political Economy. He was known to the publio 
-chiefly aI editor of the' Economist,' and by his books and essays; 
but he was also a partner in a. bank, a.nd was thus one of four 
remarkable men of letters in this century who 'have also been 
English hankers-Samuel Rogers, the poet; Grote, the historian; 
and Sir John Lubbook making the other three. As editor of 
the' Eoonomist,' Mr. Bagehot was the successor of its founder, the 
late Right Honourable James Wilson, whose son-in-law he was. 
He conducted that journal with consummate ability, and raised 
it to the first rank, both as a financial and as a political authority. 
He might, doubtless, have augmented his fortune by lending 
adroit support from time to time to particular financial and 
(Jommerciol speculations, but no line of the Economist ever 
8h~wed the smallest favour of that kind, and it did honour to 
the English press nnder his management, alike by its absolute 
integrity and impartiality, and oy its intellectual calibre. 

As a politioal economist Mr. l3agehot belonged to the older 
deductive school, but his recent essays in the' Fortnightly Review' 
mark an epoch in the history of English political economy, by 
abandoning the ground hitherto claimed by the leaders of that 
;sohool for their method and doctrines. It is not many years 

Q. 

• TIJe .JI.oademv, March, 81, 1877.-Thia A.rticle appeared as au obituary notice. 
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since Mr. Lowe affirmed that 'political economy belongs to nC)
nation, is of no country, and no power can, change it.' Yr. 
J3agehot, on the contrary, emphatically limited the application 
of the postulates of the a priori and deductive method to England 
at its present commercial stage. And within this limit he further 
circumscribed and qualified what he termed 'the fundamental 
prin5tiple of English political economy,' by assuming only' that 
there is a tendency, a tendency limited and contracted. but still 
a tendency, to an equality of profits through .commerce! Thus 
circumscribed, the principle ca~ no longer serve as 8. foundation 
for the superstructure erected upou it, which is built on thEt 
assumption that the tendency is so effectual, and so arithmetically 
true and exact in its operation, that every shilling of cost to 
which every producer is put by any "pecial tax or burden is 
nicely recovered, ""ith neither more nor less than ordinary profit 
in the market. J3esides the essays referred to, and the numer01l8 
articles which he wrote in the' Economist,' Yr. BagBhot contri. 
buted to economio literature an excellent work on banking and 
the money-market, under the title of ' Lombard Street.' n~ was 
the author, aho, of a work entitled' Physics and Politics,' wlllrh 
emhodies a series of ingenious, though rather IraS'Dlentary, e!'Says 
on the natural history of politica.l society. 

The work which displays in the highest df'gree both the
original powers and some of the peculiar characteristics of Yr. 
Bagehot's mind is his' English Constitution,' which is unqur&
tionahly entitled to a place among English political clo.ssics. It 
is not without a tinge of cynicism, but it undoubtedly brings
to light principles overlooked in all previoU3 works on the Con
stitution, and which must be admitted by the disciples of Mr. 
Mill as qualifying to some extent the doctrines of that great 
writer's'Representa.tiveGovernment.' One of the cnnoU3 prac
tical contradictions which, as Mr. Bagehot hoa pointed out, the 
politioal history of Ebgland gives to political theory is, tba.t 
the £10 householders, who, under the Reform Act of 1832, 
formed the bulk of the constituency, were, above all classes, the 
one most hardly treated in the imposition of taxes; so little did 
representation secure especial care for their interests. 



Mr. BafJellOt. 65 

Although of the Liberal party, Mr. Bagehot was, by disposition 
and cast of thought, what, for want of a more appropriate word, 
we must call an aristocrat in political opinion and feeling-a. 
Whig, not a Radical. In his' English Constitution' he speaks of 
the order of nobility as useful, not only for what it oreates, but 
for what it prevents, and in particular as preventing the absolute 
rule of gold, • the natural idol of the Anglo-Saxon,' who is 
, always trying to make money,' and who • bows down before a. 
great heap, and sneers as he passes a little heap.' If Mr. 
llagehot did not himself bow down before the great heap, he 
was a little disposed to sneer at the little heap. Thus in ' Lom
bard Street,' speaking of the democratio structure of English 
commerce as preventing a long duration of families of great 
Dlerchant princes, he says • they are pushed out, so to say, by 
the dirty crowd of little men.' And in the discussions which 
arose out of the agitation for a reform of the ~rish law of land
lord and tenant, he could not oOMsal his scorn for little farms 
and little properties in land, such as form ~he main foundation 
of the prosperity of France. / 

Mr. Bagehot unsuccessfully SQught at one time a seat in 
Parliament, but. ~th aU hiS political sagacity, knowledge, and 
talent, he was scaroely qualified to make a oonsidel~'l.ble figure 
in-the House of Commons; for, although he might hlive made 
an administrator of a high order in a publio office, he rem~,rkably 
exemplified the essential difference between the qualificati~n8 
of a writer and those of a. speaker. The position that aotuaUy.. 
fell to him in life was the one he was best fitted for, and it was I 
one really more honourable and more useful than that of many 
eminent members of Parliament. 



VIII. 

JEVONS' 'THEORY OF POLITICAL ECONOMY.'-

THE high reputation of the author, and the unsettled state of 
opinion with respect to both the limits and the method of poli
tical economy, make it the duty of every economist to mn,gtl'r tl,e 
-doctrines of this work; and that can be done only by careful 
study of the book itself. A reviewer limited to a few dozen 
fientell~8 can at best only assist a reader to form a judgment on 
1Iome of its main topics. The principal questions it raises are, 
whether political economy should be confined within the limits 
that Mr. Jevons assigns to it, and whether the method which he 
applies to the solutid~ of the problems within .those limits ill 
legitimate and adequate. On both questions our own opinion 
ditfers from t~t1t of Mr. J evons; but, with respect to the first, 
the differeI1ce, though important, is one mainly of classification 
and nam~ng. For Mr. Jevons fully concurs in the necessity of 
histor1..\:~l indnction, to ascertain the economio phenomena. of 
soc~rtliy and their laws, but would set it apart as a branch of the 
;gelleral science of society under the name of f economic sociology, f 
(confining the term' political economy'-or, as he prefers to call 
it, ' economics' -to a theory deduced from known facts, axioms, 

I
r assuD;l.ptions, respecting the conduct dictated by pefsonal 

"nterest, such as, 'that every person will choose the greater 
pparent good, that human wants are more or less quickly satis-

• ed, and that prolonged labour becomes more an,1 more painful! 

Ee theory of population, accordingly, though pronounced by 
. J evanS ~ as scientifio in form as consonant with facts,' 

{,) 10rms, in his view, • no part of the direct problem of economics,' 
~, " 
'!J . ---
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and is not disoussed in his present work. The majority of the 
most eminent eoonomists of all schools-inoluding Mr. Senior, 
who attempted to make political eoonomy purely deduotive, and 
whom Mr. Jevons estimates highly-are, it need hardly be said, 
against so narrow a limitation of the province of the soience, 
and Mr. J evons gives only the following reason for it :..-' The 
problem of eoonomics may be stated thus: given a certain popu
lation, with various needs and powers of production, in possession 
of certain lands and other sources of material; required the 
mode of employing their labour which will maximise the utility 
of the produce.' He adds, that • it is an inversion of the prob
lem to treat labour as a varying quantity, when we originally 
start with labour as the first elemont of production, and aim at 
its most economical employment.' The answer seems to be 
th:lt land, like labour, is a pTimary element of produotion, and 
the area in cultivation. and the productiveness of that area are 
both varying quantities. Were labour, moreover, npt a varying 
qURntity-as it is, because population is so-inferior soils and 
co~tlillr methods of cultivation would not have been resorted to, 
and rent, to which Mr. J evons gives a high place in economics, 
wouM not have arisen. But if, for these reasons, the laws of 
population oome properly within the pale, political eoonomy is 
clearly not limited to an assemblage of deductions or calculations 
from self·interest. Nor can any other natural laws, directly 
and deeply affecting the amount and distribution of wealth, be 
in consistency excluded. Admit the theory. of population, and 
all that Mr. Jevons classes apart, under the name of economic 
sociology, has a logical title to a place within the domain of 
poJ.ltical eoonomy. 

Smce Mr. Jevons, however, is an advocate, not an opponent, 
of the most extensive historical and inductive investigat.ion, it is, 
as we have said, mainly a question of naming and classifioation, 
whether the term 'political eoonomy' ~r • economics' should 
be confined to a narrower field. But the question follows
Within that n8JT!lwer field can we proceed, as Mr. J evons 
contends, not only by simple deduction, but by mathematical 
process P • There can be,' he says, • but two classes of sciences-

F2 
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. those which are simply logical, and those which, besidcs beiDg 
logical, are also mathematical. If there be any science which 
det..lrmines merely whether a thing be or not, whether an event 
will or will not bappen, it must be a purely logical science ; but 
if the thing may be greater or less, or the event may happen 
sooner or later, nearer or farther, quantitative notions enter, and 
the s~noe must be mathematical in nature, by whatever nam~ 
we call it.' Nevertheless, it can hardly be contended that Adam 
Smith's reasoning respecting the nature and causes of the wealth 
of Dations is in its essence, and ought to be in actual form, 
mathematical; ~r that the process bi which his main propositions 
are established is anything more than logical. We might add 
that they rest in good part on inductive, and not simply on 
deductive, logic; but the question before us is whether mathe
matioal methods could properly be applied to their demonstra.tion. 
'fhat wealth consists, not Of money only, but of all the necessaries 
and conveniences of life supplied by labour, land, and capital; 
that man's na.tural wants are the strongest incentives to industry; 
that the best assistance a government can give to the augmenta
tion of national opulence is the maintenance of perfect liber~y 
and security; that the division of labour is the great natural 

. organization for the multiplication of the products of industry ~ 
that it is limited by the extent of the market; and that the
number of persons employed in production depends in a great 
measure upon the amount of capital and the modes of its 
employment-these are the chief propositions worked out in the 
'Wealth of Nations,' and it can hardly be said that mo.the
maticl.tl symbols or methods could fitly be used in their proof. 
We need not controvert Mi'. J evone' proposition that' pleasure, 
pain, labour, utility, value, wealth, money, capital, ara all notions 
admitting of quantity; nay, the whole of our actions in indu.~tr'y 
and trade depend npon comparing quantities of advantage or 
disadvantage.' But the very reference which Mr. Javons 

, proceeds to make to morals militates against the assumption 
that' political economy must be mathematical, simply because it 
deaJs with quantities,' and that 'wherever the things treated 
are capable of being greater or less, there the laws and relations 
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must be mathematical! The author instances Bentham's utili
tarian theory, according to which we are to sum up the pleasures 
on one side and the pains on the other, in order to determine 
whether an action is good or bad. Comparing the good and 
~vil, the pleasures and pains, consequent on two courses of con
duct, we may form a rational judgment that the advantages of 
(Jne of them preponderate, that its benefits are greater, its 
injurious results, if any, less; but it by no means follows that 
we can measure mathematically the greater or leBS, or. that the 
application of the dtlIerential calculus would be appropriate or 
pot-siLle in the matter. We do not go the length of saying that 
there are no economic questions to which mathematical calculation 

• (!ould be fairly applied. The preoious metals, for instance, move 
80 easily between adjacent countries, that the variations of the 
foreign exohanges might perhaps be mathematically treated. 
But the immense inequalities in wages and profits, and the 
extraordinary fluotuations of prices under the uncertain influence 
{)f l'redit 'and speoulation, are enough to baffle any attempt to 
apply the calculus to questions of value in general. 

Were the applioation of mathematical processes and symbols 
to all eoonomia reasoning, however, possible, it does not follow 
that it would be expedient. Bastiat's conoeption of thl! :tUain 
I'roblem of political economy was not very different frcm that of 
Mr. J evons, who says, that • to satisfy our wants to the utmost, 
with the least effort-to prooure the greatest amount of what is 
desirable at the expense of the least that is undesirable-is the 
l,roblem of economics.' Suppose that Bastiat ,could have put 
his • Sophismes Economiques' into a mathematical form, with 
.Ilymbols for words, and equations for syllogisms and epigrams, 
would not politioal eoouomy and the world have suffered a heavY 
loss by his doing so f The' Times' might be printed in short
hand, and much ink and pa.per thereby saved, but would it 
conduce to the enlightenment of the publio to make that 
eoonomy f We regret that so much of Mr. Jevons' own 
reasoning is put into a mathematical form, because it is one 
uninttllligible or unattractive to many students of considerable 
intellectual power and attainments. On the other hand. we not 
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only concede that a mathematical shape might have been given 
to a great part of Ricardo's system, but we regret that it ever 
received any other, bec8.uselhis theory of value, wages, profits, 
and taxation is misleading &nd misohievous. Assume that the 
products 01 equal quantities of labour and abstinence are neces
sarily of equal value and price, and thnt exertions and sacrifices 
01 diiiilrent kinds are commensurable, and a. "Dumber of mathe
matical equations and calculations can be based on those 
assumptions. But since the basis is false, the more the 
superstructure is hidden the better; and we should be glad t() 
see it obscured, in every trea.tise in which it is put lorward, by 
a liberal use of the calculus. Taking utility in the sense in 
which Mr. J evons uses the word, we should acquiesce in his 
, general law that the degree of utility varies with the quantity 
of commodity, and ultimately decreases as that quantity in
creases.' Yet, in one case only are the variations of utility and 
value, consequent on variations in the quantity 01 commodity, 
susceptible 01 mathematical measurement and calculation. The 
purchasing power or value of ourrency is inversely as its quantity. 
because there is an unlimited demand for it; but the 'variations 
in the value of other commodities bear no regular ratio to their 
quantity. Da.venant's estimate, to which Mr. Jevons refers. 
that a delect of one-tenth in the ha.rvest raises the price 01 corn 
three-tenths, and that a defect 01 one-half more than quadruples 
its price, is useful as an illustration, and made a rough, though 
only a. rough, approximation to truth, 80 long as little corn came 
from abroad. Now the supply comes from the harvests of the 
world, and 8 defect of one-tenth in our own harvest might be 
followed by 8 fall instead of a. rise in the price of grain. Conld 
we even get accurate statistics of the harvests of the world, it 
would be lound that its price is affected by 80 many other 
conditions that it bears no coDstant mathematical ratio to the 
amount of supply. 

On the other hand, the streM which Mr. Jevons lays on thrt 
relatiOl~ between "value and quantity of supply sooms to us t() 
afford an answer to an objection which Yr. Cairnes hflS made 
to the proposition for which Yr. J evolls contends, that f value 
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depends on utility.' When Mr. Cairnes ask.s whether commo
dities are exchanged for each other simply in proportion as they 
are useful, we should reply in the affirmative, if by usefulness is 
meant, what Mr. Jevons and most other economists mean by 
it, the power of satisfying any human desire. If, in a siege or 
a famine, a loaf is refused in exchange for a large diamond, it is 
because the loaf is more desired or more useful; if, in ordinary 
times, a large diamond would not be given for a thousand loaves, 
the reason is that the diamond is preferred, or has greater utility 
in the economist's sense. It may, indeed, be urged that the com
parative usefulness of diamonds and loaves, in the two cases, 
gives only the proximate cause of their relative value in exchange, 
and that the ulterior cause is comparative limitation of supply. 
A loaf contains as much nourishment in a time of plenty as in 
a famine; but in the former case no particular loaf is much 
wanted, or Las any particular utility, while in a famine every 
loaf has a utility proportionate to the amount of food it contains. 
Mr. Jevons' proposition is in substantial accordance with the 
generally acoepted doctrine that value depends mainly on limita
tion of supply. It depends, however, also, on other conditions, 
whioh defy all mathematical powers of oalculation. Given the 
supply of a commodity, the urgenoy of the desire for it, and the 
amount of the funds in the hands of the persons desirous to 
}lUrchase it, its price is still indeterminate. It will vary, acoord. 
ing as buyers and sellers oombine or compete, according to the 
activity of credit and speculation, and aocording to other con
ditions which are subject to no ascertainable laws. 

A proposition laid down by Mr. J evons, in whioh we fully 
concur, is, 'that economios must be founded on a full and ac
curate investigation of the conditions of utility, and to under
stand this element we must examine the wants and desires of 
man.' An urgent desideratum in politioal eoonomy is certainly 
the substitution of a true theory of what Mr. Jevons terms 
, the laws of human wants' for vague abstraotions, suoh as the 
love of wealth and the aversion to la:bour. But wide historical 
investigation must precede the construotion of the true theory. 
l'he authors to whom Mr. J evcns refers have made some instruo-
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tive suggestions Tbepeating the subordination and successions of 
human wants; but they seem not to have perceived that theRe 
wants vary under different surrounding conditions and in dif. 
ferent states of society. The order whioh the evolution of human. 
wants follows is one of the inquiries that await a rising historical 
and inductive school of economists, which happily has no oppo
sition !o encounter from Mr. Jevons. Dut with respeot to the 
deduotive method, Mr. Jevons does not quite fairly represent 

, \ the view of that school when he says, 'I disagree altogether 
with my friend, Mr. Leslie; he is in favour of simple deletion; 
I am for thorough reform and reconstruction.' We arf', it i. 
true, for deletion of the deductive method of Ricardo: that is 
to say, of deduction from unverified assumptions respecting 
• natural values, natural wages, and natural profits.' But we 
are not against deduction in the sense of inference from true 
generalizations and principles, though we regard the urgent 
work of the present as induction, and view long trains of deduo
tion with suspicion. 

We have been able to touch only a few of the problemA 
disoussed in Mr. Jevons' treatise. It is one which requires tit 

considerable intelleotual effort on the part of the- reader, but the 
effort will bring its reward, even where it IDay not end iii entire 
assent to the views of the eminent author. 



IX. 

MARSIIALL'S 'ECONOMICS OF INDUSTRY.'-

AN eminent scholar lately said to the writer that he preferred 
the old kind of review, which simply told what a book contained .• 
The preferenoe is intelligibll'J on the part. of a man who likes to 
know the gist of every new book, and to judge for himself of 
its soundness. The system would save readers both money and 
time. For threepence they might get the pith of a number of 
new works in a weekly review. Yet there are objections to 
this definition of the province of the reviewer. The editor of a 
famous journal, who knew his publio well, used to teU a new 
writer, when sending him a book, that he wanted an original 
article on the subject, not a mere review. Competent critics, 
indeed, would not be oontent to write summaries-a business 
which could be done by mere drudges. Nor is it quite fair to 
.an author to sell a little compendium of his work. Even a 
reader may sometimes object. The novel-reader, as well as the 
Illovelist, has no such enemy as the reviewer who tells t4e whole 
story in a few words. We shall, therefore, not attempt to 
summarise the contents of Mr. and Mrs. Marshall's work. Mr. 
Marshall has been known for several years, though less widely 
than if his pen had been more active, as one of the most accom
plished and learned economists in England; and Mrs. Marshall 
bore a high reputation as lecturer at N ewnham Hall, Cambridge. 
The theory of the economics of industry, set forth by two such 
authors, is not to be oompressed into a few columns, to say 
nothing of the right and duty of oriticism. 

The book before us makes greater changes in economio 

• TM .Atatlemy, NO'Yemb~l' 8, 1879. 



14: 2IIars/tall', 'Economic8 of Industrv.' 

method and doctrine, compared with previous text-books, than 
might be perceived at first sight; for they are made without 
sound of trumpet, and for the most part without controversy. 
Sometimes, indeed, they seem to us made without sufficient 
warning to call the student's attention. Still, the authon have,. 
in their statement of general principles, adhered to the main 
lines of the eooDomic system hitherto generally followed in 
England. Like a. lecturer, the writer of a. text-book ought to 
put the reader in possession of the system hitherto in vogue. 
and may find it necessary to begin with propositions which h~ 
afterwards subjects to such qualifications, exceptions, and 
limitations, that they turn out to be mere introductory obser
vahons and provisional assumptions; though, unfortunately, it 
is the custom, in political economy, to dignify preliminary 
gen"eralities of this Bort with the title of laws. 

One characteristic merit of Mr. and Mn. Marahall's work is 
that they do not make use of provisional doctrines or generaliza
tions, of the class just referred to, as premisses from which 
trains of deduction can be made, but as starting-points for the. 
investigation of actual phenomena, and the ascertainment of 
the presence and operation of their actuo.1 causes and conditions. 
l'hus, the 'theory of normal value," -a term, indeeJ, the 
appropriaten~ss of which we shall have to question-whioh 
assumes the equalization of wages and of profits, and the 
conforIJ?ity of prices' with the expenses of production, is only 
used by the authors 'as the starting-point from which we must 
set out to explore all the various irregularities and unevennesse. 
of market values.' A provisional assumption that competition 
tends to equalize the earnings of labour in the same trade in 
different looa.lities may, for example, lead to the discovery of 
the causes of their actual inequa.lities. Suppose agricultural 
wnges more than fifty per cent. lower ill Donetahil'e than in 
Yorkshire, the inference from the assumption would be that 
there are obstacles to the migration of labourers, and the causes 
determining the actual marl-et rates in the two counties might 
be thence ascertained. The discussion of 10co.1 variations of 
value. of market fluctuations, and of the influence of (zad& 
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unions on wages, in Mr. and Mrs. Marshall's book, is admirable, 
and, among other results, ought finally to dispose of the doctrine 
of the wages fund. • The whole net annual income of the 
country,' say the authors, 'consists of all those commodities 
and conveniences of life which are produced during the year, 
after replacing the auxiliary capital that is consumed or worn 
out during the year. This net annual income is divided into 
-firstly, earnings of all kind of work, including business 
management; secondly, interest on capital; thirdly, rent 
obtained for the use of land or any other. prpperty that is. 
artificially limited; fourthly, taxes paid to the State.' The 
first remark whioh this passage suggests is, that the authors 
appear to include, like Mr. Senior and most Gex:man economists, 
not only material commodities, but service$ and utilities which 
Ilear a price in the market; in the wealth of a nation; and 
accordingly the definition of wealth in their first chapter ought 
to be enlarged. Much thin sophistry has been expended by 
some English economists on an attempt to exclude services and 
the conveniences of life, when not, to use Adam Smith's phrase, 
fixed in lIome material and vendible commodity, from the ca
tegory of wealth, although useful, limited in supply, exchange
able for commodities, and not to be had-without purchase. ~he 

consequence is, that a :fundamental change is over\ooked which 
takes place in the real revenue and wealth of a nation as civili
zation advances-namely, that it consists more and more of 
material and durable articles, and less and less of perishable 
services, to perform which muoh trouble is undergone, but whioh 
leave nothing behind them. 'fhe medimval baron sometimelf 
maintained thousands of attendants and followers, whose ser
vices, not the oommodities he gave for them, constituted a large 
part of his real wealth; for the commodities became the wealth 
of the retainers. On the fall of the baronial power, services of 
this kind gave place to commodities, some of which were of a 
durable kind, and pIade lasting additions to the national wealth. 

But the point which especially calls for consideration in the 
passage oited relates to the remuneration of superintendenoe; 
or, as Adam Smith called it, of the labour of inspection. By 
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Mr. Mill this element is trea.ted as forming, along with interest, 
&. constituent of profit. Mr. and Mrs. Marshall, on the other 
hand, transfer it', from the profit side of the acoount to that of 
wages, classing it, under the name of earnings of management, 
with the earnings or wages of skilled la.bour in general. There 
.are some tendencies in modem industrial economy to make this 
eventually the proper classi1ica.tion, but it requires, at lea!!t, more 
-explanation and qualification than it has reoeived from the 
authors. They say, only, that' We shall find it best to class 
earnings of management with the earnings of other kinds of 
work, because they are similar in nature to other earnings, and 
are, in the long run, governed by the same laws. For though, 
in the passing vicissitudes of trade it is lsomewhat difficult to 
draw a clear line between the interest on a business-man's 
-capital and his earnings of management, yet we shall find that 
ihere is little in, common between those iundamentallaws which 
determine, in the long run, the normal rate of interest, and those 
which determine, in the long run, the normal earnings of 
management.' The authors do not seem to have' had in view. 
the objection to their classification suggested by Adam Smith's 
()bservation, that the earnings of two ,men of business, whose 
labour of inspeotion may be nearly the same, may differ widely, 
because varling, like interest, with the amount of capital they 
tum over, not with the amount of their labour. 'If,' he said, 
• we suppose two manufacturers, the one employing a capital 
of £1000 and the other of £7300, in a place where the common 
profits of stock are ten per cent., the one will expect a profit of 
:sbout £100 a-year, while the other will expect about £730. 
Yet their labour of inspection may be nearly or altogether the 
.same.' To put the case in another way: a grocer, with a 
capital of £1000, sells at prices which leave him, let us say, 
after replacing his stock with insurance, a profit of £100 a-year 
for interest and trouble together. A neighbouring grocer, with 
ten times the capital, gets the same prices, and makes a net 
profit of £1000 a-year, with perhaps little more trouble. In 
such a case the earnings of management are surely not deter
mined by the laws which regulate wages in general, and have 
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much more in common with th9se which govern the rate of 
interest. Nevertheless, causes are at work, though the authors 
do not bring them out clearly, tending to regulate ultimately 
the earnings of management by the amount o~ skill and trouble 
it requires. instead of by the amount of capital. The scale on 
which modern business is carried on, and the growth of joint. 
stock companies, have given rise to a class of managers who are 
not partners, but paid by salaries for, their work. And it is a. 
tendency of oompetition to force the owners of ~he capital so em
ployed to sell at prices which yield only what the management 
actually costs in this way. The system tends to drive small 
producers and dealers out of the market; for, a large salary to 
the manager of a big business may make no sensible addition to 
prices, while a proportionate remuneration to a small capitalist 
for his trouble would seriously rft.i.se the price of his goods. 
The growth, too, of the system of doing business on borrowed 
capital, dUll largely to modern banking facilities, has a similar 
tendency. The man working with borrowed capital may be 
content with an equivalent to a large salary, and his competitors, 
with capital of their own, must sell at the same prices. These 
tendencies are, however, to a. great extent counteracted by other 
causes, which make profit include an element, over and above 
interest, that varies with the amoUJlt of capital, not with the 
labour of management, and which tend to assign this element 
chiefly to the owners of the capital as such, not to the managers 
all suoh. Acoording' to the authors, net profit contains no 
elements, save interest and the earnings of management, whioh 
they say are regulated by the same laws as the earnings of 
skilled labour. If so, the profits of trade ought to exceed 
interest only by the amount of a good manager's salary, and 
the ordinary fees of directors. Yet it is certain that the divi~ 
dends received by the shareholders of a company may much 
exoeed bare interest, in consequence partly of good management, 
while the managing staff reoeive only the ordinary remuneration. 
One reason for this is, that profit includes elements which cannot 
be disentangled and measured 80 as to determine the share due 
to the management. Luck, situation, connexioD, prestige, and 
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·other elements enter, along with interest and superintelldencE', 
into profit; and it is impossible to say how mUllh is due to each. 
The returns to all together usually vary in proportion to the 
-amount of the capital embarked, not to the skill and trouble of 
management, and its owners legitimately olai.m the surplus. 
The authors' analysis of profit, accordingly, appears to us not 
~uite complete, and we cannot thillk the subject is really made 
olearer by getting rid of the term profits altogether, as they 
seek to do, and speaking only of interest in reference to the 
gains of capital. 

Another aspect of the problem of the rate of profit, as t9 
which Mr. and Mrs. Marshall's exposition soems to us not 
entirely satisfactory, relates to the amount of the fund to be 
divided betwoon capital and labour. ' The total net annual 
produce of a countrY's capital and industry,' they say, ,. after 
rent and taxes have been deducted from it, ('onsists of the 
interest on capital, and the earnings of diJi'erent kinds of 
industry, and we have called it the earnings-and-interest fund.' 
The share, they add, which capital oLtaius, depends, first, upon 
the amount of the fund, seoondiy, on the manner in whioh it is 
divided between labour and capital. The amount of this 'net 
annual produce of the country,' or aggregate national' earn
ings-and-intere8t fund,' depends, as they show, on the productive 
powers of land, labour, and ('apital, the state of science anli art, 
and so forth; and their exposition of this subject is full, thollgh 
<)onoise. It is, too, undoubtedly important to the economist to 
have a. clear view of the causes detenlliuing the amount of the 
annual revenue of the nation as a whole. Yet the problem 
respecting the rate of profit is a different one. The capitalists 
and labourers in a trade do not simply divide between them 
a share in a. definite national fund, created by the general 
productiveness of the whole national capital and labour;' they 
themselves, in a great measure, create the particular fund which 
they divide, and the amount which they will receive depends 
largely on the amount of tLeir own produce, and the economy, 
as well as the skill and energy, which they exercise in ita pro
duction.' Much waste and loss practically arises from the 
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tendency of both capitalists and workmen to regard the amount 
<If profits and wages as a question, simply, of sharing a given 
fund, when the most important matter is to produce it. 

The authors next inquire, • how the earnings-and-interest 
fund is divided into the share which capital takes as interest, 
-and that which industry takes as earnings.' They proce~d, 
accordingly, to discuss the problem of the rate of interest, and 
it is certainly one which calls for investigation in a treatise on 
the econ'Omics of industry. Yet the owners of capital in busi
ness have much else to look to. For them the- point is not 
merely what interest they could get on the best security, but 
what profit the particular businesses or investments they have 
under their eye are likely to afford: here they must take into 
aocount the influence of many conditions and elements which 
but remotely and slightly affect the general rate of interest. 
But, confining ourselves to the question of the rate of interest, 
the general proposition which Mr. and Mrs. Marshall lay down 
is, that • it will be found to depend upon the Urgency of the 
demand of industry for the' aid of capitai.' Industry is rather 
a vague term, and one of its misfortunes is, that it is commonly 
used by French economists in a narrow and special sense. The 
authors appear to mean by it, in the proposition before us, 
simply labour, since. they say that, 'The demand of industry 
for the aid of capital will not be urgent if there is a large 
supply of capital in proportion to the population. Industry 
will not then be compelled to resign to capital enough of the 
produce to a,fford a high rate of interest.' But labour has 
many competitors at home and abroad for capital. Our National 
Debt, and the sums which foreign States have raised in Great 
Britain since the Crimean War. show how formidable is the 
-competition of publio borrowers, and to their demand must be 
added that of private borrowers for unproduotive purposes, of 
the intensity of. which the extent to which land in the United 
Kingdom is mortgaged affords an indioation. Looking, how
ever, only to the side of the question which the authors discuss, 
it seems to us important to bear in mind that the shares of 
labour and 'capital will depend, not merely on the demand of 
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labour for capital, but also on the demand of capital for labour, 
which varies much with the mode of production. When, in the
sixteenth century, pasture largely superseded tillage, labourers 
suffered heavily from a diminished demand on the part of 
capital. The authors clearly show that 'The progress of 
civilization increases the demand of industry for the aid of 
capital, independently of any increase in the population, for it 
causes 8. continual increase in the amount and expensiveness of 
the machinery and other things which men use as means to the 
attainment of their ends.' Several writers have inferred from 
this fact that the increase of fixed capital is detrimental to. 
labourers. But this is not a necessary consequence, nor has it 
been the usual consequence hitherto. The construction of rail
ways, it is true, resulted in the conversion of much circulating 
capital into rails, rolling stock, and plant. But the railways 
themselves, instead of diminishing, vastly augmented, the de
mand for labour. It was not men, but horses, they superseded 
in the business of carriage, and more men are now employed by 
railway companies in London alone than were employed for
:.;nerly by all the coaches in England. The power-loom, again, 
superseded the hand-loom, but it did not diminish the demand 
for manual labour in spinning and weaving; on the contrary, 
largely augmenting it. And wherever railways and machinery 
have made their way on the Continent the demand for labour 
has gone up with a bound. 

In connexion with the constituents of the rate of profit, it is 
observable that the authors ignore altogether Mr. Mill's analysis 
of gross profit into indemnity for risk or insurance, as well as 
interest and remuneration of superintendence. Their reason 
appears to be that they include insurance among the expenees 
of production, not in the net income which the owners of capital 
receive; but the point is one which ought to be made clear to 
the student. Moreover, the actual indemnity for risk that 
business investments afford by no means corresponds aocurately 
with the actual amount of risk. In a country like AmeriCY.'., 
and in a less degree in England, the love of epeculatioD and 
enterprise is such that risk is commonly underrated. On the 
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Continent of Europe, on the other hand, i~ has hitherto been 
generally over-estimated' through timidity, and the reluctanoe 
of people to trust money out of their sight. These different 
tendencies of national character would pro tanto' cause the 
average net rate of profit in business to be higher on the 
Continent of Europe than in the United States or Great 
Britain, in proportion to the rate of interest. 

Another remark which the subject suggests is, that the rate 
of interest on the best security, or the price of the funds, by no 
means affords a. measure of the amount which ought to be set 
aside as insurance, and therefore as p.art of the cost of produc
tion. Some of the most lucrative businesses have the good 
fortune to be also the safest; others, whose returns are scanty, 
are at the same time shaky, and perhaps on their last legs. It 
is not true of trade that high profits are another name for bad 
security, nor does the converse hold good. The equa.lity of 
profits is an illusion. 

The a.uthors distinguish emphatically between what they 
call normal values, or those which would result from the un
disturbed action of competition, and market values, or those 
actually resulting from the existing constitution and usages of 
the industrial world. 'The theory of normal value' is, in 'their 
words, ' the stinting-point fro~ which we must set out to explore 
all the various irregularities and unevennesS6S of market values.' 
The norwal value of a thing, in their view, is equal to its 
expenses of production; its market value, they show, may widely 
deviate from that standard. The deviations are actually greater 
than they show; but the main comment we have to make is, 
that competition itself is the main cause of these deviations, 
and of the irregularities and unevennesses of market values. 
Industrial liberty, and the eager pursuit of gain, produce an 
economic world, the vastness, variety, complexity, incessant 
change, speculation, and potent influencQ of chance in whiclt are 
-absolutely inoompatible with the knowledge and nice calculation 
of relative profits, npon which the theory rests that the prices of 
commodities are regulated in the long run by their ClOst of pro
duction. Market values, in fact,_with all their • irregularities 

o 
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and unevennesses,' are the true normal values, if by thai; phrnse 
be meant what the authors mean-the values resulting from 
the aotion of competition. That even in the long run-to use 
the somewhat lax and unsoientifio phrase which we are not a 
little surprised to find writers of their powers of acourate thought 
and expression repeatedly and emphatically employing-profits 
are not equalized, or prices adjusted to the expense of production, 
.as their theory of norma.l value assumes, appears by their own 
,statement. Even in little villages, they say, in which one 
might imagine at first that everyone knows all his neighbours' 
affairs, and what profit every trade yields, it is not so, and very 
little beyond the fact that one man seems to be prosperous, 
another the reverse, is really known. Some of the villages in 
which this is so have existed for several centuries-a tolerably 
long run. How much less can the relative gains of all the wf
:ferE)nt occupations of the great industrial world be known to the 
owners of capital, and equalized by their competition? The more 
people investigate market values by such lights as the book before 
us affords, the less heed they will give to the values ot Rioardo's 
theory, and the more they will be led to reverse his mode of 
procedure, and to make market values the starting-point from 
whioh to arrive at true norma.l values-that is to say, those 
resulting from the operation of unrestricted competition. 

Mr. and Mrs. Marshall's book is full of information and 
novel and apposite illustra.tion. It will, we hope, pass through 

. several editions j and among the changes which we venture to 
suggest are, the total dismissal of the phrase' in the long run' 
from their pages, and a less sparing application of the term 
, laws' to provisional and hypotheticalasllumptioos. There is 
a kind of brain that is prodigiously feliile in the production of 
, economio laws,' giving the name to every crude and hasty 
generalization or guess that occurs to it; but authors of the 
scientifio culture and ability which the work before us displays 
need no such pa.rade of scientiB,o terminology to command re
spectful attention. 



x. 
THE HISTORY OF GERMAN POLITICAL 

ECONOMY.-

Two different conceptions of Politioal Economy now divide 
(lconomists throughout Europe; of which, looking to their 
origin, one may be called English, the other German, though 
neither meets with universal acoeptance in either England or 
Germany. English writers in general have treated Political 
Economy as a. body of universal truths or natural laws ; or at 
least as a science whose ~undament81 principles are all fully 
ascertained and indisputable, and which has nearly reaohed 
perfection. The view, on the other hand, now "almost unani
mously received at the universities, and gaining ground among 
practioal politioians, in Germany, is that it is a branoh of 
philosophy whioh has received various forms in different tim~8 
Bnd places from anteoedent and sU1Tounding conditions of 
thought, and is still at a. stage of very imperfect development. 
Eaoh of these conceptions has its appropriate method; the first 
proceeding by deduction from certain postulates or assumptions, 
the second by investigation of the actual course of history, or 
the historical method. In England it is usual to speak. of in
dllotion as the method opposed to a pliori deduotion, but the 
inductive and historioal methods are identioal. Both aim at 
disoovering the laws of suooession and oo-existenoe which have 
produced the present eoonomic struoture and condition of sooiety. 
A subsidiary branch of historical investiga.tion tra.oes the progress 
of thought and philosophioal theory, but this branch has the 
closest relation to the. main body of eoonomio history, since one 

• Fortniyllt1v ll",,;..o, July 1, 1876. 
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of the chief conditions determining the subjeots and forms of 
thought at each period has been the actual state of society; 
and ideas and theories, again, have powerfully influenced the 
actnal phenomena and movement of the economio world. Dr. 
Wilhelm Roscher's ~ History of Political Economy in Germany' 
(Gesckickte der National-Oekonomik in Deutschland) is by far 
the .:most considerable contribution that has yet been made to 
this subsidiary branoh of inquiry. It would be impossible in 
II few pages to review a book whioh ranges over several centuries, 
and disousses the doctrines of several hundred authors, besides 
drawing from numerous unnamed works. What is sought here 
is to indicate some of the leading features in the history of this 
department of German thought, with some observations sug
gested by Rosoher's book, or by its subjeot. 

An English historian oited by Rosoher speaks as if the 
history of political eoonomy had begun and almost ended with 
Adam. Smith. Rosoher himself begins with the Middle Ages, 
and ends with the conflioting doctrines of different schools and 
parties in Germany at the present day. The struoture and 
phenomena of mediooval sooiety in Germany, as elsewhere, were 
far from suggesting an economio theory based on individual 
interest and exchange. Common properly in land, oommon 
rights over land held in severalty; scanty wealth of any kind, 
and no inconsiderable part of it in morlmain, or otherwise 
intransferable; labour almost as immovable as the Iloil; pro
duotion mainly for home consumption, not for the market; the 
division of labour in its infanoy, and little oiroulation of money; 
the family, the commune, the corporation, the class, not indivi
duals, the component units of sooiety: such are some of the 
leading features of mediooval eoonomy .. In the intellectual 
world the division of labour was even les9 advanced than in 
material prodnction; philosophy was in the hands of an ec
olesiastical order, antagonistio to both the individual liberty 
and the engrossing pursuit of wealth which modem political 
economy ·assumes. Roscher points to the Canon Law ~ 
embodying the earliest economic theory, 'and it is deeply tino
t\lred with both communism and ascetioism; poverty is the 
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state pleasing to God, superfluous wealth should be given to 
the Church and the poor, interest on money is nnlawful, to buy 
in the cheapest and sell in the dearest market is a. twofold 
wrong. Nor did the secular law harmonize better with modern 
economio assumptions. Every system of positive law, as 
Roscher observes, has a corresponding economic system as! its 
background; and the economio system at the back of the secular 
law was based on status, not on contraot-on duty and loyalty, 
not on individual interest. Thus whether we look to the actual 
economy of medilBval Germany, to its moral philosophy, or to 
its positive law, we find a condition of things incompatible with 
the economio dootrines of modern times. 

A new era opened with the Reformation, and Roscher 
diviJes the hid tory of modern political eoonomy in Germany 
into three periods, the first of whioh he calls a theologioal and 
humanistic one (das theologisch-hllmani8tische Zeitalter) , on 
account of the influence of both the dootrines of the Reformers 
and the literature of classical antiquity. But the economio 
movement of sooiety itself tended to awaken new ideas. The 
Heformation not only created considerable economic changes of 
& material kind, but was in fact the result of general sooial 
progress, one aspeot of the economic side of which shows itself 
in the discovery of the new world, and the consequent revolution 
in prices. In Germany, too, though to a less extent than in 
England, something doubtless was visible of that change from 
status to contract, and from service for duty to service for per
sonal gain, which struck the great English poet, who was 
himself among the productions of the new age.· We may take 
Erasmus and Luther as representatives of the economia influences 
of the new theology and classical literature in Germany. The 
saying of the mendicant fria.rs with respect to theology is true 

.. • 0 sood old man! how well in thee appears 
The constant aenwe of the antique world, 
When service Bw;eat for duty, not for meed.! 
Thou art not for the fashion of these times, 
When none willllWeat but for promotion.' 

.4.. Y ... L>k8 It, act ii., Be. 8. 



86 TIre Histo-ru of German 'Political Economy. 

also, Roscher observes, in the region of economics, that Er!l.8mU8 
laid the egg which Luther hatched. ' Er~mus. going back to 
the best age of classical antiquity as well as to pure Christianity, 
proolaimed that labour was honourable.' Luther praachet! the 
same doctrine, and moreover anticipated Adam Smith's proposi
tion, thp.t labour is the measure of value. Luther's enthU8ia~m 
for tllb increase of population illustrates the connexion of the 
eoonomio ldeas of the age with both its theology and its material 
oondition,.since it sprang on the one hand from antagonism to 
monastio celibacy, and on the other hand from the rapid increase 
in the means of subsistenoe. The chief eoonomia influences of 
classical antiquity are classed by Roscher under five heads. Its 
literature, being that of a high state of civilization, furthered 
the rise of GEU'many to a. higher social stage. The States from 
which this literature emanated were cities, whose example 
fostered the development of town life and economy. They 
were also highly centralized States, with the liveliest national 
spirit; and their history .and ideas could not but promote the 
development of the modern State and of national unity, as 
opposed to the mediooval division of each nation into innu· 
merable petty groups and governments. They were alao either 
monarchical or democratio States, the study of which tended to 
accelerate the decline of the feudal aristocracy. Lastly, types 
of life and thought so unlike those wnich the mediooval world 
had bequeathed could not but nurture a critical and inquiring 
spirit, which made itself felt in the economio, as in other 
directions of the German mind. The only indications, however. 
of an independent eoonomio literature in this period seem to 
have been the writings of Camerariusand Agricola on currency. 
Germany seems to have produced nothing so remarkable as the 
famous tract by W. S., once attributed to Shakespeare, which 
the revolution in prices and the contemporary economio changes 
gave birth to in England. • The period closes with the Thirty 
Years' War,' in connexion with which Roscher adverts to the 

• See an Essay by the present writer 011 the • Distribution of the Precious M<:tal& 
in the Sixteeuth and Nineteenth Centuries,' reprinted ia tru. volllJIUl. 
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influence on Germany, both for good and for evil, of its 
geographical position; including among its beneficial effects a 
disposition to learn from all sides, which is visible in the 
subsequent history of its economic ideas and literature. 

The second period in the history of German political economy. 
whioh covers more than a. oentury from the Thirty Years' War 
to the period of Frederick the Great, is called by Roscher daB 
jlulizf'iliclwameralisticlte Zeitalier, as being one of State regula
tion and fiscal science. The term' cameralistic,' which makes 8. 

great figure in early German economics, originated (as Roscher 
mentions in another work) in the office or chamber (Cammer), 
whioh in eaoh German State was charged with the supervision 
and administration of the Orown revenues. Hence the science 
canodcamerali~fi8clte Wissenschajt, which is perhaps best explained 
by reference to one of the two objeots which Adam Smith, at 
the bpginning of his a.coount of the Mercantile system, says 
political economy, 'oonsidered as a branoh of the science of the 
statesman or legislator,' has in view. It proposes, he says, to 
provide 8. plentiful revenue both for the State and the people. 
Cameralistio science aimed at augmenting the revenue of the 
State or the sovereign, rather than the people. Roscher's second 
period might, more intelligibly to English readers, be dis
tinguished as the Mercantile period, since one of its chief 
features was the Meroantile system, interwoven with the system 
of State regulation and finanoe. It is a modern error, which, 
as Rosoher remarks, is not attributable to Adam Smith, to 
ascribe to the Mercantile sohool the notion that money is the 
only wealth. What that school really taught was that money, 
in Looke's words, was the most solid and substantial part of the 
moveable wealth of a country; that it had more extensive utility 
than any other kind of wealth, on acoount of its universal 
exchangeability abroad as well as at home; and that a consider
able stook of the preoious metals in the treasury of the State, or 
within its rea~h, was requisite as a provision for foreign wars. 
Money had really acquired great additional usefulness and 
importance by the change from the mediooval to the modern 
eoonomy, with the Bubstitution of payments in coin for payments 
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in kind, and the great increase in the division of labour, and in 
trade, both internal and foreign. And as the Meroantile system 
was thus conneoted on the economio side with the actual move
ment of sooiety, so on the political side it was connected with 
the growth of monarchical States, increased activity and in
terference on the part of the central governments, and the 
mainteuance of monarchical armies, and increased need for 
money in State finance. A circumstanoe not adverted to by 
Roscher, which doubtless contributed to the growth of the 
Mercantile system, was the revolution in prices, and in interna.
tional trade, consequent on the influx of American gold and 
silver, 'which really placed the countries with a small stock of 
money and If. low range of prices at a. disadvantage. l'hey 
bought dear and sold cheap in the foreign market. The system 
was thus not so irrational in its objeots as many modern writers 
have supposed; bnt its history is chiefly important, in the point 
of view with which we are concerned, as illustrative of the 
connexion between eoonomio theories and surrounding pheno
mena and conditions of thought. 

The first period in Rosoher's division is, as already said, 
classed by him as theologioal and humanistio. In the second 
period German Political Economy in his view disengaged itself 
finally from' both theology and jurisprudence, and became an 
independent science. It is, however, a fact of no small impor
tanoe to a right understanding of economio history, and to a due 
appreoiation of the authority of some of the economic doctrines 
of our own day, that economio philosophy was so far from 
emanoipating itself in the seventeenth cex;ttury completely and 
finally from theologioal and juridical theories, that the system 
not only of the Frenoh Physioorates, but also of Adam Smith, 
whose ~ Wealth of Nations' had a prodigious influence, over 
Germany, was in great part built on an anoient juridical theory 
in a. modern theological form, and pe~etrated by a. theological 
spirit. Roscher's third period, which Tea.ches down to the 
present day, begins with the introduction of the system of the 
Physioorates into Germany, where, he says, it influenced only 
some individual minds, adding that in England it could gain 
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~lmost no ground. But the influence of the' Wealth of Na
tions,' both in Germany and elsewhere, was so great that • the 
whole of political economy might be divided into two parts
before and since Adam Smith-the first part being a prelude, 
nnd the second a sequel (in the way either of continuation or 
opposition) to him.' The system of the Physiocrates .had 
doubtless some peculiar features, traceable to its country and 
parentage, the study of which throws much light on the causes 
which have shaped economio ideas, and forms an instructive 
chapter in the general history of philosophy. Nevertheless its 
main foundation was essentially the same as that on which 
Adam Smith's political economy rested. Uoscher himself, along 
with other eminent German economists, has drawn attention 
to the (Jonnexion between both systems and the idea of a Law of 
Nature, which eighteenth century philosophy had derived from 
Roman jurisprudence. What they seem to have overlooked is, 
that both with the Physiooratel and with Adam Smith the Law 
of Nature distinotly assumed a theological form. The simple, 
liarmoruons, and beneficent order of Nature whioh human laws 
should leave uudi.turbed and only protect, became of divine 
institution, and Nature in short became Providence. Dupont 
-de Nemours, who invented the name Physiocratie, to signify 
the reign of natural law, says in the dedication of the system 
to the sovereigns of the world, , Vons y reconnaitrez 1& source 
-de vos droits, la base et l'etendue de votre autorite, qui n'a et 
ne peut avoir de borne que celle imposee par Dien meme.' 
In Adam Smith's lectures on moral philosophy, political 
~conomy formed one part of a course of which natural theology 
was another part, and the real ground of his confidence in the 
beneficial economy resulting from the undisturbed play of indi. 
vidual interest is expressly stated in the' Wealth of Nations,' 
as well as in his 'Theory of Moral Sentinients,' to be the 
£uidance of Providence. • Every individual necessarily labours 
to render the &:nnual revenue of the society as great as he can. 
He generally, indeed, neither intends to promote the' publio 
interest, -nor knows how muoh he is promoting it. He iutends 
only hiB own gain, and he is in this, as in maDY other cases, led 
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by an invisible hand to promote an end whioh was no part of 
his intention.'· The prooess of speoialization, which has diffe
rentiated one branch of. secular knowledge after another from 
theology, had not reaohed political economy in Adam Smith's 
age, nor with many of his successors. Scientifioally regarded, 
the theory of Malthu8 was fatal to the assumption of a beneficent 
tendency of the natural desires of mankind, but it did not 
prevent Arohbishop Whately from finding in political economy 
the strongest evidences of natural theology; and the harmony 
of a. beneficent economy of Nature with the theism of moderll 
times unquestionably contributed, though often by an unper
ceived connexion, to the success which the political eoonomy of 
Adam Smith and the system of [aiS8e! faire met with in Germany 
as well as England.t The principal merit of Adam Smith', 
economic philosophy has been generally overlooked. He com
bines the historical method of Montesquieu with the theory 
of Natural Law; and although that theory, together with his 
theological system, gave a bias to his inductive study of the refll 
order of social progress, he has a true title to be regarded 11.8 the 
founder of the historical method in political economy, in the 
sense at least of having been the first to apply it. In Germany p 

it is true, this method has been of indigenous and more recent 
growth, having been transferred from other branches of German 
historical science, especially in relation to law. And as Adam 
Smith's system has been generally associated only with that 
portion of it which is b~ed on Natural Law, the historical school 
of German economists have for the most part assumed an attitude 
of antagonism to what they call Smithianismus. 

The last chapter of Roscher's history describes the tenets. 
and methods of the different schools and parties whioh th& 
economic and political condition of Germany on the one hand, 
and the progress of science on the other, have evolved during 
the last thirty years. Dr. Roscher does not exclude even 

• Wealt4 oj Naliotta, book iv. cbap. ii. • 
t American political economy to thie day is theistical, and ita prineiplee dra .... .a 

in greo.t m.e&sure from &S6umptlOn. respecting the method of Divine goTOI'Il_t. 
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sooinJism from a place in his history, Lis objeot being to portray 
all the prinoipal phases of German thought on the subject of the 
production and distribution of wealth. Two conditions con
curred to stimulate eoonomio inquiry and discussion in Germany 
in recent years: the material progress of the country in popula
tion, product~on, trade, and means of communication, presenting 
new economio phenomena and raising new probleme, espeoiallY 
in relation to the working classes; and the great contemporary 
progress of the scienoes of observation, especially history. 
Politioal causes, too, have had a share in producing a diversity 
of eoonomioal oreed. Rosoher distinguishes five different groups, 
designated as free traders, sooialists, reactionary oonservative 
eoonomists, officials, and the historical or I realistio' sohool. Of 
these five groups, two, however (the I reactionary' and the 'offi_ 
oial' economists), may be left out of consideration here-the for
mer as insignificant in number, and the latter as distinguishable 
only in reference to the subjeots on whioh they write, and the 
special knowledge they bring to bear on them. We need 
concern ourselves only with the free-trade school-sometimes 
callcd, by way of reproach, the Manohester party-the socialists, 
Or sooialist-democrats (Socialdemokraten), and the realistic or 
historical sohool. The free traders, under the leadership of 
Prinoe Smith, Michaelis, and J ulins Faucher, formed, some 
years ago, an association called the German Economic Congress 
(Volksu:irtli8ckajtliclter Congress), and all German eoonomists 
are agreed that they rendered great servioe to Germany by their 
strenuous exertions for industrial and commercial liberty. 
Roscber, too, l'efuses to stigmatize them with the name I Man
chester party,' on aocount of their patriotism; but he objeots to 
their economio theory, which was that of Bastiat and the oid 
English laisseJ jairs sohool, as too abstra.ct, too optimist, and 
too regardless of history and renJity. But many of the younger 
members are broader in their creed, a.nd by no means opposed 
to the historic8.I or realistio methoa of economic inquiry. The 
socialists or social democrats, of whom Karl Marx and the late 
Ferdinand Lllssalle may be taken as the exponent!!, aim both at 
political revolution and at the abolition of private property in 
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land and capital; and Roscher points out that they are eveu 
more unhistorioo.lin their method, and more given to misleading 
abstractions-for example, the argument that capital is aocumu
lated labour, and labour therefore should have all its produce
than the extremest of the elder free traders. Signor Pozzoni. 
signally errs in classing, in a recent artiole in this Review, the 
realis~ German school with the socialists. The realistic sohool, 
whioh has its chief strength in the universities, is no other than 
the historical school, which Signor Pozzoni classes apart; and 
the Association for Social Politics (V ereilJ fur Social-politik) 
which its membert! have formed, and which, by a play on words, 
led to the niokname of Katlleder-Sociali8ten, now includes some 
of the Economio Congress, or free-trade party, along with 
Government officials, merchants, and manufacturers, as wellll.8 
professors and working men. The true meaning of the torm 
I realistic' is suffioiently explained by Roscher's words :-' The 
direction of the political economy now prevailing at our univer
sities is with reason called realistio. It aims at taking men as 
they really &fe, influenced by various and withal other than 
economic motives, and belonging to a partioular nation, sta.te, 
.and period of hilStory.' . Man, in the eyes of the historical or 
realistio school, is not merely 'an exohanging animal,' as 
Archbishop Whately defined him, with a. single unvarying 
interest, remoyed from all the real conditions of time and place 
-a. personification of an abstraction j he is the actual human 
being suoh as history and surrounding ciroumstances have made 
him, with all his wants, passions, and infirmities. The econo· 
mists of this sohool investigate the aotual eoonomy of society 
and its ca.uses, and are not content to infer the distribution of 
wealth from the possible tendencies of undisturbed pecuniary 
interest. Such a. practical investigation cannot be without 
practical fruit, but its chief aim is light. And it ill needleas to 
say what a boundless field of instruction the study of the econo
mic progress and condition of society on this method opens up. 
Among the works which it has recently produced in Germany 
may be mentioned Roscher's eN ationalokonomik des Ackerbaues,' 
Sohmoller'~' Gesohichte der deutsohen Kleingewerbe,' Drentano's 
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, Arbeitergilden der Gegenwart,' and Nasse's well-known' Essay 
on the Agricultural Community of the Middle Ages in England.' 
Nor has the historical method been unproduotive in England. 
A great part of the' Wealt\l of Nations' belongs to it; and to 
it we owe Malthus' • Treatise on Population,' Tooke's' History 
of Prioes,' and Thorold Rogers' • History of Agriculture and 
Prices! Sir Henry Maine's works on' Ancient Law,' 'V,illage 
Communities in the East and West,' and the • Early History of 
Institutions,' not only afford models of the historioal method, 
but actually belong to economio as well as to legal history, and 
exemplify the Dature and extent of the region of investigation 
which those English economists who are not content with barren 
abstraction have before them. 

Nothing can be more uufounded than the imputation of 
so~ialist or destruotive tendenoies whioh the niokname of 
Katheder-Sociali8ten has linked with the historioal school of 
German eoonomists. Historioal philosophy has assuredly D() 
revolutionary tendencies: it has been with more justice aocused 
of tending to make its disoiples distrustful of reforms whioh do 
not seem to be evolved by historioal sequenpe and the sponta
neous births of time. But, as a matter of fact, a great diversity 
of opinion is to be found among the eoonomists of this sohool in 
Germany; some being oonservative and others liberal in their 
politics; but no revolutionary or socialist schemes have emanated 
from its most advanced Liberal rank. Their prinoipal praotioal 
aims would excite little terror in England. Some legislation 
after the model of the English Factory Laws, some system of 
arbitration for the adjustment of disputes about wages, and the 
legalization of trade-unions under certain conditions, are the 
main points in their praotical programme; and they are sup
ported by some of the warmest friends of the German throne 
and aristocracy. 

It is impossible to praise too highly the extraordinary 
erudition, the' immense industry, and the manysidedness of 
intellectual sympathy whioh distinguish Roscher's history of 
German politioal eoonomy i but we venture to suggest to him a 
revision of the brief notioe whioh it inoludes of the history of 
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English political economy in the last thirty 'Years. Generous 
in the extreme in his estimate of the earlier economio literature 
of this country, he is less than just in his critioism of it in recent 
years-an injustice of whicb the present writer may speak 
without prejudice, being excepted along witb Thornton and 
Thorold Rogers from Dr. Roscher's unfavourable judgment: 
one f01'-which no other reasons. are assigned than some defects 
in:Mr. Mill's system, on the one hand, which are reallyattribu
table to :Mr. Mill's predecessors, and the doctrines of a writer: 
on the other hand, who represents no English School, and has 
no supporter among authors of economic works or professors of 
political economy in this country. In this single instance Dr. 
Roscher has deviated from the impartiality which is one of the 
great merits of his' History.' Readers interested in the historical 
study of political economy will find an excellent companion to 
Dr. Roscher's' History' in Dr. Karl Knies' highly philosophical 
treatise, I Die Politische Oekonomie vom Standpunkte der 
geschichtlichen Methode! . 

• Mr. II. D. Macleod. 



XI. 

ROSCHER'S 'PRINCIPLES OF POLITICAL 
, ECONOMY.'· 

MONTALEMBERT said he came to England from time to time to 
take a bath of liberty, and the eoonomists of his day, in England 
as well as Franoe, might have done well to take a bath now and 
then of both liberty and learning in Germany, although indus
trialliIe was Jess free there than even in France at that time. 
It is an indication of the narrow groove in whioh the study of 
rolitical economy has moved in this country under the influence 
of the a pt·jori method, that the first translation into English of 
one of Rosoher's works should be that before us by Mr. Lalor, 
an American, who has thus done a service to literature and 
philosophy that might have been done more than twenty years 
ago by an Englishman. 

A French translation of an earlier edition of this very work 
was made in 1857-a period at which it is doubtful if there was 
an economist in the United Kingdom, besides Mr. Mill, who 
knew so much as the names of the three most eminent German 
economists then living-Rosoher, Knies, and Hildebrand. Ger
many is, indeed, so entirely overlooked to this day by English 
opponents of the historical method, that they speak of its 
advocates as followers, or at least admirers, of Auguste Comte. 
The German historical 8chool is, in point of fact, strangely 
ignorant of the 'Positive Philosophy:' So curious instance of 
which is, that the only Comte referred to in Roscher's erudite 
pages before us is, not Auguste, but Charles, while so little 

• Tn. "UatUmll, Mareh 29, 1879: 



96 Roscher's' Principles of Political Economy.' 

known a French writer of the last century 8.8 Co.ntillon is orten\' 
cited in them. 

Sympathy with the working classes led in recent years to a 
strong reaotion on the part of a number of German professors 
against the optimism of C orthodox' political economy, and to 
the rise of the so-called or nickna.med Katheaer-Socialisten, some- ' 
timee-ignorantlyor artfully confounded with sooialists j but the- \ 
historical method, which Roscher, Knies, and Hildebrand bat! 
long before begun to Rfply, and the tendencies of German 
philosophical inquiry, must in any case have produced a revolt 
against the abstractions and fictions of the a priori method. 
As Erasmus is said to have laid the egg th'at Luther hatched, 
so doctrines of economic reform, now strong on the wing in 
Germany, may owe their origin in good part to Roscher, though 
their incubation may not be seen in his works. At first sight 
one might say, indeed, that the dilference between Ricardo'. i 
work on the 'Principles of Political Economy' and Roscher"j 
lies rather in the amount of historical research in the latter than II 
in. fundamental diversity of ,doctrine. So far as doctrine is I 
eoncerned, the difference is for the most part one more of ton&1 
than of principle, and often makes itself felt chiefly in the' 
absence of dogmatic formula, and of the use of rigorous and 1 
infallible logic affected by Ricardo's school. Mr. Cairnes and 
Mr. Bagehot might have put Roscher's chapters on profits, cost 
of production, and price, for example, into the hands of their 
followers without fear of shaking their faith: indeed, th& 
dissent from this part of the Ricardian system originated here. 
not in Germany. Again, like most English and French econo
mists, Roscher treats Ricardo as tbe discoverer of the law of 
rent, observing that, although he may not have given it th& 
best form, he is' as unquestionably entitled to the honour of 
haviDg discovered it as Malthus to that of having discovered thE. 
law of population. The truth is, that putting aside the claim 
of Dr. Anderson,. we might as well speak of the Ricardian 
doctrine of population as of the Ricardian theory of rent, 
Ricardo haviDg borrowed both alike from Malthus. His own 
words are :-' In all that I llave said concerning the origin and 
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'Progress of rent, I have repeated the principles which Mr. 
Malthus laid down in his U Enquiry into the Natur~ and Pro
gress of Rent," a work abounding in original ideas.' 

On the subject of population, as on that of rent, Roscher's 
doctrine coincides substantially with that of Malthus, Ricardo, 
and John Mill. Those who imagine that the rapid growth of 
the English population in the last three generations, while 
general wealth has advanced with equal rapidity, refutes the 
Malthusian doctrine of an inevitable check, preventive or posi. 
ti ve, to its increase at the potential rate, would do well to consider 
the evidence in Roscher's book as to what the potential rate is : 
for instance, that a woman between fifty and sixty years old has 
been known to have two hundred a.nd four descendants in her 
lifetime. Had the populati9n of England increased at the 
potential rate, even since the beginning of the present century, 
it would now much exceed a hundred millions, and would be 
more than two hundred millions at its close. At that pace, 
after a. few more generations, there would not be standing-room 
not to say breathing-room, for the nation. The most rigorous 
l\Ialthusian may, however, be content with Rosoher's language 
respecting the relation between population and wages. The 
working class can, indeed, he says, exeroise little control over 
the immediate supply of labour, on account of their immediate 
need of subsistence; but the future supply depends on their own 
will; and it is here that a permanent working-men's union. 
controlling the whole class, might exert powerful influence. 
A higher eoonomic condition of the class is maintainable only 
<In condition that they create families no larger than oan be 
.supported oonsistently with the maintenance of a higher standard 
()£ wants. It might, perhaps, be suggested that a higher standard 
of economy is in England more needed than a higher standard 
of wants, and that a working-man might better be required by 
publio opinion or by the opinion of his olass to save a oertain 
amount before marriage than merely to be earning some speoi
fied rate of wages. The reason for the necessity of external 
influence or moral control in the matter, one may add, is that it 
is not his own ~e and children, but othe' people's, that raise 

II 
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the price of. food and lower the prioe of labour against the
working-man. His own wife is gellerally worth more than her
keep as a housekeeper and cook, and his children soon bring in 
more than they take out of the family till. Nevertheless, 
Roscher properly rejects the doctrine of a 'wages-fund,' deter
minin$, by its proportion to the number of la.bourers, the
, average' rate of wages. His arguments on the subject are, 
however, hardly the strongest that maY,be advanced. and,like
several English writers, he II.8crjbes the £rst refutation of the
doctrine in this country to Mr. Longe, whose essay in its original 
shape contained no real disproof of the doctrine, while it was. 
not itself free from fallacy. The true refutation is, that there ia 
no such mobility of capital and labour 11.8 would make all the 
sums expendible in wages practically one fund. and the actual 
rates of wages are determined by 'different. conditions in different 
oases-for example, by competition, by combination, by mono
poly, and sometimes by the liberality of employers-so that th& 
aggregate amount of wages, is simply the sum of all 'the 
particular amounts, and the effect, not the cause, of the actual 
rates. Mr. Longe'S Bssay, like Single-speech Hamilton'a 
discoUl'se, produced an effect beyond its desert. Had Hamilton 
made a. great number of good speeches they might have all been 
forgotten, for people seldom remember much about anyone; but 
a. single oration was a surprise. and left an impression. Much 
of Mr. Longe'S criticism of Mr. Mill was erroneous. Thclre is, 
110 doubt, an element of truth in the argument put forward by 
Roscher long before Mr. Longe, that the capital of the employer 
is not the ultimate SOUl'ce of wages, but only an immediate fund 
out of whioh an advance is made, afterwards replaced by the 
buyers of the commodities produced. Roscher might have 
added; indeed, that the immediate fund is often not the 
employer's own capital, but borrowed by him on t~e credit hi. 
sales obtain for him. Yat there remains an important truth in 
Mr. Mill's proposition, that the funds out of whioh wages are 
paid must generally exist before commodities are made, not to-
6ay sold. The workmen cannot wait for their wages till the 
commodities are so'd; they may-never, indeed, be sold at all, 
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aud the employers may be ruined, although workmen have been 
paid their wages in full. The acc1}.mulation, then, of oapital on 
0. great scale, either by employers themselves -or by lenders, is 
a pre-requisite to the hire of labour on a great soole. Rosoher's 
tone towards Mr. Mill in this work,. it may be observed, is 
sometimes oomplimentary and som9ti~eB rather the reverse, 
the only English economist of whom he speaks contemptuously 
in. it being Mr. H. D. Macleod; though in his I History of 
Politioal Economy in Germany' all Ricardo's followers are 
shghtingly mentioned. . 

The generalisation whioh Rosoher makes with.respect to the 
successive part played by eaoh of the three ireat produotive 
agenoies-nature, labour, and oapital-well deserves the reader's 
reflection. The history of the eoonomio development of sooiety, 
he says, divides itself into three periods. In the earliest, nature 
is the predominant element, affording subsistenoe almost sponta
neously to a scanty population. In the seoond period, human 
labour is the chief agenoy: handiorafts multiply, guilds are 
established, anU a respectable and solid middle olass is formed. 
In the third period, oapital predominates, maohinery prevails 
over the manual workman, and the middle olass may deoline, 
and oolossal wealth be confronted by abjeot misery. One 
cannot but admit, in reference to this generalisation, that the 
disappearan!le of the small independent cra.ftsma.n is a deplorable 
feature of our present industrial economy, even if the condition 
of the common labourer at the bottom of the scale be less 
miserable now than it was under an earlier economy; nor does 
co-operation at present hold out muoh hope of a remedy. 

The historical information. and illustrations with whioh the 
pages of the book abound may interest many minds to whioh 
ordinary economio discussions are repulsive. It should, however, 
be known that, although a complete work in itself, Roscher's 
, Principles of Political Economy' forms part of a more compre
hensive scheme. In the preface to the first edition, ·its author 
announced that the I Grnndlagen der Nationalokonomie,' or 
'Principles of Political Economy,' 8sMr.Lalortranslates it, was ill
tended as the first part oIa complete' System der Volkswirthschaft,' 

H2 
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containing three other parts. Of these, ~he second, ' N(£tional~ 
okonomik des Ackerbaues,' has long since been published in 
Germany. :Mr. Alfred Marshall's lectures, and Mr. Joseph 
Nicholson's essay on Machinery and Wages, afford evidence 
that a generation of eC'onomists is rising who can dispense 
with the aid of translati?n to acquaint themselves with German 
works; but there- must . always be a large class of readers in 
this country as well as in Amenca. who require it: and Mr. 
Lalor would enhance the obligation he has already laid them 
under by translating .also the' Nationalokonomik des Acker
baues/ It is full of historical learning relating to the history 
of landed property, and of rural economy in England as well 
as on the Continent. A fact which English economists should 
take to heart is, that the only historical treatise on the subject, 
in relation to England, accessible in the English language, was 
written. by a German (Nasse, of Bonn), not an Englishman, 
and translated, ~ot by a. political economist, but by a cavalry 
officer, Colonel Ouvry. 



XII. 

LEONCE DE LAVERGNE.' 

L-\~T year one of the most remarkable Frenohmen of the age 
that has just closed-for both in England and, France a new 
and more democratio age has begun-passed away almost 
withont remark in this country, although .he had peculiar 
claims to a place in the memory of Englishmen. The name 
or Leonce de Lavergne was, indeed, better known ill England 
in the days of the Second Empite than during the decade 
following its oollapse,.notwithstanding that in the former period 
he was excluded from publio life, while in the latter the curtain 
which the Empire had drawn over political genius was lifted, 
and M. de Lavergne was a considerable person in the political 
world. A younger generation, however, had grown up, and 
many Englishmen who saw the name Lavergne recur in 

. aocounts of French parliamentary proceedings and political 
parties, were unaware that he had lived, as it were, twa previous 
lives, first, as a rising politician in the reign of Louis Philippe, 
and afterwards as a. distinguished author and economist. Four 
political epochs-the reign of Lo~is Philippe, the Seoond Re
public, the Second Empire, and the Third Republio-may be 
said to have been represented, though in different ways, in 
M. de Lavergne's career. Two of these epochs were, indeed. 
for him periods of seclusion and, politically' speaking, of 
obscurity; yet, indirectly, they exercised a powerful influence 
over the directions of his energies and the tenor of his thoughts. 
In the prefaoe to the ftx:st edition of his 'Essay on the Rural 
Economy of England' he said: 'J e m'adresse surtout a oeux 

• Fortmvlltlllllw"W. Febl'UOJY let, 1881, 
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qui, comme moi, se sont tournes vers 180 vie rutole, apres avoir 
essa.ye d'autres carrieres, et par degoM des revolutions de notre 
temps.' Repugnance alike to revolution and to despotism not 
only turned him from politics to, country life, but, deeI,ly 
coloured his views of rural economy. His whole career might 
be sho~ to throw an instructive light on the' part that sur
rounding social conditiolils on the one hand, and individual 
powers and bent on the other, play in determining the pursuits, 
ruling ideas, and achievements of men of unusual capacity. 
But the object of this memoir is simply to lay before the reader 
some account of Y. de Lavergne's life, conversation, and work, 
by one whd had the privilege of peculiar opportunities for 
observation. 

Louis Gabriel Leonce de Lavergne was bom at Bergerac, in 
the Department of Dordogne, in 1809, and was educated for 
the legal profession, but made literature as well as law an early 
pursuit. He was a frequent contributor to the 'Revue du 
Midi,' and in 1838 was nominated Profosseur de Litterature a 
180 Faoulte de Montpellier, but declined the chair. After prac
tising for a short time at the Bar, he took office under M. Guizot, 
as Sous-Direoteur au Ministere des affau'es etrangeres, and won 
the entire confidence and warm friendship of his illustrious 
chief. In 1846 he was elected 0. member of the Chamber of 
Deputies, a.nd was soon regarded as one of the most promising 
of the younger French statesmen. The Revolution of 1848 sent 
him baok to private life and to letters and philosophy. In 18·50 
he acoepted the Professorship of Rural Economy in the Institut 
National Agronomique; but one of the first measures of the 
Imperial Government was to'suppress that Institut9', in order to 
deprive him, and others whose politics were obnoxious, of their 
chairs. Speoial missions, by way of temporary compensation, 
were offered to the deprived professors. In his zeal for the 
improvement of French agrioulture, which had become his most 
engrossing objeot, M. de Lavergne undertook to report on 
Agrioultural Credit in England and Germany. In 1851 he had 
visited the Great Exhibition. and made a. tour through Great 
Britain, and he came again in 1852 and 1853. In 1854 his 
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famous' Essai 8Ul' l' Agriculture de l' Angleterre, de l'Ecosse, et 
-de l'Irlande,' was published. In 1855 he was elected member 
-of the Institute of France. In 1857 he issued a volume entitled 
• L' Agriculture et 10. Population.' In 1860 his great work, 
• Economie Rurale de la France depuis 1789,' appeared. Two 
later works, 'LesAssembIees Provinciales sous Louis XVI.' and 
.. Les Economistes Fran~ais du Dix-Huitieme Sieole,' brought 
him additional celebrity. He was the author also of various 
(l8saya in the 'Revue des Deux-Mondes' and the • Journal des 
Economistes,' and of contributions to the Transactions of the 
Academy of Moral and Political Sciences, which attracted much 
attention. In 1865 he was elected President of La. Societti 
Centrale de l' Agriculture, 'being now looked up to on all sides 
118 t.he highest authority in France on, all subjects connected 
with rural economy. It is pleasing to find a French official 
concerned in the administration of the domains of the State 
speaking, in one of the Reports of the Enquete Agricole, of 
• mon illustre maitre, M. de Lavergne,' at a time when it could 
little conduce to the advantage of a functionary of the Govern
ment to profess admiration for an avowed adherent to the 
Orleanist party, least of all one whose writings had made him 
an object of especial diafa-vour in high quarters. Of the public 
-career ot M. de Lavergne, after the fall of the Second Empire, 
something will be said hereafter. To realise what manner of 
man he was, . he should be Been and heard, as it were, in private 
life and retirement. 

The controversy carried on in England in the decade 1860-
1870 respecting the comparative merits of la petite and la fJrande 
p"opriete, and la petite and la gra~de culture, deeply interested 
M. de Layergne, and having Been an essay of my own on the 
subject, he invited me to visit him at hiB oountry-house in the 
Department of La. Creuse, in Central Fra.nce. I met him, 
.however, first in Germany, in the summer of 1868. He was 
already suffering from a gouty affection of the joints, which 
made the later years of his life a painful struggle between mind 
~nd matter, and he walked with difficulty. nia frame- was 
large; his face lighted by intellect and strongly expressive of 
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kindness; his manner, while unaffected and gentle, had It. 

natural dignity-one felt oneself in the company of one of the 
true upper ten thousand of the human raoe. There was a 
solidity of judgment, combined with a. play of wit, in his oon
versation that brought to my reoollection the observation of Sit" 
Thomas Overb~y, nearly three centuries ago, on the character 
of the Frenchmen of that age: ' For the most part they are aU 
imagination and no judgment; but those that prove solid excel:· 
A solid Frenchman is rarer than a solid Englishman; but when 
a Frenchman is solid, he excels now as he did in the days of Sir
Thomas Overbury, because he adds imagination and brilliancy 
to good Sense. :M. de Lavergne was a. thorough Frenchman. 
but he had also sober qualities, unoommon in France. The 
infirmity of most Frenchmen is that they give way too easily to 
passion; while the Englishman maintains his self-control, and 
ha~ therefore time for second thoughts and oiroumspection. 
Lavergne had the calm of an Englishman. 

At our first meeting, :M. de Lavergne spoke of his regard and 
respect for England and English institutions, adding with a smil&
that his wife, who was present, aocused him of Anglomania, and 
that he in turn charged her with .(\.nglophobia, a charge which 
:Madame de Lavergne did not repel. She was II. person of a. 
character and ,cast of thought unlike ~is; but they Vlere 
devotedly attached to each other and inseparable, their dif
ferences of opinion only making their society more interesting~ 
and never bordering upon discord. Passages in Lavergne's 
'Economie Rqrale de l' Angleterre' had left on my mind an 
idea. that some great "English landowners had been care£ul to
show him the bright side of Engla.nd, and of the English land 
system in particular. He replied to a hint to that effect that. 
on the contrary, he had declined invitations and letters of 
introduction in order to see things with his" own eyes, but a. 
curious thing had happened in one case. He had gone to selt 
a famous ducal residenoe and estate, and on arriving a.t the 

• Ob .... vlltiom on tlu Stat, 0/ FIfItie6 IIndd Henry J1'., 1609; DarL M1OC ... 
vill. 379. • 
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railway station found to his surprise one of the duke's carriages 
waiting for him. The duke, he was told, was absent, but had. 
given orders that he should be shown every attention, and taken 
wherever he wished to go. Supposing that BOme common friend 
had spoken of his intended visit, and that it would seem ungra
"ious to decline, he accepted the offered civility, and saw more 
than he could have done had he been left to his own lights. 
In the end it turned out that there had been a mistake j the 
duke had 'given orders about a foreign visitor, and the servants 
had taken the first foreigner they.met at the station. 

It was Lavergne's practice, when' visiting any new locality, 
and one which he told me had been very use-ful to him in his 
tours in Great Britain and France, with a view to a description 
of their rural soenery. to survey the sUlTOunding country from 
some commanding height. He seemed to have the eye, at once 
of a general, a sportsman, an agricultural expert, and an artist, 
seizing immediately all the main features of a landscape in every 
aspect. We were not far from the Rhine, and looking down on 
it from an eminence, he obser¥ed, one day, alluding to a passage 
in Michelet's picture of France: C Like Michelet, I fear to look 
at the heroic Rhine; not, however,' as Michelet says, • because 
a lotus-tree grows on its banks, leading me to forget my native 
land, but because it makes a Frenchman now think of his native 
land with anxiety and apprehension. I dread a war for the 
Rhine. It would be either victory for Germany or victory 
for the Second Empire, and it is hard to say whioh of the 
two would h.e the more injurious to France in the end. Either, 
Dloreover, must result in a permanent increase of European 
armaments, already the curse of our age.' 

In the antumn of the same year I was M. de Lavergne's 
guest at Peyrusse, on the brow of a m01.intain glen formed by 
the river Taurion, or Thorion, in one of the most desola.te 
tli..stri.ots of La Creuse, where he had, through his wife, an 
extensive though not a very profitable estate, mostly in forests. 
from 'Which immense quantities of wood were a.nnually sold at 
LimOge8, chiefly for use as fuel in the ma.nufaoture of porcelain. 
In his invitation Lavergne had ~oken of his residence as C notre 



106 Leonee de Laverflne. 

ermitnge: and though he did not lead quite the life of Ii hermit, 
since Madame de Lavergne shared his seclusion, and he had a. 
household of servants, no hermit could have ~esired a. wilder 
solitude. One might wander for hours through his woods with. 
()ut seeing a. living creature-unless, perhaps, a serpent, or a. 
she-wolf and her young. On the desert hills in the neighbour
hood ooe might meet a bergere tending a. few lean animals, but 
the masculine termination, berger, was unknown. The able
bodied men of the department were working as masons in great 
towns, espeoially Paris, where the public expenditur~ on building 
was enormous, and almost all outdoor work was done by women. 
One day we drove to a village on a mountaiu 80me miles from 
Peyrusse, where we saw a few women and children; but not .. 
human being was visible on the road or from it, going or 
returning. • L'ampire, c'est Is. paix: Solitudinem faoiunt, 
paoem appellant,' said Lavergne.. The publio expenditure in 
Paris averaged more than £30,000,000 a-year, draining both 
money and labour from the rural districts, while, at the same 
time, the army carried off a percentage of the rustio youth. I 
remarked that La Creuse owed to the Empire, at any rate, the 
residence of Lavergne himself for a good part of the year; for 
were the Orleanist dynasty restored, his political occultation 
would cease, and he would be resident chiefly in Paris. - He 
replied that the Emperor's policy was to make himself the only 
conspi~uous figure ill France, and to allow no lesser light, how
ilver faint, to be visible. Napoleonio ambition had always b€'en 
()f the kind denounced in Bacon's essay: 'lIe that seeketh to 
he eminent among able men hath a great task, but that is ever 
good for the publi,c. nut he that plots to be the only figure 
4tmong ciphers is the decay of a whole age.' Lavergne added, 
llOwever, that he had no personal reason to dislike the Empire, 
for the peaceful retirement of Peyrusse had great charms for 
him, and now more thaD evert' since his health had become far 
from robust. There had been a. time, indeed, when his own 
farm had been more tha.n a mere amusement. During the 
scare at the Rell Speotre, conjured up to frighten th~ French 
na.tion into regarding Louis Napoleon as the .saviour of society, 
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-nn business in many parts of France had been suspended. 
Lavergne's own wood could find no market, his tenants could 
pay only in produce which was unsaleable, and a property he 
had in the South remitted no income. The want, both of local 
nlarkets and of cheap communication with I distant markets, he 
.continued" which resulted mainly.from the monarchical system 
()f concentrAting the public expenditure (introduced by Louis 
XIV., and followed' under the Empire), was the principal cause 
-()f the pt'rpetuation of the medireval tenure of metayage. The 
soil must be made to grow, not the crops for which it might be 
best adapted, but the necessaries of life for both owner and 
.cultivator-who, aocordingly, divided its produoe in kind. 
Lavergne waged an incessant war against the Imperial finance. 
Doth the excessive amount of the publio expenditure and its 
unequal distribution were constantly pointed at in his works as 
the main obstacles to the eoonomie progress of the Departments 
-()f France remote from the capital. He was regarded, accordingly, 
with an evil eye at the Tuilleries as a rancorous enemy. but there 
was nothing personal in his antagonism. His motive was not 
antipathy to the Emperor, but sympathy with the peasant, as 
the real saviour of French society. 'Dans toute8 nos grandes 
crises historiques,' he eloquently urged, 'Ie paysan fran~ais, si 
bienepel'sonnifit~ par Jacques Bonhomme, a toujours fini par nous 
tirer d'affaire .•.. Si Ies autres classes de III, soeiete fran~aise, 
riches, bourgeois, artisans de villes, valaien,t pour leurs roles 
ce que Jacques Bonhomme Taut pour Ie sien, ce n'est pas 
l' Angleterre, o'est III, France qui serait depuis longtemps Ie 
premier peuple de l'univers."" 

:Much as :M. de Lavergne detested the Imperial system of 
gov;ernment, a singularly mild temper and sweet disposition 
made him incapable of personal resentment, and he never spoke 
{)f Louis Napoleon with bitterness. When I applied some 
titrong epithets to the perfidious Coup d'Etat and the oruelties 
that followed it, he said calmly, correoting one of my adjec
tives, 'Non, il n'est pas mechant, il est grand menteur. Voila 

• L'.4gl'ieulture ,t III Population, 2nd ed., 342.3. 
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tout.' Of the falsehood pervading the administration tllrough
out all its ramifioations, he gave ourious instances. I inquired 
about Prince 1/1 1/1 1/1, ambassador at the court of '" • •. 'ITe is 
no more a prince than you or It' was the answer; 'indeed, even 
less, for it has never been proved in a,' court of law tbat I am. 
not a prince, and I presume it ha\'l never been proved that you 
are not.' In referenoe to the Coup d'Etat, he repeated an ex
pression which he had used in Germany, 'Les Anglais sont 
tres indiscrete,' and gave an instance affecting himseU. On 
the very day of it (Deoember 2, 1851), he .had paid a, visit at 
the house of a neighliour and political friend in Paris, where 
he met an English lady, the wife of an English author of groat 
celebrity, hereeU well known in the literary and social wOlld~ 
of both London and Paris. Everyone spoke out, 9.S he sup
posed, in confidence and perfect security. To his dismay, a. 
few days afterwards, he saw an account of the visit in a great 
London journal. 'Cela pouvait pr~cieement m'envoyer a. 
Cayenne.' Anyone on whom suspicion fell of being hostile to. 
Louis Napoleon's proceedings or pla.ns was liable to be trdllll
ported to Cayenne without form of trial. In this'instanoe, how
ever, M. de Lavergne appears to have been so far mistaken, that 
no breach of confidence or discretion was actually committed by 
the English lady. Her letter, as a recent reference to the file 
of the journal in question has satisfied me, was not written 
fot publication, and was cautiollSly expressed j nor was there 
reason, at the moment at which she desoribed what had passed. 
to suppose that a mere allllSion to' M. de Lavergne, in such a. 
way as to identify him, could expose him to danger. The 
letter was written on the evening of December 2, when some 
arrests of eminent persons had been made, but before any mas
sacres in the streets or deportations to Cayenne had taken place. 
It found its way into the 'Times' of December 6, 1851, under 
the heading 'The following are extracts from a lady's letter! 
'Paris, Tuesday evening, December 2. At about twenty 
minutes past one o'clock I set forth with Miss B., attended by 
my two servants on foot. Finding, however, that carriage~ 

passed through the Faubourg St. Honore, we took a remiJ!e~ 
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l1nd drove to the house of M. de F., near the Madeleine, and 
went in and found Madame'de T. and M. de L. M. de T. w~ 
gone out to confer with other members of the Assembly on the 
(Joourrences of the morning. M. R., Con8eillel· d'Etat, joined 
u~, and related some faots, of which the following are the prin
cipal.' [The arrests of Lamoriciere, Chan garnier, and other 
generals, are described, and some other particulars given.] 'At 
eleven o'clock all was hushed, and so ended a day pregnant 
with disquiet and sinister auguries whioh assuredly have seldom 
been better warranted, for so monstrous an exercise of brute force 
()n the part of the exeoutive has few precedents in history.' 
Seeing this letter in the TillU'8 a week afterwards, when the 
f1treets were red with the blood of peaceful citizens, when men 
were hourly disappearing to be seen no more, and all Paris was 
iluaking, it was natural that Lavergne should have been startled 
at an allusion to himself as having been in disaffected company. 
But the writer of the letter eould hardly have foreseen such 
ground for alarm. It is even possible that its publication did 
more good than harm to M. de Lavergne. The persons oarned 
()fI' to Cayenne were of inferior note, and Louis Napoleon was 
"by no means desirous of raising an outory from the English 
press. Looking at all the ciroumstances, there seems no reason 
for withholding the name of Mrs. Grote as the English lady of 
whom Lavergne·spoke. 

~'hi8, however, was only a Bingle instanoe of English india
()retion in his eyes, from the French point of view. There was 
the correspondence in the English newspapers during the Cri
mean war. Mr. Senior's notes of conversations with eminent 
persons, of whom Lavergne was one, likewise appeared to him 
a highly charaoteristio English proceeding. • But Mr. Senior's 
notes are not printed,' I suggested. ' No,' he rl'plied, 'but 
scores of people, I might say hundreds, ha.ve seen them, and 
many more hav!! heard of them. And, doubtless, they will be 
printed. No Englishman or Englishwoman can keep anything 
from the printing-press. It is astonishing to me that printing 
'Was not an English invention, and that Caxton should have 
borrowed it from the Continent.' On several occasions he 
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reourred, half in jest, to the English lack of retioenoe and dis
cretion in relation to printing. I told him, for instanoe, that I 
had visited a JeNne ecole near Rennes in: Britanny, about which 
he had spoken to me, and on my way baok to my hotel, ob· 
serving a number of women as well as men ~oming out of a. 
large printing establishment, had askea a question about the 
employment of women in the business. As the foreman to 
whom I spoke brusquely refused to answer, I explained that I 
was a professor of political economy, and therefore took an 
interest in the supject, as there had been combinations against. 
women in the printing trade in LondoD. Whereupon the 
man gesticulated furiously, snapped his fingers in my face, and 
made various other demonstrations of incredulity and hostility. 
Lavergne tranquilly observed tllat it must have reached Bri
tanny that the English were very indiscreet, above all in matters. 
of printing. . On other points he took a more favourable view 
of the English than his wife, dill. He considered them mild 
and gentle, 'Les Anglais sont tres doux.' Madame, on tb9 
other hand, maintained that the roughest creature to be seen on 
the Continent was, the British tourist, and that even in good 
society the English were unmannerly. One instance wa.s, that 
Lord" .. "', whom they had invited to dinner in Paris, kept tl19 
~ompany three-quarters of an hour waiting, and, instead of' 
apologizing, coolly said he had been spending three charming 
quarters of an hour w\th the Duchesse" - -. Another English
man had a habit of talking of the Comte de Paris and the Duo 
d' Aumale as 'Plj.ris' and C D' Aumale,' without titles-' as if 
our princes were nobodies,' said Madame de Lavergne. She 
added that she had seen English ladies and gentlemen crowd 
round M. Thiere in his salon, and stare at him with a grin, as 
though he were a monkey performing tricks. Lavergne said 
he did not mean to pionounoe on the manners of the Engfuh 
from an msthetic point of view, but au fond they were the 
best-tempered nation in Europe. He had never seen a IurioM 
quarrel between Englishmen, such as one might see any hour 
in the streets of a French town. Everything seemed to work 
smoothly without a. hard word. The English railway polter" 
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compared with his fellow in Germany or France, was an angel; 
the English guard, IJ.n archangel. The liberality and courtesy 
of the Company to passengers on the North-Western Railway 
had impressed him as one of the most remarkable results of 
modern civilization. The gentleness of the English might be 
partly the effect of physioal causes, but he attributed it ohiefly 
to a. happy politioal and civil history, and exemption from 
oppression; the Germans pf the same raoe being irasoible and 
quarrelsome. The Englishman's voice was like that of a. bird; 
it came from the head, instead of from the Beat of passion. 
Madame de Lavergne protested that the Englishwoman's voice 
was sharp and imperious, while the Frenohwoman's was soft 
and musical. 'That,' replied Lavergne, 'is beoause English
men are so gentle (doux) that the women have gotten a habit 
of commanding. The men are under a Queen already; they 
are going to give the women the suffrage, and they will 'before 
long be under petticoat government altogether. The female 
electors will control the House of Commons.' Madame de 
Lavergne said the female suffrage movement in England only 
showed that Englishmen were not the sensible beings ~er hus
band imagined. Women would tear each other's eyes out in 
France, 'elles s'arraoheraient les yaux,' if they got the suffrage, 
and she believed they would do the same in England. I ven
tured to suggest that men as well as women were more explosive 
and demonstrative in France than in England; tho hero of 8. 

French novel generally crying a great deal, whereas no man in 
an English novel ever sheils a tear. Lavergne said the English 
were in his opinion oertainly more stoical than the French, but 
he supposed his wife would retort that a Red Indian never weeps. 
In Campbell's' Gertrude of Wyoming,' he added, the Christian 
hero melts into tears, the savage may not give way to them. 
Although he did not speak English,- Lavergne knew the older 
English poets and novelists well, and in his essay on • Engfuh 
Rural Economy' has eloquently traced the influences of the 
love of rural life on the part of the upper classes in England 
upon English literature. The breath of the country, he there 
observes, is almost alway a felt in the English poem or romance 
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of the eighteenth century, while in Voltaire's' llenriade' there! 
-is not 80 much as grass for the horses. • I 

M. de Lavergne was a 'Very early riser, and at his desk ot 
his books at five in the morning, although I did not see himl 
until breakfast at ten; after which, when his health and powers 
of locomotion permitted, he walked or drove in a. pony~caITiage 
about his demesne and visited his farm. TIe grew a great ~ 
variety of plants, not with a view to profit, but to show what 
could be done by scientifio culture in so barren a region. lIe 
held that even granite, of which the soil of La Creuse is mainly 
formed, might be made to produce anyt,hing by adding other 
constituents, and undertook to demonstrate it by exporiment. 
The praotical question, however, as he well knew, remained, 
whether such farming would pay. That, he argued, depende!} 
on communication and markets. Accordingly, he had made 
earnest and not ,unsuccessful exertions to improve the roads of 
the Department. Beyond giving general directions, he did 
not, however, seem to interfere much in the working of his 
farm; but Madame de Lavergne was not too fine or too Parisian 
a. lady to derive amusement from a daily inspection of what 
was going on. Both husband and wife had that faculty of 
being easily amused which seems to distinguish the Latin from 
the Teutonio nations, and which saves the former from ever 
feeling bored. One day Lavergne picked up a hergere" horn, 
and prooeeded to blow the sheep and catt~e calls with great 
zeal; Madame de Lavergne applauding the performance, which 
lasted about twenty minutes: 'C'est ((a; o'est ~a.' Broad and 
cosmopolitan as his ideas generally were on large subjects, on 
minor matters they were purely French. He told me more 
than once, as -an amazing instance of the oddity of English 
ways, that he had seen an Englishman come with his two sons 
into the Cafe Anglais at Paris and order nothing but cold meat 
for lunoh, without wine. And he could not get over his as
tonishment at Lord • •• having asked him to brealdast and 
given him no wine. It seemed to him quite as odd as it would 
to an Englishman to be offered only tea. and coffee to drink at 
a dinner-party. Madame de Lavergne was deL'ote, and weu& 
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()n Sundays and Saints'days to a dis~t church; but Lavergne 
himself, at least dwing my visits, remained at home, having, it 
may be, the excuse of an invalid: yet, in subsequent years, 
when in more infirm health, he took an active part in the pro
ceedings of the AssembIee Nationals. Politically and socially 
he was friendly to the Church; but his theological opinions 
were inscrutable to me. I told him one Sunday, while Madame 
WItS at Mass, how a great man in England, when someone 
wondered that so firm a supporter of the Church was never to 
be seen inside of one, replied that the buttresses of a ohuroh 
were generally outside. Lavergne smiled, and said every edifice 
must have an exterior as well as an interior, and sometimes the 
exterior was the more important of the two. The strength of 
a palace or a throne depended, not on the number of persons 
who went to Court, but on the sentiments of the people outside 
who never wont. 

On my way baok to Peyrusse, in the autumn of the follow
ing year (1869), the distanoe at which its owner lived from his 
nearest neighbour, and.. the unbroken solitude of his forests, 
received a ourious illustration. In a railway oarriage between 
Montlu~on and Gueret, the chief town of La Creuse, I found 
myself the object of much surprise and curiosity on the part of 
a country gentleman of the Department, wh,o said he had rarely 
seen even a Frenchman from another' part of France in it, 
unless a commercial traveller, and a foreigner never before. 
In the course of conversation, I inquired whether there were 
wolves in his neighbourhood. ' Wolves! ' he replied; 'there are 
nop.e in La Creuse.' On my stating that I had myself seen 
some the year before, he said he had lived fourteen years in the 
Department since his father's death, and never had heard of 6 

wolf. Where did I imagine I had seen them P • At PeyrUllSe.' 
'Peyrusse!' was the rejoinder •. , Why, that is M. de Lavergne's 
place, and he is my nearest neighbour.' I could only retort 
that I had been M. de Lavergne's guest the year before; that I 
had first heard of the existence of wolves in his woods from 
himself; had next been shown one by his steward, and after
''Wards on several occasions had oome upon a she-wolf and her 

1 
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family. On the very.day on 'Which I left Peyrusse M. de 
Lavergne had pointed to one near his hall:door, and I 'Was now 
going back to Peyrusse, and expected to see another before long. 
Whereupon my fellow-traveller altered his tone, saying that 
even nearest neighbours were far apart in La. Creuse, and he 
lived many miles from Peyrus86, and had never been in itlJ 
.fore~ which were so extensive, and might conta~ things not 
to be found in his own small woods. At midnight we reached 
Gueret, where the simple honesty of the people, which was one 
of the attractions of this desert Department in Lavergne's eyes, 
was exemplified. I had written from Pontarlier to an innkeeper 
whose name r found in a Directory, to bespeak a room. At the 
station, late as it was, he met me himself, to explain that his 
auberge was a. very humble one, and that he had accotdingly 
ordertl~ a. room for me in the principal hotel, and told the con
ductor of its omnibus to take charge of my luggage. It seemed 
to me that the poorer the man was the more important it was 
to him to secure a. visitor, and I begged to be allowed to aJhere 
to my original plan. But he was inexorable. Much, he politely 
said, as he would like to have such a. guest, he would be ashamed 
to take advantage of a mistake on the part of a foreigner. 
Lavergne, when I told him the story, was much pleased, and, 
as will be subsequently seen, did not forget it. 

When I repeated to him my conversation with his 'nearost 
neighbour,' he said his steward had killed a. wolf only that 
morning, 'on account of the los~ of two lambs, though it was not 
his custom to wage war against animals that were not numerous 
enough to do much harm, and w~r6 interesting objects in.so 
lonely a. place. He added: 'You have seen things in La Creuse 
that my neighbour, who lives in it, has never seen. But I dare 
say, were he to go to London, he might see things that you have 
never beheld.' I told him I had been lately for some days at 
Ornans, in the Departement du Doubs, which detractors of 
la petite propriete were recommended in his ' Economie Rurale 
de 10. France' to visit and be converted. I said I doubted 
whether the people there would look much aLout them in 
London: at least, at Ornans they seemed never to think of 
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anything beyond the little world in which they lived. The 
wife ol one wealthy small landowner, with whose family I be
came acquainted, had told me she had never been in Switzerland, 
though she oCten went to Pontarlier, on its border, to shop, 
adding: • Your countrymen go much to Switzerland, do they 
'Dot P But, then, England is nearer to Switzerland than France 
is.' lIer husband showed no surprise, and quietly remarked : 
.. Non; l'Angleterre c'est plus loin.' Lavergne said, la petit, 
rmprieif certainly did not teach geography; on the other han~ 
!in English agricultural labourer might know as little about 
France as the wife of a small proprietor at Omans did about 
England, without the compensation of living in a·little paradise 
of his own. Englishmen of a higher class, he continued, seemed 
generally to know only raris, not France. Paasage.s from his 
own works were cited on opposite sides, for and against large 
and small rroperty, and large and small farms, in a way that 
flhowed the controversialists had looked only at books, or they 
would understand him better. • After reading one of these 
-controversies,' he continued, • I feel like the poor man with an 
<lId and a young wife, one of whom pulled out the black and the 
other the grey hairs from his head. I seem to be left bare, 
without any definite opinion, yet I have expressed very plainly 
a conviction tha.t there are places to' which ea.ch system is best 
adapted; but that, on the whole, the best cultivated parts or 
France are those where small propertieJf and small farms prevail. 
'What I have sought is to persua.de our large proprietors to 
('ultivate their estates as large estates are cultivated in England, 
and to take the same interest in country life that the English 
nobility and gentry do.' 

We spoke one day of the famous fortress of Phalsburg, which 
I had lately visited, and where I had a ns.rrowescape of being 
shot by a French sentry for attempting to take a sketch-one 
which two years afterwards I finiBhed unheeded under the eyes 
of German aoldiers. Lavergne said it was impossible to say 
how soon Phalsburg might not have to stand another siege j 
the only safeguard against a war with Germany was that the 
French army was absolutely unprepared for it. and the EmPeror 

I2 
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himself physically incapable of any great exertion. The Em
peror. he said, was perfectly aware that systematio peoulation 
went on in every department of the administration, military and 
civil, and that he was himself daily robbed in hie household. 
but regarded it with apathy and cynical indiflerence: '11 ~ 
meprise tout-m~me l'argent.' After a duration ()f nearly 
twentr years, Lavergne continued, the Empire would be in 
peril were Napoleon I., in full vigour of mind and body~ a.t its 
head. 'Le Fran~ais est toujoure contre Ie gouvernement qui 
est lA.' That, he said, overturned the government of Louis. 
Philippe, the best Franoe ever had since Henry IV. ' The 
English, on the contrary, are on the side of what exists, a~d 
with them, as they say themselves, nothing succeeds like success. 
This respect for material success has its bad side, but it has 
excellent political effects. And, moreover, it proceeds in part 
from a good quality. The English are not an envious people
they like to see things well done. Their phrase, " Well done ! ,~ 
is characteristic.' M. de Lavergne, it may be ·observed, did not 
stand alone in this opinion. I have heard a distinguished diplo
matist, who thoroughly knows the continental nations, speak or 
the English as the only unenvious people in Europe. And th& 
late Professor Adolf Held, of Berlin, whose promising career 
was cut short by a cruel ac~ident last year, remarked to me in 
London, not long before his death, 'If you do anything well in 
England, you are liked for it, and you make friends. If you d(). 
anything well on the Continent, you make enemies. The first 
idea is to pull you to pieces, and to prove that you have done 
notliing at all.' Envy and jealousy doubtless exist in England, 
as its statesmen, authors, and professional men are sometimes 
made to feel; but there is, at least, no disinterested dislike of 
superiority. Lavergne himseU was absolutely free from the 
Ilmallest tinoture of jealousy. I questioned him about every 
French author whose name occurred to me. The only one of 
whom he said a disparaging word was Prevost Paradol: 'C'est un 
enfant; " and even Parado!, he allowed, had great literary talent. 
Of Emile de Laveleye, though in some degree his own rival as. • 
a writer on rural economy, he spoke in enthusiastio praise. 
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Lavergne's conversation in 1869, and the facts he related 
with reEpect to the incapacity of the Imperial adrniniBtration. 
the torpor and debility of Louis Napoleon, and the discredit 
into which he ha.d fallen, left a full conviction on my mind that 
the Emperor could not maintain his position for twelve months 
longer, and would be driven to Bome rash and unsuccessful 
attempt to recover prestige and power: Of all the schemes 
open to him he chose the worst. After Sedan, Lavergn~ wrote 
repeatedly to me from the south of France, saying that it was 
the interest as well as the duty of England to come to the rescue 
i)f France; referring to Arthur Young's words in a remarkable 
passage to which he had himself, ten years earlier, drawn atten
tion in his Introduction to Lesage's French translation of 
Y oUll g's • Travels in France:' • Suppose the German flag to 
float over Paris. Where is the security of the rest of Europe 11 
nave we forgotten the partition of Poland ? Were France in 
;real danger, it would be the duty and interest of its neighboUl'8 
to come to its rescue.'- When, more than a year later, I saw 
Lavergne again, he spoke with a bitterness unusual with him of 
8. want of feeling, as well as of political sagacity, shown by 
England, which he had always admired and esteemed. At 
length I observed tha.t I had myself seen enough to assure me 
that some of his own countrymen took le~s to heart the loss ·of 
territory France had suffered than some of mine did. He asked 
for an instance. One was a recent one. When on the way 
to see Phalsburg again, after the long siege it had sustained, I 
found myself in company with a French party, in a railway 
.('arriage from Strasburg to Liitzelburg, and in the omnibus 
thence to the place of our destination. They chatted gaily on 
-other subjects until we came close to the drawbridge of the 
battered and dismantled fortress, when both ladies and gentle
men burst mto 8. flood of tears. But no sooner had we crossed 
the bridge, and pas..'Ied through the Porte d' Allemagne into the 
<lid town, than all bees brightened, and the party set off to 

• r.,tJ1U eft Franee, par .Arthur Toung; Introdueu()~ par )f. Leon ... de Lavergne, 
I.xuvi. 
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breakfast at the best inn, where presently I heard them gi\"8 a. 
sumptuous order. Two hours later they emerged wjth rosy 
countenances from the inn, and took their seats in the omnibus 
back to LU1zelburg. The town had 8Ilfl'ered considerably from 
the siege. and there was much to be seen, but a cheerful dejeuner 
had engaged their whole time and thought, while the British 
visitor had gone over every spot, and finished a sketch begun 
before the war.· Lavergne listened quietly to the story, and 
then said. with a melancholy smile, that when King David was 
told his child was dead, he washed his face, and ate and drank, 
because mourning and tears could not bring back what he ha<l 
lost. But he never again spoke. to me of English want of feel
ing during the war. He was now a. member of the National 
Assembly, and' a leading personage among the parlyof the 
Right. while bis sagacity, calmness, and moderation gave him 
also no small influence with a considerable section of the Left. 
Had his health been good, there was no office in the Republic to 
which he might not have then aspired. He had at first hoped 
for a restoration of Constitutional Monarchy; but in 1873 hit 
declared rus adhesion to the Republio in a characteristic letter, 
which produced a great effect, and certainly conduced to the 
peaceful establishment of a Republican form of Government. 
, J'aurais prefere,' he admitted, 'la monarchie constitutionell& 
et parlementaire, qui est a. mon avis Ie meilleur des gouverne
ments. Voyant ootte monarcme impossible, j'accepte 1& 
Republique.' 

In the summer of 1874 I joined Y. and Madame.de
Lavergne at Bourboule, a watering-place in Auvergne. He 
wa.s at this time very infirm, but took an interest in the lile of 
the place, and was ready to listen to its chatter and gossip. as 
well as to discuss graver subjects. Every new comer was an 
object of curiOiity to the crowd of visitors. One day the arrival 
of another Anglai8 waS reported, and a story about him, whioh. 
much amused Lavergne, was brought to us in the evening by .. 

• A full9l" account was given by the writer at the time ill a letter ~ the Dc11, 
.K,wI. ' 
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young Abbe, WI10 had Bat next the stranger at the table-d'Mte. 
The Anglais had inquired eagerly whether Lord • • • . was 
at Bourboule, or had been there. The Abbe had heard nothing 
of an English lord, but said there was an economiste Anglais, a. 
friend of M. de Lavergne, at the place, and then dining in 
M. de Lavergne's apartments in the hotel. AstheEnglishman 
reoeived this information with perfect indifference, the Abbe 
continued that he had himself seen and spoken to the economist. 
'Je ne m'occupe pas' de l'eoonomie politique; cette science ne 
m'interesse pas,' replied the Englisbman, looking bored, and 
adding that he had only oome to Bourboule to look for 
Lord •.• ,not to learn political economy. « O'est peut-etre Ie 
domestique d'un lord; said the Abbe, imitating the Englishman's 
VOice and Mcent. Lavergne laughed, and said the stranger 
seemed to b6 following a. chase which in modern England was 
oalled tuft-hunting, but whioh was an ancient Teutonic pursuit. 
for the oompanions of the German princeps were tuft-hunters. 
Yet birth and rank, he continued, had, in some respects, a. more 
unreasonable social influence in democratic France than in 
England. To be of a noble family was an almost indispensable 
key to French society. In spite of tuft-hunting, English society 
was the least exolusive in the world; and most English peers 
were themselves members of new families. The old families 
were the untitled landed gentry. On this point he displayed a. 
marvellous knowledge of English pedigrees. When asked how 
he came to master such details, he replied that he had been led 
to do so first in his study of English political history, and the 
part played in it by aristocracy of birth, and afterwards in 
oonnexion with English rural economy, and the tendency of 
new wealth to settle finally in the oountry instead of the town. 

Referring to the decline of aristocracy as a factor in the 
modern political world, he owned that he was beooming less and 
less alarmed at the rapid progress of democra.oy-so far, at least, 
as socialistio proj ects were ooncerned. Dangerous as he had 
once thought it to give predominant power to the poorest olasses 
by means of universal suffrage, socialism had, in fact, become 
much less menaoing in J,l'rance. He agreed with Tocqueville 
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that democratio institutions tended to benefit mankind, 80 far as 
their material welfare was concerned. As he laid stress on th9 
word 'material,' I asked whether in his heart Tocqueville liked 
or disliked democracy. '11 10. .detestait,' was the emphatio 
answer. But Lavergne added, that it was in reference to an 
msthetio or intellectual standard that Tocqu8ville in his inmObt 
soul regaroed it with repugnance. C Who in the next century,' 
he had said, '\Vill. execute a really great work of art for a 
multitude iilterested only in buying in the cheapest and selling 
in the dearest market P Who will spend years on a. book for a 
nation which reads only cheap newspapers P Book-making will 
become, like everything else, a mere trade.' 

Soon after this conversation Lavergne published a letter on 
universal suffrage in relation to socialism which attracted much 
attention in both the political and the economic world, aud 
which has its importance still for English readers: who should 
bear in mind, however, that it was written in a country in which 
property, as well as political power, is widely diffused. 'Ceries, 
je n'ai pas desire l'avenement du sufl'rage universel; je l'ai vu, 
a.u contraire, arriver avec inquietUde, mais depuis vingt ans 
qu'il fonctionne, j'ai appris 1\ Ie moins redouter. J'ai ete 
surtout frappe de cette coincidence que du m,oment oil. il a ete 
institue, Ie socialisme a commence a decliner. C' est soua l' empire 
du suffrage restreint que les utopies socialistes se Bont developpees 
at out pris de grandes proportions. J e ne puis m' empecher 
d'attribuer au suffrage universel une action quelconque su! ce . 
changement. On comprend qu'en effet 1es faiseurs de s'ystemes 
Bubversifs se forment une arme du suffrage universel pour 
seduire les ignorants. Si l'on ne met pas nos theories en 
pratique, peuvent-ils dire, c' est que Ie pouvoir est entre les maiDs 
d'une minorite interessee ales etoulier. Ce langage pard 
beaucoup de sa. force apparente ,avec Ie suffrage universel. 
Depuis que tout Ie monde vote, pourquoi lea bases de Ill. societe 
n'ont-elles pas change? Las classes lea plus nombreuses sout 
devenues les plus puissantes; pourquoit n'ont-elles rien fait? 
C'ast 'qu'apparemment il n'y a. rien 1 faire. I.e lIocialisme est 
mis au pied du murj des qu'on Ie serre de pres ila'evanouit.' 
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We took long drives about Bourboule, but Lavergne co~d 
"With difficulty walk a hundred yards, leaning on two supporters. 
-One morning he complained of fatigue, and said he should not 
.attempt to walk. that day. 'You would be less tired to-day, 
.air, if you had walked more yesterday,' said his valet-to whom 
in that respect he was no hero-' and you will be more tired 
to-morrow if you don't walk to-day.' In fact, Lavergne was 
('o.pable of any exertion that his bodily powers permitted for a. 
publio objeot, but was not easily persuaded to take irksome 
exercise only for the sake of health. Before dinner I found him 
seated on a bench in front of the hotel, where I had left him. at 
eleven o'clock. 'The spit-it was willm.g, but the flesh was weak,' 
he observed, alluding to his servant's advioe. He liked to be 
told all thut one saw and did, and a little inoident conneoted 
with my departure interested him considerably. AB the diligence 
from Clermont-Ferrand to Bourboule started at an inconvenient 
hour, I had hired & carriage, and Lavergne suggested that I 
might find som6',"'le at Mont Dore, another watering-place a 
few miles distant, disPosed to join me in a carriage back-an 
.arrangement whioh was easily effeoted. But to get to Mont 
Dore in the oustomary carriage and pair was & matter of ten 
francs, besides a, pourboire; so I stipulated fOf a t:oiture d un 

-<neml for six: francs, for that part of the journey. After some 
l)arley I was promised a petite f'oiture d chasse. When this 
.arrangement was reported to Lavergne, he said it was as hard 
to change the customs of a French watering-place as to reform 
the English land laws. Were an English visitor seen in a 
t'oiture Ii till c/tN'al it might become the mode, which was not 
for the interest of the dealers. So he imagined something 
would happen to prevent the petite ooituI'e d cltasse from 
-oonveying me to Mont Dore.' The following morning, at the 
.appointed time, .. carriage and pair came to the door. The very 
man who had ~truck the bargain with me was on the box, and 
~xplained simply that he thought a two-horse<l carriage would 
be ' plus convenable a monsieur.' Lavergne held up two fingers 
~gnificantly from a window as I drove by. The day before I 
leIt Bourboule, he remarked evidently with a practical purpose, 

~ 
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that the scrupulous honesty which the innkeeper at Guerot haJ 
displayed could hardly be expected at a hotel in 8. fashionable
watering-place, but it was a duty whioh every visitor owed t() 
others to object to any overoharge-a duty otten neglected 
.from false shame. 

In the following year (1875) M. de Lavergne was elected by 
the Assemblee Nationale an irremovable member of the new 
Senate, and .for three' years, in spite of bodily helples~ne8s and 
much suffering, continued to take a part in publio affairs. Ee
fore his own end came he lost his beloved wife, and during his 
last months he was afflioted with 8. nervous disorder which, he 
wrote to me, left him no rest day or night.. c n fait des sauts,' 
said his servant, describing this tormenting affeotion. At length 
one of the noblest hearts in France ceased to beat. Leonce de
Lavergne beoame only a name, but one whioh neither France
nor England ought to let die. The present Frenoh COllstitu· 
tion was in part his work; but he has left another, and perhaps 
8. more lasting monument, in his work a~ an ! uthor. 

M. de Lavergne's chief literary productions are undoubtedly 
his books on the rural economy of England aL.d France. The
main problem in respeot of the former was to account .for the 
superior productiveness of English agriculture; and he applie'l 
to it what is now called the historical method. It does not 
appear that he thought of applying 8. novel method; but his. 
sagacity led him to investigate every subject inductively-that 
is to say, in connexion with history and surrounding conditions. 
The superiority of England had not always existed. In the 
reigns of Henry IV. of France and James I. of England, France 
was foremost in agriculture, as in other arts. Dut after the 
middle of the seventeenth century England steadily advanced 
under free institutions, while France retrograded nnder monarch. 
ical tyranny and misgovernment until its peasantry sank int(} 
the destitution and misery described by La Druyere and 
D' Argenson. Investigating .further the causes at work on the
side of England in his own age, Lavergne laid chief streSil upon 
three: first, the love OJ country life felt by the opulent classes, 
leading to the application of wealth and I!nterprise to the-
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lmprovement of the soil, while in France the love of the 
l)leasures and excitement of cities caused a constant drain on 
the country; seoondly, the free and orderly spirit of the English 
},eople and of their institutions, and the consequent exemption 
of the island from both military despotism a.nd violent revolu
tions; thirdly, the immense market for agricultural produce 
afforded by the development of English manufactures and 
commerce. Lavergne wrote his 'Essai sur l'Economie Rurale 
de l'Angleterre,' as Tacitus wrote the' Germania,' faithful in 
description of Teutonio manners and institutions, but with fI, 

political and sooial moral in view, and one ~ye always on his 
own country. He took for his motto the maxim of Montesquieu, 
'Les pays ne sont pas cultives en raison de leur fertilite, mais 
en raison de leur liberta.' The Imperialist party in France 
claimed for the Second Empire the credit of all the prosperity' 
due to science, steam, Californian and Australian gold, and the 
general progress of the age. The zealous advocate of constitu
tional and parliamenta!,"y government, on the other hand, was 
disinclined to admit that France had made any real advanc& 
under the false splendour of a profligate and corrupting 
despotism. Hence Lavergne looked at the rural eoonomy of 
England with somewhat partial eyes. He ignored, or at least 
left in the background, the fact that English institutions aud 
history had developed a love of rural life and agrioulture among 
only a small minority of the nation. A further reflection, whioh 
should not be omitted, is that since Lavergne's famous essay 
was written a critical juncture haa been reached, at which the 
influence of the expansion of the Briti!\h market for agricultural 
produoe 'On British agriculture cannot be clearly foreseen. 
Lavergne looked chiefly to one side of the market, the side of 
demand; while the other side, that of supply, is now foremost 
in importance. The question Itt present is, whether British 
agrioulture can compete in the British market itself with the 
foreign supply. This, Lavergne would, indeed, have said, is a. 

question whioh concerns landlords rather than farmers, ' Pourvu 
que la rente baisse en proportion de 180 baisse des prix, Ie culti-
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vateur proprement dit >est a peu pres desinteresse.'· Yet the 
final result may be not altogether in harmony with Lavorgne's 
views. His historic~l and inductive method of investig:1tion 
will, however, always remain proof agaiust criticism. In the 
application of this method he was entirely original. The 
French statesmen, and economists of his age knew nothing of 
their· great countryman, Auguste Comte; and Lavergne was as 
unacquainted with German political economy as with the positive 
philosophy. The ,~nly German economist, indeed, whose name 
was known tweIJ-Ity years ago in either England or France, 
Professor Rau, had followed the old paths, and thrown no new 
light on the method of economio scienoe. 

Lavergne's work on the rural economy of France is in like 
manner an elaborate application of the inductive, historical 
method. At a time when economists were accustomed to speak 
of every country in the lump, and to occupy themselves with 
generalities and abstractions-such as the wages fund, the 
average rate of wages, the equality of prouts-Lavergne de
scribed the actual economy of France in terms before which 
these crude formulas crumble to pieces. Instead, for example, 
of 'generalizing -the facts -of wages,' he showed that the 
differences in local rates in France were so great that 'the 
differences resulting from differences of social position were 
nothing in comparison with' those resulting from inequalities of • 
wages.' If the average consumption of meat per head in Paris 
was ten times as great in Paris as ~ La Creuse, it was not 
because Paris had some thousand rich inhabitants, while La. 
Creuse had only a sprinkling of country gentlemen of small 
fortune, but because a working-man could earn on an average 
ten times as much in the capital,!ls in a remote rural derartment. t 
c Under an apparent uniformity,' Lavergne says, at the outset 
of his treatise, 'France is nothing less than an epitome of 
Europe and almost of the world. Shall we speak first of 
climate P Nothing can be less alike than the Departement dll 

• Eua;' BUr l' Econ. R"r. de r .4ngl'l#1fl, 4th ed., p. 199. 
t :Beo". Rr.w. de 111 F,tmee, 4me ed., p. 411. 
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Nord, which forms one extremity of this vast territory, and the 
Departement du Var, which forms the opposite extremity. 
Shall we speak of geological constitution P The mountains of 
the east, the centre, and the south, widely difi'ering from each 

,other, of limestone, granite, and volcanio formation respectively, 
have nothing in common with the plains at their feet, and 
which present in turn innumerable diversities. Shall we study 
moral and political facts P Every province has its history. 
~hich has powerfully acted on its economic development; and 
since they became subject to the same laws, these laws have 
had a special influence over each. Do we come to systems of 
husbandry P We find at onoe every cultivation, every system 

- of working the soil, all degrees in the soale from the exttemest 
poverty to the greatest rural riches. One department is fifty 
times rioher than another depadment-one can'ton a hundred 
times richer than another canton,'-

I Mon iIlustre maitre,' the title given to Leonce de Lavergne 
by a French official under the Seoond Empire, is one which 
every careful student of his works on rural economy ought to 
feel disposed to acoord. The illustrious master of rural economy 
was also a statesman of first-rate capacity, an aocomplished man 
of letters, a. charming member of society~ and all this under 
difficulties and su1ferings tasking heroio fortitude to the utter
lUOSt. 

• Eeon. l/Ilr. tie la F,·anc,. 4me ed., pp. 59, 60. 
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POLITICAL ECONOMY IN THE UNITED 
STATES.-

THE readers wh~ would concern themselves muoh about the 
political economy of.a foreign country, in order simply to know 
what doctrines on the subject are taught in its text-books and 
-colleges, are pl;obably few. But when the inquiry is found to 
include one into the influence of physical geography, history,. 
institutions, moral and religious ideas on eoonomio-theory, tbe 
curiosity of a. class may be excited whose interest in the con
trqvereies of eoonomists on their own account ia but faint. A 
wider claim to attention will be established, should it appear 
that we are engaged in the study not merely of a chapter in the 
intelleotual history of the United States, but of one which 
elucidates some of the causes determining the directions of the 
mental energies of nations, their success or failure in various 
branches of culture, and their fundamental ideas and method!:! 
in philosopny. 1'he investigation may likewise help to verify 
some dootrines generally acoepted in England as economic laws, 
and to aecel'tain how far they possess the universality Or inde
pendence of time and place usually attributed to them, or need 
to be conditioned and qualified, if not abandoned. 

America~as for shortness we may sometimes call the United 
States, though Canada. and South America. are not included in 
the present inquiry-is the country above ~11 others to 'which 
we might naturally look for original and considerable contribu
tions to the science of wealth through the inductive study of 

• Forttlig"llv RIt/IItO, October 1st, 1880. 



Political Economy in the United States. 127 

Ilew facts. The diversity of some of the econ~mio phenomena 
()f this new world from those of the old; the unparalleled 
rapi'dity of its material progress, and the novel conditions, 
physical and political, under which it has taken place j the 
freedom from the limitations by which the populations of 
European countries are restricted; the absence of monarchy, 
.aristocracy, and the military element, and of' the peculiar 
direction which they give to production and distribution, seem 
to open a. most promising field of observation. Nor would it 
seem unrea.sonable to expect that in a country the most im
portant part of whose economio development has taken place 
within living memory, some important discoveries might have 
been reached with respect to the laws of sooial evolution under 
which this gigantio growth has been attained. It will presently 
be scen that American politioal economy does really exhibit 

'some distinctive features olosely connected with the physical 
ooaracter of the region in which it has taken shape, and with 
the diversity of the material condition of its population from 
that of any society of the Old World. Yet in America itself, 
if we except a recent Californian writer, whose claims will be 
examined, none but the disciples of :Mr. Carey would pretend 
that any considerable discoveries have been made in relation to 
the natural laws of the production and distribution of wealth, 
or that any great addition has been made to the stock of 
economic knowledge. With exceptions and qualifications that 
will be pointed out, American political economy is in the main 
an importation from Europe, not an original development j it 
has made but slight inductive study of surrounding phenomena, 
and follows, for the most part, the method of deduction from 
general assumptions j it has hardly ~ttempted to investigate 
the laws of evolution of which the present economio structure 
flnd state of American society are the outcome. In 1876 the 
'North "American Review' celebrated the centenary of the 
Declaration of Iridependence by a number of excellent essays 
on the progress of the American mind during the century in 
several directions. In one of these, on • Economio Science in 
Amerioa, 1776-1876,' :Mr. C. F. Dunbar, now Professor of 
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Political Economy in Harvard College, while admitting th&
value of some dissertations on spemal subjects, summed up th&
history of American politioal economy for a hundred years in 
the sentenoe that' the United States had done nothing towards 
developing the theory of political economy, notwithstanding 
their '\>'ast and immediate interest in its practical application! 
Th~qualities displayed in Mr. Dunbar's own essay aHord an 
indication that, if his country has done little for the ad vance
ment of his branoh of philosophy, it has not been for want oI 
intellectual power, and the works of several of his countrymen 

I 
~n the same neld support the conclusion. It is worth notice 
that practical jurisprudence has long engaged the American 
intellect with success. Even Franklin seems never to have 
mastered the elements of economio science; but belore the 
Declaration of Independence, Edmund Burke had noticed the 
bent of the colonists' mind towards the study of law, ' In no • 
country in the world,' he said, in 1775, 'is the law so general 8. 

study. All who read-and most do read-endeavour to obtain 
a smattering in that science.' Mr. John Stuart Mill, happening 
to be asked in conversation by the present writer how he ac- . 
counted for the Greeks doing nothing in jurisprudence when 
the Romans did so much, answered that 'the question always 
to be asked was how a people came to do anything P Their 
doing nothing was easily accounted for! Like everything 
Mr. Mill said, the remark was sagacious and instructive .. Vi~ 
inertim, routine, the obstacles within and without every man to 
original intellectual efforts and to their success, account for 
much being left undone, even by nations possessed at the 
highest faculties, Yet, in reference to the slight progress ot 
political economy in A~erica, at least down to the last fifteen 
years, we shall do well not to rest satisfied with the explanation 
that no explanation is needed. 

Mr: Perry, in a chapter in his 'Elements of Political 
Economy,' on the history of the science, speaks of the circum
stances of the United States as ·having been favourablll from 
the beginning to the cultivation of economio studies, alluding 
to the resistance to restrictions on trade in which the Revolution 
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began, the various experiments in currency, the discussions 
excited by tariff after tariff, and the attention directed to the 
new gold mines. Yet the reader will, we believe, incline to the 
opposite conclusion, that, down at least to the close of the war 
botween tho Northern and Southern Stajes, the circumstances 
of the country were lmfavourable to the cultivation of economio 
scienco. The most conspicuous of the' <lauses that have with
drawn tho Amerioan mind from it may be classed under the 
head of physical geography, including the natural resources of 
the Continent, its facilities for internal oommerce and migration, 
and ita seraration, on the other hand, by two oceans from some 
of the gravest tronbles of the Old World. 'Give me,' said 
Cousin in his 'Lectures on the History of Modern Philosophy,' 
• the map of a country, its configuration, its climate, its waters, 
its winds, its natnral productions, its botany, its zoology, aJl its 
physical geography, and I pledge myself to tell you what will 
be the man of that country, and what place that country will 
occupy in history.' Had M. Cousin been given only the map 
and physical geography of North America, it might have 
puzzled him to say what would. be the man of that continent
whether a Red Indian or a Yankee, as the red man pronounced 
the French name of the Englishman; and what place that 
continent would occupy in history-whether a place suoh as 
it occupied before the age of Columbus, or such as it occupies 
now. Yet the element on which M. Cousin laid excessive 
rhetorical emphasis has in reality acted with a potency needing 
no exaggeration. An English writer, as prone to sweeping 
generalization as M. Cousin, has referred to America in illus
tration of a distinotion between Europe as the quarter oI the 
globe in whioh man is stronger than nature, and the other 
quarters in which man is "Overpowered 'and reduced to insig
nificance by the forces oI the external world. Mr. Buckle 
seems, however, to have had in view 'only the tropical regions 
of the New World, where nature, doubtless, is more exuberant, 
and man less energetio and enterprising, than in its temperate 
zone. In the latter, man's· environment has exercised an in-
1ll1euce of the highest importanoe in relation to the inquiry 

.K 
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before uS j but it has done so, not by overpowering and rrusll
ing, but by stimulating and developing his energies. It has 
not, however, exercised his faculties equally in all directions. 
One of the conditions governing throughout the world the 
occupation and conquests of the human intellect is, that the 
greater part of the mental power of every people is engaged in 
the practical business of life, and only a small surplus is any
where available for the cultivation of science and letters. Dut 
two opposite kinds of physical environment tend to restrict, in 
more than an ordinary degree, the higher ranges of intellectual 
developmen.f.. Extraordinary affluence and extraordinary bar
Jenness of natural resources have one and the same tendency 
to absorb in the pursuit of material welfare the energies of a 
community. In Lapland and Greenland man's whole strength 
has been engrossed in supplying his first animal wants. In 
the United States his activity has been prodigious and many
sided, yet the stock of intellectual power available for achieve
ments of a high order has been small. Production, accumulation, 
,exchange, and consumption, have gone on upon the grandest 
scale, but they have engaged philosophical observation upon a 
comparatively insignificant scale. 

Y. de Tocqueville, in his inquiry into the movement of 
A.merican inteUect, observes that he regards the peopl~ of the 
United States as the part of the English people charged with 
the mission of subduing a new world, while the rest of the 
nation, possessing more leisure and less 'occupied with the 
material cares of life, is able to devote itseU to thought and the 
development of the spiritual life of humanity. The o1serva
tion is applicable to political economy in common with other 
branches of scientifio and literary culture; but there are cir
cumstances that have had a special tendency to repress in. 
tellectual effort and originality in the direction of economic 
inquiry. The very oauses that were adverted to at the outset, 
as opening a new field for the economist to explore, have not 
only tended, in Iaot, to turn the national mind in other direc
tions, and absorbed it in the actuar acquisition of wealth instead 
of theorising about it, but have prevented the conditions which 
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in Europe chiefly oontributed to fasten attention on economic 
subjects from arising. The problems relating to wealth that 
!lave most urgently demanded solution in the Old World have 
either never emerged or have assumed comparatively little im· 
l'ortanoe i~ America down to reoent years. Without sickness, 
"Wonnlls, and pain, there would have been DO physiology, 
pathology, or soience of medicine. It was the distressed con
dition of Europe in the last oentury that gave birth to its 
eoonomic philosophy. Quesnay's motto was, Pauvres pal/saliS, 
paut'l'e 'I'oIJaume; paum" rOllaume, pauvre roi. Adam Smith 
wrote in a. better governed and more prosperous kingdom, and 
after a generation of ~nusual plent,y j yet his inquiry into the 
(lauses of the wealth of nations arose out of their general poverty 
throughout history and in his own time. The fact that the 
majority of the population of the whole world stood always on 
the vorge of destitution prouuced the dootrines of Malthus. 
The free trade oontroversy in England grew out of dear bread, 
depressed trade, low wages, and low profits j andit gave politioal 
eoonomy most of its importanoe in English estimation during 
the last generation. Had Great Britain been as large, as fertile, 
and as underpeopled as the United States, Mr. Mill might have 
made a fortune in a oounting-house instead of a reputation as 
a political economist. America owes doubtless in part to its 
institutions its exemption from the necessity of attempting a 
solution of the ohief eoonomic problems that have oocupied 
philosophers in Europe. The great writer on American de
mocracy, however, seems to go too far in attributing mainly 
to it the passion for material welfare and the eagerness and 
enterprise with which riohes are Bought in the U niied States.-

In the most democratio cantons of Switzerland life has been 
for oenturies calm and tranquil enough. It is to the immense 
prizes that nature offers, rather than to the equality of the con

, -ditions of the race, that the ardour of the competitors in the 
United States is, fo be ascribed: If democratio institutions be 
(lompared with monarchio or aristocratio, abundant proof will, 

• 'De TocqueviUe, ]J8 Ia Democrat;' III Ameri!lu8, ili. 208-U. 
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it is true, be found of tlie BuperiOI' tendency of the first to
diffuse material prosperity throughout the mass of the people. 
Switzerland is, in all its physical oonditions, the antithesis to 
America: nature has done almost nothing for its inhabitants 
beyond the immense service, indeed, of interposing barriers 
between them and the armies of emperors and kings; no roau 
in it leads to great fortunes. Yet, were the conditions of all 
the oountries of Europe as prosperous as that of Switzerland, it 
may well be that- a soienoe of political economy would nevel"' 
have arisen, because no urgent economia problems would havlt 
pressed for solution. Switzerland, however, has provided only 
for its own people. The grand achievement of Amerioa ~ to 
have provided for all comers, and to" ha1'e" not only rescued from 
destitution no small part of the population of Europe, but 
plaoed them in such affluence that they can endure tariffs whioh 
make them buy the produoe of their old countrymen at twice its 
natural cost. This, however, is an achievement not of political 
institutions but of nature. The maintenanoe of the America~ 
polity with its equality is, moreover, in a great measure due to
physical causes. The ocean has kept it aloof from the wars or 
the Old World, and the oonfiguration of the continent has. 
maintained 8. single government. Had it been broken up into
rival states by deserts and mountain chains, instead of being 
united by rioh plains and noble rivers, it might have been 0. 

battle-field. Thrones alid military and aristocratic orders might 
have been founded; a Latin empire in Mexico would certainly 
have arisen; national debts, war, taxes, and impoverishment,. 
would have followed. That the emergence of these phenomena. 
would have given a stimulus to economic inquiry we have proof,. 
not only in European history, but in the awakening, of the 
American mind itself to the study of political economy since the 
Civil War, with the burdens and diffi()ulties it entailed. 

The inhabitants of the New World have been the more
disposed to leave the production of soience and literature to the 
old, that they get their fruits at less than their cost of production 
by importation; and the absence of a law of international copy
righ~ has in turn been the more unfavourable to American. 
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authorship that the rate of remune!ation in other occupations 
has Leen so high. The P~nnsylvanian manufacturer complains 
that he cannot compete with the cheap labour of England, 
though freight is added to the prime cost of every pound of 
English produce imported; yet he is content that the American 
author should compete with English books for which neither 
producer nor cmier has been paid. A single copy of Mill's 
'Princillies of Political Economy,' or Bastiat's 'Harmonies 
E~nomiques,' is all the American publisher need buy. No 
wonder if American economists should be content to take their 
political economy for the most part' ready made from Mill and 
Dastiat. 

It would, nevertheless, be an erroneous conclusion that 
American political economy has no peculiar features, or that 
littlo is to be learned from its study. Besides the perspicuity 
with which its doctrines are set forth, and the novel illustrations 
and instances which it affords, it has striking and' distinctive 
characteristios, an examination of the nature and causes of 
which cannot fail to instruct the English economist. The reader 
will find in their consideration fresh evidence of the influence, 
among other conditions, of the physical geography of a country 
-on its philosorhy. 

American economists have, in the first place, been nearly 
unanimous in rejecting, or, at least, setting aside as praotioally 
unimrortant, the Malthusian doctrine of a tendency of population 
to outstrip the means of subsistenoe. It is controverted or 
ignored in all American treatises on the general prinoiples of 
economics. It is repudiated alike by protectionists and free
traders-by Carey, Thompson, Peshine Smith, and Bowen: the 
authors of the ohief systematio works on the science whioh 
advocate protection, and by Amasa Walker and Perry, the 
-writers of the chief text-books in which the freedom of inter
Jlationa.l tra.de is ~upported. Mr. Henry George, the propounder 

• :Mr. Bowen is in error in asserting, in II recent article in the Nortl; American 
liet ... r on 'llalthusiamsm, Darwinism, and Pessimism,' that for the last thirty 

.Y<Can EngliBh economists have .. bandoned the MalthuSl&n theory. 
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of a new theory of the distribution of wealth, and of the causes 
of poverty, is as zealous in antagonism to it as the writers ot 
American schools, from whom he differs on other fundamental 
points. The immense resources.of the North American con
tinent; the extent of uncultivated land of the highest fertility; 
the c..znstant movement of agriculture to richer instead of tl) 
poorer soils, while the cost of production is further diminished 
by invention; the actual need of a faster increase of population 
than the country its~lf yields; the rapid improvement in th& 
condition of a perpetual influx of emigrants, are enough to 
account for general scepticism or indifference with respect to the 
doctJ'ine of Malthus. A comparison of his chapter on the checks 
to population in France, with its actual movement since his 
time, shows, indeed; that he much underestimated the force of 
the preventive check there under institutions conducive to pro
vidence; and among the American-born citizens of the United 
States this check is even stronger than in France. It must be 
allowed to detract not a little from the practical worth and 
lasting fame of his doctrines, that ¥althus should have shown 
so little insight into the power of institutions to foster either 
impr~vidence or prudence, as to speak of them as in reality light 
and superficial in comparison with those deeper-seated causes of 
evil whioh °result from the laws of nature and the passions of 
mankind. Nevertheless, his 0 fundamental position remains 
unshaken, that, given the fecundity or power of increase of 
mankind, or the' potential rate,' as it has been called, of popu. 
lation, which he assumed, the numbers of any nation must, 
unless restrioted by either preventive or positive checks, soon 
exceed the means of subsistence. If the 'potential ra.te· of 
human increase everywbere and always accords with his assUIDP'" 
tjon that it tends to double in every twenty-five years, the 
necessity for either positive or preventive restraints to keep 
population within- the limite of subsistence is incontrovertible. 
Both in America and in England the antag~nists to Malthus 
misapprehend the doctrine they combat, when they point to an 
actual increase of wealth as well as of population even in old 
countries. 
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In neither England nor France has population advanced at 
the asaumed • potential rate ;' it has everywhere been restrained 
by preventive or positive checks, or by both. But the question 
follows-Is the potential rate always and everywhere what 
Malthus supposed? Does it really remain constant, as he 
assumed? 

Mr. Amasa Walker has adduced the following statistics of 
the proportion of births among American-born and immigrant 
inhabitants of the State of Massachusetts, merely with the view 
of proving the strength of the preventive check in a highly 
civilized an71 prosperoll;8 community, but they suggest something 
more:-

Native population, 
Foreign, • 
Number of births in native population, 

foreign .. 

970,952 
260,114 

16,672 
16,138 

The number of births in the native population, as he 
observes, to be in proportion to the foreign, should have been 
60,289, or nearly four times the actual number. • The grand 
cause for this remarkable difference,' according to Mr. Walker, 
• is to be found in the fact that the foreign population are far 
less infl uenced by prudential considerations and social restraint.' 
They therefore enter the marriage state with less regard to 
their ability to support a family respectably. • On the other 
hand, the resistance to marriage from a more oostly style of. 
living is constantly increasing with the native population, 
among whom the standard of family expenditure rises rapidly 
with the finer culture, the more elegant arts, and the greater 
social vivacity of each new year.'- In support of this view the 
author adds statistics showing that the number of marriages in 
proportion to population is twioo as great among the immigrant 
as among the American-born inhabitants of Masaachusetts. 
But the propo~ion of births has been seen to be not twice only 
but four times as great. Such a decline of births seems t() 
indicate something more than an increased force of the pruden. 

• Tlu &ino# oj 11"III1t1, :By Amasa 'Walker. 7th ed., p. 463. 
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tial check since Franklin said, , Marriages in America are more 
general and more generally early than in Europe; and if in 
Europe they have but four births to a marriage, we may here 
reckon eight.' Mr. Walker himself suggests that one cause 
()f the difference is, that c the foreign population is engaged. 
somewhat less than the native at indoor and sedentary emIIIoy
ments~ -and in so far are likely to be more vigorous.'· IIe 
furn.ishes statistics, too, which prove that the mortality is coD-
5iderably greater, and the longevity less, among the American
born than among the foreign inhabitants. When to this we 
add the vastly greater proportion of diseases of the digestive 
()rgans in the United States than in Great Britain, t the 
premature fading of American women, and what dentists report 
of the frailty of American teeth, the conclusion seems inevitable 
that a decline in vigour and fecundity is one of the causes of the 
small families of American-born citizens, and that the' potential 
rate' of population is not constant, as Malthus supposed. That 
climate is not the cause appelLfS from Franklin's statement 
quoted above. The climate of Lower Canada is healthier than 
that of Massachusetts, but-not sufficiently so to account for the dif
ference in the number of children to a marriage. 'Nous sommes 
terribles pour les enfants,' said a French Canadian to Mr. J ohn
ston, adding that from eight to sixteen are the usual number 
of the farmers' families, and naming women who had five-and
twenty children, and threatened Ie -cingt-m;eme pOllr Ie 111"~tre.: 

The slow growth of the native population of the Eastern 
States of America. seems to lend probability to Mr. Herbel·t 
Spencer's doctrine, that the increased cost in nervous structure 
and function attending the keener struggle for'life, as human 
society advances, entails a diminution in fecundity. And 
whoever studies Mr. Spencer's arguments, along with beta 
which may be learned from English physicians, Burgeons, and 
dentists, will find ground for surmising that new elements and 

• 1M &il.IU:#O! Weslth. BJ: Amasa Walker. 7th ed., p. 463. 
t liotA on ~'OI"th-Amenean A!lrieullllr., Ec<J1UI1IIU4l11114 &t:wl. Bylamea F. W. 

10hnstOD, ii. 396. 
t If!.ld., i. 316. 
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()onditions, which Malthus could not foresee, have begun to 
affect the population of Europe itself. A question, indeed, 
arises whether :Mr. Spencer's view of the matter is not of too 
{)ptimist a colour; and whether the hurry' and anxiety of 
modern life do not cause more than a mere change in the 
ilirection and use of nervous power, and bring with them a 
decline in physical vigour that takes many painful and distress
ing forms, and is, in truth, a degeneracy of the race. H6wevflr 
this may be, there is muoh to justify a doubt that Lord 
Macaulay's prediotion will ever be fulfilled, or that American 
economists will ever be driven to give the theory of Malthus a. 
prominent place in their treatises. • 

A second marked feature of American political eoonomy is 
the conspicuousness of a theological element. Mr. Buckle 
.affirmed that in England politioal philosophy was finally 
Bflparated from theology before the end of the eighteenth 
century; and Dr. Roscher speaks of German political economy 
as having disengaged itself' from religion and become an 
independent science a oentury earlier. Neither proposition is 
striotly accurate; but neither German nor English writers on 
the soience have inoorporated theology with it, as American 
economists have habitually 'done. The assumption of an. in
visible hand, directing to the general good the efforls of 
individuals seeking their own gain, appears only in a single 
passage of the ,'Wealth of Nations,' and Adam Smith's 
economio philosophy oould stand without it. He never used 
his oonception of the character and designs of the Deity as a 
premiss from which to deduce oonclusions or laws. Archbishop 
·Whately is the only modern English writer of eminenoe who 
has imported theological oonoeptions into eoonomio ,disoussions : 
he was a digressive writer, and his introduction of theology is 
dearly a digression. Of Continental eoonomists, Bastiat is the 
one in whom the religious element is most prominent; but with 
him, too, it comes in as an inferenoe, not as a major premiss. 
The harmony of the eoonomio interests of mankind is not 
~educed from the benefioenoe of the Ruler of the Universe, but 
inferred from eoonomic faots, and applied to confirm the belief 
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in such a ruler. In American treatises, on the other hand,. 
theology becomes the backbone of economic soienoe. Assump~ 

tions respeoting the Divine will and designs are employed by 
both proteotionists and free-traders in support of their theories. 
The Malthusian theory is controverted as atheistic in tendenoy,. 
and contrary to the commandment to replenish the earth. Mr. 
Perry'announces at the beginning of his' Elements of Political 
Eoonomy,' whioh has reaohed a' fourteenth edition, that one of 
his main purposes is 'an examination of the providential 
arrangements, physical and social, by which it appears that 
exchanges were designed by God for the welfare of men.' He-
bases his theory of value and rent on the proposition that' Got! 
is a giver, and not a seller,' and that' value has its origin, not 
in what God has done, but in what man has done! Children 
used to have a way of classing books as 'Sunday' or' week
day books' by looking over .the leaves for sacred names. 
According to this criterion several American treatises on political: 
economy would be set apart as Sunday books. See, for instance. 
Mr. Perry's' Elements of Political Economy, pp. 2, 63-5, 131,. 

. 238-41; and his 'Introduction to Political Economy,' pp. 29,. 
73-5, 152, 203. . 

One cause of this characteristic is the religious origin of tb& 
chief American oolonies, and the traditional influence of theolo~ 
gical tenets over American thought on which M. de Tocqueville 
lays stress." The chief Amerioan colleges in the Eastern States. 
were, moreover, founded for seotarian purposes, and their 
original design still exeroises a considerable though a deolining' 
influence over their systems of instruction and philosophy. .A t; 
Yale College an attempt was made last year to stop the Professor 
of Social Science, Mr. W. G. Sumner, whose name is honourably 
known in this country as well as in his own, from making use 
of Herbert Spencer's works, and the matter is not yet settled. 
Down to reoent time, also, the lecturers on political economy ill 
American Colleges were for the most part, as many of them still 
are, ministers of:religion. This circumstance is itself connected 
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with a more general cause j for political philosophy has been 
left to It theological class, who have worked their professional 
ideas into it, because the laity were engaged in m<)re lucrative 
pursuits. Again, the prosperity of the American people, and 
the bountiful aid which human effort receives from nature, are 
more in harmony than the general condition of European society 
with assumptions of beneficent design in the arrangements of 
the economio world. Sentiment has undergone a great change 
in modern times in relation to this point. In the Middle Ages 
pain, privation, and poverty were regarded as pleasing to God, 
and the idea lingered long afterwards. Lord Bacon speaks of 
times of peace and prosperity as inclining to atheism, 'For 
troubles and adversities do more bow men's minds to religion.' 
The feelings of our own day are becoming more and more 
adverse to lIuch It conception: Mr. Mill's essays on religioa 
leave little room for doubt that had all mankind been as happily 
circumstanced as the people of the United States, he would have 
been a confirmed theist. An example of the mixture of national 
pride in the prosperity of the United States with thankfulness. 
to heaven on the part of its citizens that they are not as other 
men are, appears in the Secretary of State's letter accompanying 
the reports of the United States consuls, in 1879, on the' State 
of Labour in Europe': 'No American labourer or capitalist: 
says Mr. Evarts, ' can read their reports without a feeling of the 
utmost commiseration for the toiling millions of Europe, and 
heartfelt pride in and appreciation of the blessings which heaven 
has vouchsafed to the people of the United States.' 

A third characteristio of Amerioan political economy is the 
absence of long chains of deduotion, such as English economists 
have affected, fl'om the assumption that competition equalizes 
the wages of labourers aud the profits of capitalists in different 
oocupations and localities throughout a country. .A priori one 
might naturally have anticipated, from the mobility of labour 
and capital in the United States, that the doctrine of the 
dependence of prices on cost of production, by reason of the 
equality of the gains of equal efforts and sacrifices, would' have 
been pushed to its farthest point there. It has been, on the 
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contrary, rejected by so;: '" American economists, ignored by 
others, or greatly qualif ,j" and by none made the foundation of 
a grea~ superstructur~ t theory; and two causes seem to have 
contributed to this;, , k'irst, the rapid invention and chl1llge in 
the processes of l.. ,irican industry; for only in a. stationary 
'Condition of the i,' ,ustrial arts could the value of commoJities 
~eally depend on "lair original cost. Seco~dly, ,the .fluotuation 
in prices, and ,J I"e palpable deviation from first cost, re&ulting 
from specul~/'1 6, the manipulation of dealers, and the lO~:ll 
variations r.t uemand and supply within the vast area over 
which Au! can business is carried on. 'The extraordinary 
fluctuati(1 of the grain and flour market in this country,' says 
:Mr. Brllen, 'American Political Economy,' p. 212, 'are 80 

great/ .g to put all ~alculations at defiance, and to make the 
gair' 'of dealers nearly as uncertain as a lottery! And Messrs. 
R .l.d and Pell observe in their reoent report, ' When we quitted 
/.merioa; wheat was lid. per bushel cheaper at Liverpool than 

I New York; atld wheat o~ the same quality was worth almost 
/ as much at Chicago, 900 miles from the seaboard.' 

;' A fourth distinguishing feature of the development of 
Political Economy in the United States is the systematio 
teaching of protectionism in colleges and text-books as a. 
soientific doctrine. In the United Kingdom only a single 
rrofessor of the science-the late Isaao Butt, who for a time 
held the chair of Political Economy in the University of 
Dublin-has shown any leaning towarJs protection. In 
Germany Dr. SchmolIer, Professor in the University of Strae
b:Irg, supports the present protective tariff,' anrl has some 
followers. But no regular text-book of the 'prinoiples of 
political eoonomy, advocating protection, 80 far as the 11resent 
writer is aware, has been published in any country in Europe. 
In the United States, on the other hand, pI"otedion is set forth 
in formal economia text-books-for example, the treatiStJ8 of 
Carey, Thompson, Peshins Smith, Bowen, antI Wilson-and 
ta\;ght by the professors of several colleges. lIr. Perry, though 
.himself a zealous advocate of the freedom of trade, in his 

" • Elements of Political Eoonomy,' describes Amerioon economists 
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as falling for the most part into two group's :-' First, thos& 
modelled mainly after the ideas of A<:lam Smith; and, secondly .. 
those modelled mainly after the ideas of Henry C. Carey;' 
thus recognising the system of Carey and his followers as that 
of a school of economistt'!o No supporter of free trade, indeed, 
could be appointed to a chair, or get a class of students, in 
Pennsylvania. In the other colleges the lecturers in political 
economy are generally on the side of free trade;, yet notable 
exceptions may be found. In Harvard College Mr. Bowen's 
chair included economics when'his' American Political Economy' 
was published, in 1870. The chair has since been divided, it 
has been said, in consequence of Mr. Bowen's strong protectionist 
bias; but his successor in respect of economic functions, Mr. C. 
Dunbar, is reported to be a mild protectionist, though no
indication of thiS appears in the essay above referred to, but 
only an objection to sudden and. violent alterations in tariffs. 
At Cornell University, Dr. Wilson, who lectures on economic 
science, has published a manual which shows him to be a 
protectionist. Physical and political conditions have combined 
in America to evoke a development of protectionist doctrine. 
The chief obstacle ,the manufacturer there ,has had to combat, in 
competing with England, has been the superiority of his own 
country in some of ,the natural elements of wealth-Ian~ and 
its products, cereals, cotton, tobacco, and the precious metals
creating a scale of wages much above the English rate, and 
raising the cost of production in industries in which the natural 
advantages are not so great. The best economy, of course, 
would have been for American capital to confine it3elf to th& 
fields in which it, had superior productiveness. awaiting a rise of 
wages and in the cost of coal-mining in England for competition 
in others. nut in some States, Pennsylvania especially, there
Were rich coal-beds and iron ores; and the owners of t4ese and 
the capitalists at their side were naturally impatient for an 
earlier harvest, 'in reaping whioh, morepver, they could not, like 
the English protectionists, be charged with taxing the food of 
the labourer. The antagonistic feeling towards England of a 
large section of the Republioan party .concurred to f~vour 
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protection, But instead of taking sulk at political economy 
and turning his back on it, as the English protectionist did, the 
shrewder American sought a political economy on his own side, 
advocating a development of all the national resources; an,l 
authors and lectureI:s were soon forthcoming to supply the 
demand for economic science of this sort. 

The professors of political economy in th~ United States, 
-elsewhere thl1n in Pennsylvania, are, howe?er, for the most part, 
-on the side of free trade. And when it is borne in mind that 
-each of the thirty-six States in the Union has from one to five 
or six universities or colleges-' university' in the United States 
means no more than' college,' and is only regarded as a somewhat 
finer name-and that there are 287 such universities or colleges, 
the importance of a decisive predominance of free trade doctrine 
in academio lectures and instruction is undeniable. Its signifi
cance ought not, however, to»e overrated. Even in Englanll 
it was not philosophers and professors, but manufacturers and 
politicians, who carried free trade: in America. the manufacturers 
and most energetic politicians are against it, and can point to a 
.so-called national system of political eoonomy on their side, 
while the opposite system labours under the suspicions attaching 
to a foreign origin. 

, Economio theories and systems may be regarded in several 
-different lights: (1) in reference to their causes, as the products 
01 partioular social, political, and physical conditions of thought; 
(2) in reference to their truth or error; (3) as factors in the 
formation of publio opinion and policy. It is chiefly from the 
first of these points of view that American political economy 
has been considered in this essay; but the other aspects of the 
~ubject ought not to be altogether overlooked. The chief 
different schools of economio doctrine in the United States 
accordingly call for some notice. On the side of free trade 
are two schools, of whose leading principles respectively the 
late Amasa Walker's' Science of Wealth,' now in its seventh 
edition, and Mr. Perry's·' Elements of Political Economy' and 
'Introduction to Political Economy,' may be said to contain 
the best expositions., Mr. Walker's treatise fully deserves ita 
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-popularity and circulation, but is eo nearly in acoordanoe with 
the views of the majority of English economists, unless with 
l'espect to population, as to need no speoial description" Mr. 
Perry, on the other hand (Professor of History and Political 
Econotlly in Williams' College, Massachusetts), claims to belong 
to a newer school, of whioh Bastiat is the chief light. The 
lines of his system seem, by Mr. Perry's own account, to have 
been somewhat hastily traced in "his mind. The study of 
Bastiat's • Harmonies Economiques' had, he says, been recom
mended to him: 'I had scarcely read a dozen pages in that 
remarkable book,' he adds, '-when, closing it, and giving myself 
to an hour's reflection, the field of political economy in all its 
()utlines and landmarks lay before my mind, just as it does 
to-day. From that hour political economy has been to me a 
Dew science.' That the clearness with which a conception is 
entertained gives evidence of its truth is a proposition for 
which the maxim of an illustrious philosopher might be cited: 
, Credidi me,' said Descartes, ' pro regula generali sumere posse 
()mne)d quod valde dilucide et distincte concipiebam verum esse: 
Modern logic, nevertheless, rejects the presumption, and, as 
lfr. Mill has observed, no one can have examined the sources of 
fallacious thought without becoming deeply conscious that a 
nice coherence and concatenation of our ide~s are apt to pass off 
with us for evidence of their truth. Political economy, in 
Mr. Perry's view, is simply a science of value, and value is 
never the result of natural agencies apart from human effort and 
service, because God's gifts are gratuitous. Rent, accordingly, 
is 0. payment, not for the use of a natural agent, but for a 
service rendered by the owner to the cultivator. To the obvious 
()bjection that land varies in value from natural causes Mr. Perry 
replies, that' A high degree of natural fertility has been scattered 
with so bountiful a hand, and lands naturally less fertile have 
such comparative advantages of another sort, that under a broad 
view the degree of original fertility becomes a common factor I 

cancelled in price.' In other words, land has everywhere some 
natural advantage or other of fertility, situation, aspect, climate, 
water-power, mineral wealth, &c., so th;at there is a general. 
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equality in respect ot natural gifts, and land rent is never tIle· 
price of their monopoly. Mr. Perry has visited the Britisll 
Islands, and might have learned that even within theh- narroW" 
compass the gifts of nature are most unequally distributen, and 
that the barren mountains of Donegal or the Shetland rock~ 
have • no compensating advantage of another sort' to rodress 
the· balance. 

A chain of filiation connects Mr. Perry's system with ono
which, on the question of free trade, is fundamentally opposed 
to it; for Mr. Perry's doctrines are derived directly from 
Bastiat; and ClU'ey, not without reason, claimed that Bastiut 
owed to him his leading ideas respecting the harmony or 
economic interests, the value of land, and the economic results 
of the growth of population and civilization. Carey himself 
owed not a little to Herbert Spencer, though he strangely 
metamorphosed some of the conceptions he drew from that 
great thinker's philosophy. A personal element, however. 
combined to mould ClU'ey's economic ideas. Throughout the 
history of political economy, indeed, the personal history .. 
education, and character, of particular writers has borne no smaU 
part ip. its developments and forms.· Dr. William EIJer, one ot 
Carey's most zealous supporters, remarks that, besides being a. 
philosopher, he was an American and a. patriot, and that his 
passionate hostility to the British system of foreign trade, lUll! 

to the subsidiary British system of politioal economy, t8.kes 
something of the temper and tone of national prej udioo. t Dr ~ 
Elder adds: • Hie father was an Irish pa.triot and & political 
exile from the land of his birth. Something hereditary may be 
detected running with much of the pristine force of bJooJ 
through the life and oharacter of his 80n.'.t 

----- ~-

• For instanoes in theoaseeofAdam SlDlth, Queenay, 'Oournay, and 1. S. :\fill. 
see the Essay in the present volume entitled, TA, Polt/1e41 Ectm<>my oj Ahm Smltli~ 
pp. 30-31, and also pp. 6li-5S. . 

t HetlUM oj HIli.., C. Carey. By William Elder, Philadelpbia, 1880, pp. 30·1. 
: Ibul. Of the fervour of Carey'. utterances Dr. Elder saya :-' I,Ie IOmetim~ 

clinched his dehverances with expletives and epithets 80IDething out Of fashion m 
8OOlety.' An English writer who visited him .. after favourably deoonbing him 00. 
the whole to the writer of this easay, added: 'He is a DIaD of plain apeel-h, and 
aWilIII1I like a lIargemaa whene,ef Mill's ll8lIle i.e mentioned,' 
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The main dootrine of Carey is, that under a proper national 
ef'onomyall the productive powers of II country and its people 
are harmoniously develope~, and continual progress is achieved 
both in every branch of production and in the· equity of 
distribution. An industrial nation contains thrlle great funda~ 
mental classes: the agricultural, the manufacturing, and the 
commercial. All three should be developed and exist in equi
librium. In a rude state of the social organism there is n() 
di iferentiation of functions; every man is warrior, hunter, fisher, 
builder, and carpenter. In an advanced and harmoniously
developed society all the leading industries are carried on by 
distinot classes, dependent on each other. Up to this point the 
advocate of free trade, looking on civilized society as embraoing 
all civilized nations, might concur in the doctrine. The point 
of separation is, that Carey regarded eaoh nation as a distinct 
social organism, containing the appointed natural meaI1B of 
independent development. 'No one,' says the chief living 
expositor of Carey's ideas (Mr. Robert Ellis Thompson, Pro
fessor of Social Science in the Univ('rsity of Philadelphia, and 
editor of the • Penn MontliIy '), • who believes in the continual 
government of the world by Divine Will can doubt that nations 
eust in consequence of that will. " He fixeth the bounds of 
the nation." Each State, like each man, has a vocation. Every 
nation is a chosen people. It has a peculiar part to play in the 
moral order of the world.' Unless in the sense that whatever is 
is right, and exists by divine ordinance~in which case Carey's 
followers must concede that free trade itself may be a divine 
institution-it can hardly be maintained that the boundaries of 
nations have been providentially ordained. A witty countryman 
of Professor Thompson has • guessed' that • if ever the lion lies 
down with the lamb, it will be with the lamb inside;' and such 
ill in, reality the manner in which the bounds of the nations have 
for the most pa~ been settled: They have swallowed up·their 
weaker neighbours. History, too, iii one long contradiction 
of the fixity of national boundaries. The limits of no great 
civilized empire, the United States not excepted, are what they 
were the year before the 'Wealth of Nations' was published 

L 
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and American Independence deolared. How, then, can every 
State contain within confines which are frequently changed the 
'providential' c~nditions of independent economio existence P 
Carey argues further that great waste in carriage is saved by 
bringing the farm and the factory into close proximity to each 
other, and that a return is thereby made to the soil, which is 
thuS not robbed of its constituents as it is by the exportation of 
its produce. But in the United States the chief iron and coal 
mines and factories are at one side of the continent; the richest 
lIoils and the most productive farms are many hundred miles off 
at the other side; considerable cost of carriage is inco/fed, and 
no return of constituents is made to the land in the west from 
produce sold in the east. 

Carey's system is, in fact, Pennsylvanian rather than national 
economy; it is a. product of Pennsylvania, like its iron and coal, 
and has gained little acoeptanoe in its entirety beyond the limits 
of that State, as may be gathered from the names of its principal 
supporters. In other States the most popular exposition of 
economic prinoiples on the proteotionist side is Mr. Bowen's 
'American Political Economy,' a title assumed on the ground 
that the system expounded by English writers is really the 
political economy of England alone, while America needs an 
American politioal eoonomyadapted to what is special in its 
physical conditions and institutions. Yet Mr. Bowen's own 
system is after' all, in the main, English politioal economy; with 
an incongruous admixture of Pennsylvanian doctrine in rela.tion 
to foreign trade. His treatise contaiD8 a clear exposition of 
principles long generally accepted in England, and its protec
tionism, like an artifioiallimb, can be deta~hed without hurting 
or altering the rest i)f the structure. Mr. Bowen, it ought to be 
added, pronounces emphatically in :favour of a metallic standard, 
and advocates a resumption of specie pa.yments; while Carey 
regarded issues of inconvertible. paper-money as streams of 
productive wealth. Carey's followers, in general, have been 
charged with adhesion to. this doctrine, but it is repudiated by 
Professor Thompson, who advo~ate8 convertibility and deprecates 
an in.fln.tion of the currency. Soft money seems to have little 



· Political Economy in the United States. 147 

support now from any sohool of eoonomists. Proteotion, however, 
has much deeper roots; a majority of the Republican party still 
leans to it, a.nd the intelligence of the country is to be found 
ilhiefly in the ranks of that party. The line between protection
ists and free-traders, it should be observed, does not coincide 
with that between Republioans and Democra.ts. In Pennsylvania. 
both Republicans and Democrats are protectioxllsts, while in the 
city of New York many of both parties are free-traders. The 
most able and energetic supporters of both free trade and 
protection are Republicans. . 

Differing on some fundamental points from the systems that 
bave been described is the theory set forth in Ii work published 
last year at San Francisco, entitled C Progress and Poverty,' the 
1l.uthor of which, according to the statement of American news
rapers, has lately been appointed Professor of Political Economy 
in the University of California. From a passage in his book it 
appears that he was formerly a working-man in a trade: and 
if this is to be understood in the ordinary sense, his learning 
and literary power are truly astonishing and admirable. Among 
other. gifts he possesses a. fertile imagination, supplying him 
readily with pertinent illustration. Want of imagination is one 
of the causes of the inability of many economists to emancipate 
themselves from old abstractions, generalizations, and formulas. 
Their minds do not enable them to realize actual phenomena, 
and to test theories on all sides by a. multitude of instances. 
Mr. George's work, however, calls for notice not only on account 
of its ability, and because it oontains internal evidence of being 
8. product of the economio history of California, but because also 
of the magnitude of the problem it propounds, and the na.ture of 
the solution it proposes. It seeks to discover the cause that 
makes poverty the constant companion of wealth, and to find at 
the sa.me time the explanation of recurring seasons of industrial 
and commeroial paralysis and distress. Its author is opposed to 
protection, and to various notions which, he sa.ys, are rapidly 
gaining ground in the United States, C that there is a necessary 

• Pro,,.,,,,.,,,, Pot'ITty, p. 253. 
L7. 
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conflict between capital and labour; that machinery is an evil~ 
t~at competition must be restrained and interest abolished; that 
wealth may be created by the issue of money; that it is the duty 
of Government to furnish capital or to furnish work.' He often 
reasons deductively in the old-fashioned 'orthodox' way, as
confidently as Ricardo or Yr. Senior, from the assumption that 
every man follo~8 his pecuniary interest by the shortest and 
easiest road. It is surprising to an English reader, accordingly ~ 
to find tha.t his main theory is, that the cause of the accompani- . 
ment of great wealth by great poverty, and of the succession of 
commercial depression to commercial prosperity, is the existenco 
of private propetiy in la.nd. 

Poverty, :Mr. George argues first of all, is never the 
consequence of either a deficiency of capital or an excess of 
labourers. The labourer produces his own wages, and is not 
paid out of pre-existing ca.pital, although the fact is conceo.1ed 
by the separation of employments and the complexity of the 
process of exchange. When a. division of labour first takes place 
in early society, and, instead of every man as before supplying' 
his own wants, one hunts, another fishes, a third gathers fruit. a 
fourth makes weapons or tools, a fifth clothing; each really 
produces his oWl1 maintenance, though he exchariges the produce 
of his own labour for other things. So. in a more advanced 
stage, 'an exchange is reo.lly going on between the pr:oducers in 
dillerent occupations, and the labourer gets his subsistence in 
exohange for his own productive work, and does not derive it 
from capital, though the capitalist conducts the exchange. A.nd 
an increase in the number of labourers causes a more than 
proportionate increase instead of a diminution in t~ rate of 
production. Twenty men working together where nature is 
niggardly will produce more than twenty times the wealth one 
can produoo where nature is most bountiful. The denser the 
population, the more minute becomes the subdivision of labour .. 
the better the economy of work. It is true the growth of 
numbers neoessitates recourse to inferior soils and other natural 
agents, but the increase of the power of the human factor more 
than compensates for the decline in power of the natural factor~ 
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'The richest countries are not those where nature is most prolific, 
but where labour is most efficient, not Mexico but Massachusetts, 
not Brazil but Great Britain. The cause, then, of the depression 
()f both the wages of labour and the interest on capital, and of 
the growth of poverty, as society advances, is not the increase 
()f population, and does not lie in the conditions of production. 
It must, therefore, lie in distribution. The rise of rent is the 
Teal cause of the fall of both wages and interest, while the pro
ductive powers of society, so far from declining, are improving. 
Where the value of land is low, there may be a",~mall production 
()f wealth, and yet a high rate of both wages and interest, as we 
see in new countries. In California, where wages were higher 
than anywhere else in the world, so also was interest lligher; 
but relit was non-existent; wages lLnd interest have since gone 
down together, while rent has risen with startling rapidity. 
WLere land is free, wages will consist of the whole produce, less 
the part necessary to induce the storing up of labour as capital. 
-Where land, on the contrary, is all monopolized, wages may be 
forced down to a minimum. Three parties divide the produce, 
the labourer, the capitalist, and the landowner. If, with an 
increase of production, the labourer gets no more, the capitalist 
no more, but even less, the inference is that the landowner gets 
the whole increment. It is not the total produce, but the net 
produce alter rent has been deducted, that determines what can 
be diviued as wages and interest. Free trade has enormously 
increased the total wealth of Great Britain wi~hout lessening 
pauperism, because it has simply raised rent. To extirpate 
tJoverty, to make wages what justice commands they should be, 
the full earnings of the labourer, we must substitute for the 
individual ownership of land a common ownership: we must 
make land common property. For this purpose it is only 
necessary for the State to appropriate rent, not to dispossess the 
holders of land of its occupation. 

Such, in ,brief, is the substance of Mr. George's argument. 
And so far as the proposition is concerned, that the labourer 
produces his own wages, it is true, as an Ameri~n economist 
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has shown in a work of great ability,- that in new countries 
labourers are often paid after the harvest, or by the year, and 
therefore out of the produce of their labour. Even in that case. 
however. the fund out oJ which the labourer is maintained 
while his wages are being earned, thougli his own, is the 
prodU09 of past labour, not of the labour he is actually per
fOlming. In old countries the majority of the la.bourera 
engaged in long operations have not wherewithal to maintain 
themselves until the produot is Bold; but if they had, this fund 
would be a pr~ct of previous labour; it would be pre-existing 
weaJth produotively employed; that is to sa.y, capital in the 
sense intended hylli. lIill in his proposition that industry is 
limited by capital-a. proposition which Mr. George confol11!d.a 
'with the doctrine of the wnges fund, now rejected by almost aU 
English economists. Piers the Plowman, in Langland's poem, 
had barely enough food saved from the previpus produce of his 
little farm to keep soul and body together until harvest time. 
while hired la.bourers beside him had strong ale and fresh meat 
and fish, hot and hot, twice a-day, because they were paid out 
of the savings of their employers. Piers himself could have 
fared ~qually well if, instead of waiting on his own crops to 
dight his dinner as he liked best, he had gone into the labo!ll' 
market for a share of the last year's corn, and of beef and mutton 
which had taken years to grow. In the England of our own 
day labourers not only get wages from capitalists long befo~e 
their own work is finished and sold. but are many of them dead 
and gone before then. Sometime! the product is destroyed by 
an accident after tlie workmen have been paid wages in full, 
but before the employer has made any~hing by it. In th(> 
agricultural districts of California there was, as Mr. George 
says, a.' total failure of crops in 1811; and of millions of sheep, 
nothing remained but their bones. The farm en, nevertheless, 
hired labourers for the next crop, and he argues that they could 
not have done 80 out of past produce which was lost. The Ctl.S6 

• Til. WtljlU Quat.,.,.. by Francis A. Walker. See All Article by the S&llle

Triter, .J.Vortlt Amwkma JU.,i_, lanuary 1875. 
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really tells at both ends against Mr. George'. conclusion; for it 
is clear that the labourers who helped to produce the crops that, 
perished were not paid for that year'. work, or maintained 
during it out of its produce; and 'the funds which the farmers 
borrowed to resume their operations must have been the produce 
of previous work, not of work the fruits of whioh were not yet 
forthooming. . 

The aooumulation of capital is, then, neoessary for the 
maintenanoe of labourers, though it may be acoumulated by 
themselves j and in Ii. country like France, where land is to a 
large extent held by the produotive classes, inoluding labourers, 
capital is in good part aooumulated out of rent. In Franoe, 
too, rent in the oase of a majority of families is an addition to, 
not a deduotion from, wages and interest or profit j and were 
any government to seek to abolish private property in land, 
there are several million Frenohmen would 'know the reason 
why.' Nor is it true that wages and interest uniformly deoline 
as rent advanoes. All three have been higher during the last 
thirty years in England than they were a hundred and thirty 
years ago-a fact whioh overthrows Mr. George's whole theory. 
In Holland all three have considerably risen in our own time j 
and although it is oited by one eoonomist after another as the 
country where interest is lowest, the rate of interest is now 
considerably higher than in England, or than it was in Holland 
itself fifty years ago. A simple illustration will show how this 
may take plaoe. Suppose a district contains ten million aores, 
yielding at a low stage of husbandry ten bushels an acre, and 
ten million acres of better land yielding fifteen bushels an acre, 
and therefore five bushels per acre as rent. Let agricultural 
art advance along with population, BO as to double the produG
tiveness of the whole distriot, and the poorer land will now 
yield twenty, the best land thirty bushels an aore. Ten bushels 
per acre instead of five will now be payable in rent for the best 
land; yet the whole labouring population may be better olothed. 
housed, and fed, in oonsequenoe of the improvements attending 
the division of labour; and the farmer may get a higher return 
on his oapital. The entire amount of rent may also be received 
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by farming and labouring families, whom its very existence 
may have stimulated to the industry and thrift that led to the 
increased production. It is overlooked, one may add, by writers 
who treat the fall of interest 8S society advances as an established 
llistorical fact, that in old times most people could get no intere&t 
at all 0!.l their savings, and hoarded them for lack of productive 
investments. 

On behalf of abolishing the private ownership of land, and 
giying an equal share in the bounty of na.ture to all, Mr. George 
urges that it is • but carrying out in letter and spirit the self
evident truth enunciated in the Declaration of Independence, 
that all men are created equal; that "they are endowed by their 
Creator with certain inalienable rights'; that among them are 
life, liberty, and the pursuit of happiness.' The age of the 
Declaration of Independence was indeed one in which philoso
phers believeeJ in inalienable natural rights; and, if we are to 
be guided by the ideas of its framers, nothing is more certain 
than tha.t they included among 'natural rights' the right of 
every man to acquire property in both land and movables. 
Only by a theory of dynamical inspiration, such as has beeu 
applied to the Bible, can we get any other meaning out of the 
Deolaration than its authors intended. Coming down to more 
recent times, Mr. George cites the actual procedure of the first 
miners in California, who, he says, falling back upon 'first 
principles, primitive ideas, and natural perceptions of justice,' 
declared that the gold-bearing la.nd should remam common 
property, of which no one might take more than he could use, 
or hold for a longer time than he actually used it. It may be 
that the land system of every country ca~ for reform, but it 
may be hoped tha.t civilized-men will not seek preoedents for it 
in the infancy of the race, or in' primitive ideas.' Mr. George 
can but have hastily studied the works of Sir Henry Yaine, 
whom he cites, if he suppose. that early communities recognised 
any common right in mankind, permanent or temporary, to the 
use of the soil. Each little tribe jealouslyexoluded every other 
to the best of its power, and recognised no right in 9. hllman 
being, as such, to property of any kind, or even to liberty or 
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1ife. If, however, the natural perceptions of justice really lead 
to common ownership, the citizens of California are bound to 
admit Chinamen without number to a share in the land of the 
.Sta.te. lIad Mr. George confined himself to oontending that 
the governments of new countries have committed a grievous 
blunder in allowing their territory to be appropriated in 
perpetuity by the first comers for a. nominal payment, he would 
have found allies among the advocates of private property in 
land. Even in old countries like England, whose territory has 
been appropriated by a small number of owners,with the full 
sanction of the State, and contraots, and dealings, and invest
ments of capital, have gone on for centuries on this foundation, 
all the requirements of justice and expediency would be met 
were it enacted that at a remote date-say four generations. 
hence, or in the year 2001-alllanded property, both in country 
llnd town, shall revert to the State. At that period legislators 
.could deoide, with better lights than we now possess, how to 
dispose of the vast accession to its resources. It would in any 
case come into a fund which wonld enable it to extinguish all 
taxes, and the restrictions to produotion and commerce they 
~use. Unhappily, existing generations care little for a distant 
posterit.y, and would be too apt, were the project under 
disoussion, to convert it into one for immediate and uncom
pflnsated confiscation, such as Mr. George urges with a. harshness 
that might justify a.harsher name. His theory bears decisive 
marks of ~ts growth out of the anomalous history of the 
marvellous region in which it was published, from the first 
occupation of the GolJ Fields by strangers from every quarter 
of the globe, down to the sudden impoverishment of San 
Francisco in recent years by the fall in mining stooks and land 
"Values, consequent on rash speculation and imprudent invest~ 
ments. As Carey's system was a product of the mines of 
Pennsylvania, so is Mr. George's of those of California. 

The prospects of political economy in the United Eltates 
Bhould be augured rather from the capacity shown than from 
what has been actually done, and in that sense the works of 
both the writers just referred to afford favourable indications. 
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Speaking generally, however, the men best qualified to stand in 
the front rank of American economists are not the authors ot 
systems or general theories, or text-books of principles, but 
writers on speoialsubjects-David Wells, William M. Grosvenorp 

Albert S. Bolles, Franois A. Walker, Edward Atkinson, William 
G. Sumner, O. F. Dunbar, and Simon Newcomb. Only sino& 
the Cirll War has Amerioa begun seriously to apply its mind t() 
economio questions, and the number of powerful intellects it hM 
brought to bear on them is a. remarkable phenomenon in the 
history of philosophy. Many of the best eoonomic essays the
last decade has produced will be found in the pages of American 
periodicals-the' North American Review,' the' International 
Review,' the 'Atlantio Monthly,' the I Penn Monthly,' the 
'Princeton Review,' 'Scribner's Magazine! Journals like the 
'Nation' and, the 'Publio' discuss economio questions with 
consummate skill. In the translation of Roscher and Blanqui 
work has been done by America which England ought not to 
have left it to do. Two considerable contributions to economio 
history were made last year in tij,e 'Industrial HistOry of the 
United States,' and the 'Finanoial History of the United 
States, 1774-1789,' by Mr. Bolles. In the perfection of its 
economio statistics America. leaves England behind. 

Were we surveying the entire field pf political eoonomy. s() 
far as it has been cultivated in both the old and tIte new world,. 
the question would arise :-How much, booeath what can olaim 
only a local or a temporary importance, possesses universal and 
permanent value P What problems have been solved for aU 
time P What universal truths have been discovered P IIow 
much of the wOl'k of Adam Smith, Malthus, John Stuart Mill, 
Roscher, Knies, Bastiat,' Chevalier, Wayland, Walker, Perry, 
Oarey, will remain standing and solid a hundred years hence f 
The subject of this Essay raises a still more important question: 
What new eoonomio problems remain II Among them are some, 
it may confidently be affirmed, which the chief economists of 
both worlds have never yet raised, and of which they have not 
dreamt. There is reason to believe that America. will take an 
active part both in bringing them to light and in their solution. 



XIV. 

ECONOMIC SCIENCE AND STATISTICS. 'II 

ECONOMIC SCIENCE was not formally included within th& 
Statistical Section of the British Association until 1856; and~ 
even since then, addresses of distinguished Presidents of th& 
Section have turned mainly on its statistical functions, and 
have been devoted principally to an inquiry into the nature and 
province of statistics. That the inquiry is neither so superflu!1Us 
nor so easy as might at first appear is sufficiently shown by the 
fact that there are, according to the great Germarf statist, Dr. 
Engel, no less than 180 definitions of the term to be met with 
in the works of different authors. These various definitions 
may, however, be said to group themselves round one or othel' 
of three conoeptions, of which one follows the popular view of 
statistios j the etymologioal and original meaning almost 
disappearing in the notion merely of tables. of figures, or
numbers of facts, of which the chief significance lies in their 
numerical statement. According to another conception, statis
tics, following etymology and the signifioation given to Statistik 
by the famous Giittingen school, should be regarded as equivalent 
to the science of States, or political science, but, nevertheless, 
as confining itself to the asoertainment and collection of facts 
indicative of the condition and prospects of society, without 
inquiring into oauses or reasoning on probable effects, and 

• carefully discardiJ;lg hypothesis, theory, and speoulation in its 
investigations. A third oonoeption is, that statistioal soience
aims at the discovery, not only of the phenomena of society. 
but also of their laws, and by no means discards either inquiry 
into causes and effects or theoretical reasoning. 

• ...4t"ent8U,n, September 27, 1873.-Written On the meeting of Section F ot 
the BriLiBh A.ssoeiation for the Advancement of Science, September, 1873. 
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It is curious that some who give to statistics the first of 
tliese three meanings, and who regard the numerical statement 
'Of facts, and the marshalling of tables of figures, as the proper 
business of the statistician, nevertheless speak of statistics as a. 
science. But, as the eminent economist Roscher has observed, 
numbering or numerical statement is only an instrument of 
which any branch of science may avail itself, and can never, 
in itself, constitute a science. No one, as he says, would dream 
-of making a. science (If microscopies, or observations made 
through the microscope. The distinguished English statIstician 
and economist, Mr. Jevons, has likewise condemned the miscon· 
ception of statistics and the misuse of the term we refer to in 
language worth recalling :-' Many perllons now use the word 
statistical as if it were synonymous ,with numerical; but it is a. 
mere accident of the information with which we deal that it is 
often expressed in a numerical or tabular form. As other 
Ilciences progress, they become more and more a. matter of 
quantity and number, and so does statistical science; but we 
must not suppose that the occurrence of numerical statement is 
the mark of statistical ~nformation.' 

The doctrine that the consideration of causes and probable 
reasoning are excluded from the province of statistics, and that 
statisticians should confine themselves to the asoortainment of 
facts, is hardly more satisfactory. No branch of science, no 
scientific body, confines itself to the observation of phenomena 
without seeking to interpret them or to asoortain their laws. 
It is not, indeed, possible, at present, to explain all the 
phenomena which come within the observation of the biatist, 
or to connect them with any law of causation; and even naked 
collections of statistical facts may be useful as aids to further 
inquiry, or as supplying links in the chain of observed effects. 
But serious error, and eyen practical mischi~f, have followed 
from attention merely to the recurrence of statistical facts 
without inquiry into their pauses. A theory of a decennial 
recurrence of commercial crises, for example, was based on the 
occurrence of crises in 1837, 1847, and 1857. Had the caUBe8 
of commercial crises been examined, it would have been 
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discovered that they are extremely various and uncertain in their
oocurreuce; that II. war, a bad harvest, a drain of the precious 
metals, ILnything, in short, whioh produoes a panio, may ca.use
a crisis; and as there is no decennial periodicity in the causes, 
there can be none in the effects. 

These considerations lead us to adopt the third conception 
noticed above, namely, that statistical soienoe investigates the 
laws of sooial phenomena. as well as the phenomena themselves; 
and, if not co-extensive with sooiology, or the science of 
society-because not going so far baok in its researches, and 
confining itself to the phenomena of modern society-yet 
employs all available methods, inquiry into causes, theory, and, 
probable reasoning for the interpretation of the facts it discovers. 
But it is not easy to give to a word a signification other than 
the one whioh long usage has put upon it; and, unfortunately. 
to the majority of persons the term statistios denotes simply 
Jry figures and tabulated facts. The Statistical Seotioll -of. tll&. 
British Assooiation has found a meanS to esoape fro~ the 
diffioulty, in a great measure, by allying itself forn:~l to 

. Economio Soienoe. It thus embrILoes definitely ILnd e~~essly,
the whole eoonomio side of the scienoe of sooiety. including the" 
inve~tigation of laws of causation, as weH as the observation of 
facts, and employing all the methods of scientifio investigation 
and reasoning. But if it deals in this manner with economic 
faots, it can hardly fail to do so likewise with the other classes 
of I!ooial phenomena which it approaches. And thus, however 
narrow may be the sense in which the term statistics may be 
elsewhere employed, the Statistioal Section of the British 
ASsociation is free from all trammel, and unfettered by any 
exolusion of theory. or even speculation, in its, investigation of 
politioal and social problems. 

Thtl formal inoorporation of economio science with statistios 
has another great advantage: it tends to correct the error to 
which economists as well as that to whioh statisticians are 
speoially pr.one. If the latter have been apt to think only of 
faots, it has been the besetting sin of the former to negleot facts 
altogether; if statisticians have often been content to oollect 
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Fhenomena. without heed to their laws, economists more often 
still have jumped to the laws without heed to the phenomena; 
if statistics ha.ve lain chiefly in the region of dry figures and 
numerical tables, economics have dwelt chiefly in that region of 
assumption, conjecture, and provisional generalization, which 
othel' sciences, indeed-geology to witness-have not escaped, 
but ~r2m which they are triumphantly emerging by combining 
the closest observation of phenomena. with the boldest use of 
'Speculation and scientific hypothesis. 

We may thus look for oonsiderable benefit to both political 
ilconomy and statistics from the combination of the methods to 
which the followers of each have been sJ,>ecially addicted. 
'The subjects which occupied the principal place in Mr. Forster's 
add.rtlss, and in the attention of the Section, conspicuously 
illustrate the importance of combining statistical with ('conomio 
inquiry, and the characteristio defects of the economio and 
.statistical methods hitherto commonly followed. Take, for 
·-e~ample, the question ot wages. The relations of capital and 
labour, and'ihe causes determining the rates of wages, are not 
to be summed up or disposed of in any brief formula. or so-called 
• economio law.' But much might have been done, by the 
collection of statistics and careful inquiry into facts, towards 
obtaining much closer approximations to truth than the 
generalizations which take the name of 'the wages fund,' • the 
equality of profits,' , the average rate of wages' -generalizations 
o£ which the world generally has grown a. little doubtful and 
not a little weary. 

Economists have been accustomed to assume that wages on 
the one hand and profi.ts on the other are, allowing for differences 
,in skill and sofOlih, equalized by competition, and that neither 
wages nol' profits can anywhere rise above' the a.verage rate,' 
without a consequent influx of labour or of capital bringing 
things to a, level Had economists, however, in place of 
reasoning from an assumption, examined the facts connected 
with the rate of wages, they would have found, froJD authentio 
statistics, the actual differences so great, even in the tl8JIl6 

occupation, that they are double in one place what they are in 
1 
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another. Statistics of profits are not, indeed, obtainable like 
:statistics of wages j and the fact that they are not so, that the actual 
profits are kept a profound secret in some of the most prominent 
trades, is itself enough to deprive the theory of eq1}al profits of 
its base. Enough, however, is known or discovered {rom time 
to time, by the working men in particular trades, to justify them 
in the conclusion, on the one hand, that profits will bear a reduc
tion, and that wages may consequently receive an augmentation j 
and, on the other hand, that competition has not produced, and 
will not produce, those results. When, therefore, Mr. Forster 
assumes that the majority of working men are now disposed 
to admit, as fundamental truths of economic science, that the 
remuneration of labour can be raised only in three ways-by 
the increase of capital, the diminution of the whole labouring 
population, or the participation of labourers in capital-we are 
~eminded that not a few working men in certain trades believe 
there is another mode by which their remuneration might be 
raised, namely, by' a participation in profits, which are 
enormously high j and that they believe, too, that this partici-" 
pation can be secured only by combination, not by competition. 
Not quite consistently with his own statement, that one of the 
methods by which wages may be raised is a diminu~ion of 
population, Mr. Forster pointed to the increase in the population 
of England and Wales from 16! millions in 1831 to 211 millions 
in 1871, simultaneously with an increase of general prosperity, 
as militating against the theory of population advocated by 
Malthus and Mr. Mill, and the necessity those great writers 
contended for, of a prudential check to the potential rate of 
births. An unrestrained potential increase would have doubled 
the 161 millions about 1856 j at the present time there would, 
at the Ba\lle rate, be about 50 millions of people in England and 
Wales; anu, before the end of the ccntury, the population of 
that part of the United Kingdom would exceed 100 millions. 
Either, therefore, the prudential check has been firmly opposed 
by some classes of the population to the potential increase, and 
has pflrmitted that increase of prosperity which Mr. Forster 
assumes: or other checks, in the shape of dea.th and infirmity, 
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have acted instead of the prudential check, and demonstrated 
the urgent necessity for it. Another point, in connexion with 
wages, on which Mr. Forster's reasoning seems to neeJ some 
explanation, relates to the agricultural labourers. IIe seems to
throw out an opinion that there is yet another source, besides. 
those which have been named, from which the wages of labour 
may be raised, namely, rent; but his language on the subject 
leaves much to be desired, to use a Gallicism, on the head of 
clearness. He says it is well there is here • a third class, namely, 
the landlords, who are able to enter into the question, and to act 
as mediators.' But then he adds that a Paper might well h&
devoted in the Section to- the question, how far the rent paid 
for land affects the question of wages. The innuendo woul<l 
appear to be that an increase of rural wagel ... ay be brought 
about by an abatement of rent; and we fail to see how that 
prospect places the landlords in a position to qualify them for 
the position of impartial mediators between farmers and men. 
Another important subjeot disoussed in the Seotion, the trent
ment of whioh was not exhaustive in respect of either the 
economio or the statistioal methods employed, was that of priceR, 
and the rise in the cost or living. Mr. Lflvi took the prices of 
the ME}tropolitan Meat Market for his measure with re~pect to' 
that article; adding, indeed, the expression of an opinion, that 
the rise has been greater in the chief towns than in other parts 
of the kingdom. The fact is, that the diffusion or steam com
munication in the last twenty-five years has rais()u the price of 
meat in count~y places and remote parts of the kingdom much 
more than in the chief towns, because it has raised it from a much 
lower point in the former to' something like the same price as 
in the latter localities. In many parts of Ireland and Sootlanu, 
where, thirty years ago, the price of butcher's meat .averaged 
3d. a pound, it is now not much below the London price; and 
this equalization of prices, where the means or communication 
have been equalized, is connected with the distribution or 
money over tlie world, in a. manner very necessary to be borne 
in mind in estimate both of past and probable future-changes 
in the cost of living. The prices of the Metropolitan Meat 
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Market afford, for another reason, insuffioient indioations of 

. what has aotually taken place in respeot of the purohasing 
power of money. The prioe of mutton per pound in that 
market has risen from 6'37, in 1863-7, to 7'62, in 1873. But 
in the Bame period the price of a. mutton fchop in a London 
railway refreshment-room has risen from 6d. to Is.; and, in 
fact, the rise in retail prioes, on whioh the cost of living really 
depends, is more aocurately indio~d by the latter figures than 
by those which Mr. Levi has oited. It is obvious, too, that the 
rise in wages is to a very large olass, who have to pay servants' 
wages-an addition, and not a. oounterpoise, to the inoreased cost 
of living arising from the rise of oommodities. Mr. Levi, we 
might add, seems to have oaused some oonfusion of ideas, if he 
did not fall into it himself, with respeot to the effeot on the prioe 
of necessaries and ordinary comforts of an inoreased expenditure 
ou luxuries. The oonsumption of better qu~ties of food and 
clothing would naturally tend to raise the ooJ~f the particular 
articles on which the inoreased outlay took place. But an 
inoreased expenditure on luxuries, such as seal-skin jackets, 
carriages, wine, to'Qacco, would, creteris paribus, diminish the 
outlay on other things, and would tend to &, corresponding fall 
in the prices of the latter. Had we, however, much fuller 
statistics than are forthcoming respecting the changes in prices 
throughout the United Kingdom, we should still be unable to 
fonn a Bound judgment respecting the most important part of 
the question, namely, the probable future range of prices, 
without a mass of additional information respecting the oauses 
which have aoted on the supply of each artiole, and on the 
distribution of money as well as on its amount. And we have 
in this matter an illustration of the defective oharacter of that 
kind of statistical inquiry which confines itself to the collection 
of a multitude of instanoes of faots, without reference to oauses. 
It must be allowed that the principles laid down by the 
illustrious Quetelet rather tend to foster the error to whioh we 
advert. He assumed that by enlarging the number of instances 
we eliminate ohanoe, and arrive at general and stable laws or 
conditions. But a great number of instances does not give us 

],I 
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their law, or justify us in any positive conclusiou respecting the 
future. New conditions, for example, have beeu acting on. 
prices during the last two years, and mere tables of prices for 
the last twenty or ten years confound years in which those 
causes were in opt4'ation with years in which they were Dot. 

We cannot close these few remarks and suggestions without 
thauiing Mr. Forster, the eminent President of Section F, for 
the just, but not the less g~erous, tribute which he paid to the 
great leader of eoonomio science, whom the world has lately lost 
in Mr: John Stuart Mill. 



XV. 

()N TilE PHILOSOPHICAL METHOD OF POLITICAL 
ECONOMY.-

ADAM SMITH called his famous treatise an inquiry into the 
nature und causes of the wealth of nations. Mr. Senior defines 
political economy as the science which treats of the nature, the 
production, and the distribution of wealth. The deflnition 
in Mr. Mill's 'Prinoiples of Politioal Eoonomy' is similar; 
though broader: 'Writers on political economy profess to 
teaoh or to investigate the nature of wealth and the laws of 
its produciion and distribution, including, dire'otly or remotely; 
tho operation of all the causes by which /the condition of 
mankind, or of any sooiety of human beings in respeot to this 
universal object of desire, is made prosperou~ or the reverse.' 

Those definitions suffioiently indioate the',charaoter of the 
problem of political eoonomy, namely, to 1 investigate the 
nature, the amount, a.nd the distribution of "~alth in human 
sooiety, and the laws of oo..existenoe and sequen,oe disooverable 
in this olass of sooial phenomena.. The solution c,ffered by the 
method hitherto ohiefly followed by English economists-known 
as the abstraot, a priori, and deduotive method-thay be briefly 
stated as follows :-The. nature of wealth is explained by 
defining it as oomprising all things which are ,objects of 
human desire, limited in supply, and valuable in exohange. Of 
the oauses governing its amount and distribution, the ohief 
exposition is, that the desire of wealth naturally leads, where 
seourity and liberty exist, to labour, acoumulation of oapital, 
appropriation of land, separation of employments, commeroe, 

• E".".atlun". vol. ii., 1876. 
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and the use of money; whence a continual increase in the total 
stock of wealth, and its distribution in wages, profit,' rent, an!! 
the prices of products, in proportion to the labour, sacrifice, 
amount of capital, and quantity and quality of land, contri
buted by each individual to production. It is added that, 
inasmuch as human fecundity tends to augment population in a. 
geometrical ratio, while the productiveness of the soil is limited. 
the proportion of rent to wages a.nd profit tends to increa.se in 
the progress of society. 

This theory, it is here submitted, is illusory, a.s a. solution of 
the problem. It throws. in the first place, hardly a.ny light on 
the nature of wealth. There is a multitude of different kinds. 
of wealth, differing widely in their economio effects. Land, 
houses, furniture, olothing, implements, arms, ornaments, ani
mals, corn, wine, money, pictures, statues, books, are but a few 
of the different kinds of wealth; and of each kind there are 
various speoies. No inconsiderable part of the present wealth 
of the United Killgdom consists of intoxicating drink. Wealth, 
moreover, undergoes great changes in kind in different states of 
sooiety, and one of the most important features of economical 
history is the evolution of new kinds, profoundly affecting the
material as well &9 the m"'J'801 condition of nations. The wealth 
of Rome under the Coos'~s differed from its wealth in the first 
age of the Repq)1ic, in quality as wJlll as quantity; and ther& 
are essential ditt~rences, as well as resemblances and historical 
rela.tions, between the constituents of mediooval a.nd modem 
wealth. Soma of the fundamental distinctions between Oriental 
and Europea.n wealth have been vividly brought before us in 
the last few months. One of these is, that the movable wealth 
of rich men in the East consists chiefly of precious stones, gold 
and silver ornaments, and splendid apparel. An'English writer 
long ago described a religious ceremony in Turkey, at which a 
prince of eleven years old' was so overloaded with jewels, both 
on himself and his horse, that one might say that he carried the
value of an empire about bim! That is to say, the wealth 
that might have made a territory prosperous, and beeu dis
tributed in wages through many hnndreds of families, WM 
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(loncentrated on the bodies of a child and a horse. The 
correspondent of the ' Times' recently remarked on the appear
ance of the officers of an Indian municipality: 'It would have 
rather astonished the members of an English town council to 
have seen these Punjabees in turbans of the finest tissue, gold
~rocaded gowns and robes, with coils of emeralds, rubies, and 
(learls round their necks finer than any Lord Mayor's chain.' 
This allusion to the surviving finery of English official dress 
illustrates a change which has taken place since the French 
Hevolution in the ordinary dress of men in Western Europe . 
.Another description of a reception of native chiefs at Calcutta a 
few months ago seems to give indication of the beginning of a 
similar change in India. While one Maharajah, 'dressed in 
black satin and silver lace, wore a cap which was literally 
covered with diamonds, said to be worth £100,000,' and another 
was 'resplendent in a dress of mauve, embroidered with gold,' 
llulkar and Sir Salar J ung 'presented a striking contrast from 
the extreIUtl simplicity of their attire.' . It i!> no unimportant 
example of the mutation in the nature of wealth, in the progress 
<.of society, that diversities exist in Western ~urope, in respect 
of ~plendour and oostliness of apparel, between masculine and 
feminine wealth, which did not manifest the\nselves conspicu
<lusly before the present century. The accounts of the dresses 
<:If the princes and nobles of India, during the Prince's visit, 
read like one of the dresses of a number of great ladies at a 
London ball j but even in England the fashion ot wearing silks, 
!latins, velvets, diamonds, and jewels, was formerly not confined 
to one sex. There was a time when men 'wore a manor on 
their backs.' The remark of Addison in the ' Spectator' that 
, one may observe that women in all ages have taken more pains 
than men to adorn the outside of their heads' is inaccurate. 
An Eastern prince still sometimes wears precious stones on his 
turban to the value of half a million; and probably no lady 
-ever wore such a weight of diamonds as the Shah of Persia 
.displayed in London. It is at least conceivable that the attire of 
:an English lady may one day rival in simplicity and inexpen
siveness that of a gentleman. The wealth of all but the 
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stationary part of mankind of both sexes undergoes vuious 
changes in thB 'nature as well as in the' number of its con
stituents; and the differences and changes in the character 
of Eastern and Western, mewmval and modern,· masculine and 
feminine wealth, of which some indications have beon given, 
ought surely to meet with investigation, as regards both cause 
and e:llect, in a true Science of Weal~h. The definition already 
referred to, that wealth comprehends all things which possess 
exchangeable value, is a. mere abstraction throwing no light on 
these differences and mutations, or on the laws of society and 
social evolution by which they are governed. It originated in, 
opposition to the Mercantile theory, and amounts in fact to 
little more than a negation of the doctrine, erroneously imputed 
to the Mercantile School, that money only is wealth. What 
that school really taught was that money is the most durable 
and generally useful kind of movabie wealth, and their cbi<:t~ 
error lay in the measures by which they sought artificially 
to increase its a..nount. Money really had acquirecJ great ad
ditional usefulneEs by its substitution for barter and payments 
in kind, and by the extension of international trade; and 
money is one of the kinds of wealth the in vention and variations 
of which .form a. 'most instru.ctive chapter in economical history. 
Adam Smith, it should be observed, did not fall into the elTor 
of later antagonists to the Mercantile theory. Hie doctrine waa 
that wealth consists chiefly, not in money, but in consumaLle 
commodities; in the necessaries, conveniences. and luxuries of 
life. Although he did not systematically investigate the subjec~ 
he has in several passages indicated ..important differenoes in the 
economio effects of different sorts of wealth, and pointed out 
some essential changes which have taken place in its component 
elements, in the progress of society. ' 

Closely connected with the illusory exposition of the nature 
of wealth ,to which attention has been drawn is the doctrine of 
abstract political economy, that the mental principle which 
leads to its production and accumulation I is the desire of 
wealth.' No other branch of phiIosolJhy is still so deeply 
tinctured with the realism of the schools as economio science. 
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A host of different things resemble each other in a single aspect, 
and a common Dame is given to the:pt in reference to the single 
feature which they have in commoIi. It is, pr9perly speaking, 
only an indication of this common \ feature, but it puts their 
essential differences out of mind, an~ they come to be thought 
of in the lump as one Bort of thing. \ The desire of wealth is a. 
general Dame for a. great variety of -fants, desires, and senti
ments, widely differing in their econo®cal character and effect, 
undergoing fundamental changes ~ some respects, while 
preserving an historical continuity in \others. Moralists have 
fallen into a similar error, though !rox'll an opposite point of 
view, and, in their horror of an abstraction, have denounced, 
under the common Dame of love of wealth, the love of life, 
health, cleanliness, decency, knowledge, and art, along with 
sensuality, avarice, and vanity. So all the needs, appetites, 
1'l!.Ssions, tastes, aims, and ideas which the various thi.ngs
comprehended in the word' wealth' satisfy, are lumped to~ether 
in political economy as a principle of human t 'It"ure;whl:Ch is the 
source of industry and the moving prinoiple of the eoonomic 
world.· 'That every man desires to obtain additional wealth, 
with as little sacrifice as possible, is in politioal eoonomy,' says 
Mr. Senior, 'what gravitation is in Physios, or the dictum de 
ollllli et nullo in Logic, the ultimate fact beyond which reason
ing cannot go, and of which almost every other proposition is 
Jllerely an illustration.' The division of labour, the process of 
exchange, and the intervention of money, have made abstract 
wealth or money appear to be the- motive to produotion, and 
veiled the truth that the real motives are the wants and desires 
of consumers; the demands of consumers determining the 
commodities supplied by producers. After all the reproaoh cast 
on the Meroantile School, modern economists have themselves 
lapsed into the error they have imputed to it. If every man 
produoed for himself what he desires to use or possess, it would 
be patent and palpable ho.w diverse are the motives summed up 

• Many years ago I endeavoured to chaw attention to the error oC both 
economists and morahots on thill Bubject, in an ESBBY On the Love of Money. 
repl inted at the beginniIJg of the pr.,llt volume. 
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in the phrase 'desire for wealth '-motives which vary in 
different individuals, differe t classes, different nations, dillerent 
sexes, and different s~ates o;f sooiety. Hunger and thirst were 
the first forms of the desir~ of wealth. A desire }or oattle is ita 
prinoipo.l form at the neJ¢t social stage. A desire for land 
comes into existenoe with agrioulture; but the desire for land is 
itself a name for di:ffere*t feelings, aims, and 8.Ilsociations, ill 
different ages, countries, ~asses, and individuals. producing at 
this day widely different ~ffeots in two countries so close to each 
other 3S England and franoe. Adam Smith's historical and 
induotive mind here akain preserved him. from the realistio 
error. He has even attempted to indicate the actual order in 
which the desires of wealth succeed one another in the progress 
of history ; and although his generalizations on this point are 
scanty and inaccurate, they ought to.. have suggested a fruitful 
line of investigation to his followers, and doubtless would have 
dODe"so but for the dominion over their minds which the abstract 
methoa-aequired-.l\.lIis'illustrious successor, John Stuart Mill, 
has indeed made some instructive observations on the point in 
the Preliminary Remarks of his 'Prinoiples 9f Political Ec0-
nomy,' but he had been brought up in the straitest sect of the 
abstract economists, and his method was formed befhre his mind 
was matured; so that there is no systematio application of 
historical and inductive Ulvestigation in his treatise, although it 
abounds in luminotis suggestions, and corrections of the crude 
generalizations cl the 'school in which he was taught. An 
investigation of the diverse and varying desires confounded in 
the phrase' desire of wealth' would be requisite, were we even, 
with some of that school, to regard Political Economy as a mere 
theory of exchanges and value. For the value of commodities 
rises and falls with changes in the degree and direction of these 
desires. Both in England and France, the love of land, for ex
ample, raises its price out of proportion to the income it yields; 
but this may not always be, as it has not always been, the case ; 
or, ~n the contrary, it may display itseU hereafter in increased 
price. At this day it is & national passion in France, but felt 
only by a limited number in England. Works of art, again, 
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-undergo extraordinary variations in value with the currents of 
fashion and ta.ste; and diamonds would lose almost all their 
value were the indllIerenoe towards them, already felt by one 
.sex in this country, tG extend to the other, and to become 
.general throughout the world. 

It is true that a love of accumulation or. of property, an 
.acquisitive propensity, a desire for wealth apart from ita 
immediate or particular uses, is a principle of social growth of 
which the economist must take account. But this principle 
()pens up another neglected chapter in the science of wealth, for 
the love of property, or of aooumulation, takes very dllIerent 
-concrete forms in different states of society. Were there no 
division of labour, it would take forms-land, cattle, houses, 
furniture, clothing, jewels, &c.-determined by the existing or 
.anticipated wants of the accumulator himself, or his family. 
In the actual commercial world in which we live its forms are 
determined, either by the wants and demands of other con
sumers, or the accumulator's own desires, anticipations, and 
aasociations. The holder of a share in a mine may never see 
rus investment, and may have no desire for the coal, iron, or 
-8ilver it contains, yet the form of his accumulation is determined 
by the demand for these particular kinds of wealth on the part 
-()f surrounding society. 

The questions we have been discussing are immediately 
(!onnected with the' conditions which govern the amount of 
wealth. The abstract theory on this subject is of the most 
fragmentary character. It exists only in the form of a few 
propositions and doctrines, such as that, under the iufiuenoe of 
the desire of wealth, human energy and effort are constantly 
-devoted to ita acquisition; that its amount is largely augmented 
by the division of labour; that of the three great instruments 

-()£ production, the supply of two-labour and capital-tends to 
increase, but that of the third-lan~-remains stationary, while 
its produotive~ss tends to decrease with the growth of popula
tion; that wealth is inoreased by productive and diminished by 
unproductive expenditure and consumption. The first of these 
propositions really throws 118 little light on the amount. as on 
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the nature of wealth. The desire for it is by no means neces
sarily an incentive to industry, and still less to abstinence. 
War, conquest, plunder, piracy, theft, fraud, are all modes or 
acquisition to which it leads. The robber baron in the reign of 
Stephen, and the merchant and the Jew whom he tortmed, 
may have been influenced by the same motives. The prodigal 
son who wastes his substance in riotous living is influenced by 
the same motives-the love of sport, sensual pleasure, luxury, 
and ostentatious display-whioh impel many other men to
strenuous exertion in business. Good cheer, meat, beer, ana' 
tobacco, are' the chief inducements to lO:bom with the majority 
of working men, and to beggary and crime with another part 
of the population. Unproductive expenditme and consumption, 
on the other hand, do not neoessarily tend to diminish wealth. 
They are the ultimate incentives to all production, and without 
habits of considerable superfluous expenditme, as Mr. Senior 
himseU has observed, a. nation would be reduced to destitution. 
Moreover, the effect of expenditure on the amount of wealth 
depends on the direction which it takes, for example, whether 
of services and perishable -commodities, or, on the contrary, of 
durable articles. Here, once more, Adam Smith opened th(t 
way to a. line of investigation which abstract political economy 
afterwards closed. He observed that a man of fortune may 
spend his revenue, either in a. profuse and sumptuous table, or
in maintaining a great number of menial servants and a multi
tude of dogs and horses, or in fine clothes, or in jewels and 
baubles j or, again, in useful and ornamental buildings, fmill
tme, books, statues, piotmes. ' Were two men of equlll fortune
to spend their revenue, the one ohiefly in the one way, the 
other in the other, the former would, at the end of the period, 
be the richer man of the two: he would have a stock of goods 
of some kind or other. As the one mode of expense is more 
favomabla than the other to the opulenoe of an individual, so
is it likewise to' that of a nation. The houses, the furniture, 
the clothing of the rioh beoome useful to the inferior and 
middling ranks ()f the people.' Consumption and expenditm~ 
in abstraot political economy have become misleading tarms. 
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130th have come to denote the using up and destruction of 
things, whereas expenditure properly denotes simply the pur
chase, and ,?onsumption simply the use, of the article in question. 
If the things purchased be of a durable kind, unproductive 
consumption so called may amount in reality to a form of 
accumulation. It was, in faot, one of the chief forms down 
to recent times. In the fifteenth century, and long afterwards, • 
one of the chiefomoq.es of laying by for a man's wife and family 
was the purohase of plate, furniture, household stuff, and even 
clothing. Some modes of expenditure, although intended 
simply ail such, may be actually productive, as in the case of 
articles which, like rare works of art, or lands for purposes of 
enjoyment and amusement, acquire increased value with time 
and the growth of SIllTounding wealth. Even a stock of wine 
iu a privata cellar may, on the death of the owner, prove to 
have been a good investment for his family. The main questions 
respecting the influence alike of the • desire of wealth' and of 
expenditure and consumption are: To what kinds of wealth, 
what modes of acquisition, and what actual uses do they lead in 
different· states of society, and under different institutions, and 
other surrounding conditions l' ~o what laws of social evolution 
are they subject in the foregoing respects l' On these points 
we learn nothing from abstract political economy. A distin
guished English economist and man of science has lately 
admitted, in the following passage, the absolute necessity for a 
true theory of consumption: • We, first of all, need a. theory 
of the consumption of wealth. J. S. Mill, indeed, has given an 
opinion inconsistent with this. "Political economy," he says, 
"Las nothing to do with the consumption of wealth, further 
than as the consideration of it is inseparable from that of pro
duction, as from that of distribution. We know not of any 
laws of the consumption of wealth, as the subject of a distinct 
soience; they can be no other than the laws of human enjoy
ment." But it is surely obvious that economics does rest upon 
the laws of human enjoyment, and that if those lawB are 
developed by no other science, they must be developed by 
economillts. We labour to produce with the 80le obj~t of 
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consuming, and the kinds and amounts of goods produced must. 
be determined with regard to what we want to consume. Every 
manufacturer knows and feels how closely he must anticipate 
the tastes and needs of his customers: his whole success depends 
upon it, and in like manner the theory of economics must begin 
with a. correct theory of consumption.'· No such theory. 
however, respecting the effect of consumption on either the 
nature or the amount of wealth, can be forthcoming without a. 
:study of the history and the entire structure of society, and the 
laws which they disclose. 

:But further, in order to form any approach to an adequate 
ilstimate of the influence of human desires on the amount of 
wealth, it must surely be evident that we need an investigation, 
not only of the motives and impulses which prompt to the 
acquisition of wealth, but also of those which withdraw men 
from its pursuit, or give other directwns to their energies. 
What abstract political eeonomy has to teach on this subject is 
stated by Mr. Mill in his Essay on the Definition and Method 
{)f Political Economy, and also in his Logic, as follows:-

, Political economy is concerned with man solely as. 80 being 
who desires to possess wealth. It makes entire abstraction pf 
ilvery other human passion or motive, except those which may 
be regarded as perpetually antagonizing principles to the desire 
{)f wealth, namely, aversion to labour, and desire of the present 
-enjoyment of earthly indulgences. These it takes to a certain 
e;tent into its calculation, because these do not merely, like 
{)ther desires, occasionally conflict with the pursuit of wealth, 
but accompany it always as a drag or impediment, and are 
therefore inseparably mixed up in the consideration of it.' 
Abstraction has here clouded the reasoning of the most celebrated 
logician of the century. Had Mr. Mill looked to actualllfe, he 
must have at once perceived that among the strongest desires 
-confounded in the abstraot I desire of wea.lth ' are desires for the 
-present enjoyment of luxuries; and that the aversion to labour 
itself has been one of the principal causes of inventions and 

• Tht Theory 01 Political Eco,",,,,!!. Dy Williall1 Stanley J'evoWl. 2nd ed., 
l'p. 42, 43. 
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improvements which abridge it. Frugality, as Adam Smith 
has observed, has never been a characteristio virtue of th& 
inhabitants of England; commodities for immediate consump
tion and luxuries have always been the chief motives to exertion 
on the part of the bulk of the English population. The love of 
ease is the motive which has led to the production of a great 
part {)f household furniture, and is one of the ohief sources of 
architecture. 

'A great part of the maohines,' says Adam Smith, 'mad& 
use of in those manufaotures in which labour is most subdivided, 
were originally the inventions of common workmen, wh() 
naturally turned their thoughts towards finding out easier and 
readier methods of performing it. • . . One of the greatest 
improvements (in the steam engine) was the discovery of a boy 
who wanted to save his own labour.' By what logical principle, 
moreover, can economists justify the admission of 'two antago
nizing principles' into their theory while exoluding or ignoriDg
others P In fact, no economist has ever been able to limit his 
exposition in this manner. Mr. Mill, in his own·' Principles of 
Politir,al Economy,' follows Adam Smith in including in his 
doctrine of the ca';1ses which govern the choice of occupations 
and thc rates of wages and profits, many other motives, such as 
the love of distinction, of power, of rural life, of certain pursuits 
for their own sake, of our own country, the oonsequent in.dis
position to emigrate, &0. 

The real defect of the treatment by economists of these 
other principles is, that it is superficial and unphilosophical; 
that no attempt has been made even to enumerate them 
adequately, much less to measure their relative force in different 
states of society j and that they are employed si:t;nply to prop up 
rude generalizations for which the authority of' laws' is claimed. 
1'hey serve, along with other conditions, to give sotne sort of 
support to sa.ving clauses-such as 'allowing for differences in 
the nature of different employments,' 'cr:eieris paNbus,' 'in the 
abscnce of disturbing ca.uses,' 'making allowa.nce for friction'
b, which the 'law' that wages and profits tend to equality 
eludes scrutiny. Had the actual operation of the motives in 
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question been investigated, it would have beon seen to vary 
widely in different states of sooiety, and under different con
ditions. The love 01 distinction or social position, for example, 
may either couDteract the desires of wealth, or greatly add to 
their force as a. motive to industry and accumulation. It may 
lead one man to make a. fortune, another to spend it. At the 
head of the inquiry into the causes on which the amount of the 
wealnr of natioDs depends is the problem, What-are tho con. 
ditions which direct the energies and determine the actual 
occupations and pursuits of mankind in different ages and 
countries? A theory surely cannot be said to interpret the laws 
regulating the amount of wealth which tn.kes no account, for 
instance, either of the causes that make arms the occupation of 
the best part of the male population of Europe at this day, or, 
on the other hand, 01 those which determine the employments of 
women. , -

.,' . 'Enough has been ~aid in proof that the abstract a priori 
and deductive method yields no explanation of the cause~ 
which regulate either the nature or the amount of wealth. 
With respect tl) distriblltion, it furnishes only a. theory of 
ilxchange (or of wages, profits, prioes, and rent), which will be 
hereafter examined: The point calling for immedkte atten
tion is, that such II. theory, even if true, must be altogether 
inadequate to explain the distribution of wealth. One has 
put to think of the different partition of land in England and 
France, of the different partition of real and personal proporly 
in England, of the different partition of both between the two 
sexes, of the influence of the State, the Churoh, the Family, of 
marriage and succession, to see iti utter inadequacy. Take 
land, for example. Sir Henry Maine has justly observed that 
ilxchange lies historically at the source of its present distribution 
in England to a greater extent than most modern writers on 
the subject seem aware. The purchase and sale of land was 
active, both in the Middle Ages and in the age of the Refor
ma.tion; and the original root of the title of the existing holder. 
in a. vast number of cases. is a purchase either in those ages "r 
.since. 13ut it is only by historical investigation that we can 
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mount up in this manner to purchase; and the present distri~ 
bution of land, descending from such a source, is none the less 
the result of another set of causes, among which that great 
historical institution, the Family, which has never ceased to be 
one of the chief factors in the economy of human society, holds 
a rrincipal place. 

The truth is, that the whole economy of every nation, as 
regards the occupations and pursuits of both sexes, the nature, 
amount, distribution, and consumption of wealth, is the result of 
a long evolution, in which there has been both continuity and 
change, and of which the eoonomical side is only a partioular 
aspeot or phase. And the laws of whioh it is the result must 
be sought in history and the general laws of society and social 
evolution. 

The succession of the hunting, pastoral, agricult~, and 
commeroial states is commonly referred to as an economio 
development; but it is, in faot, a social evolution, the economical' 
side of which is indissolubly connected with its moral, intel~ 
lectual, and political sides. To each of these successive states 
there is a oorresponding moral and intellectual cop.dition with 
a corresponding polity. With the changes from savage hunting 
life to that of the nomad tribe, thence to fixed habitations aud 
the cultivation of the soil, and thence to the rise of trade and 
towns, there are changes in feelings, desires, moraIs, thought and 
knowledge, in domestic and civil relations, and in institutions 
and customs, which show themselves in the economio structure 
of the oommunity, and the nature, amount, and distribution of 
its wealth. 

The celebrated, German economist, Wilhelm Roscher, has 
remarked. that every economical system has a corresponding . 
legal system as its background; but the more general proposition 
may be advanced that every successive phase of social progress 
presents inseparably connected phenomena to the observation of 
the eoonomist, the jurist, the mental, the moral, and the 
politioal philosopher. The same institutions-marriage, the 
F~mily, landed property, for example-may be regarded from 
a moral, a legol, a political, or an economical point of :view. 
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J30th an intellectual and a moral evolution is visible in the suc
cessive modes of satisfying human wants-by hunting and can
nibalism; by the domestication of animals, with slavery instead 
of the slaughter of captured enemies; by agriculture, with 
serfdom gradually superseding slavery; and by free industry 
and commerce, instead of conquest and piracy. And it may be
affirmed that the means by which wealth is acquired in suc
ceSsive states of sooiety are sUbjeot to regular laws of social 
evolution~ as a whole, although only in the earlier stages i~ 
their operation easily traced. Slavery would exist in England 
at this day but for the co-operation of moral and political~ 

with what are specially termed economical, causes. The suc
cessive evolution of the hunting, pastoral, agricultural and, 
commercial states is intimately connected with 'the movement 
from status to contract,' to employ Sir Henry Maine's appro
priate formula; one which affords striking evidence of th& 
indissoluble nature of the connexion between the moral, intel
lectual, legal, political and economical phases of social progress. 
Sir H. Maine has considered it chiefly in its legal aspects, but it 
is easily shown to involve the other aspects referred to. T() 
that primitive state in which there are no individual rights, ill 
which the legal PQsitiQn of everyone-law then appearing in 
the embryo form of usage-is determined by blood, birth, and 
sex, there is a corresponding polity, that is to say, a rude'tribal 
organization, not without analogy to that of a herd of wild 
animals; and there is a correlative economio structure, limiting 
individual possession to certain articles of personal use, recog
nising no property in land, making sex and age the sole basis 
of division of labour, and leading to DO exchanges between 
individuals. The moral condition is of a corresponding type. 
Communism in women is one of its original features; anoilit'r 
is an entire absence of the feeling of individual responsibility. 
Tribes and groups of kinsfolk collectively are responsit.Ia for 
offences. 

The intelleotual state is strictly analogous. There is no 
mental individuality, no originality, -Of invention; all think M 

well as act and live alike. The savage is a savage in his intel-
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lactual development and ideas, as in his morals, his institutions, 
and his eoonomy. The movement from status to contract, on 
the other hand, evolves not only individual property from 
communal ownership, and rights based on individual agreement 
:from the transactions of whole communities of families, but als() 
individual responsibility and individuality of thought and 
invention. It is likewise inseparably connected with a political 
development, with the gradual growth of a central goveri:unent. 
and the substitution of the control of the State for that of the 
family or kindred. Every institution relating to property. 
occupation and trade, evolved by this movement, 'is an economic 
as much as a legal phenomenon. Changes in the law of 
succession, the growth of the testamentary power, the alien
ability of land, its liability for debt, are economical, as well as 
juridical faots; they involve changes in the economical structure 
of society, and in the amount and distribution of wealth. And 
every successive intellectual'discovery, every new employment 
of the mental energy, has its part in determining the economical 
condition of the nation. ...4. priori political economy has sought 
to deduce the laws which govern the directions of human 
energi~s, the division of employments, the modes of production. 
and the nature, amount, and distribution of wealth, from an 
aSl!¥mption respecting the course of conduct prompted by 
individual interest; but the conclusion which the study of 
society makes every day more irresistible is, that the germ 
from which the existing economy of every nation has been 
evolved is not the individual, still less the mere personifioation 
of an abstraotion, but the' primitive community-a oommunity 
one in blood, property, thought, moral responsibility, and 
manner of life; ,and that individual in.terest itself, and the 
desires, aims, and pursuits of every man and woman in the 
Dation have been moulded by, and received their direction and 
form from, the history of that community. • 

Both the desires of whioh wealth of different kinds is the 
object, and those whioh compete with them, are in every nation 
the results of its historical career and state of civilization. 

N 
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What are called eoonomical foroes are not only connected, but 
identical, with foroes which are also moral and intellectual. 
The desires whioh govern the production, accumulation, dish-i
butioD, and consumption of wealth are passions, appetites, 
affections, moral and religious sentiments, family feelings, 
alsthetical tastes, and intellectual wants. The changes which 
:R.oIP1-n wealth underwent after the conquest of Asia. Minor 
'represent moral changes; the new desires of wealth which 
beoame dominant were gluttony, sensua.lity, cruelty, aijd 
ostentation. These moral.cha.nges, again, were inseparably 
conneoted with the political history of Rome, and they had 
intelleotuaI aspeots whioh the author of the 'Dialogus de 
Ora.toribus' has vividly portrayed. Allusion was made in an 
'earlier page to the passion for jewels which distinguishes,.the 
men of the East from the men of the West, and this form of 
the desire of wealth has sprung mainly from the absencG for 
many ages of the conditions essential to general prosperity, 
economio progress, and th~ accumulation of wealth in really 
useful forms. Where insecurity has long prevailed, not only 
are those aims and distinctions which take the place, with the 
growth of civilization, of personal display, prevented from 
emerging, but a desire is generated for the kinds of wealth 
whioh oontain great value in a durable and portable form, and 
are easily hidden, easily removed in flight, and nothing the 
worse for being buried for months or years. The wealth of 
England at this day, it should be observed, althoQgh dissimilar 
in some essential respects to that of Asia, ancient Rome, and 
mediooval Europe, displays also features of resemblanoe, alike to 
oriental, to classical, and to mediroval wealth-for example, in 
architectu.re, both ecclesiastioal and civil, in the structure of 
landed property and ihe associations surrounding it, and in the 
surviving pa.ssion in women for jewellery-which are, in fact, 
historical features. Our wealth is historical wealth,' has been • made what it is by historioal causes, and preserves visiblll traces 
of its history. How long a history lies .behind the feelings 
with which land is regarded, and its price in the market, as well 
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,as behind its existing aistribution! Our whole national economy" 
is a historical structure, and in no other manner to be explained 
<lr accounted for. 

H.ecent apologists for the a priori and abstraot method of 
economio reasoning feel themselves constrained to oonfine its 
application to the most advanoed stage of commeroial society; 
they seem even prepared to conoede its inappli,cability to every 
country save England, and to confine it to the latest development 
of English economy. The position which they take up seems 
to be, that the sooial evolution, ~ready referred to as a move
mont from status to contraot, issues in an economy to whioh the 
assumptions and deduotions of abstraot theory respecting the 
tendenoies of individual interest fit. In modern England, they 
say, there is suoh a oommeroial pursuit of gain, and suoh a 
oonsequont choic,e of occupations, as to effect a.' distribution of 
the produce of industry to which the dootrines of Ricardo 
respecting wages, profits, prices, and rents may be fairly applied. 
They tLus abandon at once the claim formerly made on behalf of 
political e(Jonomyto the character of a universal science founded 
on invariable laws of nature. • Political Economy,' said Mr. Lowe 
only six years ago, 'belongs to no nation; it is of no country: 
it is founded on the attributes of the human mind, and no 
power can change it.' It is now restricted by Mr. Bagehot to 
• a single kind of sooiety-a society of grown-up competitive 
commerce, suoh as we have in England.'- The economic 
society whioh we behold in England, and whioh is the result of 
the social evolution referred to, is, however, one whioh displays 
on ever"§' side the influenoe of tradition, oustom, law, political 
institutions, religion and moral sentiment ; it is one in which the 
State, the Family, and even the Church, Il-re powerful elements 
directly and indireotly, and in which the pursuits of individuals, 
the nature and value of dillerent kinds of wealth, the structure 
of trades and professions, are inoapable of explanation apart 
from history. It is one in whloh, as .Mr. Bagehot himself has 
remarked, 'there are city families, and university and legal 

• Econtml;" Mudie., p. J 7 , 

l'2 
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families-families where a speeial kind of taste and knowledg& 
are passed on in each generation by tradition'; and in which 
the system even of banking and the money market is the product 
of a peculiar history. Not even looking exclusively to the 
purely commercial side of the English economical structure ; not 
even as a mere analysis of 'business' or • commerce/ in the 
narrowest sense, is the abstract theory which used to claim rank 
as a. S~ience of Wealth able to hold its ground. It is, in fact,. 
as inapplicable to the most advlI:nced stage of commerce as to that 
primitive state of nature from which Ricardo 'deduced it by a 
process which deserves a high place in the history of fallacies, 
and which was not present to' Mr. Mill's mind when arguing 
that 'no political economists pretend that the laws of wages. 
profits, values, prices, and the like, set down in their treatises 
would be' strictly true, or many of them true at all, in the 
savage state.'- The principal foundation of Ricardo's theory 
of ralue, prices, wages, and profits, is the assumption that 
e in the early stage of society the exchangeable value of 
commodities depends almost exclusively on the co~pmtive 
quantity of labour expended on each. Among a nation of 
hunters, for example, it is natural that wha~ is usually the
produce of two days', or two hours', labour should be worth 
double of what is usually the produce of one day's or one hour'a. 
labour.'t The minor premiss in his syliogieIllis the assumption 
that it is • natural' that in a tribe of savages things should 
exchange in proportion to the labour required to produce them ;. 

-the major premiss is, that what is natural in the earliest must 
be natural in the most advanced state of society. The minor
involves a petitio principii, and one entirely at variance with 
fact, for savages work only by fits, and have no measures of 
labour and sacrifice. The produce of the chase is determined 
largely by chance. Such exchanges as take place are of the-

• Augu8l. Coml. fAtUI Pa811.""",. By I. S. Mill. p. 8l. 
t • That this is really the foundation of the exehan~ble value 01 all things, 

he continues, 'excepting thoo8 which cannot be mezeaaed. by human indWltry, IS 

a doctrine of the utmost importance ill l'olitical Econowy.'-.1lm",u', 1J"ork,. 
Ed. M'Cullooh, p. 10. • 
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1ipecial products of diiIerent localities, and between groups or 
communities, not individuals. If any exohanges took place 
between individuals within the community, they would obviously 
be governed, not by cost of produotion, but like the exchange 
betweenEsau and Jacob, by the urgency of the respective needs 
-of the parties. The major premiss, on the other hand, involves 
"the fallacy of undistributed middle, the two states of society 
being entirely dissimilar. Thrown into a form less unfavourable 
to Ricardo's conclusion than the one he has himself given to it, 
his argument is, that in a small and stationary community-in 
which employments are few and simple, and every man knows 
all his neighbours' affairs, how much they make, how they 
make it, and can transfer himself to any more gainful employ
ment than his own -the values of commodities and the earnings 
of individuals depend on labour and sacrifice; and therefore, in 
a great commercial nation in which there is an infinite sub
division of labour, an immense and ever-increasing variety of 
-occupations, incessant change in the modes of production and 
in the channels of trade, constant fluctuations in speculation, 
credit and valu~s, and in which eaoh man has enough to do to 
mind his own. business-wages, profits, and prices, and the 
distribution of the gains of production, are determined by thl! 
same principle, namely, the labour and sacrifice undergone by 
producers. It is the conclusion thus arrived at by Ricardo 
whioh Mr. Bagehot sets forth as the first fundamental as
slUnption of abstract political eCOliomy, applied to advanqed 
commercial society, though with an exception with respect to one 
sex which illustrates its essential weakness. • The assumption,' 
he tlays, • which I shall take is that which is perhaps oftener 
made in our economical reasonings than any other, namely, that 
labour (masculine labour, I mean) and capital circulate within 
the limits of a nation from employment to employment, leaving 
that in which the remuneration is smaller, and going to that 
in which it is ~ater. No &J.Ssumption can be better founded, as 
respects such a country as England, in such an economical state 
as our present one.' It is an assumption equally ill-founded 
with respect to both the extremes of economical progress, the 
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earliest and the most ~dvanced;-to the former, because there
is no regular labour, no calculation of gain, and no exchange. 
between individuals; to the second, because each of a vatit 
multiplicity of occupations needs unremitting attention, and 
exchanges are infinitely numerous, and subject to perpetual 
variations in the conditions affecting them. Ricardo ignored 
both the homogeneousness of primitive, and the heterogeneous
ness TJf advanced, sooiety; Yr. Bagehot ignores the infinite 
heterogeneousness of the latter.. The assumption really made 
its only approaoh to truth in the intermediate eoonomical stage 
to which Adam Smith expressly limited it, when he restrioted 
it to well-known and long-established employments, in the 
same neighbourhood, undisturbed by speoulation or other 
causes of fluotuation, and between whioh there is perfect 
faoility of migration<t-in other words, to a small and stationary 
world of trade. Consider the complexity of the causes which, 
in the modem commercial world, affect the price of a single 
commodity, and j,udge of the possibility of estimating the 
relative profit to be made by the manufacture and sale of every 
article. The following passage, written by one of the most 
eminent living philosophers, with no relerellce to political 
economy, will enable the reader to form Bome conception of the 
demand which the abstract economio assumption makes on his 
faith :-' The extreme complexity of social actions, and the 
transcendent diffioulty which: hence arises, of counting on special 
results, will be stn1. better seen if we enumerate the factors
which determine one single phenomenon, the price of Ii 

commodity-say cotton. A manufaoturer of calicoes has to
decide whether he will increase his stock of raw material, at its 
ourrent prioe. Before doing this, he must ascertain, 88 well as 
he can, the following data:-Whether the stocks of caliooes in 

• In order that this equality may take place in the whole of the advantages and.. 
disadvantages of the dilferent employments 01 labour and ato<k, three things 
are requisite, even where there is the moat perfect lteedom. Firot, the employ
menta must be well knoWll and long established in the lleighbollJ"hood; .ucoodly, 
they must be in their ordinary or natural state; and tlurdly, they muat be the 
sole or principall.'mploymcnta of those who occupy them.-W .... Jt4 of ~-"'''''''' 
Book i., c. 10. . 
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the hands of manufacturers and wholesalers at home are large 
or small; whether by recent prices retailers have been led to 
lay in stocks or not; whether the colonial and foreign markets 
are glutted or otherwise; and what is now, and is likely to 'be, 
the production of calico by foreign manufacturers. Having 
formed some idea of the probable demand for calico, he has to 
ask what other manufacturers have done and are doing as 
buyers of cotton-whether they have been waiting for the price 
to fall, or have been buying in anticipation of a rise. From 
cotton-brokers' circulars he has to judge what is the state of 
speoulation at Liverpool-whether the stockslther~ are large or 
small, and whether many or few cargoes are on their way. The 
stocks and prices at New Orleans and other cotton ports have 
also to be taken note of; ana then there come q~estions respect
ing forthcoming crops in the States, in India, in Egypt, and 
elsewhere. Here are sufficiently numerous factors; but these are 
by no means all. The consumption of calico, and therefore the 
oonsumption of cotton, and the price, depend in part on the sup
plies and prices of other textile products .•.. SW'ely the factors 
are now all enumerated? By no means. There is the estimate 
of mercantile opinion. The views of buyers and sellers respect
ing future prices, never more than approximations to the truth, 
often diverge from it widely .••• Nor has he got to the end 
of the matter when he has considered all these things. He has 
still to ask, what are the general mercantile conditions of the 
country, and what the immediate future of the money market 
will be, since the course of speculation in every commodity 
must be affected by the rate of disoount. See, then, the 
enormous complioation of oauses which determine so simple a. 
thing as the rise or fall of a farthing per pound in cotton some 
months henoe.'· To admit the' assumption on which the 
abstract doctrine of the equality of profits rests-and on which, 
again, the dootrine of indirect taxation is based-one must be 
prepared to admit that men in business are able to make, and 
do make, similar calculations respecting every other co~odity, 

• T'" Studv of Soeiology. By Herbert Spencer, pp. 18-19. 
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and thus are ena.bled to eetimate the rela.tive profits of different 
businesses. 

The only verification adduced in support of the assumption 
is, tha.t capital and labour desert employments known to be 
comparatively unremunerative for those which are known to 
yield better returns. Even this proposition is far from being 
universally true, and, if it proved the conclusion, would prove 
that the migration of labour from Europe to America must long 
ago ha~; equalized European and American wages. Mr. M~ 
in stating the doctrine, has granted that individual profits 
depend, among other things, 'on the acoidents of personal 
connexion, and eTen on chance:. adding, 'that equal capitals 
give equal profits. as & general maxim of trade, would be as 
false as th\l-t equal age or size gives equal bodily strength, or 
that equal reading or experience gives equal knowledge.' lie 
supposed, however, that bankers and other dealers in money, by 
lending it to the more profitable trades, put the various employ
ments of capital 'on such a footing as to hold out, not equal 
profits, but equal expectations of profit.' In like manner, Mr. 
Bagehot argues that 'the capital of the country is by the 
lending capitalists transmitted where it is most wanted.' II 
individual profits vary to the ex.tent which Mr. Mill admitted, 
since there are no means of knowing what individual profits 
really are, it is hard to imagine how bankers and bill brok"ers 
can gauge the existing profits of different trades, and still 
harder to imagine how they can foreknow them. .How much 
they really know of the matter has been recently exemplified by 
the transactions of banks and bill brokers in the cases of Messrs. 
Overend and Gurney, and Messrs. Collie and Co,- Yr. Bagehot 
himself, writing on the money market and joint-stock banks, 
has observed: 'The old private banks in former timflll used to 
lend much to private individuals; the banker formed his judg-

• On the failure of these fume a eommercial writer obeenee: • The nation 
entrwlted most of it. floating capital to the bill.broken, and the public found thai 
they had DO check on their indlscretion. • • , :Bankers took the billa as aeeurity 
beca1l88 bill-brokers did, and lwdly stopped to teat the billa 01' to .tudy their 
nature.'-Tn. RtltwNtlt. 0/ X",./ul FluetNtZtwm, pp. 62-3. 
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ment of the discr~tion, the sense, and the solvency of those to 
whom he lent. • And when London was by comparison a small 
~ity, and when by comparison everyone stuck to his proper 
business, this practice might have been safe. But now that 
London is enormous, and that no one can watch anyone; such 
.a trade would be disastrous; it would hardly be safe in a coun
try town." 

If there is one lesson which the history of trade and the 
money market in the last ten years ought to have brought home 
to us more clearly than anothtlr, it is that both the lending and 
the borrowing capitalists, both bankers and traders, are singularly 
ill-informed and short-sighted with respect even to the con
dition and prospects of their own business. The Deputy 
Governor of the ~ank of England told a. meeting of Turkish 
bondholders, a. few months ago, that he had gone into these 
bonds largely himself, and had advised others to do so. Aman 
of business, of considerable experience, had asked my own opinion, 
as an economist, of that very security, and afterwards complained 
that I had dissuaded him from a good investment. . 

Such is the stability of the main proposition of abstract 
,political economy. The nature of the superstructure built on 
it may be judged from the doctrine that all special taxes on 
Troduction fall, not on the producer, but on consumers, the 
former receiving the tax with 'average' profit on its advance; 
.although, in fact, the producer may m&ke no profit, may never 
sell the articles taxed, may even be driven from the trade and 
ruined by the impost, as the last load which breaks the back of 
the camel, for taxation has notoriously contributed to drive 
the smaller capitalists from several branches of business-for 
example, distilling and brewing. I must leave it to physicists, 
.geologists, and naturalists, to judge of the analogy for which Mr. 
Bagehot contends, of reasoning of this kind to the processes by 
which their sciences have been built up; nor may I attempt to 
pass judgment on the sufficiency of the method which Mr. 
Darwin, in particular, has followed. But when it is urged that 

• Lmobarll·ltr.,t. By Walter Bagehot. 6th ed., p. 261. 
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the abstract econom,ist. like Mr. Darwin. reasons deductively 
from • one vera cau8a"· the rejoinder is obvious·that the' desire 
of wealth.' which in abstract po1iti~al economy ocoupies the Illace 
of gravitation in astronomy, and of natural selection in lIt. 
Darw.in's theory, so far from being 0. vera causa, is an abstraction. 
confounding 0. great variety of different and heterogeneous 
motives, which have been mistaken for a. single homogeneous 
force; -and that Mr. Darwin's hypothesis was based on many 
previous inductions, and followed by minut~ and elaborat& 
verification, for which the sole substitute in political economy 
has been an ignoratio elenchi. Mr. Cairnes, indeed, emphasizes 
in italics the proposition that 'the economist starts with a 
knowledge of ultimate causes; t adding: 'He is already, at the 
outset of his enterprise, in the position which. the physicist only 
attains after ages of laborious rescarch. Ii anybody doubts 
this, he has only to consider what the ultimate principles 
governing economic phenomena. are.' First among those 
, ultimate principles' he places 'the general desire for physical 
well-being, and for wealth as the means of obtaining it.' Yet 
the desire for physical well-being is so far from being identical 
with the desire of wealth, that they are often in direct antago
nism to each other. And the title of such an abstraction as 
the desire for wealth to rank as an ultimate principle has been. 
it is hoped, sufficiently refuted. 

The abstract a pt"iori method, it ought not to be overlooked, 
has almost entirely lost credit in Germany, and has never had 
undisputed possession of the field in either England or }'rance. 
It is repudiated by Y. de Laveleye, and by some of the most 
eminent economists in Italy. Yalthus and Say, the two most 
eminent contemporaries of Ricardo, emphatically protested 
against it.. Mr. J. S. :Mill's treatise on the' Principles of 
Political Economy' often ·departs from it, and in his later 
writings ~e ~owed an increasing tendency to question its 
generalizations. Nor did the founders of political economy .. 
either in England or France, intend to separate the laws of tho-

• llagehot, Economic Studi". p. 13. t Logical N.tJ,04. i'" p. 75. 
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economical world from the general laws of society. Their error
lay in the assu.mption of' a simple harmonious and beneficent 
order of nature, in accordance with which human wanis and 
propensities tend to the utmost amount of wealth, happiness, 
and good. Mercier de la Riviere, whom Adam Smith calls the 
best expositor of the doctrines of the Economistes, entitled his 
work 'L'Ordre Naturel et Essentiel des Societes Politiques' ; 
and with Adam Smith himself political economy was part of a 
complete system of sooial philosophy, comprising also natural 
theology, moral philosophy, and jurisprudence. He regarded 
the economical structure of the world as the result of a sooial 
evolution, but the dominant idea of a natural order of things 
disposed him to dwell chiefly on 'the natural progress of 
opulence'; and led him to regard its actual progress as 'un
natural and retrograde' wherever it diverged from the imaginary 
natural order, in place of being the result of the reallawB of 
nature at work. He followed, nevertheless, the historical, as. 
well as the a priori, method, the latter being simply an offshoot 
of.the eighteenth century theory of Natural Law ; and the same 
language may be nsed in reference to political economy, which 
Sir n. Maine has employed in describing the influenCe of that 
theory on jurisprudence: • It gave birth or intense stimulus to 
vices of mental habit all but universal, disdain of positive law, 
impatience of experience, and the preference of a priori to all 
other reasoning .••• There is not much presumption in 
asserting that what has hitherto stood in the place of a science
has, for the most part, been a set of guesses, the very guesses 
of the Roman lawyers.'-

Ricardo's fundamental assumption is a • guess' respecting 
the natural principle regulating value and the distribution of 
wealth in the early stages of society, or in a state of nature, 
and he pro~eds to determine by t~e same process the • natural' 
course of wages, profits, and prices in adva.nced society. In 
proof that every improvement in the processes of manufacture
which abridges labour is attended with a corresponding fall in 

• .4.neun' Law, pp. 91-113. 
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the price of the produot, his argument is: 'Supposo that, in 
the early stages of sooiety, the bow and arrows of the hunter 
were of equal value and of equal durability with the canoe and 
implements of the fisherman, both being the produoe of the 
same quantity of labour. Under suoh oiroumstanoes, the value 
of the deer, the produce of the hunter's day's labour, would be 
eX8.Ctly equal to the value of the fish, the produoe of the fisher
man's- .day's labour. The comparative value of the fish and 
the game would be entirely regulated by the quantity of labour 
realized in each, whatever might be the quantity ~f production, 
or however high or low genE.'ral wages or profits might be.' 
To prove that profits are equalized in the modem world by the 
flow of capital into the more profitable trades, he resorts, in 
like manner, to flo • guess' :-' It is perhaps very diffioult to trace 
the steps by which this change is effected: it is probably by 
a. manufacturer not aotually cb,g.nging his employment, but 
only lessening the quantity of capital he has in that employ
ment.' How far this conjecture was well founded appears in 
his own words in the same chapter. ' l'he present time appea.rs 
to be ODe of the exceptions to the justice of this remark. The 
termination of the war has so deranged the division which 
before existed of employments in Europe, that every oapitalist 
has not found his pl8.Ce in the new division which has now 
become neoessary.' 

Mr. Cairnes defines political eoono:tny as 'the science which 
traces the phenomena. of the production and distribution of 
wealth up to their causes in the principles of human nature and 
the laws and events, physical, political, and social, of the 
external world.'· This process has been exactly reversed by 
the a priori and deduotive method. The eoonomist 'starts,' 
according to it, with the assumption of a. 'knowledge of ultimate 
causes,' and deduoes the phexi"omena. from the ca.uses 80 assumed. 
What has still to be done is to investigate the a.ctua.l pheno
mena, and discover their ultimate causes in the laws of 80cial 
evolution and national history. The bane ~f political economy 

• LoglDal MllhtJil 0/ Polltlcal Economv, 2nd ed., p. 67. 



On the PMlo8ophical },fetlzor/ of Political Economy. 189 

has been the haste of its lltudents to possess themselves of &. 

complete and symmetrical system, solving all the problems 
before it with mathematical certainty and exactness. The very 
attempt shows an entire misconception of the nature of those 
problems, and of the means available for their solution. The 
phenomena of wealth may be made the subject of & special 
inquiry by a special set of inquirers, but the laws of coexistence 
and sequence by which they are governed must be sought ill 
the great Soience of Society, and by the methods which it holds 
out. And that science itself is still in its infancy. Auguste 
Comte's 'System of Positive Pliilosophy' (not his 'System of 
Positive Polity') is a work of prodigious genius, yet it did but 
suggest and illustrate, it did not oreate, the science-that could 
not be done by a single ~d, nor in his time; stilllesB did it 
work out the connexion between the economio and the other 
phases of the social evolution. If Political Economy, under 
that name, be not now bent to the task, it will speedily be 
taken out of the hands of its teaohers by Sociology. 

Inadequate as is the exposition oontained in this Essay, 
it' is submitted as establishing, on the one hand, that the 
abstract and a priori method yields no explanation of the laws 
determining either the na.ture, the amount, or the distribution 
of wealth; and, on the other hand, tha.t the philosophical 
method must be historical, and must trace the oonnexion between 
the economical and the other phases of national history. As 
regards the nature of wealth, it has ·been shown that essential 
differences in its kinds and oonstituents, profoundly affecting 
the eoonomical oondition of m~d, manifest themselves at 
different stages of progrel'lr,"'!i~;rihat their causes must be sought 
in the entire state of society-physical, moral, intellectual, and 
civil. '1'he amount of wealth has been proved to depend on all 
the conditions determining the direction and employments of 
human energies, as well as on the state of the arts of produotion, 
and the means of supply. And the distribution of wealth has 
been shown to be the result, not of exohl}nge alone, but also 
of moral, religious, and family ideas and sentiments. and the . 

• whole history of the nation. The distribution effected by 
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-exchange itself demonstrably varies at different stages of social 
progress, and is by no means in accordance with the doctrines 
'Of a priori political economy. Every suceessive stage-thl} 
hunting, the pastoral, the agricultural, the commercial stages, 
for example-has a.n economy which is indissolubly connected 
with the physical, intellectual, moral, and civil development; 
.and the economical condition of English society at this day is 
the outcome of the entire movement which has evolved the 
politieal constitution, the structure of the family, the forms of 
religion, the learned professions, the arts a.nd sciences, the state 
of agriculture, manufactures, and commerce. The philosophical 
method of political economy must be one which expounds this 
-evolution. • . 



XVI. 

POLITICAL ECONOMY AND SOCIOLOGY.;o 

PWLOSOPHICAL, like religious and political history, is the history 
of change and reform, of the decline of old and the rise of new 
tlystems, and the reformers encounter the same opposition in 
the world of philosophy as in that of religion and politics, being 
accused of attempts to destroy what they seek to regenerate and 
preserve. Those whose interest or pride is on the side of the 
old system resist the new one as an attack on themselves, but 
they call it an attack on religion, on the oonstitution, on 
science, or 011 some venerable name. The uphr>lders of an 
ancient worship did not cry publicly that their craft was in 
danger to be set at nought, but 'Great is Diana of the 
Ephesians.' So a ory is now heard in reply to Mr. Ingram 
from an old sect of eoonomists of the greatness of Adam Smith. 
And it is well that the cry is now for him instead of Rioardo. 
Not long ago Adam Smith's name was seldom heard; his 
reputation was llolipsed by Ricardo's; the ' Wealth of Nations' 
was treated as almost obsolete. A sort of mythical glory 
surrounded Ricardo, and we may realize in his instance the 
prooess by which the ballads of a number of singers came to be 
ascribed to one bard, and the exploits of a line of chiefs and 
warriors to a single hero. A theory to which a contemporary 
of Adam Smith was led by his own experience and observation 
of fapning in Scotland, and which was afterwards reproduced . 

• Forllllghtly .R61JUW, January 1, 1879.-In COllnexion with this Essay, and 
the controv618Y referred to in it, see Ths Pr ..... t Pont,,"_ and PrO$JI8ets of Poldual 
E_y, by John K. Ingram, F.T.C.D., and an article in the N .... t_t4 C.lltury, 
November, 1878, entitled' Recent Attacks on Political Economy," by the Right Hon. 
Robert Lowe, M.P. (Lord Sherbrooke). 
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by two contemporaries of Ricardo, came to be called' Ricardo's. 
Theory of Rent: in spite of his own acknowledgment in his. 
preface and elsewhere that he took it from Malthus and W est~ 
and of the fact that only the exaggerations and inaccuracies. 
were his own." Mr. Mill's theory of international values has. 
in like manner been traced to Ricardo, contrary to its author's 
own stldement in his Autobiography of its independent origin. 
MJ',..Mill himself, indeed, though he so qualified and amended 
the doctrines of his predecessor that the latter could scarcely 
have recognized them, and brought new elements and conditions. 
within the field of political economy, sometimes sp~ke with th& 
piety of a disciple, and has been represented by some of his own 
followers as little more; the giant thus standing on the should en 
of the dwarf to see over his head. It is a sign, then, that 
Ricardo has lost ground when his adherents fill back on Adam 
Smith, just as a victory was gained when theologians could n~ 
longer oppose a new doctrine as contra17 to the Fathers, and 
were driven ·to contend that it was against the Bible, which 
they had before kept in the background. A bold attempt may 
be made now and then hereafter to rehabilitate Ricardo, but 
practically he is given up. It is to be noted that the phrase 
, desire of wealth,' which with some of his successors is made to 
bear the whole weight of political economy, was not uscd by 
Ricardo. But that is only because he dispensed altogether 
with psychology, and with all inquiry into the mental forces 
at work; setting out with naked assumptions, such as that it is 
, natural' that the value of things should be proportionate to 
the labour of producing them, and that the • natural' rate of 
wages is the price of the labourer'~ subsistence. These nebulous 
assumptions are not only both false, but also contradictory; for 
if the cost of the labourer's subsistence determined the rate of 
wages, it could not ~ary in different occupations with the n~ture 

• 
• 'In all that I have sa.id concerning the' origin and progreS8 of rent, I have 

briefly repeated and endeavoured to elucidate the principles which Mr. MalthWl hu 
80 ably laid down, on the eame lIubject, in hill Inqui.-y into elu Xlltur. 111OIl1"rogrelll 
oj ilent, a work abounding in original ideas.'-iloeardo'6 Work" Y'Culloeh'. ed., 
p. 374. ComplU'e the preface to Ricardo', Primiple. oj Pol.trNl EC(JflIltlfY (In/i 
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of the work. A deduction' from the assumed relation between 
wages and food, o~ which much of his system was built, was 
that a tax on com could not fall on the labouring class, and 
this doctrine, as both Cobden and Sir Robert Peel have borne 
witness, was the main cause of the Com Law. His theory, that 
DO improvement- or economy in production can augment profit 
unless it lowers wages, has in like manner done incalculable 
hat:m. ,It has been,' he says in his treatise, 'my endeavour 
throughout this work to show that the rate of profits can never 
be increased but by a fall of wages.' Had he been an English 
Lassalle or Karl Marx, and his main objeot to sow enmity 
between oapital and labour, he could not have devised a dootrine 
better adapted to the purpose. The notion, too, whioh his 
language did much to establish, that all wealth, including 
capital itself, is the produce of labour, in the sense of manual 
labour, exclusive of the capitalist's enterprise, invention, trouble, 
and abstinence, is aotually the corner-stone of the creed of the 
German • social democrat.' Political eoonomy is, then, emerging 
from a cloud of petitio principii, bad generalization, and mis
chievous fallacy, when the controversy turns on the system of 
Adam Smith. It ~minds one of the contest between the spirits 
of darkness and light for the body of Moses, to find the 
followers of Ricardo claiming Adam Smith for their prophet, 
and seeking to make his shrine the prop of a falling super
stition. 

The real issue, of course, is not what Adam Smith's system 
was, but what is the true one; the two questions, hbwever, are 
Dot unrela.ted. • Whom ye ignorantly worship, him declare I 
unto you,' the true disoiple of Adam Smith may say to those 
who raise altars to his Dame, but to whom he is virtually an 
unknown being. Not only is the phrase 'desire of wealth; 
not to be found in the' Wealth of Nations,' and Adam Smith 
guiltless of a vioious abstraotion that has done muoh to dark.en 
eoonomic inquiry; he introduoed into his theory of the motives 
to exertion and saorifioe various desires and sentiments besides 
those which have wealth for their objeot. A writer from whom 
something more may be learned than was known in the days 

o 
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of Plato respe~ting the philosophy of sooiety, history, and law, 
has observed, with respect to the deduotive economists' practice 
of setting aside a number of forces as 'mction,' that the best 
corrective would be a. demonstration that this so-oalled friction 
is oapable of scientific analysis and measurement.· Friction is 
not, one may remark, a very appropriate or an 'adequate term, 
indicating neither the strength nor the mode of operation of 
the f~rces included under it. It would hardly seem correct to 
say that the earth is prevented by friotion from falling into 
the sun. The motives, too, 'elimina,ted ' in this fashion act in 
opposite ways, sometimes counteracting and sometimes stimu
lating by an additi~nal object the love of gain. But Adam 
Smith was so far £rom 'e~inating' them, that he has set the 
example of an attempt to carry out Sir Henry Maine's idea. 
of subjecting them not only to analysis, but to measurement. 
The assertion of a. recent advooate of the a priori and deductive 
method, that the whole science of political eoonomy is based on 
the desire of wealth and aversion from labour, is contrary not 
only to the spirit but to the letter of Adam Smith's' Wealth 
of Nations.' It is characteristic, indeed, of the laxity of the 
deductive method,.in spite of its pretence. of rigorous logic, 
that immediately after laying down the foregoing proposition 
Mr. Lowe drops one of the two abstractions contained in it. 
and affirms that Adam Smith's method was Buccessful because 
the subjeot admitted of the elimination of all motives save the 
single one of peouniary interest. And at the centenary of the 
• Wealth of Nations' he pronounced that' the result of Adam 
Smith's investigation amounts to this, that the ca.uses of wealth 
are two, work and thrift. and the causes of poverty two, 
idleness and waste'; adding that, in his own opinion, no more 
need be known, or perhaps could be known, on the subject. 
Nearly three thousand years before Adam Smith, Solomon had 
said as much; summing up in his proverbs on the subject the 
results of sagacious observation and induotion, while men in 
gener~l sought to grow rich by shorter methods, such as prayer 

• Vtllag. Communitin ill tA, B tIt rmll1Pe8l. ThiN Edition, p. 232. 
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to their gods, as in later times by the aid of human pro
tectors. 

But to set aside all other motives to exertion besides riches 
is quite opposed to Adam Smith's rationale of the choice of 
employments, and the different rates of wages and profit. 
Observing that these were everywhere in Europe extremely 
different in different oooupations, he traoed the diversities to 
various oiroumstances 'which, either really or in imagination, 
make up for a small pecuniary gain in some, and counterbalance 
.a great gain in others '-the desire. for instanoe, of credit, dis
tinction, or L.ealth, the love of independenoe,· power, or country 
life, the interest in certain pursuits for their own sake, the 
dislike of others on various accounts. The cases in which such 
inflnences come into play in his system are by no meanS 
abuorrur.U or uncommon. He examined their operation in many 
of the ordinary.employments of life-the farmer's, the weaver's, 
the smith's, the collier's, the carpenter's, the painter's, the 
butcher's, the jeweller's, the soldier's, the sailor's, the barrister's, 
the author's; and sought to measure them by a pecuniary 
standard. HOllour, he said. formed a great part of the reward. 
()f all honourable professions. The farmer's profit was lower 
than the merchant's or th& manufacturer's in proportion to the 
()ther attractions of his business. So far from building a soienoe 
()f the production and distribution of wealth on Mr. Lowe's two 
abstraotions, the famous tenth ohapter of his first book involves 
8. complete refutation of suoh a sy~tem; as it does also of the 
assertion that its leading prinoiples were not obtained by 
induction. The notion of evolving from his own consciousness 
the ciroumstances 'and motives that diVersify the employments 
()f a nation, and the remunera.tion obtained in them, would 00 
preposterous, even if Adam Smith himself had not expressly 
stated at the beginning of the chapter that he had gathered 
them from observation. His exposition of the oauses that lead 
men to accept'a comparatively low rate of profit in -farming 
shows both the closeness of tha.t observ;tion, and the delicate 
analysis to whioh he subjeoted influences whioh have been either 
disregarded altogether, or lumped together as 'friotion' or 

02 
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'disturbing causes' by the deduotive school of his suooessors. 
The beauty of the cotmtry,' he said, 'besides the pleasures ot 

country life, the tranquillity of mind which it promises, and, 
wherever the influence of human laws does not disturb it, the 
independence which it really affords, are charms that more or
less attract everyoody, and in every stage of his existence man 
seems.o retain a predilection for this primitive employment.· 
Mr. O. S. Read, speaking the other day from practical know
ledge, and without thinking of Adam Smith, of the reasons why 
men continue to hold farms at rents that leave little or no profit. 
Iell into nearly similar language. The fact that Mr. Lowe. 
with-Adam Smith on his tongue, can think of no incentive to 
exertion save peouniary gain, is enough to prove the inadequacy 
of the method he follows, of deducing the laws of political 
economy: from his own mind, instead of from careful mduction. 
Even Mr. Senior, though ambitious to constrl1ct the science 
froIn the fewest possible principles, laid down several besidell. 
the two Jumbled into one in his treatise, as a desire to obtain 
weal~h at the least possible saorifice. Among these additional 
principles is that of population, and Mr. Lowe's mention ot 
Malthus among the successors of Adam Smith might han 
suggested to him the insufficiency of the foundation on which 
he builds a science of the production, accumulation, consumption,. 
and distributidn of wee.lth, as he defines political economy. 
Among the chief motives to productioJl, the most powerful or 
all to accumulation, and. deeply affecting consumption and 
distribution,' are conjugal anel parental affection. The family 
finds no place in a. system which takes cognizance only of indi
viduals, and of no motive-save personal gain •• Yet without the 
family, and the altruistic as well as self-regarding motives that 
maintain it, the work of the world would come almost to a. 
standstill; saving for a. -remote future would cease; there would 
be no durable wealth; men would not seek to leave anything 
behind them; the houses of the wealthiest, if there were any 
houses at all, would be built to last only for their own time. 
In order to solve the problem of political economy, Mr. Lowe 
assures us that' all that is wanted is the knowledge that the. 
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TUling passions of.mankind are wealth and ease.' It does not 
~ppear whether,. like Mr. Bagehot, Mr. Lowe excludes women 
from the sphere of the science; but the exertions of that 
hardest-worked of all labourers, the poor man's wife, can hardly 
be explained by the love of wealth and ease. Had not more 
than one of Mr. Ingra.m's opponents contended that the scientific 
-character and the complete success of the method of eliminating 
all other motives, is demonstrated by its enabling the economist 
to predict, it would seem too plain to need statement that just 
the opposite is the truth. If you know all a man's inolinations 
and motives, and their relative force, you may foretell how he 
will act under given conditions. But if you8et aside all save the 
desire of peouniary gain and aversion from labour, you will to 
.a certainty go wrong about human conduct in general; you 
will not be right about even the miser, for he has sometimes 
some human affections, and, on the other hand, .thinks nothing 
ill trouble. MJ:. J evons, though favourably disposed by philo
f!\Ophical culture an<l tastes towards historioal investigation in 
~conomios, has urged, on behalf of deduction from the acqnisitive 
prinoiple, that even the lower animals act from a similar motive, 
• as you will disoover if you interfere between a. dog and his 
bone.' A bone fairly enough represents the sort of wealth 
-ooveted by a dog, who has a comparatively simple ce}."ebral 
system, and few other objects. Yet you cannot predict the 
-conduct even of a dog from his love of bones, or ~ot one would 
be left in the butchers' shops. The dog has 8. regard for his 
roaster and a fear of the police, and he has other pursuits. 

AJl men, it may be said, desire health, • and in the 'absence 
of disturbing causes' will seek it. But can a science of health 
be based on this' assumption, or the conduct of mankind be 
predioted from it? Everybody, it might be affirmed, loves 
vritue • in the abstract,' and' in Ute absence of disturbing causes' 
would be virtuous; yet, policemen, prisons, and the Divorce 
Court show that no theory of morals, much less a.bsolute pre
dictions, can be drawn from this abstract principle. That the 
(l priori method in political economy renders positive prediction 
l'0ssible is indeed contrary to the dpotrine of its most eminent 
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expositors. Mr .• Mill, though he subsequently IItuch enlargel 
the scope and system of economio investigation, was in his earlier 
years an advocate of the a priori method; yet in the well. known 
essay in support of it he emphatically insisted that the con
clusions deduced from it are 'true only in the abstract,' and 
'would be true without qualification only in purely imaginary 
cases.' Mr. Cairnes, in like manner, says, 'it is evident that an 
economist arguing from the desire of wealth and the aversion to 
labour with strict logical aoouracy may be landed in conclusions 
that have no resemblance to existing realities'; adding that' the 
economist can never be certain that he does not omit some 
essential circumstance, and it is indeed scarcely possible to 
include all; therefore his conclusions correspond with facts only 
in the absence of disturbing causes, and represent not pOflitiv& 
but hypothetic truths.'-

The more sagacious adherents to the mere deductive method 
will therefore probably decline to accept Mr. Lowe as their 
representative, but his exposition is a reductio ad absurdum of 
their own system. He is only more thoroughgoing-one cannot 
say more consistent or logical, for lie sometimes includes and 
sometimes discards the dislike of labour-in his elimination 
of all principles save the desire of wealth, which is the real 
backbone of their theory as well as his. The other motives 
and forces to which they nominally concede a place are only 
admitted at the outset for form's sake, to be afterwards Bet. 
aside 3S 'disturbing causes' in a manner. without precedent or 
analogy in physical science. The last thing an astronomer
would dt-eam. of is, that having admitt6d in general terms the
e3:istence of other forces besides those that were taken account 
of by the earliest observers, he need not concern himself with 
them further, and may calculate the movements of the hea
venly bodies without referenct9 to them. Nor is this the only 
fundamental objeotion. No such principle as I the desire of 
wealth,' in the sense of a single, universal motive, whOll9-
consequences are uniform and can be foreseen, really exists. 
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Adam Smith does not use the phrase, and his doctrine respect
ing the nature of wealth shows the ?mpossibility of using it 
as a key to the movements of the economio world. Wealth, he 
says, 'consists not in the inoonsumable riches of money, but in 
the consumable goods annually reproduced by the labour of the 
society.' It includes therefore food, drink, clothing, houses, furni
ture, plate, ornaments, books, works of art; in short, necessaries, 
comforts, luxuries, in all their varieties, and all the productions 
of nature or of human exertion. and skill to be had in the 
market. It includes things which vary in different countriell 
and different ages, and have very different economic effects; 
and which are objects not only of different but of antagonistio 
desires. The love of gin is the love of one kind of wealth 
which too often competes in the mind of a poor man with the 
love of a decent dwelling. There' is a saying about a four
footed animal not without firmness of character but of limited 
ideas, between two bundles of hay both soliciting his choice. 
'The decalogue shows that this animal was one of divers things 
which the Israelites were prone to covet. The ox, to which 
u.llusion is also made, in the commandment) was, as Sir Henry 
Maine has explained, the kind of wealth most valued by early 
agricultural communities; yet even they desired some other 
kinds, and sometimes the reason why a man was without an ox 
for his plough, was that ,he was too fond of strong drink. In 
modern society there are countless varieti~s of wealth. Adam 
Smith has made some excellent remarks on the difference, in 
respect both of its amount and its distribution, of expenditure 
on different sorts. But expenditure is simply the method of 
acquisition by which, under a division of labour, the desires of 
men for different things are satisfied. Were there no such 
division, some would build houses and make clothes for them
selves, while others in nakedness or rags distilled spirits or 
brewed ale in mud hovels or caves. 

One of the most important economic inquiries relates to the 
changes which take place in the direction of the chief wants of 
mankind, and the species of wealth which they call into exist
ence. The main object of industry and 'accumulati?n on the 
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part of the Frenoh nation is landed property; the chief impulse 
determining the national economy~~ the desire of it: in England 
this desire is absent among the nation at large, and the one 
which takes its place with no small number of Englishmen is the 
love of beer. Happily in England there is a still more genera.l 
object of desire in the house, and the house owes its struoture, 
perhaps its very existence, to the institution of the family. 
Even_in the matter of dress, the changes in the nature of the 
things constituting wealth deeply affeot its eoonomio condition. 
'Richard II. wore a coat whioh cost more than £20,000 in modem 
money; the Prince of Wales would not take £20,000 to wear 
it. The stronger passion of women than men iu our time lor 
personal decoration is the result not of an original difference 
in the mental constitution of the two sexes, but of a. dif
ferent social and political history. The formula of demand and 
supply is still supposed by some economists to explain every
thing fully, but both demand and supply have in every ca.ae 
a long history. The demand for duelling swords and pistols 
in France is suoh th~t the supply makes no inconsiderable 
figure in the inventory of French wealth. Were they used 
only in duels, there would probably not be two swords or 
a brace of pistols in England. It is a misrepresentation of 
the Mercantile System that ita adherents considered nothing 
but money as wealth, Iltill they did attach undue importance to 
it; and the conseq~ence of the excessive estimation in which 
they hold it demonstrates the absurdity of basing either the 

, economic prosperity of nations or economio science on the 
abstraction which is the corner-stone of both in the deductive 
system. The other principle whioh Mr. Lowe associates with it, 
the dislike of labour, involves an equal confusion. One might 
ask, when it is maintained that we can predict the conduct of 
mankind from these two principles, in wha.t proportion are we 
to mix them for the purpose P The Jews were always a. wealth
loving nation, and many of them industrious, yet there seem 
to have been not a few sluggards in Solomon's time who would 
go. to no trouble to get it. Can employers tell whether higher 
weekly earnings or fewer hours of work will be the principal 



Political Econolll!l and Sociolo!JY. . 201 

<lbject of their workmen & year hence l' The savage has a 
~iilike for regu1a.r la.bour which only BOme form of slavery can 
<Ivercome, but with the progress of civilization a love of exertion 
for its own sake grows up, and employment beoomes necessary 
to the happiness of a great number of men. We are told 
~mewhat abrnptly in the Psalms that & man was famous 
according as he had lifted up axes on the thick trees, yet the 
most. celebrated woodcutter of that period perhaps felled no 
more trees in a week than Yr. Gladstone will do for mere 
recreation. The German emperor replied to a deputation that 
he had felt the pain of his wounds less than the abstinence from 
his ordinary activity which they compelled. The love of several 
(){'()upations for their own sake is one of the causes by which 
Adam Smith explains the BIIlali profit to be made in them. 
Had Mr. Lowe ever watched a French peasant at work in his 
vineyard, he could hardly have made a universal dislike of toil 
<lne of the two pillars of political economy. 

Other motives, which eminent advocates of the deductive 
~ystem propose to take into account, vary in like manner in' 
force, direction, an,d coDBefluence. Yr. Cairnes refers to the 
love of men for their own country as the main cause of the 
diversity of the rates of wages and profit in different countries, 
and it is a highly complex feeling, varying greatly in strength 
in different nations and ages. .The Fleming was the great 
~migrant of the middle ages; now he can hardly be got to 
migrate to an adjoining province for double wages. Patriotism 
--did not exist in England some centuries ago. Different races, 
IlIltions, and clans had been too recently blended under one 
government for a strong feeling of nationality; a man belonged 
to his township, his borough, his guild, not to his country. 
Had Englishmen been as patriotio as they were brave, William 
<If Normandy might never have got the title of Conqueror. 
The Germans when they invaded the Roman Empire knew no 
~mmon fatherland. In 1870 they left lucrative employments 
in all parts of the world for &&Oldier's perils and pay, in & manner 
that shows how much there is on earth that is not dreamt of in 
.Mr. Lowe's philosophy. And this is far from exhaustiDg the 
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prinoiples entitled, even on the admission of distinguished 
adherents of the deductive method, to a place in the science of 
wealth. Mr. Cairnes asks, for example, ' How far should religious 
and moral considerations be admitted 8.8 coming within th& 
provinoe of political economy i' ' His answer is that ' They are 
to be taken aocount of preoisely in so far as they are found, in 
fact, to affect the -conduot of men in the pursuit of wealth' ; 
and one need only allude to the influence of mediooval religion 
on DOth the forms and the distribution of the wealth of tbEt 
community, the changes in both with the change in religion 
after the Reformation, in proof of the impotenoe of the a priori 
method to guide the economist in relation to this class of 
agenoies. Yet a few pages after' reoognising their title to 
investigation, Mr. Cairnes argues that induction, though in-. 
dispensable in physioal, is needless in eoonomio soienoe, on the 
ground that' the eoonomist starts with So knowledge of ultimate 
causes,' and' is already, at the outset of his enterprise, in the 
position whioh the physioist only attains after ages of laborious 
researoh'.- The followers of the deductive method are, in fact,on 
the horns of a dilemma. They must either follow Mr. Lowe's 
narrow path, and reason strictly from the assumption that men 
are actuated by no motive save the desire of peouniary gain,. 
or they must contend that they have an intuitive knowledge of 
all the moral, religious, politioal, and other motives influencing 
human oonduot, and of all the changes they undergo in dillereut 
countries and periods. 

Shut out by their own method from the investigation of 
the true problems of political economy, the deductive school 
have devoted themselves to a fiotitious solution of others 
whioh the ablest among them have nevertheless admitted to 
be insoluble. 'If you place a man's ear within the ring of 
pounds, shillings, and pence, his conduot can be counted on 
to the greatest nicety,' aocording to Yr. Lowe. Mr. Cairne~ 
on the other hand, as we have seen, concurs with Mr. Mill 
that positive, unconditional conolusions are beyond the reach 

• Log;;",1 Jl,tAotl 0/ PqlUte4l .&:.mom,. p. 75. 



Political Economy ana Sociolo9Y. 203-

of the eoonomist, since he does not take into account, or even 
know, all the forces at work, muoh less can measure them with 
precision. An entire leoture in Mr. Cairnes' 'Logical Method 
of Political Economy' is devoted to proof that quantitative 
exactness is unattainable in the science, and that its oonolU8ion~ 
being only hypqthetioally true, and representing only several 
tendencies 'in the absenoe of disturbing causes,' ought not 
to affcot the semblanoe of numerical exactness. Mr. Lowe's 
proposition is nevertheless true in the se!lse that the deduotive 
system does affeot the power not only of absolute prediotion 
but of prediction with mathematical aqcuracy. Take any 
treatise following the °deductive method, and it will be found 
to consist mainly of propositions respeoting wages, profit, 
prices, rent, and taxation, which profess to determine with 
arithmetical exactness on whom a. given tax, say on a. box of 
lucifer matches, will fall, how much it will add to the price of 
the box, and what pr6fit both the manufacturer °and the retailer
will net on its advance. In a previous artiole- the prcsent 
writer has exposed the fallacies involved in the whole chain 

• of reasoning, and shown that it oannot be foreseen whether a. 
trader will ever reoover a so-called indireot tax at all; that 
it may be a. direct tax on himself, may drive him and all 
other small capitalists from the business, and ultimately give 
a lucrative monopoly instead-of' average profit' to a few great 
capitalist&-half-a-dozen distillers and brewers, for example. 
The deductive ° theory of wages, profits, prices, rent, and 
taxation, is substantially a. set of ° predictions respeoting the 
distribution of wealth, which affect to foretell exactly the 
gain in every bUBiness, and the rates at which goodq of every 
kind may be sold. It has been well said that before predioting
the future, we must learn to prediot the past; and before 
predicting the past, it might be added, we should learn to 
predict the present, by studying the forces at work in the 
world around us, the conditions under which they operate, 
and their actual results. A striking instance of the failure of 

• • The Incidence of Imperial and Local Tax~tion on the Working Classes.' 
Forlmul,tl,l RWUOID, 'F.brQary lat, 1874. (Replinted in the present volumeo) 
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"the deductive economist to prediot even the present, is Mr. 
M'Culloch's assertion in several editions of the 'Wealth of 
Nations' that the local inequalities of wages, of which Adam 
,smith spoke, had ,lmost disappeared with the improvement 
in the means of oon1.munioation. In point of fact, they had 
greatly increased; agricultural wages va.rying from 68. to 16., • 
.a-week when his first edition was published, and from 98. to 
228. at the date of the last, varying, too, from causes which 
indt7ctive investigation had enabled Adam Smith to discover, 
namely, the unequal local development of manufactures, 
-commerce, the greater demand and competition for labour in 
-some places than in others, and the obstacles to its migration. 

The history of the last few years gives disastrous proof 
-of the falsity of the prediotions of both present and future 
involved in the theory of the equality of profits, which assumes 
that the gains in different employments can be foreseen with 
a olose approximation to accUracy, and that competition 
accordingly' keeps them nearly at a level. 1£ there was a 
man in the country who might have been supposed capable of 
foresight in such matters, by reason of the widest information 
.and great financial skill, it was lfr. Gladstone, when a few 
years ago he described the trade of the country as advancing by 
leaps and bounds. Did he see that they were leaps in the dark jl 
Did .the capitalists who rushed into the businesses in which 
prices and profits were trebling see that they were bounds 
that would end in a faU on the other side P Have the capitalists 
in other businesses, who were heavily mulcted by the rise of 
coal and iron, recovered their losses 'with average profit'? 
Adam Snllth, reasoning from observation, rigorously ancl 
emphatically confined the tendency of profits to equality to 
long-established well-known trades in the same neighbourhood, 
unaffected by new discoveries, by speculation, fluctuations 
of oredit, accident, or political events, carried on, not by 
-directors and shareholders with other business to mind, but 
by persons whose sole occupations they were. In other words, 
from an induction he predicted inequality where the deductive 
~conomist predicts equality. Mr. Cairnes, indeed, though 
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adhering to the general truth of the dootrine of equality, was ot 
opinion that the new gold would, by its unequal distribution 
over different trades, disturb the level of profits for many years. 
The actual course of the distribution was, however, very different 
from that which a priori reasoning led him to prediot, the
chief rise of prices being in foreign countries, where railways, in
dustrial progress, and the opening of the English market raised 
them suddenly from a low scale towards the English range.· 
The new gold was only one of many new conditions of modern 
trade. In an age of companies there is a very imperfect divi
sion of labour: credit and speculation have made trade a lottery, 
in which • the absurd presumption of every man in his own 
abilities, and the still more absurd presumption in his own good. 
fortune,' of which Adam Smith speaks, have full play. 

The r~currence of commercial crises alone defeats aU 
attempts to predict the course of prices and profits, and would 
do so even if the doctrine of decennial cycles had a. solid 
foundation j for if the periods of inflation and depression could 
be foretold, and the occutrence of each crisis timed with 
precision, the particular movements of credit, speculation, and 
prices, and the gains and losses in each business, could not. 
The theory of a decennial cyole, like that of the equality or 
pronts, and the whole 4 priori system, with its seeming 
simplicity, symmetry, and roundness, owes its attraotions tc> 
that idol of the tribe which, as Bacon Bays, leads the spirit 
of man to suppose and feign in nature a greater equality and 
uniformity than is in truth, and to mark the hits of his system, 
but not the misses. An ingenious attempt has lately been 
made to account for the imaginary decennial cycle by the 
supposition that about every ten y~ar8 there is a change in 
the management of business through a younger generation 
taking the place of the older, as though the commercial world 

• An example of this w~ cited lately by the eminent French economist, 
M. Leroy-Beaulieu, in the Econom"UI Franrau, from statistics compiled by 
Mr. Newmarch, showing that between 1830 and 18;0 the price of corn fell 14 
per cent: in 'England, wlule it rose 17 per cent. in France, 88 per cent. 1(1 Belgium, 
133 per cent. in HWlgary, 142 per oent. Ul Austria. 
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were composed ~f successive ranks of men born together at the 
oeginning of successive decades, and all in each rank reaching 
sixty, and retiring together. But the commercial class, like the 
army, the bar, and the whole nation, is recruited with fresh 
blood every year, not only every tenth year. Lord Bacon 
himseU showed a strong tendency to believe in both & political 
and.an economical cycle, and supposed his own age of the 
wortd on the descent of the wheel, though he judiciously 
thought it 'not good to look too long on these turning wheels 
-of vicissitude, lest we become giddy.' Adam Smith, too, leaned 
to the notion of a code of nature regulating the movement of 
the economio world with perfect equality and uniformity. 
Perhaps, therefore, one need not wonder that Mr. J evons, whose 
philosophical powers have enabled him to make real discoveries, 
.should be fascinated by the idea of conu:nercial cycles recurring 

• with the regularity of astronomical phenomena, and tracetlbI~ 
to astronoinical causes. But one is driven to suspect that Mr. 
Lowe can never have made a discovery, when he argues that 
-Adam Smith's method was wholl! deductive, because in the 
, WeaIth of Nations' he puts his conclusions first; supporting 
them afterwards by the instances which he deems most con
vincing, instead of setting 'before his readers a vast number of 
historical and statistical facts, and working out the principle 
which they establish nnder their eyes. A library would not 
contain the books he would have written, had he attempted to 
convey to other minds by such a. method the knowledge he 
had himself reached by long and laborious investigation. A 
discoverer would be avoided like a pestilence or the ancient 
mariner, were he to relate a.ll the stl'pS by which he got to his 
journey's end, after many misfortunes and failures, it may be, 
and often burning his fingers in the crucible. Results, it is 
well said, Dot processes, are for the publio eye. Row little 
Adam Smith was disposed to publish all his pro<-'9SSes appears 
from his direction to Hame, in 1773, to bum all th8 papers, 
with one exceptioD, found in bis house at his death, and from 
his own destructioD of ~em a few days before his end. The 
advantage of the division of labour-to which Mr. Lowe refers 
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as a proof that he proceeded by assumption, because the number 
()f examples he gives is'small-was 'not a. new doctrine; but 
his chapter on its limitation by the extent of the market bears 
all the marks of wide research and induction. The work of 
induction in relation to the division of labour is, moreover, by 
no means complete. There are plain symptoms in modern eco
nomy of tendencies to an amalgamation', instead of a division, 
of occupations. And the most arduous problem respecting the 
separation of occupations has never even occurred to the deduc
tive school-namely, What are the causes governing its actual 
~ourse, determining the directions of the national energies, the 
employments of different classes and of both sexes, in different 
oountries and ages? 

The human being or C individual' from whose It8sumed 
tendencies the conclusions of the deductive system are drawn, 
and its predictions made, is a fiction, not a reality-a personi
fication of two abstractions, the desire of wealth and aversion . 
for labour-feelings differing, as has been shown. in different 
countries, ages; and persons-differing much, . for example, in 
men and women .. Mr. Bagehot felt so strongly the inapplica
bility of the assumptions of the system to the greater part of 
the world, that he actually liIllited political economy to England 
at its present state ,of commercial development, and to the 
male sex in England. Such a limitation involves a C<?mplete 
sUlTender of the position that the system is based on universal 
laws or principles of human nature; it involves also 4n ad
mission that it is only by inductive investigation that we can 
determine ~hat the actual economy of society is, and what the 
~auseB that gove.rn its structure and movement. Enough has 
been said, too, to show that the fundamental assumptions of 
the deductive economist are really as fallacious in reference to 
modern Englishmen as to Frenchmen, Germans, Asiatics, or 
Africans. l'h6 economy of English society can, no more than 
that of any other nation, be explained by assuming that English
men are personifications of the love of wealth and ease. But 
this is only one of the fundamental shortcomings of the system. 
Looking only to the assumed motives of individuals, it ignores 
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alt~gether the colleotive agenoy of the oommunity, through it!. 
positive institutions as an organized polit.ical body or state, its
history and traditions, and the social environment with which 
it encompasses every man and woman within it, from the cradle
to the grave. 

Adam Smith's philosophy was not, like the little system that 
pleases some of his suocessors, if I may use a Horatian phrase. 
'complete in itself, smooth, and round.'- There was, it is true,. 
in his mind a.n ideal order of things whioh he oalled 'natural/ 
as being that which wou,d take place if certain tendencics or 
hunian nature were allowed to operate without interference. 
Even in this ideal world, however, he saw that there must be 
laws relating to property, suocession, tenure, and $)ther sub
jects, alt.hough, in accordance with both the political and the 
theological philosophy of his time, there was a 'natural' type 
to which these institutions ought to conform. Mr. Macleod has 
urged, on behalf of confining the scope of political economy 
to oommeroial exchange, that the ' distribution' of wealth con
templated by the French' Physiocrates was that effected by 
exchange, or by the process of distribution a.s distinguish I'd 
from that of production. The Physiocra'tes, it may be observed, 
were not the first to use the term in this sense; it WllS 110 

employed by English writers on commerce a. hundred years 
earlier. But one might as reasonably exclude all agencies 
save water f:.:om geology on the ground that Werner did not 

. take them into account, as limit the investigations of the
eoonomist to the mode of distribution taken cognizance of in 
either the seventeenth or the eighteenth century, in either
England or Franc~. The very word 'distribution,' moreover~ 
which Adam Smith applies in his first book to the partition 
effected by exohange, i& in his third book applied to that 
effected by Buccession; though in both cases we may perceive 
the influence of the ideal code oC nature on his opinions and 
language. Long before his time, indeed, the term was applied 
to the distribution of wealth by law, as the Statute of Distribu-

• 'In Be ipao totua, teres afque rotundlll.'-Hoa. 
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tions shows. He sets before us both the 'natural,' as he 
called the ideally best, order of things, and the actual order 
resulting from positive institutions, historical events, and the 
constitution of human nature with its various and conflicting 
propensities; among which, as he points O'I1t, the love of 
dominion is apt to prevail over the desire of gain. The third 
book of the • Wealth of Nations' is mainly an investigation 
into the action and reaction of political and economio history, 
the progress of agriculture, manufactures, and commeroe, and 
of the different classes of sooiety in both country and, town, 
until out of mediooval Oatholio and feudal Europe had issued 
the Europe of his own time with an economy moulded and 
failiioned by oenturies. The word 'evolution' had not come 
into usr! in Adam Smith's day, and social philosophers did not 
call tlm historical order of events the natural order, or the 
aotua~sequenoes resulting from the whole oon~tution of 
huma sooiety and... the surrounding world the results of 
natura law: the word • Nature,' in their terminology, having a 
purel ideal meaning. Yet in substance Adam Smith shows 
that the economic condition of the nations of modern Europe 

,was the outcome of a' -long historical evolution, and could not 
otherwise be accounted for or understood, although a. better 
state of 'things, whioh in the language of his time he called 
the natural state, would have resulted from better human 
government and institutions. Whoever compares the last three 
books of the' 'Vealth of Nations' with the announcement, at 
the end of the 'Theory of Moral Sentiments,' of the author's 
intention 'in another discourse to give an account of the general 
l,rinciples of law and government, and 'of the different revo
lutions they have undergone in different ages and period8 -
of society, not only in ",hat ooncerns justice, but in what 
conce~s police, revenue, arms, and whatever else is the subject 
of law,' will find evidence that political economy was not the 
ollly branch of political soienoe in which Adam Smith had 
advanced beyond Plato, in whose days Mr. Lowe affifDlS that 
knowledge in all other branches of moral and political philosophy 
came to a standstill. Adam Smith saw that • the revolutions 

p 
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of law and government' had followed a determinable order; 
that the whole movement of society, including even that of 
positive law, was subject to law in the scientifio sense of regular 
and intelligible sequence; and that the economio state of a 
nation at every period of its history was only a particular aspect 
of the whole social development. This is the fundamental 
conception on which the Science of Society rests, although the 
mo~rn social philosopher calls the actual succession of social 
phenomena. the natural one, while Adam Smith used the word 
, natural' in a different sense. 

e In love, or war, or politics, orreligion, or morals,' Mr. Lowe 
argues, 'it is impossible to foretell how men will act, and 
therefore it is impossible to reason deductively;' whE'reas, • in 
matters connected with- wealth, deviations arising from other 
causes than the desire of it may be neglected without perceptible 
error.' The truth is that all these causes-war, love, religion, 
morals, and politics-do profoundly influence the conduct and 
condition of mankind in relation to wealth, and the economic 
structure of society. It is one of Mr. Buckle's incorrect 
generalizations that in the middle ages there were but two 
engrossing pursuits-war and religio~-and only two professions 
-the churoh and the army. It is, on the other hand, a no less 
superficial philosophy that overlookll the influence of war and 
religion on the economy of modern Europe, the occupations of 
its inhabitants, and the nature, amount, distribution, and 
consumption of their productions. At no period of the middle 
ages -was so large 0. proportion of the population of .the 
Continent trained to war as at the present day. An immense 
part of the wealth of modern· Europe, England included, 

---{lonsists of weapons, warlike structures and stores, and the 
appliances of armies and Heets. Wha.t would be the 'Yorth of 
a. trea.tise deducing the economy of Germany from the assump
tion that every man is occupied solely in th~ acquisition of 
wealth, c the actual deviations being 80 slight that they may be 
treated as praotically non-existent?' Were astronomers able 
to discover certain indications of human life in another planet, 
on Mr. Lowe's principle we .should know all that need interest 
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or could instruct us respec~g the ,ecol) omy of the planetary 
world from 'the two ruling passions of ankind-wealth and 
ease.' Would not the questious arise :-' Does war exist, and 
if 80, is every man & soldier, or is theJ e a distinct military 
profession P' 'Have the inhabitants of tl e planet any religion, 
and if so, is there a wealthy priesthood P , 'tre the institutions 
()f marriage and the family established?' 'What are the 
checks to the increase of population P , 'Is land held in 
(lommon, or does private property in it exist i' • What are the 
laws and customs with respeot to succese~on?' 'Have the 
people of this planet the same kinds of weallh as those of the 
earth, and have different countries in it di~rent kinds, as in 
our own world P' It has been shown ·£hat the mundane 
economist possesses no such powers of predi~tion as Mr. Lowe 
ascribes to him, just beoause politios, war, ~eligiOn, morals" 
and love, do all powerfully affect human co duct in matters 
connected with wealth. Nevertheless, the phil sophy of society 
is not so undeveloped that no regular sequen6~ or natural law 
is discoverable in these very icfluences, or prediction altogether 
impossible in relation to them. It can be foretold, with a close 
approximation to acouracy, how many marriagEls there will be 
between the 1st of January, 1879, and the next census. A 
well-known eoonomist is said to maintain that marriage is 
nothing but a commercial contract j but Edmund Burke's 
complaint that the age of chivalry was gone, and that of 
economists and calculators had succeeded, was not quite so 
well grounded. Love, chivalrous sentiment, morals. religion, 
do still deeply affect marriage, even among a nation of shop
keepers; and it is because they do that we can nearly fo~etell 
the number of such unions, and the number of children born 
and reared. We should be altogether without data for cal- . 
(!ulating the advance of population, the supply of labour, the 
movement of rent, the accumulation of capital, and its distri
bution by marriage and succession as well as exchange, if men 
and women, or even men alone, were influenced by no other 
than mercantile motives. 

The economic structure of any given community, the direc
P2 
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tion taken by national energies, the occupations of the different 
classes and of both s es, the constituents and the partition of 
movable and immova~.le property, the progressive, stationary, 
or retrogressive condittion in respect of prpduotive power and 
the quantity and qu1:llity of the neoessaries, comforts, and 
luxuries of life, a

1
, the results not of speoial economic forces, 

but of_all the social forces, politioal, moral, and intellectual, as 
welt118 industrial. The very wants and aims summed up in 
• the desire of walth' arise not from innate, original, and 
universal propensit" es of the individual man, but from the 
community and i s history. Hunger and thirst, desire of 
shelter from cold nd heat, are probably the only forms of the 
eoonomio impulse t~lat a human being isolated altogether from 
sooial influenoes wduld feel. . The very kinds of food sought in 
oivilized sooiety te determined by a. long national history, and 
are not the sam in England and Franoe. The predominant 
form whioh the } ove of wealth takes in the last country is, us 
already said, t~e love of landed property, a form non-existent 
in primitive humanity, and whlch in civilized countries is I)() 

much the resul't of national history, that it is extinot in our 0\\ n 
as a motive to labour and thrift on the part of the nation at 
large, though once widely diffused through all classes ill both 
country and town. . 

Political e!'onomy is thus a. department of the science of 
society which selects 8 special class of social phenomena. for 
speoial investigation, but for this purpose must investigate all 
the forces and laws by which they are governed. The deductive 
economist misoonoeives altogether the method of isolation 
permissible in philosophy. In consequence of the limitation of 
human faculties, not that the narrowing of the field is in itself 
desirable or scientific, it is legitimate to make economio pheno
mena, the division of labour, the nature, amount, anJ distribution 
of national riches, the subjeot of particular examination, pro-· 
vided that all the causes affecting' them be taken into acoollllt. 
To isolate a single force, even if a. real force and not a mere 
abstraction, and to call deductions from it alone the laws of 
wealth, can lead only to enor, and is radically unscientifio. Th& 
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uevelopment of the positive law of a nation, for example, is in 
all its bearings on industry, commerce, accumulation, and the 
distribution of property, a subjeot demanding the economist's 
investigation. The primitive ownership of things in common, 
the evolution of the separate possession of both chattels and 
land j of slavery, serfdom, and free labour; the changes in the 
10. w of intestate succession; the growth of the ·testamentary 
power, and of the law of contract in its different forms, are ~t 
once jural and economic facts, which the jurist regards from 
{lne point of view and the economist from another. The field 
of human sooiety is so large and complex, man's capacity so 
limited, that it is by a number of investigations in relation 
to dill'erent aspects of the subject, that the science of society, 
.as a whole, is most likely to be advanced, and its ultimate 
generalizations and laws at last reached. The history of politi. 
()al economy is a warning against all attempts to reach them 
per 8altum, and to construct at once & complete and symmetri. 
()al system. A radical error with respect to the history of both 
science in general, and political economy in particular, lies at 
the root of Mr. Lowe's notion, that' science means knowledge 
in its clearest and most absolute form, the test of which is 
predlCtion '; and that the fabric of economic science, under t~e 
hand of Adam Smith, 'rose up, like Jonah's gourd, in a single 
night.' If science meant only knowledge in its clearest and. 
most absolute form, no science co.uld have a beginning or a 
youth: it must spring into life fully grown and armed, like 
Minerva from the head of Jove. and only a science founded, 
like deduotive politioal economy, on fiction, could do 80. Had 
politioal economy grown up, like Jonah's gourd, ill a. night, it 
would like it have perished in a day: and could not have borne 
the light. A long line of inquirers had preceded A~am Smitllt ~ 
to some of whom he has aoknowledged his debt. Nearly & cen
tury before the publication of the ' Wealth of Nations,' Dudley 
North, himself a merchant, had expounded the policy of com· 
mercialliberty, going on some points even beyond his illustrious 
l5ucc~ssor. Adam Smith's own language respecting the French 
economists aD.8wers a question raised by Auguste Com,te's 
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remark, that he made no pretence of founding Ii new and special 
science o(wea1th. TIe did not pretend to be its founder, but he 
did regard IIllCh & science as not only founded. but far advanoed, 
by Quesnay and his followers, whose system of political economy 
he describes as, • with all its imperfections, the nearest appro8.0h 
to perfection that had yet been made in that important science.' 
At the same time, like his French contemporaries, he regarded 
it as-a branch of a wider science, which they called Physiocratie, 
or the science of the government and laws of nature, and which 
he called Moral Philosophy. 

Science is patient and progressive, never, therefore, reaching 
perfection; its essence consists in a right method of investi
gation more than in the exteJ?t of its progress. The sa.me mis
conception that leads Mr. Lowe to admire the a priori political 
economy, with its fictitious oompleteness, symmetry, and exact
ness, and to deny a science of 'society, because it is yet in an 
inchoate state, shows itseU in his assertion that no more is known 
now in psychology, mOfllls, or politics, than was known in the 
days of Plato. No such realistio abstraotion as the' Ideas of 
Plato' now deludes tIre psychologist, though something akin to 
it lingers in the deductive economist's notion of 'the desir!." of 
wealth.' The assooiation of ideas is Ii psychological law which 
alone pla.oes mental philosophy far beyond the point it had 

• reached with the Greeks; and the chll.Ilge in the course of 
social progress, on the one hand, and the inheritance, on the 
other, of cerebral qualities can hardly be known to Mr. Lowe, 
or he could not refuse to admit a great recent advance in our 
knowledge of the laws of the human mind. In the science of 
law and Jlootics the superiority of Adam Smith himself over 
Plato is evident. His remarks on the Athenian tn'bunals show 
that h'e could have sa.ved Pericles from a blunder which not. 
only deprived Athens of Ii system of jurisprudence, but did 
much to COlTllpt and undermine the State; yet Plato failed to 
diBoover it, though its consequences were nnder his eyes, and the 
constitution of oourts was one of the subjects that engaged his 
attention. And the perception 01 revolutions in law and 
government following a regular sequence, and evolving sucoeasiv& 



Political Economy and Sodolof!Y. 215 

economic as well as political states, to whioh Adam Smith 
attained, not only never dawned on Plato's mind, but may be 
said in itself to be a long step towards the foundation of a true 
soience of society. The attempt to raise a. prejudice against 
such a science, on account of the difficulty of naming it other
wise than sociology, a compound of Latin and Greek, is not only 
captious ,and frivolous, but displays an extraordinary forget
fulness of scientifio nomenclature. To say nothing of the 
admission of such combinations in Germany, the fatherland of 
philology, in words such as Socialpolitik, English philosophioal 
terminology itself abounds in them. Natural philosophy, moral 
philosophy, are names compounded of Latin and Greek, whioh, 
according to German usage, would be written in one word, like 
Socialpolitik; and the term • natural law' is a mixture of Latin 
and English. One wonders, indeed, that Mr. Lowe, who is so 
bbocked at sociology, does not shudder at the name of Adam 
Smith, as a combination, not from cognate tongues like Latin 
and Greek, but from Hebrew and English. 

Yet, although neither the objection that sociology has not 
attained to the perfection of astronomy, nor that it is a hybrid 
word, is entitled to a serious consideration, it would be a grave, 
error to regard it as otherwise than a. science still in its infancy. 
Its students should take warning from the history of politioal 
eoonomy against hasty induction, and attempts to rise at' onc~ 
to the deduotive stage. Two men of extraordinary genius, 
Auguste Comte and Herbert Spencer, though differing consi
derably on some points, have struck out Bome luminous gene
ralizations and tlperfU8; but great circumspection and caution 
are needed .in their appli~ation!. they cannot safell be made to 
support trams of deduohon, still less, can they he' tre{l!ed as 
oonstituting the supreme induotions and fundamental laws~ 
a scienoe of sooiety. Mr. Spenoer's theorem, for example, \ 
that ' a movement from the homogeneous to the heterogeneous 
characterizes all evolution,' in both the physical and the social 
world, is true in a number of instanoes; and he has conneoted 
it with flerm caUBW, with ascertained natural forces and con
ditions. indubitably oreating diversity where there had been 
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similarity, ana evolving new kinds and speoies of phenomena. 
Yet it is not a. universal law, or an invariable truth from which 
inferences respeoting the course of sooial development can with 
certainty be drawn." The movement of language, law, and 
politioal and civil union, is for the most part in an opposite 
direotion. In a savage country like Africa, speeoh is in a per
petual flux, and new dialeots spring up with every swarm from 
the pwent hive. In the civilized world the unification of lan
guage is rapidly proceeding; probably no Celtio tongue will be 
spoken in any part of Europe, Brittany or Wales not exoepted, 
in a few generations. The diversities of English speech wel'e 1i0 

great four hundred years ago, that Caxton found the~ a great 
obstacle to printing; four hundred years hence the same Englit,h 
will be spoken over half the globe, and will have few competitcrs, 
there is reason to believe, over, the other half. The movement 
of political organization is similar; already Europe has nearly 
consolidated itself into a Heptarchy, the number of States into 
whioh England itself was onoe divided; and the result of the 
Amerioan war exemplifies the prevalence of the foroes tending 
to homogeneity over those tending to heterogeneity. Two 
systems of eivillaw, again-the French and the English-now 
extend over a great part of the civilized world j and Sir Henry 
Maine has established many grounds for the proposition that 
'all laws, however dissimilar in their infanoy, tend to resemble 
eaoh other in their maturity.' In customs and fashion oivilized 
sooiety is likewise advancing towards uniformity. Onoe every 
rank, profession, and distriot had a distinctive garb; now all such 
distinctions, save with the priest and the soldier, have almost 
disappeared among men; and among women the degree of 
outlay ~waste is becoming almost the only distinction in 
Jrtissthroughout the W ~st. In the industrial world a generation 
/----------------

• [In an article published in the .Academll of October J'Jrd, 1880, Mr. Leslie 
wrote as follows :-

• The movement of society, designated by Mr. Herbert Spencer 118 from " the 
homogeneous to the heterogeneous," is highly important in ita economic aspeeta ; 
and the present writer acknowledges that Mr. Spencer's recent reply"-(AppeodU: to 
P ... t Prsnc.p188. dealing Wlth criticisms)-" to some commenta ot his OWll Oil. the 
doctrine so formulated is in the main substantially just and aufficient '] 
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.ago a constant movement towards a. differentiation of employ
ments and functions appeared; now some marked tendencies to 
their amalgamation have begun to disclose themselves. ,Joint
stock companies have almost effaced all real division of labour 
in the wide region of trade within their operation. Improve
ments in communication are fast eliminating intermediate trades 
between producers and consumers in international commerce; 
and the accumulation and combination of capital, and new 
methods of business, are working tht? same result in wholesale 
and retail dealing at home. Many of the things for sale in a. 
village huokster's shop were formerly the subjects of distinct 
branches of bU8iness in & large town; ~ow the wares in whioh 
sooreB of different retailers dealt are all to be had in great 
~stablishments in New York, Paris, and London, whioh some
times huy direot from the produoers, thus also eliminating the 
wholesale dealer. These changes are among the oauses that 
bame the supposed prevision on which the qoctrine of the 
equality of profits rests. 

In the early stages of social progress, again, If, differentiation 
takes plare, as Mr. Spencer has observed, between' political and 
industrial functions, which fall to distinot olasses: now a man 
is a merchant in the morning and a. legislator at night; in 
meroantile business one year, and the next perhaps head of the 

. navy, like Mr. Goschen or Mr. W. H. Smith. There is even a 
strong tendency to sink the reprllsentative into the delegate, and 
to give every male householder a. direct and immediate part iu 
the government of the country. Improvements in hoth manu· 
factures and the art of war seemed to Adam Smith, with good 
reason, to necessitate & separation between the military and 
industrial occupations: now every able-bQdied man.~s a soldier 
-on the Continent. And here one of Auguste ComttlR ,great 
generalizations also comes into question. Were & tendency to -, 
division of labour and differentiation of functions still to display 
itllell on all sides, it would not give us & fundamental law 
determining the directions of human energies and their actual 
-occupations. 'To take the case of another planet inhabited by 
.human beings, astronomers might conceivably disc,over marks 
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of a diversity of employments, and yet get no olue to the nature 
or course of the division of labour. We should need to know. 
for e~mple, whether war and religion: had any influence on 
their occupations. One of. Comte's. induotions affords an 
example of the kind of iundamental la.w needed to give lIS 

an insight into the causes and directions of the movement. 
Theology and war, according to Comte, are the ruling powers 
go:verning, in the early stages of sooiety, human energies and 
employments; science and industry the ohief powers in the 
more advanoed stages. Undoubtedly the grounds on which this 
induction rests go to the root of the matter, and b~ing some great 
changes in the political, moral, and economic state of society 
under scientific law. Theology has long been a declining force, 
and, though its indirect influence is still great, has now little 
direct control over the economic structure of Western sooiety. 
But the military element is more powerful now in Europe, and 
its power rests on less accidental causes than in Auguste Comte' 8 

own day. The very imp.,rovements in manufacture and the 
military art which tended, in Adam Smith's view, to wean the 
mass of mankind from war, the very agencies represented by 
steam and gunpowder, to which Buckle triumphantly traced its 
extinction in the civilized world, have brought nations so clos6 
together, and axmed them with such deadly weapons, that 
every man mq,y almost be said now to sleep with arms at his. 
side, ready to do battIe in the morning. Soienoe and industry 
themselves, along with paoifio tendenoies, ha.ve others of the 
opposite character, both in the effects already referred to and 
in the higher pride, rivalry, ambition, and patriotism of nations, 
developed by intellectual and industrial progress. When 
Buckle pokted to therRussians as the only waxlike people in 
Ew:ope; exoept the Turks, because the least civilized, they were 
really a most unwaxlike people under a warlike government. 
Now a military spirit is fast rising among them. Who shall 
say, too, that when the people of the United StateS have fully 
assimilated their present territory, and axe at the same time 
brought into close proximity to the old world, • their ,energies 
may not take a military direction for a time P I The Americans" 
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said TOQqueville, 'have no neighbours, oo~sequently no great 
wars to fear j they have almost nothing to ,dread from military 
glory.' When they are within four days ~f Europe they may 
find they have neigh.bours beyond sea. but, without crossing it, 
the whole oontinent north and south of t4e isthmus may tempt 
their ambition. . Although a. fundamentill truth underlies the 
generalization referred to, it is ~ot, then, a. law from whioh 
deductions can be made. There are, moreover, diversities in the 
course of sooial evolution in different countries, whioh must be 
closely investigated before the sociologist cr.ll be in a condition to 
lay down universal canons; and after thetle are reached, much 
will remain for inquiry, respecting the special development of 
partioular raoes and nations. 

A soienoe of society thus does not exist in the sense, of 
'knowledge in its clearest and most absolute form, of which the 
test is prediction.' That, however, is not a. scientifio definition 
of soience, and the sooiologist may answer it with B.acon's words, 
prudell8 illterrogatio dimidium 8cielltiUJ. Nor is it the 80ience 
of society in its entirety only that is yet in its youth, and has a.' 
long and arduous future before it j it is 80 also with the 
department of it rel!J.ting to the economio oondition of mankind 
in different countries and ages. The labourer in this field, too. 
must go to work in - a modester frame of mind than that of 
'the Political Eoonomist,' as he called himself in capitals, of 
twenty years ago. Mr. Lowe alTogates 'triumphs' for his own 
economio method: those he refers to were achieved by the 
opposite method of reasoning from observation and experience. 
But the soientific spirit is not a triumphant and boastful one. 
fired with a sort of intellectual Chauvinism, seeking polemical 
distinotion and a path to pl,'omotion in the field of party wal,'. 
A cavalry officer of the period before the Crimean War, when 
that branoh of the army was distinguished by the glory of a
moustache, used to My that no man could conceive the pitch 
to whioh human conceit could soar unless he had served in a 
light dragoon regiment. He was, however, mistaken. Ther& 
was a being yet more elate with a sense of superiority over his 
fellow-creatures ~n the economist who had Bastiat at his fingers' 
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ends, and who looked on political economy as a weapon by 
which he could discomfit political adversaries, and on free 
trade as a personal triumph; though he nad as much claim to 
renown for it as a passenger in a Cunar4 steamer to the fame 
-of Columbus. 

Some of the earlier economists-Adam Smith, Malthus, 
'Tooke, and John Mill-had a true claim to honour and repu
tatiQn as discoverers. Dut the generalizations and conceptions 
that do credit to one period may discredit the next, just as it 
would disgrace the :,avigators of our time to follow the same 
course, and sail in Cle same kind of ship, as Columbu,;. The 
deductive economists of the present generation have contented 
themselves with the repetition of doctrines and formulas which 
once caused the light of science to dawn where all had been 
confusion and darkness. Clouds of abstraction and a pliori 
reasoning nearly extinguished the promise of day j but fresh 
light is beginning to break. A few years ago Yr. Ingram's 
Address couid hardly have been delivered, and the 'orthodox' 

• economist, who now receives it with sullen respect, would have 
scoffed at it. It is suggested, indeed, by way of diminishing 
its effect, that its author is a. follower of Auguste Gornte i but it 
expresses the views of many who, like the present writer, are 
not, however highly some of them, like him, may think of 
Comte's genius. 



XVII. 

THE KNOWN AND THE UNKNOWN IN THE 
ECONOMIC WORLD .. 

THB most characteristic feature of the commeroial situation for 
more than a year past has been not 80 much the depth of the 
depression-for there h~ve been worse times in that respect; or 
its extent-for the stagnation was as general throughou~ Europe, 
and _muoh more widely felt throughout Franoe thirty years ago
as the sense of being in the dark, and surrounded, as it were, 
by the unknown. Yet it is the consoiousness only of not seeing 
their way on the part of people that is new. Trade has long 
been carried on blindly. and people as little knew what was 
before the~ when it was said to be advancing by leaps and 
bounds as they do now that these are found to have been leaps 
in the dark. Temporary ciroumstanoes have added to the 
gloom and uncertainty, and it is ascribable in part to a false 
economi~ theory; but to get a ray of light -we must .first recognize 
that the obscurity of the present crisis has arisen in a great 
measure from causes inherent in the constitution of the modern 
economio world. It is not the writer's purpose to inquire 
whether, in the most vital sense, the present depression is 
temporary or permanent. Our manufaotures and commerce 
mayor may not recover their vigour and supremacy; our 
agriculture may or' may not be overborne finally by.American 
competition. The chief point to whioh attention is sought here 
is that, even in the most favourable event, elements of disordet, 
difficulty, and recurring disaster, which have been growing 

• Fortn;,Ml, llwiN, June 1st, 1879. 
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with the growth of our trade, will remain, unless new sourO(!S of 
light can be discovered. Another point. that should not be left 
unnotioed is, that the economio world is not bounded by its 
trade, and has other regions in which to add to the known and 
diminish the unknown ought to be the economist's aim. 

The full knowledge and foreknowledge lately claimed for 
political economy in modem commercial society can exist only 
at an opposite stage of development, at which human business 
ana conduct are determined, not by individual choice, or 
the pursuit of wealth, or commercial principles, but by 
immemorial ancestral custoDi. All that relates to the occu
pations and movements of a nomad tribe in Central Asia 
is known and foreknown by all its .members, who possess 
the powel\of prediction, which 'Mr. Lowe calls the test of science. 
4 Every tribe and every awl,' says a. recent tra.veller among the 
Kirghis, 'follows year after year the same itinerary, pursuing 
the same paths, stopping at the sa~e wells' as their ancestors 
did a thousand years ago. No awl ever mistakes its way. '1'he 
regularity and exactitude of the movement is such that you can 
predict to a day where, in a oirouit of several hundred miles, 
any awl will be at any season of the year.' At the more 
advanoed stages of early agrioultural society the power of 
prediotion continues, and is not destroyed by disturbing causes 
ot' a more abnormal and violent oharacter than the follower of 
the a priori mcthod of politioal eoonomy has in view in the 
phrase. Dynasties rise and fall, conquerors come and go, 
empires are shattered above the head of the village community; 
yet it survives unchanged. The villago itself may be burned, 
its lands laid waste, the inhabitants driven away for a genera.
tion; but another generation returns and resumes the old life, 
each man following the occupation of his fathers, pursuing the 
same metliods, and seldom being either richer or poorer thall 
they. It is ill what Mr. Bagehot ca.lled a pre-economio state, 
though it is more properly regarded as an early state of the 
economio world among sta.tionary communities-' where the 
thing that hath been it is that whioh shall be, and that which 
is done is that which shall be done, and there is no new thing 
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under the sun '-that' knowledge in its' most perfeot form, as 
tested by prediotion,' exists. And just in proportion as the 
stationary passes into the progressive condition, as industry and 
commerce are developed, does the sooial eoonomy become oom· 
plex, diversified, ohangeful, unoertain, unprediotable, and hard 
to know, even in its existing phase, at any given time. In the 
primitive village community the prioes of oommodities and the 
gains of producers are not only known, but foreknown, beoaUse 
they are oustomary prioes. But when a market grows upon the 
border, when dealings with strangers are unrestrioted by the tie 
of kinship or oommunity, or by usage, the prioes at whioh things 
are bought and sold can no longer be known beforehand, and 
are not even necessarily known to everyone afterwards. Another 
element of unoertainty, introduoing itself so soon as traffio with 
the outer world begins, is that produotion can no longer be 
exactly adjusted to oonsumption, supply to demand, both the 
number and the means of oustomers from without being un· 
known. And as industrial development prooeeds; as labour is 
subdivided, and oooupations multiply, and the methods of 
produotion improve; as commerce enlarges its borders and 
ohanges its paths, the unknown more and more takes the place 
of the known. The desire of wealth, or of ·its representative
money-instead of enabling the eo~nomist to foretell values aud 
prioes, destroys the power of prediction that formerly existed, 
because it is the mainspring of industrial and commeroial 
aotivity and progress, of infinite variety and inoessant alteration 
in the struoture and operations of the eoonomio world. For 
more than a hundred years before Adam Smith's birth the rate 
of wages might have been nearly foretold throughout most of 
Scotland, and in parts' of the Highlands down to the time when 
the' Wealth of Nations' was written. But so soon as com
meroial aotivity began to stir in the Lowlands, the price of 
labour beoame variable and unoertain. The Philosopher relates: 
'In the last oentury the most usual day-wages of oommon 
labour through the greater part of Scotland were sixpenoe in 
lsummer and fivepence in winter. Three shillings a-week, the 
same prioe very nearly, still continues to be paid.in Ilome parts 
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of the Highlands and Western Islands. Through the greater 
part_of the low country the most usual wages of oommon labour 
are now eightpence a.-day; tenpence, sometimes a shilling, in 
the counties which border on England, and in a few other placos 
where there has lately been g rise in the demand for labour
about Glasgow, Carron, &c.' Had Arthur Young foretold the 
rates of agricultural wages in England in 1868 from those 
'Wbi~h he found prevalent in 1768, the prediction would· have 
proved nearly correct in the stationary southern counties, though 
utterly false in the mining and manufacturing counties north 
of the Trent. 

It is thus a fundamental error of the a priori or deductive· 
political economy that it takes no cognizance of the cardinal 
fact that the movement cif the economic world hall been- one 
from simplicity to complexity, from uniformity to diversity. 
from unbroken custom to change, and, therefore, from the 
known to the unknown. The origin of the error is in part 
traceable to the extreme slowness and almost imperceptible 
character of the movement down to the age of steam. Adam 
Smith's own theory of wageer, profits, and prices, rested. on the 
assumption that employments in general were long established.. 
well known, and undergoi~ no change, and was expressly 
restricted to such. The immobility of the world he lived in 
bhows itself in an observation of his grep,t- contemporary, 
llume :-' In five hundred years the posterity of those in the
coaches and those on the boxes will probably have chRnged 
places.' Hume seems to have taken for granted that five
centuries after his time the same sort of coaches would travel on 
the same sort of road, the only change being in the places of th& 
passengers inside and out. An age of ir~n, however, succeeded 
to his age of wood; the age of iron is already giving plactl to 
an age of steel j and who now attempts £0 forecast the modes of 
conVE.'yance five centuries, or even five generations pence.? • De 
minimis non curat lex,' said Mr. Mill in the lIouse of ~ 
Commons, citing the legal maxim adroitly in reference to the 
small importation of meat lit~le more than & decade ago. Now, 
nearly one-fourth of the animal food consumed in the kingdom. 
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comes from abro~d, and even live bea.rls are largely imported. 
The extension, ag~, of the area of trade has brought with it 
liability to oountleS&~nforeseen and sudden changes, rendering 
it impossible to adj t supply to demand. Not only a great 
war, like the. Frano German, disturbs the calculations of 
merchants and manufa turers j the outbreak of the present Zulu 
war led to the sudden <tountermanding of large orders for sheep. 
shears, ~fenoing, and. edge-tools for the Cape. Credit adds 
another unknown quantity. It springs from the growth of 
confidenoo between tnan and man, and.of foresight in one sense; 
ye~ it greatly augments· the uncertainty of trade, the diffioulty 
of antioipating the future, and the chanoo of expeotations being 
frustrated by fraud. So long as goods are sold only for cash, 
prioos are fixed by the peouniary means of pu:rohasers, and ar& 
8~bjeot to comparatively little variation of demand; as soon, 
too, as the sale is effeoted, the amount of the seller's profit is 
certain. :But when once promises to pay acquire a purchasing 
power, the fluctuations of prices have no assignable limit, and a 
proinised payment may never be made; so that after parting 

. with his goods the produoer's profit still remains doubtful. 
Not only the future, but even the present, becomes inscrutable 
in & highly advanood community. The number of employments 
is 80 great, each of them is so intricate a business, and affected 
by such a variety of oonditions, the fortunes of the individuals 
engaged in them are so diverse, that no one dreams of surveying 
the entire field; he often cannot tell even how the people he 
deals with' himself, and to whom he is perhaps making large 
advan~s, are doing. The banker of fifty years' ago, in I 

Mr. :Bagehot's words, • formed his judgment of the solvency' 
of those to whom he lent. And when London was 1/ 
comparison a small city this praotioe might have been saf~".J 
but now that London is enormous, and that no one can watch 
anyone, 8uch a trade would be disastrous: at present it would 
hardly be safe in a oountry town.' In the same work, • Lombard 
Street,' Mr. :Bagehot lays stress on the extent, beyond the 
conception of our ancestors, to which English trade is carried on 
'by borrowed capital. It is a surprising instance of the fQrce of 

• I~ 
Q ' 
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a foregone conclusion that this acute thinkEt~ did not see how 
inconsistent this fact was, by his own showin¢. with the doctrine 
of an equality of profits; to w'4ich he adhC;ii'ed :-' A neW man, 
with a small capital of his own, and a. large borrowed capital, 
can und~ell a rich man, who depends onf his own capital only. 
The rich man wants the full mercantile r:ate of profit j but the 
poor man wants only interest on much ~f what he uses.' The 
malT who trades with his own papifal tIlus can no longer count 
OD what Mr. Bagehot calls 'the full x1ercantile rate of profit! 
But the new system intr.oduces much ~lse that disturbs the old 
order of things. Did' the new man ' take as much care of the 
capital he borrows as if it were his own, he would not treat the 
whole surplus of his grOBS profit a.bove interest, as at his disposal, 
either to lower prices or to spend. He may be unexpectedly 
called on to refund what he bas borrowed; his credit may be 
shaken; a bundred unlooked-for events may subject him to 
pressure; his position is far more precarious than that of the 
man with funds of his own; and he ought to provide an 
insurance fund in pl'oportion. But he risks other people's 
money-not his own; if he loses it all, he is, at the worst, no 
poorer than· when he began, after, perhaps, living like a. lord in 
the meanwhile; and it will go hard with him if he does not save 
something out of the fire for himself. At a much earlier stage 
of the economio world a man ran some risk of being robbed of 
all his money; but he seldom ran any of losing it in a. trade 
speoulation. We talk of modern security of property in com
parison with the middle ages; yet it would be much to say that 
the wealth of a. modern capitalist is as secure' as that of a. stout 
franklin in the worst days of the Plantagenets. 
,,-, Professor NaBse of Bonn, replying, in a recent essay, to the 

\'J~alistiO doctrine that, under State regulation, production 
mig:ht be so adjusted to consumption, and supply to demand, as 
to render industrial crises impossible, observes that such au 
adjustment, without individual freedom iu respect either of 
production or consumption, is not inconceivable, though on terms 
involving the destruotion of civilization and all that makes life 

~rtb.bi.ving. 'But to reconcile it with indiTidual freedom is 



In the Economic World. 227 

11. problem comparable only with the quadrature of the circle. 
All the operations of fixed capital-ships, railways, factories, 
mines-involve production for the future; but how is the future 
to be foreseen ? '.. One may add that the • orthodox' theory of 
'Prices and pronts is as inconsistent as the socialistio programme 
with individual. liberty. It is & curious charaoteristio of the 
deduotive politioal economy that, in spite of its show of logic, 
its followers have never firmly grasped either their own premises 
or their conclusions. With Mr. Senior and Mr. Lowe they 
~urpose, for the most part, that the Msumption on which their 
theory of value rests is a universal desire of wealth. Indeed, 
ilome who no longer contend that the whole eoonomio world can 
be isolo.ted, for the investigation of its laws, from the moral and 
politioal world, are still disposed to hold that there is a depart
ment of economio phenomena, namely, that of oommercial 
-exohanges, values, and prioes, the laws of whioh may be deduoed 
from the single motive of pecuniary gain. No theory whatever, 
nevertheless, is deducible from that motive alone. You may 
know that everybody you meet between Belgrave-square and 
the Bank loves wealth of some sort, and money, as the means of 
purchasing all sorts; but what can you infer from that with 
respect to anyone's part or conduct in either produotion or 
distribution? Can you infer, either, that the Duke of West
minster will, or that he will not, sweep a crossing for sixpence II 
The late Lord Derby is said to have replied to an engineer who 
urged that a particular line of railway would add ten thousand 
a-year to his rental-' How do you know that I care to have 
ten thousand a-year added to my rent!!:l II ' The economist, 
however, need not ascend to too lofty a region, or perplex 
himself with 80 transoendental a question. He may take it for~ 
granted, like the engineer, that people do care for ten tho1ll!and 
a-year. Mr. Lowe's dootrine is not wholly unfounded, that the 
general love of money enables the economist to foretell human 
conduot. Just as from the strength of the impulses to marriage,. 

• u.b,r dtl V.rluitufIg der Product.otl8kr18m durell ,taatiicTil Fur,orge. VOIl 

Dr. Erwin N1I8S8. Holtzendorlf.Bren&no. Jahrbuch III. i. 
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together with observations of their consequences, you may 
predict that, other circumstances remaining the same, nearly 
the same number of young men in business will marry this 
year as last; 80 from the strength in this country of pecuniary 
interest, and the course of conduct it has been found for centuries 
to lead to, you may predict that; if business does not greatly lall 
off, about the same number of young men will go into it this 
year as last. For fresh youth recruits the commercial world 
ev~ year-not every tenth year, as a. cyolical theorist naively 
persists. But you can no more prediot from their love of money 
what prices and profits the young men will get in their business 
than from their love of "fair women what fortune they will get 
with their wives. And you might as well assume that, allowing' 
for difference of age, looks, family, and other attractions, the
fortunes the wives bring will be equal, as that, allowing, 
acoording to the orthodox formula, for differenoes in the nature 
of their employment, they will make equal ,rates of profit on 
their capital. Here the real main postulate of the deduotive 
economist comes in. They cannot, he says, make a higher rate 
of profit in one business than in another, because other people
will not allow that if they know it, but will cut in at once. 
And he assumes that they do know it. He assumes that the
choice of occupations and investments, and the movements of 
labour and capital, are determined by knowledge 80 accurate 
that the result is the same percentage of profit on capital all 
round, and a scale of comparative prices in proportion to the 
quantity and quality of the labour and sacrifices required to 
produoe commodities, or their comfarative cost of production. 
He prediots, in short, that the price oI any given article will be 
Buoh as to give ave1age profit to its producers, after pa.ying the 
labourers average wages. If you object that prices fluctuate
in the roost unforeseen manner-that producers, BO far from all 
getting 'av~rage' profits, meet with the most ~erent fortunes, 
some being ruined, and some becoming millionaire,,-his exouse 
is ready. Political eoonomy, he tells you, with an air of 
o:(fended dignity, is a soienoe of tendencies in the long run, and 
in the absence of disturbing ca:rses; it does not predi<Jf; in 
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individual cases. A great general used to say that a man who 
was good at excuses was never good for anything else; and 
nearly as much may be said of a theory. But the deductive 
economist has really no title to the exouse, suoh as it is. 
His theory of profits and prices, when examined, will be found 
to claim to be true, under all oircumstanoes, in the case of every 
individual in trade and of every partioular article, and to 
foretell the exaot rates at whioh goods will be sold. His theory 
()f taxation is an application of his theory of profits and prices; 
and it proceeds on the assumption that prioes will actually 
(lonform to the ~ost of produotion, so nioely in. every partioular 
(lase, that every speoial tax on any commodity will be recovered 
by the -producer from the consumer, with a profit on the 
advanoe. No one was less disposed th~ Mr. Mill to strain the 
()rthodox system till it cracked; and in his ohapter on the 
relation of oost of produotion to value it is somewhat vaguely 
laid down that, as a general we, things tend to exohange at 
such value, that is, to sell at such prices as Will enable each 
producer to be repaid the cost 9f produotion with ordinary 
profit. But when he comes to taxes on commodities he affirms, 
in accordance with the orthodox theory, t,hat 'there are hut two 
cases in which duties on comm~dities can, in any degree or 
any manner, fall on the producer.' The excepted cases do not 
(loncem the question; and in the case of customs and excise 
duties, trade licenses, and various stamp duties, taxes, and rates, 
the strict theory is, that a producer recovers all special taxation 
with a profit in everyparticuIarinstance. No disturbing causes 
()8J1 be pleaded, nor can the trader obtain a postponement of 
taxation until it becomes certain that he will be reCOuIJed 1>, 
his customers. 

The orthodox, a priori, or deduotive system thus postulates 
muoh more than a general desire of wealth. It postulates, also, 
suuh full k.nowledge of the gains in different employments, 
and suoh facilities of choice and change of employment, that 
any Ilpecial tax can be evaded or shifted. A case where the 
(londitions seem sufficiently realized will illustrate the matter. 
Indoor and outdoor servants meet in the same establishments, 
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and are in the closest relations; they know each other's wages. 
perquisites, and circumstances exaotly; and the classes reoruiting 
them both are the same, and equally well-informed. The son 
of the gamekeeper, gardener, coachman, or groom, knows a& 

well as. the butler and footman how the indoor servants are off; 
and he knows that, if the duties were abolished, the oondition of 
outd9.£l' servants and labourers, who buy their own tea and beer, 
would be improved. It is therefore a reasonable inference that 
masters who supply these articles to their ~indoor servants give, 
or may give if they like, lower wages in consequenoe of the 
duties, and that indoor wages would rise if the duties were taken 
off, so that their real incidence tnay be said to be on the servants. 
To confound this case with that of indirect taxes in general, as 
a reoent writer has done;"to is to fall into the fundamental error 
of the a priori system of confounding the unknown with the 
known in the economic· world. The farmer, the merchant, 
the manufacturer, the innkeeper, the grocer, the tobaoconist, the 
publican, do not know the profits of other businesses, and are, to 
a very small exten~, recruited from tlle same classes. Farmers, 
for instanoe, as :Mr. Bear says,' as a rule do not go out of 
farming until they are ruined.' :Most of them know no other 
means .of getting a living. without sinking into the position of 
stewards and bailiffs-a. class far too numerous already. Agai\l, 
the master can stop the amount of the duties at the time 
he pays his servants their wages, whereas a trader's premises 
may be burnt down, or he may become bankrupt a week after 
his rates and taxes are paid, and before the sale of allY part of 
his stock: the payment, indeed, may be the last straw that 
breaks an overburdened baok. :Many men in trade, during the 
last four years, have failed to recover their taxes in price8~ 
because they have failed altogether. 

Adam Smith's economio theory was mainly a. theory of 
production a.nd abundance, or, in his own words, of • the great 
multiplication of the productions of the different arts in con
sequence ~f the division of labour, which occasions that universal 

• Mr. H. Sidgwick, ForltiigfttlV R,ww, February, 1879, p. 304. 
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opulence which extends itself to the lowest ranks of the people.' 
With distribution by mea.ns of excha.nge he was ooncerned 
chiefly as promoting the division of labour, and thereby the 
plenty and variety of commodities. With Ricardo distribution, 
as he states in his preface, became the ohief problem, a.nd he 
elaborated a theory of exchange values, wages, profits, and 
prices, irreconcilttble with the fundamental principles of Adam 
Smith's theory of production. Industrial liberty and the di
vision of labour, the two pillars of Adam Smith's system, 
produce an eoonomio world, the vastness, complexity, and in
cessant changes of which are absolutely incompatible with the 
main postulates of the Ricardian theory, that the advantages 
Rnd disadvantages of all the different occupations are known, 
that competition equalizes the' rewards of both labour and 
abstinence, and that the prices of commod,itif!s therefore are 
determined by the respective cost of produotion. The whole 
deductive theory of distribution rests on that postulate. It is, 
indeed, because so much has been built on it that scrutiny of 
the ground it stands on is resisted and resented. The system 
rests on the wrong end, the superstructure supporting the foun
dation. For though it is true in logic, as in mechanics, that 
nothing is stronger than its weakest part, it is not 80 in matters 
of opinion, whether in politics, religion, or phPosophy. A 
seemingly symmetrioal system has in itself charills for many 
minds, and the interests bound up with orthodox economics are 
various and strong. The opponent of direot taxation, for in
stance, is well pleased with a. system which teaches that taxes 
on trade and oommodities fall with perfeot equality; and had 
not their inequality been thus put out of sight, Mr. Gladstone 
could hardly have dreamt of the enterprise of alJolishing the 
inoome tax. 
, In Adam Smith's time a revolt against the blundering in· 

terference of the State led by reaction, in both England and 
France, to an overweening trust iu the enlightenment and. 
sagacity of individual interest, with which the notion of keen 
insight into the condition of every employment was in ha:r
mony. But there was also in a oomparatively lIlllall, simple, 
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and stationary economic world better reason to assume the 
existence of such insight. It might, for example, be not irra.
tionally conjectured that in a little village o.t the present day 
every man knows all his neighbours' affairs. To jump from 
that to the conclusion that everybody in England knows the 
affairs of everybody.else is the leap that Ricardo and his fol
lowers have made. The present writer, after persona.l inquiry 
80m~l'ear8 ago in villages and small towns within the United 
Kingdom and on the Continent, was led to doubt that even in 
a. modern village is there such a knowledge of profits as the 
deductive economist assumes. The village innkeeper, publican, 
or shopkeeper, who is making a small fortune, does not invite 
competition by telling his neighbours of his profits; and the 
man who is not doing well does not alarm his creditors by ex
posing the state 'pf his affairs. If you take a. whole country 
like England, it becomes a. matter of accident, situation, and 
personal history and connenon, what a. man knows about the 
state of any particular business. There are people in London 
and elsewhere "'ho know more about the state of trade and the 
openings for 'rlapital and enterprise in Oalif9rnia, China, and 
Japan, or so~e South American State, than in their own 
country, and' who could more easily make their own way, or 
push on their sons or their nephews, in a place some thousand 
miles off, tMn in their own town. The distinction which Mr. 
Mill has dr8~ between international trade and home trade, in 
respect of the transferability of labour and capital and the 
equalization of wages and profit, if it had once some founda
tion when trade at home was simpler and better known, and 
when fore'ign countries were almost wholly unknown, cannot 
now be sustained. Not that the doctrine of the equality of 
profits and of the sletermination of comparative prices by com
parative cost of production is now applicable to both, but that 
it is applicable to neither. It was a step in the right direc
tion to recognise its inapplicability to the exchanges between 
different countries, but the further step is now required. of 
ab.andoning it .altogether. 

In both home trade and international trade the migration of 
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labour and capital has some effect on WI ges and profits, and the 
-()omparative cost of producing different ( mmodities some effect 
-()n their comparative value and price; but in both cases the. 
-effect is uncertain, irregular, and incalcuIl\ ble. In neither case 
is there an equalization of either wages r profits; in neither 

-case do prices conform to the Ricardia law of cost. If a 
particular business is known or believe~ to be flourishing, 

·capital flows into it; but it also floWil in~ businesses that are, 
in reality, very unprosperous. One has onl~O keep one's eyes 
()pen in the streets of London to see, year after year, shops fail, 
-disappear, and reappear with another name over the window, 
though the locality evidently does not suppo t them. Save in 
-so far as the prosperity of their own business" depends on that 
()f others, the people in one trade know little lor nothing of the 
condition of other trades, or no more than the' newspapers tell 
them. So far, too, is the producer of one article from knowing 
the cost of every other, that often he does not know what the 
cost of his own oommodity is to other producers in the same 
business. That varies with the method they follow, theil' 
aituation, connexion, and the rapidity of their returns; the 
solvency of the people they give credit to, and the number of 
bad debts; their own credit; the economy, the skill, care, and 
invention exerted by both themselves and thoBe under them; 
luck, and many other conditions. Ricardo and his followers 
have assumed labour to be the only element in the cost of 
production, and the only productive power: and the notion has 
had pernicious consequences. Capitalists have been led by it to 
look to reduction of wages as the only means of keeping up 
profit, and labourers to suppose that every increase of profit 
must have arisen from their own work, and be at their own 
cost. All the sophistry in the literature of Socialism has not 
given birth to a more misohievous fallacy than that contained 
in the Ricardian dogma: "The rate of profit is never inoreased 
by a bettel' distribution of labour, by the invention of maohinHry. 
-()r by any means of abridging labour, either in the manufacture 
O()r the conleyanoe of goods. These are causes whioh operate on 
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price, and are benefioial to consumers; but they have no effect 
whatever on profit. <')n the other hand, every diminution in 
the wages of labour ra/.lSes profit.' • A capitalist, no less thaD a 
statesman, may, by 'ng thought, add a cubit to his stature. 
He may diminish his utgoings and augment his returns without 
lowering wages. T e soil, the seed, the animals, the coal, th& 
maohinery, the che 'cal agents that capitalists employ, have 
prodmtive. powers; their own brains have productive powers; 
and all these forCE1s may be made, by skill and economy, to 
produoe more at )less cost. Mr. Mill made, doubtless, an 
important correctidn of Ricardo's language in saying that the 
rate of profit depebds, not on wages, but on the cost of labour; 
but the cost of labour is only one of several conditions affecting 
the result. f 

What is or tna.y be known generally, with respect to com
modities, is not the cost-still less the profit-of producing 
them, but theit actual market price. People in a particular 
trade may further know wha.t profit a particular price yields to 
themselves, though the same price may give very different 
profits to different producers. People outside the trade, again. 
may know whether the present prices of the things produoed in 
it are above or b~low the usual level. But not even the people
in the trade can know what the price will be six months henco. 
When the price' of an article-say coal or iron-is above the 
usual level, capital is attraoted to its produotiollt and bills 
increase in the business; but no examination of the entire 'field 
pf employment is known or attempted. In truth, the choice 
of employment runs in a very narrow groove. There is, n() 
doubt, a tendenoy of trades to localize themselves, like cotton 
manufacture in Lancashire, in the places with the best natural 
aptitudes for them. But in the degree and manner in which 
this localization takes plaoe it is le.rgely the result of want of 
information, and want of originality and enterprise, and is far 
from effecting the best distribution of industry. Men follow 
eaoh other, like sheep, in Hocks, though the sheep are not wise in. 

• Ricardo'. Jl'qrk" ed. M'Cnlloch, p. 49. 
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infeniug that ~herever there is enough good gr~ for a few, 
there must be plenty for the whole flock that goes aftor them. 
Belfast is well situated for the manufacture of linen, and has a. 
trained population, with hereditary aptitudes; but that is far
from affording adequate reason for the fact that almost everyone 
there with capital has, for the lAst two generations, gone intI> 
linen; for the place and people have capacit~es for other manu
factures. The Belfast people have put almost all their eggs in 
one ba~ket. There has been a great over-production of linen; 
anJ the rese is only one of many. showing that Chancellor 
Oxenstiern's saying, ' Quantnla aapientia regitur mundus,' is as 
trne of the commercial as it is of the political world. 

Instead of the world of light, order, equality, and perfect. 
organization, which orthodox political economy postulates, the
c()mmercia.l world is thus one of obscurity, confusion, haphazard. 
in which, amid much destruction and waste, there is by nl> 
means always a survival of the fittest, even though cunning be 
counted among the conditions of fitne!lS. 'The race is not to 
the swift, nor the battle to the strong, nor yet riches to men of 
understanding; but time and chance happeneth to them an.' 
The part of chance in the matter is really so great, the venture 
so often chiefly at other people's risk, and the ramifications of 
commercial relations and credit, the sudden changes in the 
aotivity of business and in demand, the fluctuations of prices, 
make the trader's future dependent on so many other conditions 
than hi. own skill and care, that not a few hardly try to exercise 
judgment or foresight. The Duke of Wellington is said to 
have replied to a lady who besought him to tell her how th& 
Battle of Wat6rloo waa won: • Well, madam, we pounded and 
they pounded, and we pounded the hardest.' If the story is 
correct, the Duke probably thought no better account of a battle 
intelligible to a woman; but many men nowadays seem of 
opinion that the only way to succeed in the battle of life is to 
pound the hard~st as long as they can, especially if they can d.o 
so with metal from other people's magazines. The very word 
'speculation' has undergone a perceptible change of meaning, 
denoting something much nearer gambling than it once aid. 
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Adam Smith spoke of certain empl"yments in his day as 
lotteries-' the lottery of the law,' • tie lottery of the sea,' for 
example-and of the absurd presumption of mankind in their 
own good fortune in respect of such lottt~ries. Now almost 
every trade has become a lottery, and h.lman presumption has 
in no respect diminished. 

The ignorance and blindness with wlullh modcm hade ~!I 
(larned on are, as the foregoing pages ~\'V8 shown, partly 
inevitable and irremediable, resulting as thf'J" do, to a. great 
extent, from the COD sequences of industrial an'! commercial pro
gress on the one hand, and the limit~tions of human faculties 
on the other. So much could never be kno,,"u, in a free and 
progressive wo~ld, of the condition and prcspects of every 
employment, Dor could the transfer of labour and capital. 
become so easy, as to produoe an approximatiolt to the equality 
in the rate of profit imagined by the orthodox economist. IIis 
system has, indeed, done much to defeat itself and to aggravate 
the obscurity, disorder, and inequality. By assuming that the 
laws determining profits, prices, and the division of employment. 
are fully understood, and pursuing the method of deduction 
from arbitrary assump'tions to the neglect of the investigation 
oof facts, he has left us in darkness with respect to many matter8 
as to which the economic world might be less unknown than it 

• is. Arthur Young's 'Tours,' Tooke's 'History of Prices,' 
Porter's' Progress of the Nation,~ 'I'horold Rogers' 'History of 
Agriculture and Prices,' Oaird's ' English Agriculture in 1850,
the so-called' Domesday Books '-inaccurate as they are-the 
i Agricultural Statistics,' and those relating to trade and to 
income, together with the Reports of many Padiamentary 
Committees, afford an example of the facts that might be 
gathered, marshalled, and sifted. We might by this time have 
an almost complete industrial and commercial map 01 the king. 
dom, showing, for the last forty years, the distributio1,l of trades, 
th., changes in the methods of both manufa.cture and farming, 
the migration of their sites, the new employments invented, the 
nUDlber of perS01l8 in every employment in each successive year, 
the fluctuations in the prioos of both commodities and labour, 
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not in the chief markets only, but in every town and parish, aud 
the main changes that have taken plaoe in the nature, amount .. 
and distribution of national wealth, and other causes. Mr. 
Bagehot, critioising the plea of a German economist and statist, 
Dr. Gustav Cohn, for a. close investigation of all facts relating 
to banking and other departments of industrial and commercial 
economy, oalled it, by way of disparagement, • the all-case 
method,' affirming that no disoovery was ever 80 made. It 
""ould be nearer the truth to say that no discovery was ever 
made by the no-case method. To imagine that a clever man, 
with his eyes shut, can think out the laws of the economio 
world is as reasonable 88 to suppose that he could, in the same 
manner, discover the laws of the physical world. In chemistry P

in natural history, in physiology. in physical astronomy, 
discoveries 8re made every year by the all-case method-=-by 
neglecting no phenomenon as unworthy of observation, and 
investigating every case that presents itself, with a view to. 
ascertaining its causes and laW8. The economist might acquire
by this method something of the faculty of prediotion which 
Mr. Lowe claims for him. The relation, for example, between 
the economy and the law of a country, and between the move
ments of both, is one of the cases in whioh a power of prevision 
may be acquired by the inductive method. When Mr. Lowe 
affirms that political eoonomy is the only department of political 
and moral science in which prediction is possible, he forgets that 
all the laws of civilized sooiety are based on the assumption that 
the conduct of the great majority of its members can be foretold, 
that they will obey the laws, and that certain consequences, 
moral, pdlitical, and economio, will ensue. Were it otherwise, 
the desires of which the various kinds of wealth are the objects 
would lead, not to industry and commerce. but only to plunder 
and theft. In relation to the present depression of trade, 3I). 
instance may be given of the power of prediction the lawyer 
possesses. As Auguste Comte well said, 'to predict the future 
you must be ablfl to predict the past. where your predictions can 
be verified and your method put to the test.' The following 
pl'ediotion of the past, proving II' power of predicting the future, 
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is in point. Not long ago, an eminent ·economio authority, 
Mr. Jevone, referred, in a letter in the' Times,' to the number 
()f bankruptcies in the United States in I8iS, in support of his 
theory of a decennial solar cycle, resulting in regular periods of 
-depression and commercial crises. An eminent legal authority, 
-()n the other hand, Mr. Francis Reilly, observed at once til the 
present writer, that Mr. JevoDs should have inquired whether 
-aDything besides the number of sun-spots had changed, adding, 
tha.t the American bankruptcy law varied, and as in this 
country the number of bankruptcies varied with the law, he 
believed it would be found to be so in the United States. Soon 
afterwards facts were published, proving that this prediction of 
the past was well-founded, tllat the great number of American 
bankruptcies last year arose from the de!\ire of debtors to take 
advantage of an expiring Act-too liberal to defaulting traders
and that Mr. Reilly might draw an Act that would much 
diminish the number of fraudulent bankruptcies in England, 
and possibly baffle Mr. Jevous' solar cycle in 1888. 

Again, although the modern commercial world is, by its 
nature and constitution, by the ever-increasing extent of its 
area, not only one of perPetual change, but liable to sudden 
and unforeseen disturbances, yet the very perception of this 
fact and of its causes gives a power of prevision. A curious 
:and instructive example of the error of the a PI"t'ol'i economist 
-on this point will be found in Ricardo's chapter on natural Rnll 
market price. He could not shut his eyes altogether to the faet 
that there were fluctuations in prices and profits, disturbing the 
order and equality his theory Rssumed, and was compelled to 
admit that the termination of the great war with :Franoo, for 
example, had deranged the previous distribution of employments 
in Europe, and destroyed some of the occupations of capital
But he proceeded at once to set aside suoh changes in hi. 
exposition of the laws of wages, profits. and prices, on the 
assumption that they were equally operative in all states of 
society-an assumption absolutely false in itself, and assuredly 

• Ricardo'. Wdl h. ed. lI[,Culloch, p. 48. 
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not 8. reason ,for leaving the phenomena in question out of 
(lonsideration, had it been true. 'IIaving,' he says, f fullt 
acknowledged the temporary effects which, in particular -em
ployments, may be produced on the prices of commodities, as 
well fl.S on the wages of l~bour and the profits of stock, by 
acoidental causes, Binre tllese effects are equallv operative in all 
8tate8 Qf 8ocietv, we will leave them entirely out of our con
sideration, whilst we are treating, of the laws which regulate 
natural prices, natural wages, and natural profits." That is to 
eay, in discussing the natural as distinguished from the posi
tive laws governing the distribution of wealth, he ignored the 
essential difference between stationary and progressive society
between the ancient economio world, with its simple and ous
tomary methods and prices, and the modern, with its vastness, 
(lomplexity, inoessant movement, and sudden vicissitudes and 
fluctuations. The changes whioh he set aside as the results of 
• acoidental oauses' were mainly the natural and inevitable 
consequenoes of the constitution and course of the economio 
worM in whioh he lived. But even disturbances which arise 
from political and other Causes of a different nature ought to 
be taken into aooount by both the theoretioal eoonomist and the 
practical man of bUliiness, as inseparable from the world and 
the age in which we live. The present depression of trade 
has been attributed to various temporary causes-the Franoo
German War and its oonsequenoes, the war in Turkey, the im
mense military expenditure through Europe, the demonetizing 
of silver, a succession of bad harvests' at home, and' famines in 
Inilia and China. These are not, in truth, the only causes of 
the depression which has arisen in a great measure, as already 
explained, from conditions inherent in modern economy; but 
even the temporary ooourrences referred to have nothing really 
abnormal in their oharacter: they are natural incidents of the 
world and the age,' and as such should have been inpiuded in 
the speculations of both eoonomists and men of business. 1't is 
written, indeed,' that 'he that observeth the winds shall not , 

• Ricar~o·. W'orkl, ed. M'Culloch, p. 49. . 
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sow, and he that ohserveth the olouds shall not reap;' but he is' 
& 'poor husbandman who reckons on nothing but fine weather. 

The present article has kept the industrial and commercial 
side of the world ohiefly in view; but it would be a fundamental 
errOr to regard the eoonomical world as hounded by oommerce 
and, industry, or as containing no other phenomena. whose laws. 
it is the object of ,Political economy to investigate. The desires.. 
for_various kinds of wealth' are not the ooly motives on which 
the production and distribution of wealth depend j the economist 
must penetrate even into the most romantic passions and senti
ments of the human heart. There, too, all is not unknown, or 
beyond scientific, or even oommercial, prevision. No writer or 
his time had a keener insight into the secret springs of the 
movements of society, when he was not in economio leading
strings, than Mr. Bagehot, who has finely observed that' the· 
range and force of some of the finest impulses and affections of 
young hearts enter largely into the ealoulations and anticipated 
profits of the speculative builder.' Stop for a twelvemontlt 
marriages of the most sentimental order-those of pure love
and many builders and house-owners will be ruined j many 
clergymen, lawyers, and dootors impoverished; and a generation 

,henoe it will be felt in the labour market, and in every trade 
and profession. But marriages for love will not stop for II,. 

twelvemonth; the calculation of the Registrar-General will not. 
be defeated; clerical, legal, and medical functionaries will be 
employed, and five-and-twenty years hence sons of this year's 
lovers will be found in every vocation. A critio has severely 
rebuked the writer for having, in a previous article, controverted 
Mr. Lowe's proposition that the desire of wealth is the single 
motive in human affairs on which predictions can be founded, and 
that • in love, war, and politics, prediction is impossible.' 'He ac
tually,' the critio' says, • adduces the fact that we can predict, within 
a certain small limit of probable error, the number of marriages. 
for any year, as a proof that economio phenomena do not depend 
on the op~ration of a single motive. He could not have chosen 
a more unlucky example; for the merest tyro in statistical 
inquiry is aware how closely the number of marriages is con-
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nected with the price of grain, and this in all countries. No 
one can possibly look at the curves representing these two facts 
without seeing that the price 01 grain determines the movement 
of the marriages.'- The critio would appear to hold that the 
single motive to marriage is to go share in a big loaf. But it 
is true that, although only the poorest olass is restrained by the 
price of cgrn, when bread is dear many poor persons are unable 
to marry for love. The curious thing is. that in England, 
among a nation of shopkeepers, marriages are more commonly 
for love than in France, where the tender passion is supposed 
to 1'e more easily excited; and that if the love of money be 
anywhere the single motive from which transactions in the 
matrimonial market can be foretold, it is at the other side of 
the Channel. In all countries, however, the forces by which 
the economic world is moved are many and complex; and it is 
ouly by a searching investigation of its actual movements that 
the laws by whioh these movements are governed can be known. 

It is not I1leant that deduction has no place in economic 
science; every inference from, or application of, a gener~l 

prinoiple is a deduction. What is meant is, that politioal 
economy has not reached the stage of a deductive science; that 
the fundamental laws of the economic world are still imperfectly 
known; and that they can be fully known only by patient 
iuduotion. The aphorism of Bacon, moreover, respeoting the 
application of human laws, should be oonstantly present to the 
mind of the student of economic laws :-' Cohsequentiae non 
est consequentia; sed sisti debet' extensio intra casus proximos: 
alioqui labetur ad dj.ssimilia, et magis valebunt aoumina 
iugeniorum quam auctoritas legum.' The theory of profits, 
pricos, and taxation, referred to in a' previous page, affords an 
instructive instance. That everyone desires money is a oonse
quence of the faot that money is the oommon medium of 
exohange, and purohases everything. But every subsequent 
link in the chatll of circumstances deduced in the orthodox 
theory is defective-that there is a oonsequent equality of both 

.. The Stati.t, Jannary 4th, 1879. 

R 
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wages and profits; that PI1ces are, therefore, in proportion to 
cost of production; and that a. tax on any srecial trade or 
commodity ralls necessarily on the consumer, and cannot fall 
on the producer. Small capitalists have been driven out of 
several trades by taxation, and it is thus possible that in parti
cular ca.ses so-called indirect taxation, by ruining producers, 
may. cause the stock-in-trade. to be sold at a. sacrifice to 
con5llmers. 

Two conolusions at least, it is hoped, many readers will 
concur in-that the economic world is still, in a great measure, 
a.n unknown one; and that to know it economists must ex
plore it, as geographen have explored the world of physical 
geography. 



XVIII. 

THE llISTORY AND FUTURE OF tNTEREST AND 
PROFIT.-

TnE hil$tory of interest, whioh involves that of profit, is COD

nected with fundamental ohanges in human society, and in the 
iden.s and feelings on whioh it rests. It raises, too, economio 
and Booial problems of no little importance for the future of the 
civilized world. Once it was a question wholly of moral and 
religious sentiment, at length embodied in positive law, whether 
interest were permissible, and, if so, what rate should subsist. 
A generation ago in this country all restraint of its rate. 
togl'ther with all other interference on the part of sooiety at 
large, or the State, with peouniary 4lealings between adult. men, 
soomed definitely abandoned. But on ~e Continent of Europe 
the legitimacy of interest is vehemently disputed by the adherents 
of Socialism; a feeling against it is growing up in the United 
States; and even in En gland, although no speoial question about 
interest has been raised, there are indications of a tendency to 
revert to anoient ideas on kindred subjeots. 

The medimval reprobation of interest under the name of 
usury has often been ascribed to the Christian Church, but 
its origin may be traced to a much earlier stage of sooiety. 
Churchmen and canonists, doubtless, appealed to Christian 
doctrine, as well as to Aristotle's doctrine, that interest. is 
unnatural, because money, unlike com and cattle, is barren a.nd 
cannot beget money; and since nothing is lost by the loan of 
an unproduotive commodity. they argued that the lender '\'las 

• FrPhlig"UV R...w... November lst, 1881. 
B2 
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in equity entitled to no recompense. But Aristotle himself 
unconsciously sought to justify a notion inherited. from pre
historic times, when Ithe members of each community still 
recognized each other + kinsmen; when communism in property 
existed, at least in p~8Ctice, and no one who had more than he
needed could refuse I to share his superfluous wealth with a 
fell?!.tribesman in )want. Tacitus, who remarks that usury 
was unknown to the ancient Germans, tells' also that anyone 
might enter the ,house of a. German, and ask for what he 
pleased: receiving it as a matter of course, and placed under no 
obligation by the gift. Describing, in like mauner, the ancient 
customs of the Eskjmo, Dr. Rink says that i1 anyone had 
anything to spare, 'it was ranked among goods that were 
possessed in common; and if II man borrowed the boats or 
weapons of another, he was not hound to give 'the owner any 
compensation for damage or 108s. The usages and sentiments 
of arChaio communism survived in various forms long after 
private property, even in land, had grown up. Far down in 
the middle ages, the rich man who closed his hall-door, and 
dined in 8 private room with his family, was a byword for 
extraordinary selfishness an~ meanness. Many other medireval
customs and opinions ~ad their original source in pre.historio 
tribal and family ideas, and in the practices of a stage of social 
evolution when each little community deemed its~f one in blood 
and ancestral gods, and individual proprietary rights were most 
imperfectly developed. The maxim' Natura non facit saltum· 
is true of the social 88 of the pbysical world. The structure of 
English medimval society, especially on its economic side, had 
throughout 8 foundation of which tbe original type must he 
looked for in archaic kinship. The guild was a brotherhood 
bearing all the marks of deriving its organization and funda
mental ideas from the ancient joint family. The township or 
'Village community bad been constituted either by actual kinsmen 
or by a body of men organized as such. The typical town was an 
expansion of the township. The nation was an amalgamation of 
tribes wllose tribal ideas survived in various forms. On all sides 
social structures, practices, and notions existed, descending from 
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a time when neighbourhood was scarcely possible without blood 
relationship or fgrmal adoption, unless in the case of the 
oonquered Berf. The feeling of actual kinship might have 
disappeared in that of membership of a 10co.1 community bound 
together by ancient customs, rights, and obligations, but neither 
townsmen nor countrymen could have conceived individuals 
dwelling in the Bame place, without bond, connexion or reoiprooal 
duties, each pursuing what life and ocoupation he thought fit, 
controlled neither by his neighbours, nor by anoient local usage. 
The theory of medimval prices had grown out of the archaio 
idea that the vendor of a. oommodity or the labourer for hire in 
a. neighbourhood was either a. member by descent or adoption of 
theloco.1 community, or its servant, and in either case bound to 
conform to its usages, to- render to it honest and loyal service, 
and to acoept customary or equitable remuneration. - And the 
(lonnexion is olose between the prohibition of interest and the 
penalties in the early statutes against forestalling, engrossing, 
and regrating. The forestaller was regarded as seeking au 
.exorbitant profit, not by honest work, but simply out of the 
necessities of a neighbour, who stood in the shoes of the ancient 
kinsman, and had inherited, as it were, the moral rights of one. 
A mnn was held entitled to a fair price, determined oommonly 
by custom or authority, for work or produce, but not to a,profit 
on buying or storing up things of which his fellow-townsmen 
stood in need. Dr. W. von Ochenkowski, in a recent work of 
merit, • Englands wirthschaItliche Entwickelung im Ausgange 
des Mittelalters,' lays too exolusive 0. stress on the duty which 
the medimval citizen owed to the State. That duty plays an 
important part in medimval economy; but Dr. von Ochenkowski 
overlooks the nearer duty which the burgher owed to the civio 
Lody, and the inhabitant of a. township or manor to the littJe 
village oommunity and its lord. 

The fundamental idea. of modern English economy-that 
.every man should be free to follow his own pecuniary interest 
as he thinks fit without fraud-does not distinotly emerge until 
the sixteenth oentury, in whioh Shakespeare deplored the decline 
()f the loyalty of the antique world, j when service sweat for 
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duty, not ,for mead.' Yet we may deteot in oommercial towns 
an earlier break with antiquity in respect of dealings between 
lenders and borrowers. Two opposite practlcos in relation to 
the payment of iuterest co-existed in the fourteenth century, 
one descending from social infaucy, the other developed in the 
progress of intercourse between mercantile people-a.mong 
whom, moreover, the clergy were in no great esteem-by 
experj~nce of the needs of trade. There were ordinances of the 
Mayor of Loudou against usury, but they were rarely enforced, 
aud seem to have been chiefly aimed against foreigners and 
the high rate of interest they exaoted. The civio authoritie& 
formally sauctioned in the case of citizens what would now be 
!egarded as an enormous rate at interest, and passed llcoount& 
in which it was ~charged, as in accordance with 'the custom 
of the city.' The city records show that the fortune of a ward 
was customarily intrusted, to his guardian to employ in his own 
business, paying interest at ten per cent. Thus, in 1374, the 
aocount of a mercer was duly presented respecting '£300 
belonging to It minor, son of a late citizen, and delivered to the 
mercer to trade with.' The mercer' charges himself with £300 
so reoeived, and with the increase by way of profit, four shillings 
being paid yearly for the' use of every pound according to the 
custom oHhe city, of whioh he asks that he may be allowed two 
shillings in the pound for his trouble, according to the oustom 
of the oity.'· The oustomary rate of profit is here computed at 
twenty per cent., the customary interest at ten per cent., or haH 
profit; the rate of profit being 'double interest,' as Adam 
Smith says it was in his time, four hundred years afterward:>, 
The Act 37 Edward III., o. xi., which puts merchants, citizens, 
and burgesses with a capital of £1000 on the same footing in 
point of expendible income as landowners with £200 a-year, 
proves that twenty per oent. was then considered the customary 
'rate of profit in the commercial towns of the kingdom. It is 
observable, too, that ten per cent., the customary rate of interest 
among the tradespeople of London in Edward III.'. reign, is 

• Riley's X'lnOl illls oj London, p, 373. CODlpare a &hmonger'a lIOOOunt, .bld .• · 
lip. 446, 447. 
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th~ rate permitted by the Act of Henry VIII. in A.D. 1546, 
which first legalizetl interest, so that it seems to have been still 
regarded at the latter period not only as the traditional rate, but 
also I1S moderate· and reasonable. 

We must not, indeed, take the profit and interest customary 
in commercial towns in the reign of Edward m. as repre .. 
senting rates current throughout the country. The profits of 
agriculture after the pestilence in the middle of the fourteenth 
century, lowered as they were by the rise of wages consequent 
on depopulation, could not have bome 11 rate of interest ap
rroaching to ten per cent. on the capital engaged in ordinary 
farming. Outside of the region of town trade no regular or cus
tomary rate prevailed. Unless among townspeople, money in 
the Middle Ages was usually borrowed not to make profit, but 
because the borro'wer was in need, and the interest was often 
extortionate. In many cases the penalties on usury prevented 
loans altogether. The amount of acoumulation, moreover, in 
the Middle Ages was small, and but little of it took the form 
of coin, the only loanable form of capital, even townspeople 
commonly investing theu savings in land, cattle, sheep, plate, 
household stuff, and olothing. The amount of capital that 
could be put into trade was limited in various ways, and, save 
in trade, loans for interest were surrounded with danger,. dis
credit, and trouble. Money, too, that is to say ooin, \vas scarce. 
The English silver mines had beoome exhausted in the four
teenth century:· the Papal See caused a constant drain of 
treasure; foreign war was another source of pecuniary loss; 
Ilnd base money from abroad supplanted the sterling ooin of 
the realm. Monasteries and great landowners not un frequently 
raised loans, but there was so little lending throughout the 
country, that we may confine our attention to the towns. 

Several questions arise with respeot to interest and profit 
in the towns. How did so high a rate of interest as ten per 
cent. come to 8ubsist in medimval trade P Why did it oontinue 

• See Dr. Georg Schauz's excellent work, :&agl,"'" Hlltld,lspolitik, "11m Ena
deB M,tt,lalUr', i. pp. 492-494. 
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at the 8ame rate, neither fluctuo.ting from time to time, nor 
declining on the whole, 0.8 it has done in modern times? How 
'Was s. customary profit of twenty per cent. established? The 
high rate of interest in the Middle Ages has often been 8.scnoed 
to the insecurity of capital. But unless in foreign commerce
which as yet was chiefly in foreign hands, and in which there 
'Was danger of both piracy and shipwreok, and great gains and 
great.losses were made-trade risks were lesll in t.he Middle 
Ages tban they are now. Trade. in general, was carried on in 
a. small, oustomary, circumspeot way, regulated by guilds and 
oivic authority; demand and prices could generolly be estimated 
beforehand; and there was little or nO speoulation. The rate 
of commercial interest was not determined b'y the demand for, 
and supply of, money; had it been 80, it would have varied 
from time to time, instead of remaining steady at ten per oent. 
Its explanation mu.st be sought, first of all, in the rate of profit. 
Modern economists have for the most part assumed that com
petition proportions prices to cost of production and equalizes 
profit~. Medimval economy was based on very different prin
ciples, yet it brought about a much closer approximation of 
profita to equality, and a. much closer oorrespondence of prices 
with outlay, labour, and sacrifice. The medimval theory wu, 
that the trader owed to the community to which he belonged 
good artioles for reasonable and moderate remuneration, an(l 
should not seek his own 'singular profit;' while he wa.s, on 
the other hand, entitled to such profit and prices all yielded 
a sufficient livelihood to himSelf and his family-the fa.mily 
forming an important unit in the social economy. In Elfrio's 
, Colloquy of the Eleventh Century,' the Merchant says, 'I say 
that I am useful to the King and to ealdormen and to the rich 
and to all people. I ascend my ship with my merchandise and 
sail over the sealike plaoes, and sell my things, and buy things 
which are not produced in this land.' To the question, 'Will 
you sell your things here as you bought them there P' he 
answers, 'I will not, because what 'Would my labour benefit 
me P I will Bell them dearer here than I bought them there, 
tha.t I may get some profit ~ feed me, my wife and children.' 
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Anything above a fair profit was regarded, like extortionate 
interest, as usurious, because out ot proportion to labour and 
cost. Thus the' Ordinances of the Plumbers,' approved by 
the Mayor and Aldernien of London in the thirtieth year of 
Edward III., ordain' that everyone of the trade shall do his 
work well and lawfully, and that for working a clove of lead 
for gutters or for roofs of houses, he shall take only one half
penny, and for working a clove.for furnaces, belfrys and con
duit pipes, one penny. Also that no one for any singular 
profit shall engross lead coming to the said city for sale, to the 
damage of the commonalty, but that all persons of the said 
trade, as well poor as rioh, shall be partners therein at their 
desire.' There were many ordinances, both royal and municipal. 
ill the fourteenth century for the sale of various commodities 
'at reasonable prices! The general standard. of I reasonable • 

. or fair price and profit was custom. Where the seasons, 8.11 in 
the case of food, or other circumstances made a customary price 
Impossible, the local authorities or the central government itself 
intervened to prevent sellers from taking advantage of the ne
cessities of buyers. There was abundance of self-seeking and 
greed of lucre, as well as of hypocrisy, in the medimval world, 
but they worked not through competitiQll, but through combi
nation; towns, guilds, companies, classes, grasping at exclll5ive 
privileges, monopolies, and gains. Men pursued their prey; as 
it were, in troops and packs. What was sought was not the 
gain of individuals as such, but of communities, corporations, 
fraternities, and orders. 

The causes determining medimval profit may then be easily 
understood. Its high rate was not the result, as in new coun
tries in modern times, of a. great productiveness of labour and 
capital, aided by prolifio natural agents. In a small, a.nd, 
compared with our own, a nearly stationary commeroial world
where the number of persons engaged in each trade was limited 
by guild ordiD.ances, or by the governing body of the town; 
where every business was carried on in accordance with ll5age 
-or rule,. even the amount of capital or work being often re
£trioted; where prioes were controlled by custom, publio opinion, 
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authority, or positive law-the ordinary rate of profit migllt be 
without difficulty measured, indirectly regulated, and kept a.t a 
high level. Twenty per cent. came llC!)Ordingly to be the cus· 
tomary rate of profit in the fourteenth century, and seems to 
bave co~tinued 80 long afterwards. Again, the customary rate 
of interest in mediroval trade was half profit, or ten per oent., 
not because the competition of lenders and borrowers resulted. 
in -suck a. rate-for competition would have produced a. ~uo
tuating, not a stable or customary rate-but, it may be rea· 
son ably conjectured, on the same principle that prevailed in 
the common European tenure of metayage, that the person 
furnishing the capital should get half of the produce, and the 
person performing the labour the other half. Throughout the 
greater part of Europe down to the sixteenth century tbe p~e. 
vailing rate of interest was ten per cent., and twenty per cent., 
or double interest, appears to have been the customary profit, 
at least in common opinion. 

The statute of Henry VIII.'s reign (37 Henry VIII .• 
A.D. 1546), which legalized interest at ten per cent., though 
prohibiting higher rates as usurioWl, opens a new epoch in the 
history of the subject. Interest was' now distinguished from 
usury. The same cause that had led the civio authorities of 
London two centuries earlier to sanction trade loans at that 
rate, now acted on the Legislature with respect to aU loaM. 
Economic considerations prevailed over early moral ideas and 
later theologioal dogmas .. The extension' of manufactures and 
commeroe called for an extension of credit, and interest was the 
foundation or raison d' eire of credit. The change was connected, 
too, with the Reformation and the decline of ecclesiastical 
authority, while the position and influeuce of merchants and 
oit~ens had risen. Tliere was, at the same time, & general 
tendency of legislation towards a relaxation of restraints on the 
disposition and use of property, of which the Statutes of Fines 
and of Wills are instances; commercial policy and the dictates 
of experi~nce superseding the notions of both archaio and feudal 
society respecting the inalienability of family property. Theo
logy r~covered ground for the moment in Edw.ard VI.'1f reign, .. 
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whrn 'a Dill against Usury,' in 1552, enacted that the late 
statute sanctioning interest should be 'utterly abrogate, void, 
and "repealed.' Dut in 1571, an Act of Elizabeth, following 
that of Henry VIII., again legalized intere~t at ten per cent. 
Tht?nceforward the Legislature intervened only to lower the 
legal rate, which early in the seventeenth Cl:ll:ttUry was reduced 
to eight, afterwards to six, and in the middle' of the eighteenth 
century to five per cent. These reductions might appear at first 
sight like attempts to tighten restriotions on dealings between 
lender and borrower; but they simply ;followed at a distance a. 
fall in the markot rate, whioh alwaYII averaged below the legal 
maximum. During Elizabeth's reign, though the Queen herself, 
at her acoession, had borrowed at twelve per cent. on acoount of 
the supposed insecurity of her ,throne, the market rate sank far 
below the lawful ten per cent. Throughout the seventeenth 
century the usual rate was five per cent. In the eighteenth 
century the interest on the National Debt stood at one time so 
low as three per cent. The immense loans oontraoted by the 
Government during the long war with li'rance afterwards caused 
a considerable rise; but the permanent tendenoy of the rate in 
modern tUnes, amid frequent fluotuations, has been to decline. 
In the later Middle Ages it stood, as we have seen, at ten pel." 
cent. ; while in the present year, according to the price of the 
Funds, it has kept close to three per oent. What hlLve been 
the causos of this fall? What conditions now govern the rate 
of interest P How are its incessant fluotuations on the one 
hand, anll its decline in the long run, on the other hand, in 
contrast with its stationary rate in former years, to be explained' 
ls a oontinuous fall to be looked for in the future P 

Many eminent writers before Adam Smith supposed that 
the fall in the rate of interest after the middle of the sixteenth 
century had been oaused by the change in the purchasing power 
of mpney, consequent on. the influx of silver from America. 
MonE\Y, they said, was worth less, and therefore less was given 
for the use of it. 'But, as Adam Smith has replied, 'the ohange 
in the purchasing power of money affected both interest and 
l'rincipal alike, and could not alter the proportion. Yet th~ 
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writers re£eITed to were not wrong in ascribing the reduction of 
interest mainly to the increase of money, though mistaken in 
their view of its mode of operation. It' was by augmenting, 
not the sums of money in the market for commodities, but the 
.stocks of money entering the loan market, that the new silver 
lowered interest. The sudden descent in the market rate in 
Elizabeth's reign; already alluded to, may be traced mainly to 
two causes-the increase of silver in Europe after 1545, when 
the mines of Potosi were disoovered, and the new coinage under 
the great queen. In 1523, it had been computed in Parliament 
that the total ~mount of money in the kingdom did not excoeJ. 
;& million. Elizabeth's mint coined more than five millions. 
Old men, says Harrison, in his desoription of England in her 
reign, could remember when it was rare for a farmer to have so 
much as six shillings in hand; whereas, when he wrote, it was 
(lommon for one to have as much as six or seven years' rent by 
him, though rents had enormously risen. Little of the coin 
thus accumulated in the country was put out at interest; but in 
London and other commercial towns stores of money did not 
lie idle. 

The steadiness of the medimval rate of commercial interest 
has already been accounted for by the steadiness of the rate of 
profit on the one hand, and tHe fact that half profit was accounted 
fair interest on the other, in conformity with the principle com
monly followed in farm tenures throughout Europe-that the 
person advancing the capital was entitled to half the produce. 
According to Adam Smith, interest in his time bore the same 
proportion to profit. • Double interest,' he says, • is in Great 
:Britain what the merchants call & good, moderate, reasonable 
profit-terms which, I apprehend, mean no more tha.n & common 
and usual profit.' Whether this estimate was strictly 8CC1l1'8.te 
may be questioned. The rate of profit was no longer as certain 
as it had been under the medimval system. Nevertheless, the 
philosopher lived in an _age in which custom was still' the 
principal magistrate of man's life.' Trade was carried ou in 
the main by customary methods. In old and well-known 
employments, to which he, limited the doctrine of the equality 
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of profits, the rate may have been tolerably well !1Scertained ana 
uniform; and the steadiness of profit tended to make interest 
steady. Some of Adam. Smith's fundamental ideas-such as 
the cOlTespondence of price with cost of production, the equality 
of profits, and that ordinary 'profit was double interest-had 
come down from 1l.n earlier economio world, many of whose 
usages and traditions survived. He refelTed phenomena. which 
were really vestiges of an old 'stationary economy, to 8. new and 
progressive one slowly emerging, under which free competition 
was about to supersede custom, law, and official control, and to 
transform a standstill and uniform world into one of infinite 
diversity, and change, and incessant movement. His own 
observations show that industrial and commercial progress was 
already creating wide divergence of prices, profits, and interest 
from old standards. The period was one of transition, which 
at length brought the old economio regime to 8. close, and 
established one of which production on 8. large scale, specula
tion, unlimited competition, and ceaseless fluctuations of prioes, 
profits, and interest are essential features. Weare thus brought 
baok to the questions, What are the modern conditions deter
mining the rate of interest, ~nd whether its continuous decline 
is an inevitable consequence of social progress P These inquiries 
involve topics transcending the province of eoonomics; but even 
those that are strictly within it deeply: concern the future of the 
civilized world. . 

Why, then, is the rate of interest on the hest security only 
three per cent. in Great Britain, while it is higher in the United 
States, and even in Holland, formerly the stock example of low 
·interest P The answer which a chapter of Mr. Mill's' Political 
Economy'suggests, and whioh is true 80 far as it,. goes, though 
inadequate, is that the desire and the means of accumulation 
have led in this country to the existence of a. quantity of capital 
which its owners are l'lq by the preference of other pursuits, or 
of ease and leisure, above commercial business, to lend instead 
of personally employing; while there is, on the other hand, a 
demand on the part of people engaged in trade for loans. The 
consequent equation of demand and supply results in a. rate of 
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commercial interest which indirectly governs the price of the 
funds and the income from such investments, trade being the 
chief competitor with Government stock and similar securities 
for loanable capital. In connexion with this explanation, it 
should be borne in mind that the increasing accumulation is not 
the only cause that has vastly augmented the supply of loanable 
capitaL The greater part of the movabie and immovable pro
p~1Y accumulated in a country, in goods, machines, materials, 
cattle, buildings, and so£orth, never directly enters the loan 
market; apd in, former times such accumulations would not 
have affected the rate of interest even indirectly. But hanking 

. and credit have rendered the intervention of money no longer 
necessary to effect loans, unless in a panic. A vast quantity of 
wealth, not itself directly loanable, is practically converted by 
credit into productive capital, of which borrowers get the com
mand. The manufacturer and the merchant obtain, through 
the intervention of banks, advances of the fixed or circulating 
stock they stand in need of. In forme;r times they must first 
have obtained a loan of money in sterling coin. Credit, though 
unfortunately called money in city phraseology, is neither money 
nor 'capital, but it acts as the representative of both in the loan 
market, and has virtually multiplied beyond calculation the 
supply of loans. Yet, vastly as it has augmented the supply, it 
has not tended only to lower interest, for it has also vastly 
augmented the demand. The holder of goods can get advances 
on his stock, and is often a borrower. The operation and 
activity of modem credit are, moreover, connected with a system 
of industrial and commercial enterprise which creates a pro
digious need of the loan of capital to carry it on. It is 
impossible, accordingly, to lay down any general proposition 
respecting the effect of credit on 'the rate of interest. At one 
time it augments chiefly the demand for loanable capital, and 
at another time the supply.' The difficulty is thickened by the 
close connexion between the action of credit on capital on the 
one hand, and on the ciroulation and prices on the other. When 
credit expands in thEf loan maJ.'ket, it is active also in the market 
for. commodities, and pr:ices rise, giving promise of profit; wheu 
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it ool1apses in the former, it contracts in the latter, and prioes 
fall, to the discouragement of enterprise. The chief fluctuations 
of both interest and prices thus find their explanation in credit, 
which is not, like coin, a given quantity, but subject to Budden 
expansion and contraction. ' 

When all this has been said, we are still far from an 
adequate view of the movements of interest. The supply of 
capital and the ,demand for it determine the shares of lenders 
and borrowers in the revenue derived from its employment in 
business, but do not determine the revenue to be shared. The 
price of stock and the rate of interest on 8uch 8ec~tie8 are 
governed by the competition of investments, of which trade is 
the chief; and the terms which trade can offer must depend on 
the expected profit. If the rate of profit anticipated in bUBi~ss 
be twenty per cent. at the least, a much higher rate of interest 
will etidently follow a given state of supply and demand in the 
loan market, than if no higher profit than ten per cent. could be 
looked for. Interest fluctuates from causes independent of the 
rate of profit, and bearS no fixed proportion to it -sometimes 
varying'in an opposite direction when the immediate need ot 
loans is urgent. But only high profit can permanently support 
high interest, and low profit can afford only a low recompense 
to the lender of capital. The rate of profit determines in 
general both the maximum and the minimum of interest; the 
maximum mUst be below it, or the borrower would make 
nothing, and the minimum must not be so low' as to drive the 
owners of capital to employ it themselves, instead of lending it, 
or to spend it. Thus before we can adequately explain the 
causes governing interest, we must ascertain those determining 
profit. For the like reason we can make no answer to the 
inquiry whether interest tends to rise or to fall in the progress 
of society, until we have learued the tendency of profit in that 
respect. In speaking of profit. however, it ill not meant here 
that there is in "'l.odem trade any customary, equal, or average 
rate, such as is talked of in text-books. The medilllval rate of 
profit was a customary one, and the commercial rate of interest 
was then a customary one likewise. Now profit is uncertain. 
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variable, and speCUlative; nevertheless, interest still bears an 
essential relation, though not a fixed proportion to it, being
higher when and where "high profits are frequent and probable,. 
than where the returns ue commonly small. The rate of profit 
ca.n no longer be described as 'double interest,' but unless th& 
returns to capital ordinarily exoeeded bare interest, and afforded 
remuneration for its active employment, borrowing in busines& 
wtmld oease. 

The inquiry whether the rate of profit neoessarily deolines. 
as the w~rld grows older has a double olaim to attention. 
possessing an intrinsio importance apart from its relation to th& 
future of interest. Historical and surrounding facts seem at 
the first view to support the dootrines of those economists wh() 
regard a tendency of profit to a minimum as "an inevitable
consequence of social progress and an established eoonomio law. 
The actual fall of interest from ten to three per cent. ~eems 
presumptive evidence of a fall of profit on the whole hitherto, 
since interest bears always a relation to profit. And though 
individual traders now sometimes make 'more than the ordinary 
mediooval profit of four shillings in the pound, no one supposes 
that, gains and losses together, profit approaches an average or 
twenty per cent. on all the capital in trade. In Ac!am Smith's 
time the market rate of interest was generally below five per 
cent., yet merohants thought double interest good profit. 'l'h& 
economio world of his day, it is true, resembled the medimv~l 
more than the modern world in the narrow dimensions of trade, 
the lack of movement and change, and the inHuence of custom. 
Yet there were essential differences. Prioel and profits were 
not artifioially kept to a certain standard by guilds, oivio 
authorities, and laws. .A. natural tendency of profit to decline 
from age to age could hardly, therefore, be inferred from its 
Jower level in. the eighteenth century than. in. the fourteenth • 
..A fortIOri no suoh inference can be drawn from a comparison of 
mediooval profit with its rate wider the industrial and commer· 
cial system of our own time._ In the middle ages each trade 
w~s in the hands of a. limited and organized body; capita.l, 
competition, and production were ISUbject to various restriotioDS ; 
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prices were oustomary, or regulated; the total amount of profit 
was accordingly small, but the rate was high. Under unlimited 
competition, unrestrioted produotion, and unoontrolled prices, 
had the state of sooiety permitted of suoh a sYfem, profit would 
have varied muoh in individual oases and in different employ
ments; its aggregate amount might have been muoh greater, 
because the amount of capital would have been so, but the 
mean rate would in all probability have been considerably 
lower. 

If from historical we turn to slllTQunding facts, the state of 
trade and agriculture in this country during recent years is 
regarded by many as indioating more than a temporary fall 
in the profit of British capital. The novel feature of reduced 
assessments to the income-tax, especially under Sohedule D, 
and diminished prooeeds of the legacy and sucoession duti€8, 
exhibit a retrogression only partially aocounted for by diminished 
incomes, expenditure, and savings of landlords and farmers. 
But the most prosperous oountries, the United States and 
France for example, have their unprosperous periods. The 
tendency towards more stringent protection abroad is not to be 
regarded without anxiety; yet our trade statistica provO,. that 
an imme~se market is still open to our productions, and that 
British energy hitherto has surmounted opposition. A falling. 
off in the foreign demand for British produce, such as is 
sometimes argued from the small proportion of exports, would 
have the opposite effect of diminishing the proportion of im
ports, by altering the equation of international demand to the 
disadvantage of Great Britain. A diminution of exports might 
result from hostile tariffs, but imports would fall off more. A 
good market abroad for our exports raises their value measured 
in foreign commodities, and swells the amount of goods given 
for them; while a deolining demdnd in foreign countries would 
compel us to give more for our imports; the ratio of exports 
would increase, exporters would sell at ever-increasing dis· 
advantage and diminishing pronts. Yet even in such an event 
it could not be inferred tha.t the a.dvance of sooiety lowers 
the returns to oapital, but only tha.t national ignorance and 

s 
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international jealousy may do 80 in commerce 8S well aJI in war. 
The chief unsoundnese in the actual state of matters, and the 
most threatl!ning indication for the immediate future, lie in 
two circumstance.s independent of foreign countries, namely, 
that our trade is carried on in unoircumspeot, over-speoulati ve, 
and haphazard manner, and that the immense fabrio of our 
.system of credit rests on so narrow and precarious a basis that 
it might suddenly be overthrown altogether. The gradual and 
spontaneous growth, however, with better communication and 
commeroial information, of a. better organization of our indus
trial economy, is not to be despaired of. With respect to 
agriculture, on the other hand, it is not enough to say with 
Mr. Bright tha.t adverse seasons have caused the depression of 
the profits of British farming and the ruin of many farmers. 
Farming that pays only in fine seasons must be a losing 
business in such a olimate as ours. It is no mere question of 
sunshine; nor will five thousand or more miles, at which 
engineers will "smile in spite even of Lord Derby, protect the 
British corn-grower from loss in competition with American 
produce under present conditions. Cereals, however, play a 
minor and diminishing part in British rural economy, and even 
as regards them, the exhaustion of virgin soil and the increase 
of population may alter .the terms at which the Transatlantio 
grower can hereafter sell On the whole, the present situation 
forebodes no lasting depression of the profits of British capital. 

But the question a8 to the ten4ency of profit to fall is Dot 
.to be answered by reference to the particular case of Great 
Britain, still lese its state at this moment. It involves a con
sideration of the general causes on which profit depends, and 
the conditions under which they will operate as ages advance 
and capital accumulates. Adam Smith thought that the mere 
growth of capital necessarily entailed a fall of profit. 'When,' 
in his words, 'the stocks of many rich merchants are turned 
into the same trade. their mutual competition tends to lower 
profit; and when there is a like increase 01 stock in all the 
different trades carried on in the same society, the same com
p,etition must produce the same effect in them aU.' Were this 
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reasoning correct, profit mus' inevitably decline in every pros
perous country. But there is a ~aw in the argument. When 
in a single trade alone the goods for sale increase, the COOl

petition of the sellers ma':Y force them to ~ccept reduced prices 
and lower profits, because the general produce and revenue of 
the country may not have increased in proportion. But when 
()apitlll and production take larger dimensions in all businesses 
alike, all produoers have more to exchange, the general revenue 
is greater, and no class need get less for its goods in the market. 
It might even be that no increase of capital or production in 
any pre-existing employment would follow an augmentation of 
the total amount. A new trade was a rare thing in Adam 
Smith's days j now scores grow up every year, and new trades 
may both absorb muoh new capital and create new markets for 
the produce of old trades. If the growth of capital lower profit, 
it must be either by raising wages or by forcing resort to inferior 
()r more costly instruments of production. 

A later theory of a tendency of profits to a. minimum is that 
an increased cost of subsistence follows the advance of popula
tion; so that. to obtain a sufficient supply of labour when capital 
is increasing, employers must raise wages and submit to a de
crease of profit until a stationary state is reaohed, at which the 
further increase of capital is arrested. This theory is defective 
in two opposite ways. On the one hand, it omits all but one 
of the caUSes tending to a depression of profit j on the other, it 
overlooks both counteraoting agenoies, and the possibility of a 
.change ~ the fundamental conditions determining the, move
ment of population. The soil, in the first place, is not the only 
natural agent whose productiveness diminisbes. Mines of aU 
kinds would be exhausted even by a stationary population, 
whereas the produotiveness of agrioulture would increase with 
agricultural skill, were the number of consumers to remain 
constant. The oost of land, too, rises for all purposes of pro
duction, and not in agriculture alone. Many employments 
again besides agriculture yield diminishing returns to successive 
a.pplications of c,arital, because the best places are taken by the 
.first-oomers, ,and those who oome later must work in worse 

S2 
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situations. The first loads, canals, and railways in a. country 
are usually those, as M. Leroy-Bea.ulieu has observed, between 
the chief centres of population, wealth, and business, and 
traverse the districts where traffic and tmovement are greatest~ 
later lines of communication running through poorer and less 
populous localities. : The best sites for docks, wharves, ware
housest 'shops, and other places of business are, for the most 
part; the first occupied. When any new and lucrative enter
prise is started, or any invention or novel production is intro
duced, a. crowd of competitors follow, and profits fall off. Nor 
is an increa.sed cost of food the only cause tending to raise
wages i it is not the cause that has raised them in England 
during the last twenty years. Facilities for migration, emi
gration, and combination, together with grea~r intelligence~ 
knowledge, and self-respect on the part of the working classe~ 
have produced the rise. . 

Yet there is another side to the subject. The rate of prOfit 
depends on the ratio of the gross returns to the total outgoings
on the cost and efficiency of all the instruments of production, 
not of labour alone. Given the entire produCe of the capital,. 
labour, a.nd natural resources of a country, in order to ascertain 
how much is profit, we should know not only how much falls to 
the shale of human labourers, but also how much must .be
applied to the maintenance of fixed and circulating capital,. 
including animals, seed, materials" fuel, machinery, buildings; 
how much, too, must be paid as rent for the use of natural 
agents; and pow much is to be deducted in taxation and legal 
expenses, or what is the cost of protection and of the other 
advantages of government. In 0. country whose natural re
sources are abundant and prolifio, efficiently co-operating with 
capital and labour at smail cost, and whose government and 
legal system are inexpensive, both wages and profit may be 
high. If the soil and climate be favourable, mines of all kinds 
rioh and easily worked, the struoture of the country lending 
itself to cheap and rapid locomotion, taxes and law costs 8ID~ 
it is plain that the return to capital, alike in agriculture, manu
factures, and commeroe. may giv~ a large surplus in profit~ 
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although at the same time the reward of labour is abundant. 
And what the bounty of nature may effeot may be effected by 
the art of man. Better machinery may be applied at once to 
the factory, the farm, and the locomotive: while chemistry 
~heapens and improves the cultivation of the ground, it may do 
lIke service in every branch of manufaoture. Less costly anJ 
more efficient means of heating and lighting every pla.ce of 
I)ro~uction and business may be discovered. The general rate 
<If profit might thus be susta.ined by the progress of science, 
though populatiori were advanoing. No speoulation respeoting 
the economio future of the civilized world which does not take 
account of the inexhaustible resources of science, anJ of the 
progressive development of the human faculties for discovery 
and invention, has now much claim· to attention. Labour, in 
the narrow sense, is not, as political economists 8.8 well as 'sooial 
deruoora£s' have assumed, the sole cause of profit. There might 
be production and profit without the employment of a single 
human labourer, and profit in that ease would be greater or less, 
according.to the qualities of the other agents, and the manuer 
in which they were used. A company in a. new colony, where 
hiI'8<i labour was not to be had, might carry. on.a, great business 
by the aid of animals, mo.ohines, and natural agents; the profit 
depending partly on the cost, partly on the powers of these 
animate and inanimate coadjutors. And the progress of indus
trial art constantly augments the number and efficiency, and 
diminishes the expense, of some of these auxiliaries. The fact 
that the best steam-engines still waste the greater part of the 
fuel is enough to show that the field fQl" eoonomio invention in 
moohanios is immense. Again, if it be true that the first 
railways are ilia best situated, and bring in the largest returns, 
it is true also that commeroe and industrial movement have a 
constant tendenoy to spread, and to create markets and traffio 
where there had been stagnation. The tendency of ma.ny great 
enterprises, like the SJiez Canal, is to become more remunerative. 
Fifty years ago the farthest-seeing mind oould not have formed 
a conception of the profitable occupations that steam would 
provide {or fresh accumulations of capital, and steam is perhaps 
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a feeble agent compared with some future souroos of power. 
The facilities for the migration and emigration of labour may 
tend to raise wages at the expense of profit; but they are 
connected with causes which constantly enlarge the sphere for' 
capital in the application of neglected or imperfectly developed 
resources, both in old and new regions. The overflow of British 
capital to foreign countries has two aspects. Mr. Mill has con
templated it as· a sign of the fall of profit in old countries; . but 
it may be regarded also as an example of the tendency of social 
progress to find fresh fields of employment for their accumu
lations. Students of Mr. Herbert Spencer's works know, 
moreover, that there is reason to question the undiminished 
fecundity of the population of the civilized world, which the 
theory of a decline of profit assumes. Civilization makes con
stantly greater demands on the nervous system, enlarges the 
brain, and multiplies its expenditure of physical power, thereb! 
diminishing the quantity expendible on the increase of the raco, 
while at the. same time raising the standard of wants, and 
augmenting prudence. One and the same cause-the increase 
of cerebral force and activity, and therewith of science, fore
sight, and adaptation of means to ends-tends to add to the 
industrial productiveness of the people of the West, and to 

·slacken the growth of their numbers, although a different future 
may be before the people of the East. The time must indeed 
come, arter countless ages, when the !ieoline of solar and terres
trial heat shall arrest the mental advancement of the human 
race, and make the returns to capital and industry dwindle. 
But within economic as distinguished from astronomicAl and 
geological periods, there Beems no ground for concluding that 
in the more civilized parts of the globe man must press con
stantly closer and closer on the means of subsistenoe, and thrift 
and enterprise consequently obtain a dooreasingreward. Were 
population stationary, it may perhaps 'be argued, the price or 
labour would rise to such. a pitch from the aocumulation of 
capital as to'leave little or no profit. The answer is, that the 
accumulatio,n would not take the form of wages, but of new 
mechanioal and other agencies for aiding production, which 
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would benefit the labourer as a consumer without raising the 
cost of his servioes. One remote diffioulty, indeed, raises a 
formidable, and at present insoluble problem, namely, What is 
to be done for coal and iron when the mines beoome exhausted P 
Yet the men of a formEr age might have regarded the dis:J.p
penrance of forests, and the oonsequent rise in the oost of wood, 
with equal embalT~smen,. It is at least certain that the earth. 
oontains resouroes now mdreamt of, which soience is sure to 
reve!u; or, rather, whigh -he mind of man, the real cause of all 
wealth amI profit, is sure to discover. Some" the chief sources 
of modern profit ,must ultmately fall short; but food is not 
likely to be among the nunber, because the number of human 
beings can be kept within bounds-as it is already in France 
and among the old Ame::ican families in the States of New 
England-and Bubstitutes[or those which must fail may be in 
ilie womb of time. No cetain oonolusion respeoting the future 
of rrofit can be reached, but the theory of its tendency to a 
minimum has no olaim b the charaoter of a law of social 
prope88, ignoring, as it loes, some of the chief results of that 
progress, and its ohief cause-the oonstant improvement of 
human faculties. Profit may uniformly fall from its first high 
level in new countries Eke the Western States of Amerioa, yet 
may not continuously ciecline in old oountries. The rate will 
probably vary from time to time in the future as it has done in 
the past. 

If profit, then, be BubjE!ct to no law of inevitable decline, oan 
iuterest be so? It is almost needless to Bay that no inferenoe 
can be drawn from its lower level in modern times than in the 
Middle Ages, since the mediooval rate of profit was fixed, and 
intt'rest bore a fixed proportion to it. Now, profit is indeter
minate and fluctuating; interest, too, fluotuates from causes 
independent of profit, affecting the loan market, such as the 
state of credit, the foreign exchanges, the movements of bullion 
actual or anticipated, the harvests, Government and foreign 
loans, and political events and prospects. The movement of 
interest in trade may oonsequently be different from, ana even 
opposite for the moment to, its movement in respect of other 
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investments. The price of Government Btock might be high, 
and interest on such securities falling, while the rate of discount 
showed that men of business were eager for loans, either because 
credit had been shaken, or because a s \ ck to it or a scarcity of 
money was apprehended, or, on the ot r hand, because a specu
lative mania had arisen. Or again, eople in trade might be 
slow to accept short loans on very vourable terms, because 
waiting for a turn in commercial :lims, while stable an!.! 
peimanent investments like the f nds or land mortgages 
returned a high interest. Yet th main cause determining, 
throughout the :hole field open to pita!, the general tenor of 
the movement of interest, is the rat f commercial profit. Let 
new channels of trade o:lier bount Ul returns for a series of 
years, and the savings of the countr would flow into them, the 
price of Consots woUld fall, and m tgagors would pay dearly 
for loans. The main reason why t rate of interest has beea 
constantly higher in the United Sta s than in England is that 
the prolifio natural resources of Am • ca have a:liorded a richer 
field for the employment of capital th was found in this island. 
The chief cause of the rise of interest Holland is that Dutch 
capital has found in colonial undert • ge, American invest
ments, foreign commerce, and husban y~t home, more profitable 
employment than lay open to it a centU\Y ago. And the IIta
tionary state ultimately reached by the' whole civilized world 
may possibly be that of a stationary popula.tion, whose savings 
a:re more productively employed than those of thl3 present gene
ration, and yield a higher interest. 

We have yet to consider how profit is distributed between 
lenders and borro~ers of capital, and what proportion falls to 
the share of the former. Gross profit, according to Mr. Mill, is 
made up of three elements :-interest, or the reward of simple 
abstinence; insurance, or the compensation for risk; and the re
muneration for Buperintendence or management. This analysis 
however, errs in treating insurance as II constituent of profit. 
The sum spent in insuring the goods of a manufacturer or 
merchant against fire or IIhipwreck forms part of his outgoings, 
not of his profit upon them. He may spend what he receives 
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both as interest and as recompense for management, but what 
comes to him as insurance should be Jaid by to provide against 
accident or loss, and is not expendible income. It is true, since 
losses and accidents may be escaped, that men in a trade exposed 
to them who do not insure may get a higher profit from the 
higher prices caused by the risk. They have played double or 
quits, and have won •. But if all risk in trade, and therefore 
imurance, could be extinguished, the total amount of profit 
would not be diminished, as it would be by the extinction oC 
interest, or of the earnings of management. On the contrary, 
were the same amount of insurance required in all trades alike, 
its elimination would be a. saving, and a. source of additional 
profit all round. The mistaken classification of insurance with 
the elements of profit, instead of with those of cost of production, 
is connected with the common inaccuracy of treating interest as 
higher in proportion to risk:. Interest proper is net income, and 
safely expendible as such; the provision against loss of the 
principal is not BO. As in the case of profit, however,particular 
lenders may be gainers by the risk: of losses which do not actually 
befall them, though nothiD~ may be gained from it by lenders 
all round. How far risk attracts or repels capital depends 
indeed partly on national character and the temper of the age. 
But the presumptnous trust in their own good fortune, which 
Adam Smith imputes to the greater part of mankind, tends to 
make the losses resulting from risk exceed, on the whole, the 
indemnity. 

Profit, then, includes two elements only-interest for the 
mere loan of capital, or an equivalent where the capital is the 
employer's own, and the additional return resulting from its 
active employment in production. This second element is not 
bappily called wages of superintendenoe or earnings of manage
ment. Regarding it in that light, Mr. Alfred Marshall and 
Borne eminent foreign economists consider it simply as a species 
of wages, determined by the same causes that govern the 
recompense of 8ki.lled labour in general, such as the rarity of 
the faculties and acquisitions required, and the amount of toil 
undergone. Were there no other constituent than this, in 
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addition to interest, in gross profit, interest would absorb a 
greateJ: share of profit than it does, and therefore be higllPl.' 
than it aotually is. The surplus above interest arising from 
the aotive employment of capital is in proportion, .not to the 
difficulty and trouble of management, but to the amount of 
the capital. If two companies, one employing twice as much 
capital as the other, can make a good profit by selling at a 
patfioular time or place, the gain of each will be in proportion 
to the business done and the ,amount of the sales; and one 
will make twice as much as the other, although the skill and 
exertion required to conduot the operations in the two cases 
may be the same. There may be a manager of each company 
who gets a fixed salary, and this, doubtless, is wages; but the 
profit on the transaotion will be so much per cent. on each 
company's capital, and may far exceed the . manager's pay. 
The shares of interest on the one hand, and of the return for 
the employment of the capital on the other hand, are deter
mined 'by the supply of and demand for it in the loan market. 
The proportions will vary in different countries and ages, 
according, in a great measure, to the attraction or repulsion 
that aotive trade has for the owners of capital. The rate of 
interest, in short, is determined by no invariable·rule; but, like 
that of profit, seems subject to no law of inevitable decline-at 
least until great astronomical and geological changes supervene, 
and the whole solar system begins to approach the end of its 
career. 

So far the future of interest and p~ofl.t has been considered 
with reference to economio conditions alone. But is it certain 
that economic conditions exclusively will henceforth control 
them P The policy of society in referenoe to both has been 
determined by various conceptions. Archaic notions and feel
ings founded on kinship, Greek philosophy, Roman law, Chris
tianity, Catholio theology, commercial ideas, the modern regard 
for individual liberty, political economy, have all played a part 
in their history. Other sources and modes of thought ~ave yet 
to be reckoned with-democracy, 'the views of the working 
classes, German and French Sooialism, the subtler shapes of 
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Socialism which ostensibly seek only to enlarge the intervention 
Df the State in the economical sphere, and new conceptions of 
moral and social duty. The authority of the economic theory 
hitherto dominant with respeot to individualism, competition, 
and non-interference, is visibly shaken even in England. The 
notion that all capital should belong to the State for the benefit 
of the working classes has many strenuous adherents in Ger
many and France, notwithstanding the wide distribution of 
property in those countries, but for which it would have already 
overcome all opposition. The favQur with which Yr. Henry. 
George's {Progress and Poverty' has been received in the 
United Statos makes a curious revelation of tha tendencies of 
educated thought in a country where individdal energy has 
worked under the most propitious conditions. Yr. George, 
indeed, proposes to confiscate land-rent only without compensa
tion; but rent in a vast number of cases is virtually a form of 
interest, being the return·to ~n investment by purchase or 
outlay. Protection, aga.in, is a revival of the medimval regu
lation by la.w or authority of trade, prices, and profit; and the 
policy of most civilized oountries is proteotive. In England, a 
generation ago, when at length Bentham's' Defence"of Usury' 
had led to the abolition of a legal limit to interest, much more 
seemed to be swept away. The ohange apparently formed part 
of a wider and deep"er ohange in sooial opinion and legislative 
policy, and belonged to a general movement of thought. 
emanoipating human oonduot .from a multitude of anl.'ient 
restraints in the name of morality or religion. Yet. little as 
people are dreaming of it at present, there are indioations of a 
tendenoy on the part of English sooiety to slide back to the 
mewooval system of regulating oontraots, bargains, peouniary 
doalings, and prioes by authority. Fair wages, fair profits, and 
fair rents are now objeots more or less distinctly oonceived by 
many who, ten years ago, regarded buying in the cheapest 
and selling in the dearest market as the sole rule in all 
questions of contraot. No one, perhaps, in England at tbis 
moment thinks of controlling interest j yet propositions are now 
often put forward respeoting wages and pr~fit involving the. 
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regulation of both, and indirectly, therefore, of interest, which 
follows the movement of profit. Ten years ago no English 
statesman would have listened to a proposal to regulate rent in 
any part of the United Kingdom by statute or judicial decision. 
Yet the principle of the Aot by which judicial rents are now 
introduced into Ireland is no other than that of the mediroval 
law against usury, that the owner of property should not be 
permitted to take advantage of his neighbour's necessity to 
extort a high price for the loan of it. The establishment of 
rings and corners, and of bulling and bearing in English trad.), 
might considerably alter public opinion with regard to the 
mediroval laws against forestalling and engrossing. Demo
cratic legislation will as~uredly intervene in directions not in 
accordance with the doctrines that have commended themsolves 
hitherto to the minds of great capitalists or landowners. Ideas 
of moral and social obligations, too, seem likely to rlay a 
greater part in the commercial sphElTe than they have ever done 
since Adam Smith based a oomplete economic codu on the 
desire of every man· to better his Cwn condition, and some of 
these ideas may make light of that code. 

The misfortune is that great general principles, like that of 
the freedom of contract, are now abandoned in a moment to 
promote a particular measure, perhaps expedient or neoessary 
in itself and defensible on special grounds, like the Irish Land 
Act. Medireval economy has been ignorantly decried; there 
was much in it that was good i:p. design and suited to the time; 
yet let us not ignorantly go back ro it from a notion that we 
are following new and advanced guides. Let us look stea.dily 
before us; and if we are to revert to an ancient system which 
tolerated no individual liberty in produotion or exchange, let 
us; at least, do so advisedly and deliberately, not sliding back 
into it unconsciously. . 



XIX. 

THE DISTRIBUTION AND VALUE OF THE PRECIOUS 
METALS IN THE SIXTEENTH AND NINETEENTH 

CENTURrnS.* 

IT seems to be still a. matter ol doubt with marly whether 
the new mines have actually dim~hed the purchasing power 
of gold, or have only contributed the additional currency 
required by the increase of the world's commodities and trade. 
Fortunately lor those who care to pursue the inquiry, the very 
causes which, by their complexity and fluctuating ch~acter, 
make it vain to seek an exact measure of the effect of the new 
gold on prices, are in themselves subjects of great interest; for
the history of prices is interwoven with the history of the pro
gress and fortunes of mankind. Several writers on the gold 
question have drawn conclusions from the fall in the value of 
both the preoious metals after the discovery of America; but, 
without a careful comparison of the economical conditions of 
that epoch and the present, DO sort of inference can be rationally 
made; and the comparison-one might say the contrast
abounds in instruotion apart' from the light it throws on the 
monetary problem. The proper regioJ;l of money is the region 
of industry, roads, navigation, and trade; and prices tend to
approach to equality as these are improved. as men become 
equally civilized1 and as political disorders cease to interrupt 
human intercourse and prosperity. At this day, in the most 
civilized countries, the precious metals serve two masters-war
and commerce j but in those least civilized they serve none. 
The currents from the mines may vibrate through a third of the· 

• Macmill .... ·, MiJ!la-w. August, 1864. 
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habitable globe, but they have no conductors through more 
than hali of Asia and South America, or through almost the 
whole of Africa. I:n the sixteenth century, the bulk of the 
people of Europe HseH could seldom, if ever, have touched a 
coin from the mines of Mexioo or Peru. There was no evcn 
distribution through Christendom of the treasure which the 
Spaniards tore from the New Wodd; and on this and other 
.ACcounts prices rose unequally in different places, and not at 
all in some. In the chief towns of Spain they Beem to have 
risen even before the fifteenth century had. clos~d; and in the 
Netherlands their ascent was much earlier than in England, 
where the state of the currency before 1560, and the drain con· 
sequent on its debasement, together with the foreign expenditure 
of the Government, both retarded and concealed the first symp. 
toms of the falling value of the precious metals. During the first 
ili.'tteen years. after the mins of Potosi was opened,· although 
prices measur~d in base coin rose rapidly in England, they 
rose in no proportion to the increase of silver and gold in the 
world. There was, as it were, a hole in the English purse; and 
the ancient nne coin of the realm ran out into the foreigner's 
hands as fast as the new base coin was poured in (jUst as eagles 
and dollars have been driven from the American States by the 
issues of paper).. Moreover, war with France and Scotland 
drew much money ·out of England, and most of the treasure 
netted upon trade was hoarded, or made into plate. But with 
Elizabeth came peace with France and a. reformation of the 
currency: silver flowed fast into the Royal Mint; old fine coin 
returned into the market; and prices, instead of falling in pro. 
portion to th~ improvement of the currency, continued to rise, 
because the new issues exceeded the old, and the increase of 
commodities, great as it was, did not keep pace with the 
increase of money and men in the most prosperous parts of the 
country. Prices depend on the quantity of money in proportion 
to commodities-not on its quality-whether it be made of 

• In 1546. The increase of the precious metala before that rear "'u not 
<!onsiderable. 
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metal or paper. Prices accordingly in England,. belore 1560, 
rOiie in proportion to the increase of base money, and not in 
proportion to its baseness. One Englishman alone, however, 
down to 1581, seems to have connected the phenomenon of 
extraordinary dearness in the midst of extraordinary plenty, 
which was the common complainl, with the mines of the New 
World.· With others it was a cry of class against class, for 
covetousness, extortion, extravagance, and luxury; and of all 
classes against the landlords for exorbitant rents and enclosures. 
The complaint against enclosures, that they fed sheep instead 
of men, was no new one; it had been a p&pular grievance for 
more than a century, and a subject of legislation before the 
discovery of America. A recent writer, nevertheless, supposes 
that at the period of Stafford's' Dialogues," the foreign demand 
springing from the increased supply of the precious metals fell 
principally upon wooL The price of wool, accordingly, rose 
more rapidly than that of other industrial products in England; 
the profits of sheep-farming outran the profits of other occupa
tions, and the result was, that extensive conversion of araMe 
land into pasture which the interlocutors in the Dialogues 
describe, and which was undoubtedly the proximate ca'U.8e or
the prevailing distress.'t But the truth is,. that corn 'was 
not, as this theory assumes, at once comparatively BCa.roe 

and comparatively chesp: the real paradox is, that it was, 
like other articles of food, extraordinarily plentiful in the 
country, and extraordinarily dear in and near the capital 

• William Stalford, the supposed author of the famous' Dialogues,' published 
in 1581. He saye :-' Another cause I conwive to be the great plenty of treasure 
.. bich is walking in these parts of the world. far more than om forefathel'8 have 
_ Who doth not "ndemand of the inJinite sums of gold and silver which are 
gathered from the Indies and other conntries, awl so yearly transferred into these 
coaste P' &e. &c.--Spe Harl. Xi«. vol. ix. 

t PolilitGl ~!I". B,.a"." of 6..-.1 Ed_tw... By 1. :Eo Cairnes, Esq. 
It ia immat-..risl to the point in question above, but not to the monetary Imtory of 
the period, to obeerve that nnlJlllIlnfactnred wool WlI.II then far from being the chief 
export from Englaad, Illd that the 100m was then, as now, England's chiefmine;. 
But had the price of wool heeD disproportlonate1y high, and led to the growth of 
ebeep in place of com, the price of mutton should have been oomparative1y low, 
"h_ Ita price, like that of beef, was exl.rangantly high in compariaon with all 
former I'Ilteli. 
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and ohief towns.- England had become rich, both in monf'Y 
and in commodities, but not in roads and means of carriage; 
and wool had risen only with all other produce of the realm 
within reach of the chief markets. The gains of the wool. 
grower were not greater than those of the clothier, the ha.tter, 
the shoemaker, the blacksmith, the butcher, the baker. or the 
tillage farmer, in most places near the chief centres of increa:ling 
papulation and trade. t Before the New W crld was discovered, 
and down to the eve of Elizabeth's reign, the extension of 
pasture had caused much real distress. But, for a generation 
before the 'Dialogues,' tillage had increased and prospered; 
and the popular charge against the landlords had become an 
anachronism. Poverty and suffering, it is trlle, still existed 
side by side with rapidly-increasing wealth, but not through the 
scarcity of com. Food of all sorts, though abundant in the 
country, was dear beyond precedent in and around the places 
where the population had multiplied fastest. The old feudal 
and ecclesiastical economy of society had broken up; monasteries 
and noble houses no longer mainta.ined swarms of serfs, and 
paupers, and waiting and fighting men; the nobility and gentry 

• were deserting the country for the town; a long peace, while it 
had swelled the general numbers of the people, had extingukhed 

• , Aloeit,' MyS a historian of that age, • there be milch more ground eared no .... 
almost in every place than hath been of late years, yet such a price continueth in 
each town and market that the artificer and poor labouring man is not able to rEol.Ch 
unto it, out is driven to content himself with horse-com: I mean bean., peas. oata, 
tares, and lentils.'-Hattison's Dumptllm of (heat Britain. And again, • There 
are few towns in England that have not their weekly markets, whereby no occupier 
shall have occasion to travel far 0« with his commoditIes, ul.ept it be to ~ 
for the highest prices, which commonly Bre near unto great cities.' And the 
knight in the DIalogue. BaY" :-' I say it is long of you, husbandmen, that we are 
forced to raise our rents, by reason we must buy so dear all things we have of 
you, as corn, cattle, goose. pig, chicken, butter, aod ejlgs. Cannot you, 
neighbour, rtllllember that I could, in thia town, buy the best pig for fo"rpenc~, 
which now casteth twelvepence? n is hkewise in greater ware, aa beef or 
mutton.' 

t One cause of com being cheap in some places Wall that the gains of the farmer 
had 8timulated ~culture and produced unusual abundance. Ra.rri..au a<eardingly 
says:-' Certainly the soil is now grown to De mnch more fruitful thaa in times pMt. 
The cause is-that oW' countrymen are grown to be much more painiful and .killul 
through recompenae of gain than hitherto they have betn.' 
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the calling of the soldiers; and labourers seeking bread were 
gathering to the chief centres of employment and wealth. The 
dearness of provisions in and within reach of the markets 
where the competition of mouths was thus greatest was caused, 
Dot by a decrease of tillage, Dor yet by the increase of money 
alone, but in part by the faot that the increasing supplies which 
were wanted were drawn at an ~xtravagant cost of oarriage from 
limited districts, pack·horses being the principal means of 
land transport from the country to the town. For a similar 
reason food is now extravagantly dear at the mines of British 
Columbia, and not merely on account of the plenty of gold, for 
it is cheaper at San Francisco than in London. The price of 
meat was even more unequal than that of bread in town and 
country generally, beoause there were few roads by whi~h cattle 
could be ckiven to market. Corn was, as it still is, more portable 
than fresh meat; but the means of carrying even corn were so 
scanty and costly that it was often at a. famine price in one 
plaoe and cheap in'another not far off. Wool, again, was more 
portable than corn, and might be sent to market with pront 
from districts too remote to supply corn or fresh meat. These 
circumstances explain the inconsistency of statements in the' 
e Dialogues,' and other writings of that period, respecting the 
prices of corn and meat, and the numbers of the population. 
Uheapness and dearness, plenty yd soaroity, of corn and other 
food, depopulation and rapidly increasing numbers, really co
existed in the kingdom. There were places from which the 
busbandman and labourer disappeared, and the beasts of the 
field grazed where their cottages had stood; and there were 
places where men were multiplying to the dismay of statesmen. 
There were places where corn was above the labourer's reach, 
and places where it had come little or not at all within the waves 
of the monetary revolution about all the chief centres of traffic. 
In every locality, al).d with respect to every commodity, the 
range of prices was determined by the quantity of money cir
culating there on the one hand, and the quantity of commodities, 
or their cost of production, on the other; and these proportions 
varied in different places, in different years, and with respect to 

T 
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different commodities. In the very year after Stafford's tract 
was published, I all the commodities of Greece, Syria, Egypt, 
and Indis, were obtained by England much cheaper than for. 
merly,'· by a direct trade with Turkey, which saved the charges 
of the Venetian carrier. Nor was the rise of com or meal 
general throughout the country, for the cost of carriage cut off 
the }'emoter places altogether from the markets in which the 
new gold and silver abounded. Most writers, from Adam Smith 
downwards, have taken the price of corn in or near the principal 
markets of the most opulent and commercial countries as the 
measure of the effect of the mines in the sixteenth century. 
and have treated the fall in the value of money as general and 
uniform over ~urope. Mr. ;racob, for example, came to the 
conclusion that' in England and the other kingdoms of Europe, 
within the first century after the discovery of A.merica, the 
quantity of the precious metala had increased nearly fivefold, 
and the prices of commodities had advanced nearly in the same 
proportion.' Most subsequent wpters have followed in Mr. 
Jacob's steps. It generally happens that, when a ma.B gains 
the position of an authority on a question, all that he says is 
accepted in a lump, and his errors and oversights take rank with 
his best·established conclusions. One recent inquirer, however, 
has pertinently asked whether prices were really trebled or 
quadrupled (some economists. haVE! said more than decupled), 
ev~n in all the ehief cities of Europe. I And what was the 
extent in Muscovy and Poland, or in the Highlands of Scotland. 
and the West of Ireland P't 

The inquiry is important apart from the bare question of 
depreciation to which it refers, far the answer goes far to give a 
measure of the progress and civilization of the different districts 
of Europe. Two centuries and & quarter after the mine of 
Potosi had begun to a1l'eot the value of money, A.rthur Young 
compiled a Table of the comparative prices of provisions at 
different distances north of London. Within fifty miles of the 

• Macpherson'. Amaall oj (Jomflll8lW, A.D. 1582. 
t Letter in the 1\m8 •• by W. M.l., September 3, 1863. 
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~!l.pit!l.l he found the prioe of a pound of meat in several places 
fourpenoe-at greater distanoes, in several,-only twopence. 'The 
variations in the prioes of butcher's meat,' he observed, 'are so 
regular, the fall so unbroken, that one cannot but attribute it to 
the distance, nor can any other satisfaotory aocount be given 
of it.' It was not, however, the mere difference of distance 
from London which made prices so unequal; for in the southern 
counties Arthur Young himself found them more uniform. 
Distance, both north and south, operated on prices through the 
cost of carnage j and, when the distance was short, the result 
was the same as if it were great, where acoess to good markets 
was hindered by the badness of the roads. There were, both 
north and south of London, lower prices than any tabled by 
Arthur Young. About the time of his tours the prioe of mut
ton at IIorsham, in Sussex, was only five farthings a pound,· or, 
allowing for the difference in the standards, little higher than 
what seems to have. been a common price in England before the 
conquest of Peru. t In Scotland, again, down to the Union, 
there were, as Adam Smith relates, places where meat, if sold 
at all, was cheaper than bread made of oatmeal j and he speaks 
of a village in his own time in which money was so scarce that 
nails were carried to the alehouse. At a later period, indeed, 
in many parts of the Highla nds, men were thelr own butohers 
and brewers, and no money passed from the right hand to the 
left, In Ireland, in like manner, until the famine of 1846, 
there were distriots in which not a ooin from the American mines 
was in oiroulation j the labourer was hired with land or potatoes, 
and paid his rent in turn, and bought his clothes, with labour: 
Neither in the British Isles, nor in any continental country, 

• See Porter'. PI'O{lr8" of the Nation. Ell. 1851, p. 296. ' The only means,' 
Bays Mr. Porter, • of reaching the metropoha from Horsham was either by going on 
foot, or by riding on horseback. The roads were not at any time in such a state as 
to adllllt of cheep or cattle being dnven to the London market, and for this reason 
the farmers were prevented from sending tluther the produce of their land, the 
immodiate neighbourllOod being, in fact, their only market.' 

t In 1627 the pound weight of silver was ooined into £2; and about that time 
the price of mutton seems to have been generally three.farthings a pound. At the 
period referred to above the pound weight of silver W'IIS coined into £3. 

T2 
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was the money from the mines of the West spread over all 
localities and commodities alike. Much that was grown and 
manufactured in every State was both produced and consumed 
at qome, gave money'no occupation, and absorbed nothing of its 
power. Had every Englishman in the reign of Elizabeth 
bought and sold as he does now, the money which the Queen 
coined could not have raised prices through the kingdom, 8S it 
actually did in the chief towns.. Nor did the new streams of 
silver penetrate into the remoter and more backward districts of' 
the Continent. The trade of the Low Countries, then the 
distributors of the precious metals, with Denmark, Sweden, 
Norway, Russia, and Poland, was almost entirely a barter of 
Oriental luxuries and Western manufactures for the raw produce 
of those countries. The price of the bulky merchandize o( the 
north and east of Europe in Western markets was principally 
freight, which the Western merchant got; what balance there 
was lor the remote producer was usually paid in kind .. In 
Guicoiardini's Tables of the exports of the Netherlands to the 
countries named above the precious metals are not named j and 
Raleigh, in the 17th century, lamented the small English trade 
with Russi~, because' it was a cheap country, and the trade very 
gainful.' Less than a hundred years ago, an English traveller 
found the price of a pound of meat at Novgorod three-halfpence; 
hut it was much cheaper, or without a price, in the forest and the 
steppe, and is so in some such places still. Adam Smith, it is 
true, has asserled that, although Poland was, in his time, I as 
beggarly a country as bel ore the discovery of Americn, yet the 
money price of com had risen, and the value of money had 
fallen, there as in other parls of Europe.' But this opinion 
must have been founded on the price of a small part of the 
produce of Poland, in foreign markets, for the chief part of the
produce of the country was not sold for money at all. Down 
to Olll' own time, the bulk of the people of Eastern Europe have 
lived for the most part on their own productions, or on a. 
common stock; their few exchanges have commonly been 
performed in kind j what little money they have gotten from 
time to time has been hoarded and not circulated; and prices 
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bave not risen where there have been no prices at all. Nor did 
prices rise in all the secluded inland towns and villages of 
France, as they did in Paris, and near the ports of commerce 
with the Netherlands, England, and Spain. From the prices of 
corn in Paris, a French economist concludes that prices generally 
in France were twelve times higher in 1590 than in 1515, 
owing ,to the Americ"an hunes. But the true history of the 
Paris market itself cannot be learned from naked figures of the 
prices of a single commodity. The movements pf the city and 
surrounding population, the harvests in the neighbourhood, and 
the means of carriage from a distance, political and military 
events, and many other circumstances, besides the bare fact of 
the increase of silver in Europe, must be taken into account. 
Prices are the abstract and brief chronicles of the times, but 
they are often too concise for clear in,terpretation, and many 
leaves are missing. And the Paris prices of com are so far 
from giving the average of prices generally throughout France, 
that, as we shall presently see, a great inequality of prices in 
different parts of the country continued down to the era of 
railways, and the contemporary influx of gold from the new 
mines; and the market of the capital exercised, until recent 
years, little or no influence upon the produce of the remoter 
rQ.ral districts. 

Although, then, there is evidence of a great fall in the pur
chasing power of money in Europe in the 16th century, it was 
unequal in point of time and place; it was a partial and irregular 
derreciation, and one whioh cannot be measured with any ap- • 
proach to arithmetioal precision. There were still, when it had 
reaohed its lowest point, millions of men, and the cattle on a 
thousand hills; fetching no more money than before; ,!tnd the 
(lbange would have been much less than it a.otually was at the 
centres of commerce, had the sums collected there beon spread 
over all the people and produce of this quarter of the globe. 
The most of the money was expended inC a few particular 
places-those most commercial and advanced-in wlllch other 
causes besides the fertility of the neW' mines contributed to 
raise the price of the very commodity, com, which has been 
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commonly referred to as an aocurate measure of the force of the 
metallio cause alone. Such rise of prices as really took place 
was almost confined to the neighbourhood of the ohief seats of 
wealth and traffio; but there, certainly within a few years from 
the first arrival of silver from Potosi, it was rapid, evident, and 
in respeot of nearly all commodities, ra,. and manufactured, 
dOmetltio BJid foreign. Is any suoh phenomenon disoernible 
now in Europe, and in the ohief towns of Europe in particular, 
after the lapse of a similar interval from the first discovery of 
mines of extraordinary fertility 11 The same eoonomio laws still 
govern prices. Different oountries, now as then, share unequally 
in the new treasure, aooording to their produoe, situation, and 
the balance of their trade; and its expenditure must have 
different effects in different markets and on different articles, 
acoording to the looalsupply of goods as well as money. Now, 
as then, it is a question, not as to the total increase of the stock 
of gold and silver in the world at large, but as to the addition 
to, and the looal distribution of, the currency of each oountry, 
compared with the quantity forthcoming of each sort of com
modityon which more money is spent than formerly. According 
as the supply of each sort of thing has increased as fast as, or 
not so fast as, or, on the oontrary, faster than, the increase of 
money expenditure upon it in each place, its price shoulJ 
evidently have remained stationary, risen, or, on the contrary, 
fallen there. In the 16th oentury the things on which the 
new money was poured out were not only oomparatively few, 
but comparatively oheap, even in the dearest markets; 80 that 
& small sum made a large addition to their price. Sixpence 
mqre doubled the prioe of a. pair of shoes in an English town at 
the beginning of Elizabeth's reign; another penny doubled the 
price of a chicken, 'and a shilling trebled that of a. goose or & 

pig. I11 the four and forty years of her reign, Elizabeth coined 
little more than five millions of money, b~t that was nearly .five 
times as muoh as was ourrent before; and the things on which 
the additional money was laid out were, after all, but & scanty 
assortment. The ~ode8 of manufacture were little improved, 
and the greater supplies of raw produoe required in the principal 



In the Sizteenth and Nineteenth Centuries. 219 

towns were carried to market .at increasing expense. The new 
money of this age, on the contrary, while very much greater in 
amount, has been spread over a far wider area, and a much 
larger stock of goods; and it found on its arriva.l a much higher 
level of prices in the principal markets than that which the 
silver from Potosi disturbed. The period of the new gold mines, 
moreover, is one in which several other new agencies have been 
at work, tending on the one hand to counteract to a great extent 
the effect of the circulation of more money in the markets pre
viously dearest, and tending on the other (by contrast to what 
happened at the earlier epoch) to raise most considerably the 
price of the produce of some of the more remote and recently 
backward countries and districts. The bare question of the rise 
of prices is in itself, and so far as merely relates to the change 
in the value of money, of comparatively little importance. Its 
chief interest lies in the test the inquiry,may elicit of the pace 
and direction of industrial and commercial advancement. For, 
in proportion to improvement in the prpcesseB of production and 
the means of importation, the monetary power of the mines is 
counteracted at the chief seats of industry and commerce by the 
contemporary increase of commodities; while again, in pro
portion to the improvement of the methods of locomotion and 
the extension of trade, prices are brought nearer to equality 
'over the world, and the more distant and undeveloped regions 
gain access, at diminished expense, to the markets where prices 
have been hitherto highest. .Hence, by a. seeming contradiction, 
it is a sign of great progress in commerce and the a.rts, in the 
places farthest advanced in civilization, if the prices of com
modities are found slowly advancing in the face of an uncommon 
a.bundanoe of money; while it is, on the contrary, usually a sign 
of the growing importance and economio elevation of the poorer 
and oheaper, lind hitherto backward localities, if prices are rising 
in them. By reason of their previous poverty lind remoteness 
from good markets, and consequent cheapness, the pecuniary 
value of the produce of the la.tter sort of places suddenly rises 
when they are brought into easy communication with the 
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former; and the rise is a. mark of improvement in their com
mercial position and command over distant markets and foreign 
commodities. The sort of produce in which undeveloped regioDs 
are naturally richest-the produce- of nature-is the sort for 
which the population, capital, and skill of the wealthiest aD(l 
most industrious communities have created the most urgent 
demand; and it is the sort which, in many cases, derives the 
gria1est additional value from cheap and rapid modes of con· 
veyance. The cheapest 1and-carriage, less than ninety years 
ago, of two hundred tons of goods from Edinburgh to London, 
would, we are told by Adam Smith, have required 100 meD, 
50 waggons, and 400 horses, for three weeks. A single engine, 
twenty trucks, and three men, would do it now in a day. All 
the ships of England, agaiP, would not have sufficed, in Adam 
Smith's time, he tells us, to carry grain, to the value of 
£5,000,000, from Pory;ugai to England. In 1862, we imported 
grain to the value of nearly £38,OOO,OOO-most of it from a 
much greater distance. And the extension 41 the last fifteen 
years (the very period of the new gold) of the best means of 
land and water carriage to many distao:t and formerly neglected 
and valueless districts has brought about, both in international 
trade, to a great extent, and in the home trade of many countries. 
the lIort of change which Adam Smith perceived in the last 
century, to some extent, in the home trade of the United. 
Kingdom-a. change, however, which, even in the Uni~d 
Kingdom, has only very lately become anything like general 
and complete. • Good roads, canaIs, and navigable rivers,' said 
the philosopher, 'by diminishing the expense of carriage, put 
the more remote parts of the country more nearly on a. level 
with the neighbourhood of the towns.' Railwa.y. and stee.m 
navigation have done more to equalize the conditions of sale 
through the world, since the new mines were discovered, than 
all preoeding improvements in the means of communication 
since the fall of the Roman Empire and the ruin of its roads. 

Immediately after the Californian discoveries, a. llll8Sian 
economist predioted that, if a faU in the value of gold should 



In the &cteenth and Nt'neteentk Oenturt'es. 281 

-ensue, England must be the first country to feel it j- and an 
English economist more recently argued that a greater rise of 
prices had, in fact, taken. place in England than anywhere else, 
-save in the gold countries themselves and the States of America. t 
Looking back, however, at the situation of England since the 
opening of the new mines, it is easy to see' several agencies 
tending to counteract the effect upon prices here, some of which 
tended, on the contrary, to till'll their ohief effects upon prices 
abroad. Our vast importations of food and materials, through 

\\ recent legislat.ion, aided by steam, have, thanks to the gold 
mines, heen easily paid for, but they have made foreigners the 

Jreoipients of the bulk of the new treasure;+ and, while tending 
to lower the price of the produce of our own I!.oil, they have 
added to the price of the foreigners' produce sent to our market 
at diminished expense, owing both to the reduction of duties, 
and to cheaper and fJ.Ster means of transportation. Corn was, 

- M. De T~goburski: Commentane, on tbs Productwe Fore,. oj Ru ... " (Eng. 
trans ). vol. i .• p. 208. 

t J. E. Cairn"s, Esq. : D .. hU .. Siahsttcal Journal. 1859; Fra .... •• Maoazme, 
1869 and 1860; and letters to the Eco"om .. t and Til ..... 1863. -

~ Mr. Cairnes reasons that England. in eonsequence of the greater amount of 
its trade with the gold cOtwtnes; must receive much more gold than othel countries, 
and that the gold it reeeives must act more powerfully upon prices because of the 
activIty of credit in the English system of circulation. But the complll'ativil in. 
-crease of the precious metals in England, or any other country, depends, as Mr. 
Mill has pointed out, not on the comparative _ount of ite trado with the mirung 
regions alone, but on the comparative balance of its whole foreign trade and ex. 
penditure. The general course of internatlonal demand and transactions may be 
such that a conub y may even part with all, or more than all, the bullion it imports • 
. Such, in fact, has been the situabon of England in several years past. In the four 
years, 1859-1862, the e;Jports of spede exceeded the impOlts aocording to the 
ratul'lls, and there is reason to think the balance was more against England th&ll 
appears by the official accounts. What bullion we got in those years went from U8 

at once mto foreIgners' hands, and much of the money we get for our manufac
tures abroad is always in reality partly the price of the foreign materials of which 
they are made, and the artIcle. of foreign production whICh the makers consume. 
Again, although speculltuve credit often rmses prICes for the moment above their 
natural level, nprcsentabve credit, which merely saves the expense of coin, 18 

only a substitute for it, and not an augmentation of the currency, and the prices 
It fixes are not higher than would prevail nnder 8 metallic system. Moreover, a 
giveD addItion to prioes bere would make less cblUlge thaD in preVIously cheaper 
-countries. And there have heen, lastly, peculiar cirCumstaDCes, pointed out in the 
.text, tending to cheapen pric"es in the English market. 
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therefore, less likely to rise in Great Britain than in many 
other regions j and the improvement in our manufactures 
generally surpassed the production of gold until the failure ot 
cotton from America. About six· sevenths of the exports of 
Great Britain are manufactured commodities, and acoordingly 
the productiJ)ns of this oountry, which first felt the influence of 
the Jlew money, generally fell instead of rising in prie,~. Nine
tenths ot our imports, on the contrary, are unmanufactured 
comm0Jities, and the things which have really risen m~st in 
oUr r..1arkets are, consequently, to a large extent, foreign como! 
mr.dities j as to which it is important to notioe that comparativ~ 
Tables of past and present prices in England do not measure t.IlJ 
chal!ge in prices abroad. Even a low price of wheat, for example, 
to the buyer in London may be a high price to the grower in 
Poland or Spain; and the French peasant may be trebling t.he 
price of his eggs and his butte~, when the Londoner pays little 
more for those articles than he did before French railways an,l 
free trade. In fact, the chief monetary phenomenon of this 
epoch is the rise of prices in remote places, put suddenly more 
nearly on a level with the neighbourhood of the great centres 
of commerce as regards the market for their produce. And the 
Tables by which Mr. J evons has attempted to measure the change 
in the value of money fail.on this very account to exhibit the 
real extent of the change even in the United Kingdom itself, to 
which his researches have been confined. They give compara
tive prices in England of several sorts of country produce for 
some years before and since the opening of the gold mines; but 
they are the prices of the capital and chief towns, not of the 
remote places of the kingdom. Beef, mutton, veal, butter, eggs, 
and poultry, for example, have risen a.bout twenty-five per cent. 
in the London market; but they have risen a hundred per cent. 
above their rates a few years ago jn the inlimd parts of Ireland 
and Scotland on the new lines of railway. The common price 
of meat in the towns in the interior of Ireland before they were 
connected with the ports and. the English market by railways, 
was from 3!d. to 4d. a pound, and now is from 7 tl. to Sd. The
rise of wages, again, in the agrioultural districts of England. 
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falls far short of the rise from a much lower level in the rural 
districts of Ireland, suddenly brought into easy and cheap com
munication with both England and America. The complete 
revolution which has thus taken place in the scale of local prices 
in the United Kingdom itself renders all arithmetical measures 
of the change in the value of money, founded on the rates in 
a few particular markets, altogether fallacious. The truth 
is, that the change has been unequal in different years and 
different places, and in respect to di1ferent commodities. 
Measured in corn, the value of money in these islands is much 
greater now than it was during the Crimean War; measured in 
cotton, the value of money is much less than before the war in 
America. Speaking generally, however, the monetari movement 
of the sixteenth century has been reversed, and the rise of prices 
has been much greater in Ireland and the north of Scotland than 
in England, and greater in the remote parts of the country than 
in the capital. This contrast illustrates the general distinction 
already pointed out between the commercial and monetary 
phenomena. of the former and the 'present metallio epochs. At 
the former period the change in the worth of money was greatest 
in the country reoeiving its supplies direotly from the mines, 
and next at or around the chief centres of commerce, such as 
Antwerp and London, and moreover, in what had been the dear
est markets before, or the towns as compared with the country. 
Now, it will be found most conspicuous in many of the ruder 
and remoter localitieS, where prices were previously lowest. 

Not one-tenth of the general produce of the mines of the 
world, since the new gold was discovered, has been finally 
allotted. by the balanoe of trade to Great Britain, and some signs 
of the presence of the remainder might naturally be looked for 
in places having little' or no direct dealings with the mining 
countries themselves.' The new gold regions have, for example, 
added a much larger amount to the treasure of France than of 
England. From the returns of the French Custom-house, it 
would appear that bullion to the value of ~early £100,000,000 
had been added, by the end of 1862, to the metallio stock of 
France; but the issues of gold coin from the French Mint since 
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1848 greatly exceed the declared imports of that metal. And 
we are not without evidence of peroeptible effects of 80 vast an 
addition to the Frenoh currency upon the market of the country. 
In 1848, the French Government revised the official scale of 
prices, based upon a. scale of 1827, and found that prices gene
rally (inolusive ohaw produce) had fallen in the interval. Since 
then the current and the ancient money values of all oommocli
tleS, imported and exported, have been set down year by year; 
and it appears from their comparison that, in 1852, a. change 
took place. Prices, instead of falling, began to rise, and, down 
to the end of 1861, ranged generally much above the old 
valuation, in spite of an enormous increase of importation and 
production. But these statistios, like those of Mr. Javous for 
Great Britain, afiord no real measure of the actual changes 
which the purchasing power of money has undergone through
out France; for, wherever railways have intersected the country, 
they have carried up prices towards the metropolitan level; and 
the advance upon former rates has been much greater in France 
than in England, because of the previous inferiority of the 
former in the means of locomotion, and the more backward con
ilition of the places farthest from the CIlpital.· In France, as in 
England, there halj been some controversy respecting the inHu
~mce of the gold mines on prices; but there too writers on both 
sides have overlooked the effect of railways upon the distribution 
of the national currency and the prioos of country productioIl.8. 
The writer on the Precious Metals, for example, in the' Diction
naire Universel du Commerce,' simply pro,nounces that provisions 
and raw materials are rapidly rising in price, but manufactures 
tending rather to fall. But in the article on Railways, in the 
same work, it is remarked that prioos have risen enormously in 
the districts they traverse, and that' one hears every day, in some 
place where people lived lately almost for nothing, that the 
passage of a railway has made everything dear.' The rise of 
prices in the provincial towns and rural di8trict~ forms the most 
prominent subject in most of the reports of the Britsh ConsulA 

• See on this subject, LH CMltUta8 d, Fir III 1862111 18(;3, par Eug~lle Fl&ehat. 
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in France for several years past.- In each locality, special 
causes are commonly assigned by persons on the spot, for • the 
dearness of living j' but how is it that the sanie phenomenon 
presents itself in so many different localities-in the capital, the 
rrovincial town, and the agricultural district P How is it, if 
railways have raised wages, prices, and rents, that the rise has 
taken place at. both ends of and along their lines P How is it, if 
labour and produce are rising in the countIt. because they are 
carried off to the town. that they are rising also in the town P And 
how could the prices of things, for the most part increased greatly 
in quautity, have risen prodigiously throughout France, if there 
were no more money than formerly circulating through it P 
Many persons Beem to imagine they have accounted for a rise of 
prices, without reference to the influx of money from the mines, 
when they have pointed out how the additional money has been 
actually laid out, and through whose hands it has most reoently 
passed. Unless they Beo the miner himself, they will not 
believe that he is the prime agent in the matter, although it is 
commonly only being brought by other hands than his own, 
that his gold can raise prices at a distance. An interesting 
German writer has reproduced one of the popular theories of 

• Thus the Consul at Nantes, in his Report for 1862, 'observes: • The market 
pric .. of good. have been greatly iocreased by the railway communication 
ootween Nantes and Paris, while house rent 11 ... risen to a price almost equal to 
I'aris.' The Consul at Bordeawr, in his Report for 1869, eays: • For a lI-hile 
the hope was entertained that the establishment of railways would roa!lze the 
problem of cheap living; but this has proved a faU ... ·y. lor the lacility of trans
rort and increased demand. of the capital have created Ii drain in that dlrtlCtion. 
House-rent baa w,thin the last few years douhled, if not trebled.' In his Report 
fur 1862. the li&l1le Consul says: • W,th the exceptlon of bread, the price of every 
commodity remains exeemvely high; and, though wages have risen in propor
tion, there does not appear to be any marked improvement m the state of the 
lower rlassea. It cannot be denied, howeyer, that the progress of civilizatlon has 
grndually created among them 8 tendency toward. more expensive babIts, and that 
",hat formerly were esteffiled luxuries have now become inwspensable wants.' 
'l'bere are similar reports from the Consuls at Havre and Marse1lI.... Nor is it 
only in the provmcial towns that this monetary revolutIOn has taken place. The 
cultivators of the &<lU, although they sell their produce at much elevated rates, 
complain bitterly of the in~.rea.sed cost of rural labour_ The rise of house-rent io. 
the towns is. no doubt, due in part to the concentration of the populatlon I but this 
would not, If there wore not more money in general citculatlon, ralS(l wnges and 
oommodrties both in town and counlly. 
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Elizabeth's reign-that luxury, ostentation, and expensive 
habits among all classes are the causes of the modem dearness 
of living, and ,not the abundance of money.- There cannot, 
however, be more money spent, if people have no more to spend 
than before. A mere change in the ideas and desires of society 
would add nothing to the number of pieces of money, and 
could not affect the sum-total of prices. If more money were 
-6pElDt upon houses, furniture, and show, less would remain, if 
pecuniary means were not increased, to be spent upon labour 
and food, and the substantial ·necessaries of life; and, if the 
former became dearer, the latter would at the same time become 
cheaper. But, when people have really more money than for
merly to spend, they naturally spend more than they formerly 
did, and their unaccustomed expenditure is considered exoessive 
and extravagant. And, when an increase in the pecuniary incomes 
of large classes arises from, or accompanies, greater commercial 
activity and general progress, there commonly is a general taste 
for a better or more costly style of living than there was at a 
lower stage of society. There is always, it is true, much folly 
and vanity in human expenditure; and masses of men do not 
become philosophers of a sudden because they are making more 
money, and their state is improving upon the whole. But their 
state is improving on the whole when their trade is increasing, 
and the value of their produce rising to a level with that of 
the most forward communities, and when the lowest classes are 
breaking the chains of barbarous custom, and furnishing life 
with better accommodation than servile and ignorant boors 
could appreciate. It is better to see German peasants building 
chimneys and embellishing their houses than burying their 
money, even if we find. them copying their superiors in non
essentials and in finery, as well as in the plain requisites of 
-civilization. The greater expense of ordinary life in North than 
South Germany has been cited as positive proof that the growing 
dearness of living on the Continent comes not from the plenty 
of money, but from the costlier habits of the people; and there 

• See the chapter headed I Der Geld-preis und .he Sitte,' in Riehl'. Oult .. rftPldont. 
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may be much that is wasteful and silly in modern German 
fabhion, as well as much that is uncleanly and unwholesome in 
what is called ancient German simplicity. But the chief reason 
why South Germany fa comparatively cheap is, that there is 
really less money in circulation; partly because it has more 
recently been opened up by railways, and still remains farther 
from the best markets of Europe; and partly because a greater 
proportion of the money actually gotten is hoarded--which 
is a sign of comparative backwardness, and illustrates the con
nexion between progress and ascending prices noticed already. 
'Wherever backwardness is changing into progress, and stag
nation into commercial activity, it will be found that oheapness 
is changing into dearness, and that something like English 
rrices follow hard upon something like English prosperity. 
Thus the British consul at Bilbao reported lately: 'The increased 
trade and prosperous condition of the country have drawn 
numbers of families to Bilbao. As'a result of this the cost of 
living has risen enormously, and Bilbao, long one of the cheapest 
towns in Eurore, has become a comparatively dear plaoe.'t To 
Brain, whioh in the sixteenth century robbed the treasures of 
the N ew World direotly from their source, gold now comes by 
honest trade, and the miner is hidden behind the merchant. 

• The following p .... age is taken from the Remu Germtlniq'" for October, 1863, 
in which it form. part of a translation from an article wbleh appearc.d in 1857 in 
a Garman Quarterly :-' La populab.on de scampagnea a ete dans lea huit dernicres 
annees comme une eponge qui 8'est gorgee d'argent, Dea statisticians ant ea1cuhl 
'I ue dan. un seul canton a bIe de l' Allemagne du sud,lequel na compte que quslque 
millea CII1TIlS, on a thesaurise dans Ie cours des au dermeres anne 08 au Moina un 
million de ftorins d'argent comptant, qui n'est pas rentre dans Ie commerce.' 

t The Consul gives the fol1o" illg comparative Table of Prices in 1854 and 

1860:- • 

Housee and apartments, 
Deef (per pound), 
Mutton, .. 
Veal, .. 
Bread, .. 
P"tatoea (per 8tone), 
Eggs (per dozen), 
Wille (two quarts), 

1854. 
£ L. •• d. 
15 to 30 0 0 

o {I 2l 
o 0 2! 
o 0 3t 
001 
020 
o 0 st 
o 0 7~ 

1860. 
£ £ •. d. 
60008000 

004 
o 0 4t 
008 
002 
o 3 7l 
o 0 7g 
o 1 31 
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Unaccustomed streams of money are Howing, not only into tho> 
towns of Northern Spain, but through all the more ~rtile' 

districts of the Peninsula. near the new lines of railway. And 
the' sums by which prices have been raised in Portugal and 
Spain could evidently not have been drawn from England and 
France without a corresponding fall of prioos in those countries, 
.blld their cofiers not been replenished from a new source. It is,. 
too, in regions like the great corn-distriot of Medina. del Campo, 
poor lately in money, but rich in the 'Wealth of nature, that 
prices must rise fastest when they are brought into easy com
munication with the markets where money abounds, since th& 
money is both attracted by their cheapness, and produces the 
more sensible change on account of it. It is in such places also
that the unwonted abundance of such treasure, and the rise in 
the peouniary value of the labour and produce of the people, &rEt 

to be regarded as signs of rise in the international and economical 
scale, and of the obstacles being at length overoom(t which 
for centuries prevented them from contributing their natural 
resources and energies to advanca the general prosperity and 
happiness of mankind. Thus the trade of the Swiss, shut out 
by their own mountains from the principal markets of Europe 
in the last century, now reaches to the farthest regions of gold; 
the merchant 'and the traveller pour the precious metals into 
their lap; and a country, not long ago scantily furnished with 
a bas~ native currency, is now flowing with money from the 
mints of the wealthiest States. In the north and east of Europe 
we likewise find the range of prioos indicating the course of 
local fortunes, and the share of remote places in the increased 
currency of the world depending on the improvement of their 
means of intercourse slid trade with the more forward regions 
and their general progress, In Norway-which, with a 
population about .half of that of London, is, in rosrect of 
its commercial marine, the fourth among maritime powers
the wages of seamen rOBe at a. bound to the British level 
on the repeal of the navigation laws; and no sooner di.! 
Australian gold appear in Europe than the Norwegian curreney 
swelled to an unprecedented balance, and prices rOBe to a 
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I,itoh unknown before.- In Russia, a commodity which, a. 
few years ago, was worth to the produoer in the interior only 
0. fourth of the sum ~t would sell for in the oapital, may now 
be carried thither at oomparatively trifling cost in fewer days 
than it might formerly have taken months to perform the 
journey; and the produoer gains the differenoe. Suoh a burst 
of traffio ensued upon the new means of looomotion that the 
receipts of the St. Petersburg and Mosoow Railway for the 
carriage of goods in 1859 are said to have e9,ualled those of the 
best railways in England; and in the summer of the previous 
year 300 steamers plied the waters of the Volga, where only ten 
could be counted in 1853. This rapid growth of trade was 
accompanied, as the British Seoretary of Legation rep?rted, by 
a great improvement in the condition of the people, inoreased 
demand for labour, and higher wages, better food, and the ex
change of the sheepskin for cloth. The exports of Riga, again, 
a.re of the very class which benefited most by the alterations in 
the English tariff, and whioh rose the most in the English 
market immediately after the influx of new gold began; and at 
Uiga the same monetary revolution has ensued which Bilbao and 
olher Western towns have experienoed. In his report for 1859 
tile British Consul says :-' A fact whioh seems rather to weigh 
against Riga is the rapid inorease of late years in the cost of 
living in this port. The necessaries of liie have doubled in ten 
years; labour has risen in proportion.'t It would, however, be 
au inferenoe wide of the truth, that the whole Russian Empire 
exhibits similar indications of a rise towards the Western level. 
Great part of it is hardly better furnished with the paths of 
traffio than before the discovery of' Amerioa; the carrier iu 

• 
• Butlsh Consul'. Report for 1852-3. The Consul at Gottenberg, in Swedon, 

",porte for 1856 :-' The year 1865 h"" been most prosperoUs. Not"ith.standmg 
that most arltclea are now admitted free of duty, provisions of eve,y lund are 
e.xcel!9ively dear. many artIcles baving, witbm the l""t few years, advanced to 
trellle, and in no instanoe to less than double in price. This may be atbibuted to 
the general prosperity, and consequent increased consumption of bettel food, amollg 
the working classes! 

t A part of this rise is attributable to the depreciation of the paper rouble, but 
this was Dot considerable at the period referred to. 

1I 
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many places leaves the cultivator little or no surplus; an<l 
the resources of a. teeming soil and the industry of an ingenious 
people are imprisoned and valueless. There is, in fact, still 
great inequality of 'prices, 8S of opportunities of progress, in 
different parts of Europe; but there is evidence, nevertheless. 
of the presence of a new money power . in parts of every 
Eur!ipean country' since the new gold first glittered in the 
market, and the Englishman has had, in his own quarter of the 
globe, many suooessful oompetitors for a share in the treasure, 
some of whom have been realizing prices much more above the 
ancient level than those which have ruled in the wea;lthiest 
towns of this island. Different countries-different localities
by reason not only of the inequality of comparative pro
gress, but also of the vicissitudes of the seasons and political 
affairs-have participated unequally from time to time in 
the general enlargement of the circulating medium of Europe. 
One prevailing tendency is, however, discernible in the com
mercial movement of this age-to reverse the monetary order 
of the 16th century, and to raise most, in relation to money, 
the produce of places where money was scarcest before. Is {t 
so in Europe only P On the contrary, the most remarkable 
contrast between the former and the present epoch in the history 
of the precious metals lies in the' share allotted to Eastern 
countries, and the rise of Eastern industry and productions in 
international value, as measured by the universal standard of 
money. From 1500 to 1595 the Portuguese monopolized the 
maritime trade with the East Indies; and the, cargoes of 
Asiatic merchandize which arrived in 'Europe, few and small 
in the first half of the century, deolined in the latter half;' nor 
does Mr. J acoh estimate at more than fourteen millions the 
entire amount of treasure which moved to Asia from the W 6bt 
in the first 108 years after America. was discovered. In the 
last fourteen years, India has netted a. balance of about a 
hundred and fifty millions. For upwards of two years the 
scale has been loaded in favour of India. with money lost to 
the American States by the war-a fact which illustrates the 
connexion with tbe fortunes of nations of the movement of the 
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precious metals. This influx into India began, however, with 
the increase of their quantitY'in the world,· following the 
general law of the period of the attraction of money to cheap 
and fertile places with which communication has been improved, 
and in favour of which international trade IIlUst be redressed. 
The money has Howed into India, it is trUll, not only in the 
immediate purchase of its commodities, but also in loans; publio 
works, -and investments of English capital-a fact, however, 
.springing from the same general oause, and tending in the same 
direction. It is a faot. of the same order with the gradual rise 
of the country to an economio level with the earlier elevated 
towns which struok the sagacious mind of Adam Smith. 'Every
where,' he said, 'the greatest improvements of the country have 
been owing to the overflowing of the stock originally accu
mulated in the towns.' The ruder and remoter regions are at 
length, if oommerce be allowed its natural course, brought into 
neighbourhood and fellowship with the regions more advanced 
and endowed with the same advantages, especially with that 
ad vantage to which the latter mainly owed their earlier progress, 
the advantage of a good oommercial situation, whioh steam 
navigation, railways, and roads, are giving to many districts in 
India, rich in the food of mankind and the materials of industry, 
but unti\ lately unable to dispose of-their wealth, unless upon 
begg::rly terms. There are some who view the acoession of 
metallio treasure to suoh oountries as a burden and a loss to 
them-who maintain that the money exported to India, for 
example, ~bstracts a proportionate sum of commodities from 
the consumption of the natives, and then disappears in useless 
hoards or frivolous orllaments, adding litHe or nothing to its 
industrial spirit and power, or to the pecuniary value and com
mand over foreign markets of its produce. As to the actual· 
use of the new treasure in India, the truth is, that there, as in 
Egypt, and every continental country in Europe, it has been 
Loth hoarded and oiroulated. Even in England there is always 

• The bullion imports of Iucha in 1852-3 exceeded five millions sterling; In 

1850-6 they rose noorly to eleven millions and a-half; in the year 1856-7. the 
year before the mutiny, they reached .£14,413,690. 

U2 
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a. conqider~ble quantity of money lying temporarily idle in the
purse of the people too poor to keep bankers; and we shall 8e& 

reason to believe that the amount of hoarding in India is by no 
means so great M some 'English writers assume. Almost all 
the gold, however, or ra.ther more than a. third of the whole 
treasure lately imported into India, bas certainly been either 
hoar.Qed or made into ornaments. By reason of gold not being 
legal tender in India, the gold mines have added only indirectly 
to its currency-adding not gold but silver money. In the 
West the new gold has taken the place .of silver; the greater 
part of the silver set free has been

t 
finally carried to India, 

where it has a purchasing power-which gold-a. far mOre 
portable, convenient, and economio medium-hM unfortunately 
been denied. Even the hoards and ornaments in India, how
ever, are nol: to be regarded merely as waste. They are not 
only as legitimate pleasures and uses of wealth as many of the
modes of expenditure common in the West, but they are also 
the private banks and insurance offices of the Indian natives.-

The total coinage at the three Indian Mints, including an 
insignificant quantity of copper and gold, since the discovery of 
the gold mines, amounts to about a. hundred millions of English 
money; and, in oonsidering the effects of so great an addition 
to the coinage, it is material to observe that prices had gene
rally heen falling in India. for more than five-and-twenty years 
previously. During that period the balance of treasure netted 
by India had not been large, owing ,to the slow development 01 
its export trade, and the considera.ble, remittances of IIpecie to 

, . 
• It lXlay not be considered out of place here to aotice & JDisoonception ,.binh 

seems to exist ,.ith respect to the effect OIl prices of th .. large -portion of the annual 
supplies of silver and gold made in all countries, not into money, but into articles 
of uee at ornament. Some writers treat this portion 8S having no effect at all on 
prices; others make calculations in which the whole additional stock of the 
precious metals from the nllw mines is counted"" money. Dut, when the precious 
lXletals are converted into articles other than money, and 801d and Clrcula«>d ,.,. 
commodities, they tend not to raise, but to lower, the general level of pricell, by 
absorbing a portion of the currency in their own circulation; for money cannot b& 
in two places or doing two things at the same time, and the quantity engltgNi ill 
Duying plate, watches, ornaments, &0., is Withdrawn t .... m the market of other 
commodiliea. Hence the whole IIdditioa to the /!took 01 the precious JDetal. in 



In the Sixteentk and Nineteentk Centuries. 2U3 

England. On the other hand, the 'Producti~ of commodities 
inoreased from internal quiet, and the work to be done by the 
circulating medium of the cO\!ntry was multiplied pot only by 
the increase of ordinary traffic, but also by the adoption under 
British rule of payments in money for taxes and other pur
iPoses, where pa,YIfLents in kind and barter had been customary 
bofore. The amount of the cw;renc;y had in consequence be
-come insufficient; the natives were often inconvenienced, and 
sometimes even ruined by its scarcity; and the labour and 
commodities of India were bought Ql'l.eaper and cheaper by 
other oountries. In fact, the price of labour and of many com
modities was lower in India in 1845 than in England when the 
mine of Potosi was discovered three hundred years before, .and 
we have seen how the previous oheapness of the English market 
contributed to the monetary revolution whioh followed the first 
.oonsiderable influx of silver from the New World. 

But it would be an error to look for a rise of price in all 
-oommodities and looalities alike in India on the augmentation 
<>f its ourrency. The apparent effect of an expanded currency 
is sure in any oountry to be magnified in the case of some com~ 
modi ties, and diminished in the oase of others, by extrinsio 
{lauses. The additional money is, in the first plaoe, not laid out 
on aJl things or in all places equally-on some there may be no 
additional expenditure at all; and it raises mora, or less, or not 
.at all, the prices of the things on which it is expended, according 
to the supply forthooming in each case to meet the inoreased 
pecuniary demand. Thus, for example, the paper price of dif
ferent commodities at New York had arisen above their level a 

England olince the d,scovery of the new mines has not only not tended to raise the 
prloes, but a portion, and probably a very conSIderable portion, has really acted in 
the contrary direction, having been made into artioles whioh added to the stock of 
<ommoditios to be circulated. The oOD8Umptioll of gold and silver in the useful 
and ornamental aria in England, for watches, plate, jewellery, and deooration, 
must be very great. In Adam Smith's time the value cOD8um~d in the town of 
Birmingbam in pl .. ting and gdding alone was estimated at more than £60,000 
< Wealth of Nato.n., Book I. ch. xi.); and last year it was stated, in the Campden 
House case, that 'a single artist had received from the proprietor of a single house 
no less ilIum than £1000, not for the work of gilding generally, but for the aotual 
,old to be used in the process.'-Tinu., Sept. 6, 1863. 
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year before in dlfierent degrees 'from 10 to 220 rer Nnt.· In 
India prices have varil'd muoh in different places, and in ddIo
rent seasons, partly through the flnequal distribution of the new 
money through the different localities, and partly on account of 
local inequalities in the supply, not of money, but of commodi
ties. The defect of means of internal communication, ID\-)l'S than 
any ~ther ciroumstsnC<', has contributed to cause great local in
equalities in Indian prices in the last ten years. t It throws some 
light upon the English prices in the 16th century to read that, 
in the North-west Provinoos during the famine 'Which followed 
the Mutiny, 'while in olle bazaar prioes of 4 rupees per mauna 
might be ruling, in another not fn.r oft the llrica WOll.lJ Le 
R. 1'8; yet no flow could take plaoe from the full to UUt ex-

• Soo a table of prices of filt;y-live commoditiCII in the New YOl'k Mar\.;,·t.
,E.'OfI"",i.,. March 28, 1863. 

t The effect of the increase of mon~y in India cannot b" 1I1e88un.>d II,. the r.,t~' 
at which Indian products aell in the Engilsh mllrk~t. rrices art> ver;y un"'lual ill 
ddfenmt parts of the East, and our imports may come from the cbcap.lst places. 
M.,,...over, prices may be actually rising at the place of exportation, ~1uI. falhnjli at 
thl.' place of importation, and the ver;y eause of a fall at thtl latter may prod'U'8 a 
rise at the fonner. ThUll, the price of ril'6 hus been 10'011' of late years ID the EngliBh 
market, because or large importations from the cbeap DUrml'S8 pro~nt'ea, where, 
bowever, the price baa men in eonsequcnce. For the 6IUIle reason, together with 
the abundance of the crops on the spot, the price of rice h .. latterly been 10., in 
some districts of Dengal in ~hich pril'e8 genfll'llUy haTe be..n high. Thu., at 
Dacca, the price of rice was not higher in 1862 thall in 18U; it ....... bO.,IIver. 
30 per cent. higher at llcrhaulpore, and 100 per cent. higher at Cuttaclt. The 
eXl10rta of India-oolfoo, ootton, gn.ins, hemp, hides, indigo, jute., oils, opium, 
snltp~tre, 8e009, shawls, ailk, sugar, tea. wood, wool-hue almost all men gt'l'<ItJy 
even in foreign markets. Neverthilleae, the pricee in Mr. J.,vona tahl ... of • tea, 
sugar, rice, foreign spirit&, spi.,.., leeds,' b""e been referred to by an able writer 
8S oonlirming his conclusion that pri<'811 have risell 1_ abroad, &Ild especially in 
India, and Eastem and tropical oountri ... generally. than in E1,glaod. Dut Engli.b. 
pricea ant not foreign pricea. - Of the commodities just naIDed, rice LILt gm.tly 
risen in moet parts of India; tea h .. r1aen eonOlderably _ll in tha EuglWl market, 
but much more ill India: and 8U~ hM rUell in Illdia (monJ than 100 Jl'II' ocnt. in. 
soma plact'&), hut it hili! falliln in Ewope for 8&veral yeo.n, O\fmg to the enormous 
inorease of the produce of Cub& and Porto RUlO, and of boot.root lugar on &h .. 
Continent. Fomga spirits (oseepC brandy. which hae IIJllch men) haTo fal.IolIl in 
England, in common with British spirit&, by reason partly or the imlllt'DM pnollll)
lion of rum in the Weat Indies, and partly of diJninJahtld COlllll&DlPtioa in }:nglan<l 
and lreI&Ild. Spices have beea falling in the Britid market av".. eiooe the _. 
tion of the Dutch monopol;y, owing partly to the .i.ma_ increue in the 1OUn-_ 
IlIld amou.ut of 'eupply, part\;y to the estent of aJul.&ontion, and partly to the 
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hansted market, because roads were not in existence.''' Before 
the Mutiny the prosperity of these provinoes had steatiily in
creased, and labour bore a price in them from 1854 to 1857 that 
it had never borne before. Then came destruction and famine; 
and while the prioe of labour fell, that of food inoreased-just 
as, in the winter of 1586, food bore an enormous price at Ant
werp and Brussels, not because the new mines were prolifio-for 
the plenty of money had disappeared-but beoause the Spaniards 
had stopped oultivation.t In the adjoining provinces of Hol
land, on the contrary, prioes at the same period were high, 
though every commodity abounded in the market, because 
American silver abounded there too; so likewise in India, while 
famine prices reigned in the N orth West, there were other 
provinces in which things were at once abundant and dear, 
because the harvest of money as well as of food had been rich; 
and the same may be'said of the North West itself for two 
years past. During the famine years in the N orth West. the 
enormous rise in prioes, generally in the Lower provinces of 
Bengal, was not attributable exclusively to the operations of the 
Indian Mints; but in 1862 and 1863 plenty reigned all around, 
and yet prices ranged far above their level in .I8M, with striking 
inequalities in the rise in diffe;rent districts in different commodi
ties, varying from above 300 per cent. to less than 20. Sugar, 
for example, was only 25 per cent. higher at Dacoa in 1863, but at 
Patna. and Dinapore it was 130 per cent. higher than in 1854. 
nice is almost the only native product in any part of the Lower 
provinces of Bengal which did not sell much higher in 1863 
than before the drain of silver to the East, 'which the gold mines 
made possible j and the rare exception is accounted for not only 

alteration in our tastes and customs of cookery, through which the demand hIlS no~ 
incl'eIlsed with the supply. Oil seeds have nS8n enormously in India. Opium (to 
",h,ch the writer quoted has not referred) is the only Indian export of importance 
"hleh has fallen.m India itself; the causes of the fall being, first, a great increase 
"f production since the Government raised the price to the cultivator, in order 
to drive rivals from the Chine~ market; and, Beeondly, the late mcnetary crisis at 
Calcutta. 

• Colonel Baird Smith'all.pori. 
t Motley's Unitea N.tAerl,.,.ds. 
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by splendid crops upon the spot, but by the diversion of a part 
of the. d'eQland to the Burmese rice-grounds. Com, in like 
manner, is as cheap in the London market now as it was a 
hundred years ago. because the supply of last year has outgrown 
the money demand. But rice sold in 1863 for double its ancient 
price in many parts of Madras. although cultivation had extended. 
and tIle two last harvests had been good, while the importations 
of food had increased, and jts exportation diminished. In the 
interior of Bombay such unprecedented prices have been latterly 
witnessed that the natives (who seem to be equally blamed 
whether they save or spend) have been accused, in an official 
Report of ' playing with their money like the Californian gold
finders in the first days of the diggings! In this novel 
prolusion of expenditure, in the new comforts and luxuries 
with whiuh the natives of India. are filling their houses, in the 
new and more numerous exchanges whieh money performs in the 
interior of the country, and the larger sums necessary to pedonn 
them at rates enormously higher than formerly, we have the real 
account of much of the money supposed to have been hoarded 
because it has not found its way back to the bankers in the 
chief towns. The peasantry of the poorest districts in Ireland, 
in the late famine of 1847, were, in like manner, supposed to be 
hoarding the silver introduced bi the Board of Works, because 
it did not return to the banks: the true explanation being tLat 
barter had ceased, and the coins which had disappeared were 
busy performing common exchanges, which had never been per
formed by money before. It is no slight advantage to the 
Indian natives to have their industry exoited, and their traffio 
facilitated by the unwonted abundance of the currency, and it 
liberates the ryot from the cruel exactions of the money-lender. 
It raises the value of Indian commodities in the market of the 
world, and the Hindoo is no longer forced to sell cheap and buy 
dear. in intema.tional trade.- It is in the rate of wages, perhaps, 
that the most remarkable proof is afforded of ,the elevated rank 

• The disadvantage to which a country i8 expoaed hi international trade from 11 

lower range of prices than obtains in the countries with which it traGee, is wet. 



In tile Si.deentk and Nineteenth Centuries. 297 

-Qf the Indian people in the soale of nations i for the comparative 
powers of production and purchase of different nations are 
measured by the average pecuniary earnings of labour in eaoh. 
The rise of money·wages in England is seldom Domputed at 110 

much as 20 per cent.; but the' localities are now few in India. 
where the labourer cannot earn more than twice the sum he 
<loulJ have done twelve years ago, and there are many in which 
he can earn more than three times as much. The railways, 
and new publio works, and the emigration of Ooolies to Oeylon, 
Mauritius, and the West Indies, bave, along with the EUropean 
purohases of cotton, contributed largely to this result j but a 
fact is not explained away by showing how it has come to pass. 
The better market for the industry of the Hindoo, the expendi
ture of unpreoedented Bums upon it, and its extraordinary rise 
in price, are the very things Bpoken of. All the silver sent. to 
the :East could not add a. rupee to the price of its produce and 
industry unless it were expended; the railways, public works, 
and the payments for cotton, are among the channels of expen
diture; but the true sources of the money, though it be nearly 
all silver, are the new gold mines, for the silver could not have 
been spared from the West, bad its place not been supplied by 
new gold. 

There is, then, upon the whole, incontrovertible evidence of 
a great change in the value of the precious metals in the world, 
far more extensive than occurred in the 16th century, and upon 
a different ground-plan; but, like that earlier monetary revo
lution, it has been neither universal nor equal where it has 
occurred. It has not been universal, for the Egyptian is almost 

explained in the following answer af the Doctor to the Knight in the old J)ialogue. 
referred to m the early part of thiS article :-

• K"'$IIlt.-Yea, but, sir, if the increase of treasure be partly theoccasl,Ou of this 
~oiltinued dearth, then by likelIhood in other our neighbours' nations, unto whom 
yearly is consigned great .tore of gold and silver, the prices of victuals and other 
wares in like 20rt be raIsed, according to the increase 0£. their ue .... ure.' 

• J)oelM'.-It i. even 80; and, therefore, as I account it a matter hard to revoke 
all our .EnglIsh wares lI1It? th~ir old prices, 80 do I not take It to be either profitable 
conveDlent to the relilm, except one should wioh that our commodities sbould be 
ll.ttered cheap to Gtlangers, and on the other side be dear unto U8, which could no, 
be wIthout great impoverishment of the commonwealth.' . 
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the only African enriched; China has netted nothing on the-
balance of its trade for many years, and the cattle wandering 
in the pampas of La Plata Boon leave the golden.circle. Nor 
has it been equal, for' the change has been greater in cheap
markets than in dear. But the immense rise of prices in many 
of the former has been balanced by no corresponding fall in any 
of t!!e latter markets, and iii great diminution in the value of 
money, on the whole, is therefore clear, though to attempt t~ 
measure it with precision js vain, and to talk of it in terms of 
arithmetic is an abuse of figures. The only reasonable conclu
sion on the subjeot is, that money has for the pre~ent lost muoh 
of its purchasing p~wer in the general world of trade-a con
clusion by itself little to be desired. ,To load the exchanges 
of men-to alter the terms of agreement, and disappoint just 
expectations-to make landlords unwilling to grant leaMs, and 
all classes doubtful about contracts for time and thrifty invest
ments-were a calamitous result of the enterprise and toils of 
the miners. And some evil of this kind has undoubtedly been 
done. The first consequence, too, of the discovery of the new 
mines was a diminution in the production of commodities. In 
1851, half the male population of Victoria deserted their 
occupations for the diggings. In 1850, when the population of 
the colony was only 76,000, more than 52,000 acres were under 
cultivation. In 1854, when the population amounted to nearly 
237,000, only 34,657 acres were cultivated. In 1860, this very 
colony imported from the rest of the world consumable commo
dities to the value of more than fifteen millions, and gave 
commodities in exchange to the value of only four millions and 
a quarter. British Columbia to this day has produced little but 
gold, anJ. has levied a continual tribute upon the food, clothing, 
and impleme~ts of the rest of the world. :Nevertheless, the good 
and the,gain which have accompanied the evil and the loss are 
infinitely greater. The new gold, has not only founded com
mercial nations of great promise round its sources, and enabled 
our own nation to work out (not only without a. paralysing 
monetary drain, but with triumphant success) the problem of 
free trade, and to purchase in most critical times the material 
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of our manufactures; but it has assisted many backward 
communities to rise rapidly in the scale of civilization, and 
'wandered heaven-directed to the poor.' The rapid rise in th~ 
pecuniary value of the labour and produce of several such 
communities, of which evidence has been given, is not merely a 
sign and eHect of their growing prosperity and elevated com
mercial position i it has also helped to conduce to their progress. 
The new money has obtained the immedia~e execution of great 
works such as a long line of ancient Egyptian tyrants could 
not have c<1mpelled i- it has been a stimulus to the cultivator's 
induetry and to the merchant's activity; and it has substituted 
to a considerable extent a civilized medium of exchange for th~ 
barbarous and obstructive contrivance of barter. 

So much the increase of the precious metals may be said t(} 
have accomplished. What more in their future increase. they 
may aocomplish it is not in the provinoe of political economy to 
forecast. They may become a curse instead of a blessing i they 
may tUfn the reaping-hook into a sword, and beoome the sinews. 
of war in Europe, when the sinews of war are exhausted in 
Amerioa. In Asia they may be buried out of the reaoh of th~ 
merchant by rebellion and anarchy, and prices may rise although 

• 'An extraordinary revolution is rapidly proceeding in this country 
(Egypt). Europe has tinally understood tha immense future of Egypt, and is. 
e"ger to develop her yet budding resources. Every .teamer is pouring a new 
population and a golMn stream on our shores; energy and capital are taking 
possession of the land, and urging it forwlUd in the path of Civilization and 
wcalth. Not only are the cil1es of Alexandria and CalrO receiving SO great an 
influx of inhabitants that, although whole quarters are rltiing on every side, 
house.room is .till insuffiuent, and rents are always increasing; but the inland 
town, and villages are overrun, and factories with high chimneys and long Iioea 
of black smoke cut the sky of our flat landscape through the length and breadth 
of Lower Egypt. Gradually, but surely, the tide is creeping upwards, and will 
aoon people the shores of tae Thebaid. Englishmen, I am glad to say, are not 
behind in the race, and their numbers must always increase in a corresponding 
ratio to the amount of machinery employed. The effect of all this ,is telling on 
tbe natives. I lately heard that Hahm Pacha, in conversing with his fann 
labourers, had found the intellect of the lads who have grown up since the intro
duct.on of ,the new mechanical appliances was greatly in advanoe of that of the 
men who had reached IlIllJlhood under the former Pllmitlv8 system of ~ultivation, 
'II' hen the ox was the all.in·all to the fellah, and when his mind had no atlmulus 
and no cause for thought or mqwry.'-Z\I1I68, March 28, 1864. 
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money is scarce, because food is scarcer still. But, should bolh 
Mmispheres be blessed with peace, their hoards 8.8 well as their 
mines may pour their contents into the lap of trade, and a Dew 

use may be found for all. The emancipation of the Russian 
serfs aifords, in the payment of wages it involves, an example of 
the useful empioyment which the progress of civilization may 
pro_vide for an increase of silver and gold in the world. The 
history of the last fifteen years bids us believe that, if the sword 
can be kept in its sheath, the precious metals will become less 
precious, chiefly in places where they are too precious a.t present; 
that prices will rise:fastest where they are now lower than they 
should be, or cou}l be, if commerce h4d convenient pathways; and 
that commodities will finally be multiplied as much as pieces of 

I 

money on the market. Given the fertility of the mines and the 
total quantity of money in circulation, prices in the aggregate 
must be lower through the world as a. whole, in proportion to 
the general industry and skill of mankind, a.nd the extent and 
facility of their trade; but in the same proportion they must 
also be nearer equality in different markets; and the rise of 
prices in cheap places to the level of the dearest is a sign of 
advancing civilization and prosperity. If prices were at a per
fect equality in all places, it would prove that even distance as 
well as war had ceased to separate mankind. Although the 
literal attainment of a perfect monetary level is, therefore, 
manifestly impossible, the history of prices proves that, while 
many obstacles to human fellowship remain, more has been done 
since the new gold mines were discovered to make the world one 
neighbourhood than was done in 300 years before. 



xx. 
THE NEW GOLD MINES AND PRICES IN EUROPE 

IN 1865.-

ON the disoovery of the new gold mines, under the name of the 
Gold Question, an eoonomio inquiry, unoonneoted with party 
politios, for the first time gained the ear of the publio at large. 
Yet publio interest has been languid, in oomparisob with the 
real importanoe of the monetary problems involved. The ohief 
reo.son for this is perhaps the diffusion of an opinion, that the 
effeot of the inorease of money upon prIoes praotioally oonoerns 
persons alone whose peouniary inoomes are_ fixed: an opinion 
whioh would be suffioiently true if prioes were everywhere uni
formly affected, and with respect to all things alike. But the 
fact is, that the soale of relative inoomes, an<l Of relative price8, 
in different plaoes, and with respeot to different commodities, 
has been so altered, that the old level of profits in different 
employments, and the old rates of expenditure in different situa
tions, have been permanently disturbed, and new elements must 
.be imported into all oaloulations respeoting the best markets to 
buy and sell in, the oost of living in different looalities, the out
gc,ings and returns in different trades, and the rates of interest 
which different investments will yield. Those who omit to take 
these new elements ~to account may find that their expf!nses, 
both as produoers and oonsumers, are largely inoreased, while 
the prioes of their own productions are not higher than formerly; 
or they may find themselves buyers in markets in whioh rrioes 
have unexpeotedly and enormously risen, and sellers where they 
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have risen in no such proportion; or again, they may mi~s 
investments which "'-would yield extraordinary gain. The 
British farmer oomplains that while labour and many of the 
requisites of production are dearer, he gets no more money than 
formerly for his wheat, and the migration of population from 
the oountry to the towns, and the production of animal food 
inste],d of corn, are among the results of changes in :relative 
prices at home. Most writers on the effects of the Mines have 
-confined their observations to changes in prices at home. The 
truth, however, is, that changes in prices abroad are of equal 
importance even to Englishmen, not for the purpose of theoretioal 
instruction alone, but even with a. view to pecuniary saving and 
gain. Every day people are making speculations and entering 
into transa~ons-in emigration, in foreign trade, and in foreign 
loans and undertakings-the prudence of which depends upon 
the movements of prices abroad. Great und,ertalcings by Eng
lishmen abroad, in fact, have been based upon estimates which 
have proved fallaoious, because they made no sufficient allowance 
for the effects of an extraordinary increase of money in remote 
places .. Chairme~ of Indian Railway and Irrigation Companies, 
for example, have reported in London that the rise of prices 
in India had falsified all their calculations, and entailed the 
heaviest losses on contractors. Nor is it in production alone 
that the unequal alteration of prices has made itself felt, for 
-consumers have been very differently affected according to the 
place of their residence and the things they are accustomed to 
use. The class of British holders of fixed incomes, who have • 
really been the chief sufferers from the increase of money in 
<>ther hands. than their own, are not fundholders and Govern
ment servants in Great Britain, who are generally placed first 
in dissertations on the subject, but military and civil servants of 
th~ Crown in India, who are confronted by a rise of prices to 
which there has been nothing similar in England since the -reign 
of Elizabeth. Even in England itself, consumers are difiorentIy 
affected, aocording to their class of life and habits, and the 
localities they live in. To the agricultural labourer the price 
of grain is the- chief matter, and grain is cheap; he suffers 
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ilomparatively little from the deat:ness of butter and meat, and 
nothing from the dearness of servioe, now pressing 80 hard on 
the poorer gentry and tradesmen, espeoially in the parts of the 
country where suoh things used to be cheapest. It depends 
entirely on the localities men buy and sell in, and the things 
they buy and sell in them, how they are affected by the greater 
amount of money in the world; and statistical averages of 
prioes in general are not only fallacious in prinoiple, but mis
leading in practioe. The additional money has been unequally 
distributed by the balance of trade to different countries, and 
very unequally shared by different classes in the countries r~
~eiving it; again it has'been spent by the classes receiving it, 
not upon all commodities alike, but unequally, and the supply 
-of some things upon whioh there has been an additional ex~ 
ppnditure has increased very much more than that of others. 
Moreover, a low range of prices is raised more by a given 
adllition to money than a high one, which is one reason why 
the change has been greatest in places once remarkable for their 
~heapnes8.· And from what has been said, it is plain that a 
ilhange in comparative inoomes and prices would have been 
~Ilused by the new gold alone, sinoe it would inorease the 
incomes and expenditure only of the classes, beginning with 
the miners, to whose hands it suocessively came. But the new 
gold. has by no means been the only new agency at work; an 
altered distribution of money through the world has been 
brought about by more general and permanent causes. And 
at a time like the present-a time of doubtful markets a,nd 
hesitating trade-it is peculiarly desirable to lay hold of the 

• The greatet- effect 011 10 ... prices of an additional sum of money is a matter of 
consulerable practical importanoo, which may be illustrated in thIS way. Let '1\ 
."ppose tlISt tha pnca of commOn laboUl" was formerly lao 6a. a-day in England, 
&Ild 14. a-day iu India, and that the increased demand for labour has added a .ix
pence to the rate of dally wages iu both countries, raismg the rate from 1a. 6ri. to 
2" in England. and from la. to 7d. iu parts of India. Wages would then hava 
riBtln 33 per cent. in England, and 600 par cent. In India; and wheresa a con
tractor could only hire three men in England for tb. Bum with whioh he could 
formerly havo lured four, ill India he could ollly hire one man for the SUm with 
whICh he could formerly have binld six • . 
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fundamfntal causes at work, because, although the fortunes ot 
individuals here and there may depend on the momentary 
condition of things, to the bulk of society the permanent 
agencies which prevail in the end, and the permanent rates. 
they tend to establish, are the objects of greatest importance. 
Commerce and enterprise may pause and falter for a few weeks 
or~onth8 j a transitory disturbance ori~n8.ting in America. 
may possibly agitate all markets;. but such possibilities only 
make it of greater importance to know what to look forward to 
afterwards, and to distinguish between permanent and temporary 
changes of prices and of the profits of production in each place· 
and with respect to each sort of thing. 

The general principle determining th~ distribution of the
precious metals is, that money is spent by those who receive it 
on the things they want most for production or consumption,. 
and in the places where those things can- be procured at the 
smallest expense. To buy in the cheapest and sell in the dearest 
mar~et is the policy of trade; and a combination of causes hils 
latterly given, and is continually giving buyers, on the one hand, 
a.ccess to cheaper places of production for many commodities, 
and the sellers of the produce of such places, on the other hand, 
easier access to the markets where their value is greatest. But 
this necessarily leads to a change in the seats of production and 
in relative prices, the tendency being always towards the pro
duction of everything· in the places within reach where its cost 
of production is least, and towards an equality in the pric~ of 
pot:1;able goods over the area of cheaper and closer commercial 
intercommunication. Producers in particular occupations and 
particular places, accordingly, have not only obtained no share
in the new treasure, getting no additional custom either from 
~he mining countries or from the countries these dcal 'with, but 
have even fonnd the demand for their produce decreasing, and 
transferred to other localities; and capital and industry are in a 
course of migration, not only because extraordinary pronts are 
offered in new regions and new employmey,ts, but also kcause 
ordinary profits are no longer to be made in old places and oM 
employments. . 
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The great gold movement itself-that is to say, the pro 
duction and distribution of the new gold-is only & part of a 
much larger movement, resulting from the new facilities of 
producing many things, gold among the number, in cheaper 
places than formerly, and disposing of them more readily in the 
places where their value is the highest,. and the enterprise with 
which suoh facilities are being turned to account. The mines of 
California and Australia, for which older mines were forsaken,· 
are only & particular class of new sources of production from' 
which the markets of the world are being supplied, and their 
rapid development is only a particular instance of the energy 
with which cheaper and better sources of supply are sought 
and developed. The bent of the industrial and commercial 
movement of our times is, above all things, to disoover and put 
to profitable use the speoial resouroes, metallio and non-metallio, 
in whioh each region excels, to seat every industry in the plaoes 
best adapted for it, and to apply the skill and capital of old 
countries more productively in remote places with great natural 
resources. 'The first phenomenon,' Mr. Patterson observes, 
C attendant upon the gold discoveries, has been the great 
emigration-the transfer of large masses of population from 
the old seats to new ones, the vast and sudden spread of civilized 
mankind over the earth. The countries where these gold-beds 
have been found are in theutmoBt ends of the earth, -regions the 
most isolated from the seats of civilization. Of all spots on the 
globe, California was the farthest removed from the highways of 
enterprise. Not a road to it was to be found on the map of the 
traveller; not a rout!) to it was laid down in the charts of the
mariner. Australia was, if possible, a still more isolated quarter 
of the globe.' This migration to the remote regions of the new 
gold is lIot, however, & singular and isolated movement of 
industry. We shall find, on the oontrary, that the key to the 
prinoipal permanent ohanges in prioes whioh have followed the 

• • The product of gold in the Atlantk St .. tes haa fallen off since the discoveries 
of gold in Califomia.'-Prsl,m".ary Report 011 tM Eighth '0 .. _ of til, Utlltetl &., • .,1" 63. 

x 
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path of the new gold through the world, is to be found in the 
fact that remofleness is no longer the obstacle it was to the best 
territorial division of labour, and that buried natural riches and 
neglected local capabilities are obtaining, in a thousand direc
tions at once, a value proportionate rather to their actual quality 
than to their nearness to market, and attracting capital and 
skill "by higb profits to their development. For the same reaSOD, 
and by the same aids to industrial enterprise which have 
brought miners and merchants to cheaper places for gold, 
cheaper places for the production and purchase of many other 
things have been contemporaneously found, and the distribution 
of the new gold and its effects upon prices have been very 
diJierent from what they would have been, had the fertility of 
~he new mines been the only altered condition of international 
trade. The general principle which regulates the distribution 
of money through the world is, as we have said, that those who 
receive it naturally spend it on the things they want most, and 
in the places where such things can be had cheapest; but they 
have of late years obtained access to markets not formerly within: 
reach, and much of the }lew money has been absorbed in new 
regions, and 'in the circulation of produce not before in the 
market. The world may at present be divided into three classes 
of regions: first, those in which prices were formerly highest; 
in the seoond iJlaoe, those in which the new movements of trade 
have already raised prices towards the level prevailing in the 
former regions; and, thirdly. the pllll)es not yet within the 
influence of the new means of commercial intercommunication. 
The first and second class of regions may be said to be fast 
merging into one, with pecuniary rates approaohing to equality, 
while the third class is also, in numerous directions, on the 
point of assimilation. A permanent change is thus taking 
place in the conditions which govern comparative prices in 
different markets, and one the more worthy of notice, since, in 
the earlier years after the discovery of the new mines, there was, 
both in the gold countries themselves, and in the chief markets 
of Europe, an. abnormal, and in a. great measure, temporary 
elevation of prices,- whioh, although not in reality principally 
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~ue to the increase of gold, led to mistaken conclusions respect
ing its real effects. 

The first rise of prices in California. and Australia, from 
which M. Chevalier and other' eminent writers were led to 
1tpprehend a. proportionate fall in the value of money through
out Europe, was, in faot, as Mr. Newmarch has shown,· both 
temporary in degree and partial in extent; those things alone 
rising in price which were in demand with the classes whose 
peounilU'Y inoomes were increased. While, ,for instance, the 
eoarser sorts of clothing adapted to'life at the diggings were 
fetching extraordinary prices, the best quality of cloth for a time 
was almost unsaleable. Moreover, the early rise in prices in the 
gold countries was not only partial, but only partially caused 
by the new gold. In the face of a rapidly increasing popula
tion, there was an actual decrease in the supply of labour and 
many of the neoessaries of life. Farms and pastoral settlements 
were forsaken; the crops in "many places were lost for want of 
hands; all building ceased in Melbourne at the very time that 
erowds were arriving; and the vessels coming from Europe were 
too full of emigrants to have· room for considerable cargoes. 
So far, too, as the rise of prices was really caused by the increase 
<Jf gold, and not by the scaroity of commodities, it should be 
taken into account that a great part of the gold current at first 
eame not from the new, but from the old mines of the world, 
brought by immigrants who did not come empty-handed, and 
who were driven to spend a good deal of old money before they 
('ould make any new, or even get to the mines. Hence the first 
f~ll in the value of money in the gold countries was in a great 
measure due to a temporary and abnormal condition of things, 
and not to the fertility of the mines. In 1854, prices in Victoria 
were ah-eady much lower than during the two years before, 
and the following Table of prices, published by the Registrar
General of the colony, shows their continuous descent in subse
quent years :-

• lI",t0t7/ oj Priu., vol. vi-, Appendices XIX. and xxxii. 

X2 
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ESTIMATED WEEKLY EXPENDITUltE OF AN ARTISAN, nIS WIFE. 

AND THREE CHILDREN. 

I 1854. I 1857. I 1861. 

-- ;£ 8. d. ;£ 8. II. I 1: •. II. 
:Bread, 281bs., . o 12 6 0 6 8f 0 " 3 

Beef, or mutton, 2.11bs., o 15 9 o 12 3 0 6 10 

Potatoes, 21lbe., . 0 6 10l 0 2. 101 0 1 0 

Flour, 6lbs., 0 2. 2. 0 1 2l i 0 1 0 

Tea, lIb.,. 0 2. 0 0 2. 6 0 2. 9 

Sugar, BIbs., 0 3 0 0 2 6 0 2. 3 

Soap, 8 The., 0 1 0 0 1 0 0 0 9 

Candles, 2 Ibs., • 0 1 6 . 0 1 4 0 1 2 

Milk, 7 pints, 0 7 0 0 3 6 0 2. 4 

1}utter, 2 Ibs., . 0 9 0 0 5 6 0 3 0 

Firewood, l ton, o 12 6 .0 6 0 0 4 0 , 
Water, 1 load. • o 10.0 0 5 0 0 2. 0 

Rent of cottage, per week, . 2. 0 0 o 10 0 0 6 0 

Clothing, • o 15 0 o 10 0 0 6 0 

School fees, 0 3 0 0 3 0 0 3 0 

I 

:£7 0 31 I .£3 13 41 I 
£2 7 I ! 4 

The reader will perceive in these figures ~ proof of the elTOr 
of a method by which some writers have attempted to measure 
the permanent eife,ct of the new mines on the value of money
that, namely, of taking an average of prices one year with 
another since their discovery. An average of prices for a 
succession of years hides the material point whether prices have 
continuously risen, or, on the contrary, have latterly fallen-a 
point of great practical importance, since, as already observed, 
the general movement of pricea has been very different iu 
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-different places. As an illustration of this w~ beg attention to 
the following Table of prices at Bilbao. in contrast with the 
previous Table of prices at Victo~ :-

, 

I I 181i~.· 1860. ., 186~. 

I £ .. tI. l: . . tI. £ •. d. 
Mutton, per lb., 0 0 2t 0 0 41 0 0 8t 
Beef, do., IJ I 0 0 2. 0 0 4 64. to 84. 

Veal, do., • 
~ I 0 0 31 0 0 8 84. to lOti. 

Butter, do., • 0 0 6 0 0 9. 0 1 3 

:Eggs, per doz., • . I 
I 

0 0 3f 0 0 7! 0 010 

DrMd, per lb., • 0 0 1 0 0 2 0 0 2 

('ommon ,,'ina, two quarts, 0 0 71 0 1 3t 0 010 

Rent, £16 to £20. .£50 to £80. £30 to £80 . 

I , 
It is evident, from a comparison of the two Tables, that per

rons intending to trrule with, or settle at, either Melbourne or 
Bilbao, would make a serious mistake in averagi~g prices one 
year with another. The average would give a range more than 
three times too high at one of the places, and nearly three 
times too low at the other. Prices in Australia in the first 
years after the derangement of industry by the mines, and prices 
in Spain before the new gold had found entrance, are so far 
from affording a basis for calculations respecting the future 
probable value of money, that they ought rather to be excluded 
from the estimate. The contrast, however, between the de
scending movement of prices at one place, and their ascending 
movement at the other, indicates an important practical dis
tinction. The causes which raised prices eo high in Australia 
from 1852 to 1854 were in a great measure transitory and local; 

• Pnces in lSlii were the average prices of a long period anterior. The very 
nigb price of wIDe in 1860 was in part occasioned by scarcity; not so-with the 
other article.. The harvests have been good, and although bread was at the eame 
price Ilt Bilbao in 1864 as in 1860, in consequenee of l'8Ilway communication with 
the intenor, its price Toae in the interior between those yeant. 
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but those which.have raised them in Spain are fundamental and 
permanent in their character, and extend in their operations 
over the whole area of commercial intercommunica~ion. Mr. 
Windham has left the following note of Dr: Johnson's conver
sation. on the effect of turnpike-roads in England :-~ Every 
'place communicating with every other. Before, there were 
cheap places and dear places; now, all refuges are destroyed 
for elegant and genteel p~verty. Disunion of families by 
furnishing a. market for each'man's a.bility, and destroying the 
dependenoe of one man upon another.' The train of consequences 
described in these sentences has, with extraordinary rapidity, 
followed ·the recent increase in the communication between 
distant parts of the world, created by the knowledge and enter
prise of our times, as well as by its better means of locomotion. 
Wherever these causes have acted may be seen the equalization 
of prices, the disappearance of comparative cheapness, the
opening~up of new markets for the special capabilities of each 
place and its inhabitants, and the rupture of ancient bOnds of 
local dependence, of which Dr. Johnson saw, eighty years ago. 
almost the beginning in England. It is curious to observe how 
writers, at places the most remote from each other, fall naturally 

• into the use of the very same words in describing the change. 
taking place under their eyes: Of Bilbao, the British Consul. 
four years ago, when prices had not reached their subsequent 
pitch, reported :-' The cost of living has risen enormously; and 
Bilbao, from being one of the cheapest tOwn8 in Europe, has 
beoome a comparatively dear place.' From Yokohama, in 
Japan, the Consul writes :-' From being one of the cheapest 
places in the East, it has become seoond only to Shanghai in 
expensiveness.' And from Alexandria. we hear :-' Egypt, 
which a few years ago was one of the cheapest countries, is fast 
rising to the Indian scale of prices:' 

The rising prices in such places indicate, it should be 
particularly obeerved, not It mere fall in the local value of 
money, but a rise in the general as well as in the pecuniary 
value of their produce. If all the cattle in the pastures of 
South America could be carried rapidly and cheaply to Europe,. 
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their value in money might be more than decupled; but the 
change would not be a depreciation of money; for, on the 
contrary, money would have found an additional demand. 
Less than a generation ago, the Lande8 of the Gironde were a 
pestilential waste, oovering 300,000 hectares, and valued. at 
900,000 francs on the whole, or three francs a hectare on the 
average. Partly by being brought nearer to markets by rail
ways, partly by the mere fact of their capabilities becoming 
known, partly by drainage and cultivation, and partly, n? 
doubt, through the general increase of money in France, the 
price of the LandeJI has risen in the extraordinary manner 
described in the British Consul's report, and more in detail by 
1[, About, who relates that the tobacco crop of a single hectare 
was lately sold for more than a thousand francs, and that the 
wood alone, on a plot of 500 hectares, only partly in plantation, 
will, in less than twenty years, be worth a million francs, being 
more than the worth of the whole territory of the Lande8 about 
the time tha.t the mines of California were discovered. M. About 
adds :-' This enormous territory, whioh did not figure for a 
million francs when I was at College, will be worth six hundred 
millions in 1894.' In the same work from which these figures 
are taken,. M. About graphically describes some of the causes 
of the enormous advance in prices in Paris. It denotes, he 
observes, that Paris has become the metropolis of the business as 
well as of the fashion of the Continent; and rents are trebled, 
because shops and hotels are orowded, and Paris is a city 
frequented by the rich. So far as it goes, this description is 
true, though it fails to allow both for the immense influx of 
gold shown in the official accounts of the foreign commerce of 
:France, and for the expenditure in the metropolis of vast sums 
lent to the Government from the old hoards of the people. 
But we must differ entirely from M. About where he says that, 
while Paris has become a place only for the rich, there remains, 
and will always remain, a refuge for poverty in the country. 
'If the rise of prices in PlUis terrifies you, there is the railway; 



312 The New Gold Mines, and Pricea in Europe in 1865. 

it not only brings people to Paris, but takes them away. Live 
in the oountry.' We affirm, on the contrary, that, just becaUS6 
the railw~ybrings people and things from the metropolis aBwell 
as to it, it brings metropolitan prices into the country. and far 
more effectively than the old turnpike-road realizes Dr. J ohnson'at 
opinion of the results of easy communication between place and 
plaoa.: 'Before, there were cheap places and dear places; now, 
all refuges are destroyed for elegant and genteel poverty! 
The price of eggs a few years ago at Bayonne was six or seven 
BOUS a dozen; now, you will not get as good a dozen for fourteen; 
and the price Qf boarding in a pension at the same place has 
exactly doubled in the same period. In formerly less acoessible 
places than Bayonne, the change in the cost of subsistence has 
been greater; and one cause of the concentration of the popula-

'tion of Europe in large towns-which is a fact of immense 
political signifioance in our times-is not only that access to them 
is easier, and employment in them is greater, but that rail ways a.r6 
making the country as dear as the town. M. About recommends 
the country to the poor for its healthfulness and beauty as well as 
for eoonomy; but modern means of locomotion, and the move
ment of whioh they are both cause and effect, tend to give all 
the ad vantages of each plaoe a pecuniary value in proportion 
to their real utility and rarity, and to turn them to the utmost 
commercial acoount, thus finding new markets for the produce 
of the mines in the Pyrenees and the Alps. The same general 
tendency towards the commercial development of the natural 
wealth of such regions,' whioh led to the produotion of the new 
gold, governs its distribution and effect. upon prices. Buyers 
on the one hand, and sellers on the other, have gained, and are 
constantly gaining, acoess to new markets. The necessary 
consequence is to bring money in unusual abundance to places 
where prioes were formerly low, and on the other hand, to bring 
the cheap produce of such places to the markets previously 
dea.rest, an'li to oounteract more or less in the latter the fall in 
the value of gold which the increase in its quantity would 
otherwise have produced. And thus it is that stationary pricos 
of commodities in general are the best marks of prosperity in 
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-one class of localities, namely, those in which money has 
always abounded, and where cheapness indicates improvement 
in production at home, and access to cheaper places of production 
abroad; while, in another class of localities, rising prices 
indicate improved means of exportation, better markets, and 
inducements for the ingress of capital and skill as well as 
money. For the rate of profit on capital and skill employed in 
the development of their resources, and bringing their produce 
cheaply to mark!lt, is in proportion to the increase of the 
quantity and price of the produoe. If people can sell for £100 
what cost them but £50, their profit in money is 100 per cent. ; 
and the high profits and interest latterly yielded on capital 
employed in foreign trade and lnvestments has arisen mainly 
from obtaining a sh~e in the rising pecuniary value of the 
produotions of regions whose .commeroial situation has been 
improved. This movement certainly tends to destroy the 
refuges of poverty, but it tends, on the other hand, to destroy 
poverty itself by' furnishing a market for eaoh man's ability.' 
It brings with it hardship to thO'Be whose condition is stationary, 
but it makes the condition of many pro.gressive .. A few years 
before Dr. Johnson's remarks on the effeot of roads, Goldsmith 
made those excursions through the country wh~ch 'resulted in 
the poem of the' Deserted Village,' in whioh the features of the 
landsoape, and something of personal inoident, were drawn from 
his native village in Ireland; but the pioture of the intrusion 
-of the wealth of towns and' trade's unfeeling train' into remote 
parts of the country, was taken from England. The poet saw 
~nly the privation to the parson, who' remote from towns' had 
been 'passing rich at forty pounds a-year,' and the sorrowful 
.side of the mig~ation oitha peasantry; Dr. Johnson saw also the 
market opened for eaoh man's capaoity by the union of localities, 
and the liberation of individuals from hereditary restraints and 
family dependenoe. This is exactly the movement which a 
philosophical jurist has pronounoed to be the chief charaoteristio 
o()f progressive sooieties. Their movement is uniform, says Mr. 
Maine, in the substitution of the commercial prinoipl~ of contract 
jor the anoient family bond as the principle whioh associat~s 
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men, and the amalgamation of isolated original groups inti) 
larger oommunities oonnected by local proximity.- This theory 
is equally true of the economia and of the lega.l and political 
framework of civilized society; the migration of labour t() 
new fields of employment, and of capital and wealth into the 
inmost reoesses of the oountl'y or remoter regions, and of botL. 
money and oommodities to new markets, are incidents of Lh6' 
better division of labour in' which it results, by whioh the 
majority of men must be gainers; and the working of the new 
gold mines is only & partioular instance of the rapid develop
ment of the natural resouroes of each place, which must result 
in a vast increase of the aggregate of Luman wealth, although 
involving loss to particular classes. Consi~erable misappre
hension has arisen with respeot to the effects of the new gold~ 
by attributing to it changes in' prices due mainly to different 
oauses. M. Levasseur,. for example, ooncluded in 1857 that 
the mines had caused It monetary revolution in Western 
Europe very unfavourable' to t1.e well-being of the labouring 
classes. In the mining oountries themselves, he observes 
that labouring men were the first to receive the gold, and 
the price of labour rose before that of commodities: the latter 
rising only in consequence of the increased expenditure of the 
labouring class. But in countries like England and France, the 

• new treasure was first received in exchange for commodities; 
the price of which conseqUElntly, according to this able writer, 
rose before labour; high profits preceded increased wages; t1& 
manufacturer, the merchant, and the farmer were gainers, but 
the labouring classes were losers. This, he says, is a repetition 
of what h~ppened in the sixteenth century after the infhu: of 
money from the mines of America, when the labourers inces
santly oomplained ofthe insufficiency oftheir wages. Happily, 
however, the historical parallel fails, for wages in the sixteenth. 
oentury were kept down by law; and the modern changes ill 
production and trade, of which the new gold is only an instance,. 
tend rather to lower than to raise the price of corn in England 

• Maine's A.nm""t lAw, pp. 132, 168-170. 
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and the districts of France in which it was formerly dearest. 
• A.s commerce extends,' says Mr. Mill, ' Itnd ignorant attempts 
to restrain it by tariffs beoome obsolete, commodities tend more 
and more to be produced in the places in which their production 
can be carried on at least expense of labour and capital to man
kind.' We get corn from America and Russia for the same 
reason that we get gold from California and Australia, instead 
of from our own rivers and mountains-although ther~ is gold 
in every stream that flows and on the side of nearly every hill 
-namely, that we seek the cheapest places for everything, and 
have access to cheaper places than formerly for many thi~gs, 
corn and gold included. Bad harvests, the Russian war, and 
speculation, and not the cheapness of gold, were the chief causes 
of the dearness of oorn, and of several other important com
modities, in England and Franoe from 18'53 to 1851. We have 
here another example of the error of measuring permanent prices 
by averages of foregoing years, without regard to their ultimate 
range and the permanent or temporary charaoter of the causes 
of a rise. It is on the reasons for prices, and not on mere prices 
themselves, that produoers should found caloulations for the 
future; and a farmer would be greatly in error in taking the 
price of cOrn from 1853 to 1857 as a safe basis for calculating 
the future profit and loss of its growth. The harvest of 1853 
was almost the worst for·a century throughout Western Europe; 
that of 1855 was very deficient; that of 1856 was under an 
average, while the war with Russia. still farther shortened 
supply, and added to the cost of importation; and the scaroity 
of oom, and not the abundanoe of money, was the cause of the 
sufferings of the libouring classes during t.he period. '1'he 
relative price of labour and bread in both countries has really 
undergone an alteration in favour of those who purchase the 
latter by the Bale of the former. Thus in France, while com 
has considerably fallen, money wages have greatly advanced 
both in country and town, and the advance has been constant. 
In 1860, the average of wages in Paris was 4 f. 55 0., and is 
now computed at 5 f.; and the pay of agricultural labour in the 
country around 130rdeaux has risen in the same time from 



.a16 The New Gold Minea, and Pricea in E,urope in 18G5. 

40 to 50 sons a-day. In the United Kingdom, money wages 
have also considerably risen; and the rise in the priae of animal 
food, though greater in remote rural districts than in the large 
towns, and considerably greater on the average than is shown 
in any statistics on the subject, but little affects the bulk of the 
rural population, since agricultural labourers have never been 
accustomed to consume much of it. In towns, on the other 
hand, money wages have risen fully as much as the price of 
meat, the rise of which is, in fact, mainly due to an increased 
expenditure of the ';"orking population; and, accordingly, it is 
pork, and the inferior qualities of mutton and beef, which have 
risen most. The very causes which tend to raise wages and to 
-cheapen corn, tea, sugar, and clothing, evidently tend to raise 
the price of animal food, by leaving the bulk of the people more 
to expend on it; it being a thing of which there are not the 
same means of increasing the supply as of clothing and corn. 
We cannot, indeed, exempt the owners of land from blame in 
respect to the dearness of meat and dairy produce, since the 
uncertain duration of tenure has been, along with Bome un
favourable seasons, an obstacle to the increase of the domestio 
supply, on which its price must ohiefly depend. But the change 
in the relative prices of corn and fresh animal food, and the 
-change in husbandry it is leading to, are mainly to be traced 
to the general movement of commerce, which it is the endeavour 
-of this article to explain, and which is one certainly far from 
injurious to the labouring classes in it!! general results. The 
movement tends, as we have seen, to the production of every
thing, money included, in the cheapest accessible places, and 
its sale in the dearest accessible markets, and hence to equalize 
prices approximately in cheap and dear markets brought closer 
together, thereby raising considerably the price of each class of 
commodities in the places conneoted, in which it was previously 
lowest, and, on the contrary, oounteracting the effect of the 
increase of money in those in which it was previously highest. 
The price of corn has accordingly risen in many distant places 
nearly to its level in England; but in England its level has not 
been raised. But just as the improvement in communication 
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is not the same between all parts of the world alike, and th&
equalization of prices is not universal for any commodities, 8() 

the improvement is not equal for all classes of commodities 
alike; and the price of commodities, such as fresh butter and 
meat, which are portable only for a limited distance, has been 
equalized over a much smaller area than that of corn. The 
cheaper places to which London has access for fresh animal 
food, are only the remoter parts of the kingdom itself and th&
nelU"(jst parts of the Continent. Improvements in communica.
tion produce an approximation to equality in ,the prices of 
portable goods only in proportion to their portability, and 
hence 8 double change in relative prices ensues. In the first 
place, the prices of easily portable articles approach to a level 
in cheap and dear markets i but, secondly, 8S all things are not 
equally portable, a. change is produced not only in comparativ&
prices in different places, but in the comparative prices of dif
ferent commodities; and both changes result in a. disturbance 
of the profits of different occupations, and a change in th&
places of different industries. The same general cause tends
to raise the price of meat at Athlone almost to the price it 
fetches in London, and to lower the price of corn in London 
almost to its price at Odessa.. And the consequence is, that 
since labour and capital desert the occupations in which money 
returns are declining and stationary, for those in which they 
are increasing, the production of animal food is taking th&
place of the production of corn in this kingdom, and shep
herds are increasing, and agricultural labourers decreasing, in 
number. 

nut this internal change in our industrial economy is a. 
small part of the change in the territorial division of labour 
which the changes in relative prices in the world of commerce 
are producing. For the very same reasons that the price of 
meat has risen in England, but not that of corn, and that the 
former has risen more in the remoter parts of the country t~an 
in the capital, and again, that the change in prices is producing 
the changes in the occupations of the people just stated, prices 
in general have rapidly risen in many foreign countrie8, and 
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British industry and capital have been attracted from domestic 
to foreign employment. The pecuniary value of the produce 
of cheap places rises in proportion as they are brought within 
reach of the best markets; and capital employed in the improve
ment of their commercial situation, the development of their 
resources, and the transport of their produce, obtains an extra
ordinary profit from sharing in the increase of its money value. 
If, fOr example, a cwt. of goods is worth £1 at one place, and 
only 58. at a distance for want of communication, a. railway 
company making the line of connenon may charge more for 
the carriage of goods, and buy the land and unskilled labour 
they require for its construction very much cheaper than if 
prices were near an equality at the two places already. 

The great rise of prices in India and the enormous growth 
of its trade are regarded by many as passing results of the 
American war. And it is desirable, with reference to the 
future not only of India but of many other places under the 
same economic conditions, or which, will soon be brought under 
them, and also with reference to the future outlets both for 
English capital and enterprise, and the produce of the new 
mines, to ascertain whether we ought really to ..regard the 
increase of money in India, and of English capital engaged in 
its foreign commerce or internal improvement, as a. fortuitous 
and transitory event, or, on the contrary, as the result of per
manent causes, which, upon the one hand, are continually in
vesting with additional value the capabilities and productions 
of places circumstanced like India, and, on the other hand, are 
finding food and materials from the cheapest accessible quarters 
for countries like England, and new and remunerative employ-
ment for their accumulated capital and skill. . 

That the stream of the.precious metals to India, and the rise 
of prices ensuing, are not solely attributable to the payments 
for cotton caused by the American war, is clear from the facts 
that the bulk of the treasure was imported before 1861, and that 
the balance of imports of specie above exports, reached fifteen 
and a-half millions sterling in the year 1859-60, and has not 
reached twenty millions a-year as the average since the war. 
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It is an error to suppose we have paid the new cotton countries 
sums of money proportioned to the price of cotton in our markets, 
part of which has gone to our own merchants and ~ers, 
and part haa been paid in our own manufactures. The balance 
()f trade is always considerably more in our favour than appears 
in the official reports of the value of our imports and exports, 
respectively. We are ourselves the chief carriers "both of our 
i?Xports and imports, and foreign countries really pay more for 
our exports, and we pay them less for our imports than a,Ppears 
by our Custom-House valuation, since we receive ourselves a 
great part of the freight of cargoes both outwards and inwards, 
and of the mercantile profit on the exchange. The balance of 
trade, however, haa been largely in favour of India for many 
years past, and the rise of prices waa anterior to the war. In a 
speech at Calcutta, in February, 1860, Mr. Wilson, after re
ferriog to the rapid growth of Indian commerce, observed: 
• It is notorious how much the price of all country produce baa 
increased of late years, in consequence of the demand for expor
tation. I am thankful to know that the benefits thus conferred 
by our commerce upon the land have extended in no slight 
degree to the labourer. It is no exaggeration to say that the 
rate of wages haa risen in many districts twofold, and in some 
t~reefold, during the last few years. In the fa.ce of evidence 
.of this kind, can anyone doubt that all classes in India are in 
a state of prosperity, unparalleled in any former time p'. A 
very different view of the matter has latterly been taken by 

• Erono", .. t, March 31, 1860. The follo'ling Table of prices of the chief 
artie1es of daily tonsumption in the • Statement showing the Material and Moral 
Progress of India for 1860-61, pnrsuant to Act 21 and 22 tieL, c. 10, sec. 63: 
ahow. the great rise of prices in :Bengal before the cotton drain began:-

I I 1849. 1859. March, 1861. 

I B. A. B. A. ft. A. ft, II.. B. A. B. .... 
I Grain, • 1 2 to 1 • 1 11 to 2 2 2 6 to 2 7 I t'rror Dho!, 1 7 .. 1 10 2 2 .. 2 12 2 8 ... 2 9 I Paddy, •• 0 'I .. 011 1 2 .. 1 • -

Ghee, • • 15 8 .. 21 8 23 a .. 27 8 28 0 .. 28 8 
Oil, ••• 6 12 .. 7 -0 9 • .. 9 6 17 0 .. 28 8 

, Tobaero, • 2 10 .. 6 0 6 0 .. 5 8 • 8 .. 6 8 
I 
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several writers, who rl'gard the rise in the prioe of all Indian 
produce as .. calamity to India. resulting from the growth of 
cotton for Europe instead of f~od for the natives. The real 
increase in the cultivation of. cotton in India has, however~ 

been immensely exaggerated on the one hand, and the increase 
in the cultivation of crops for native consumption in numerous 
dis!ricts, has on the other hand been left out of sight. Our 
import of cotton from Bombay, Madras, and Bengal, amounted 
in 1860 to 570,000 bales, and in 1864 to 1,398,000; but the
bales in 1864 were considerably lighter than in 1860, and a. great 
part of their contents was not an additional growth, but cotton 
withdrawn from native manufacture and the markets of China. 
And there is copious evidence, that except in particular anJ 
exceptional localities, the dearness of food has not arisen from 
s~arcity. In one of the principal new cotton districts-the
Nagpore country, in the lake region of which 300,000 acres. 
were under cotton-Mr. Temple's report on the trade and 
resources of the central provinces of India for 1863-4, states. 
that I agricultural produce abounds of all descriptions common 
to India.' General Mansfield, in his Minute on the Currency 
of India, March 8, 1864, observes: 'One great reason of the 
rise of prioes in all descriptions of food, is the greater disposition 
to consume. The people, being rioher, actually eat more than 
they did in the days of their poverty. Great tracts of land 
which for ages had lain waste, are being daily brought into
cultivation.' In the 'Papers relating to a Gold Currency for
India,' lately published by order of the liouee of Commons. 
there is a Memorandum by the Doard of Revenue at Madras 
which states: C Agriculture is extending everywhere. There is 
a great demand for cotton, and indeed for every product of the
field. Prices are at the Ilame time exceedingly high.' And 
the Madras Athenmum, not many weeks ago (March 4, 1865)~ 
contained the following explanation of the rise of prices in that 
Presidency: C The rise in the price of provision8 has succeeded a 
general rise in the price of labour, skilled and unskilled. Men 
engaged in mercantile pursuits, from the lowest ryots and 
coolies, have been making money, and this has caUSed every-
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thing to be dear to those whose salaries were fixed in the good 
old times. Mutton is not dear solely because pasturage and 
grain are more costly, but because it has been eaten very much 
more largely. People took to it as soon as they could afford it. 
It has often been thought that religious prejudices among the 
natives would always preserve animal food for the Englishman 
at a cheap rate. But religious prejudices succumb under the 
influence of rupees, as they are dispelled by the light which 
rupees throw on the question.' 

It is true that in particular pla.ces the dearness of the 
neoessaries of lite is partly the resUlt of a failure of the 
crops, and is so far a misfortune; and in Bombay the late ex
orbitant prices of ootton have really led to a diminished produo
tion of food, and to a rise of general prices which oannot 
be regarded as entirely of a durable or benefioial character. 
But taking the upward movement of prices over India as a 
whole, we oannot oonsider it as otherwise than both bene
ficial and durable, and as being, like the rise of prices in 
the Lande8 of the Gironde and at St. N &zaire," the result 
of a. permanent improvement in commercial position, and In 
the means of tUrning to profitable account the great natural 
rel!ources ot the country and industrial powers of the people. 
In a speech at the opening of a railway two years ago, Sil' 
Bartle Frere, the remarkably able Governor of Bombay, said: 
-'We all know what vast sums, chiefly of English capital, 
have of late years been spent in this country •. Let us consider 
for one moment what has been the effect of giving a. fair day's ' 

. wages for a fair day's labour. As a rule, this was unknown hefore 
the railway period. Not only were wages in most parts of the 
country fixed by usage and authority, rather than by the natural 
laws of demand and supply, but the privilege of labour was in 

• • St_, Nazaire, a small fishing-town Beven years smee, has attained a prodi
gious development, equal to any American city, France, a short time since, did 
110t POSSIl8S a commen;lal port over an extent of 600 miles of coast washed by the 
Atlantic. The manufacturers of that part of France were consequently placed in 
& disadvantageous POllltion in oonsequence of having no seaport whence to ship 
their produoe. The population has kept pace with the traffic. The value of 
ground has risen with the population. Ground Bold formerly for sixpence the 
8quare yard is now worth almost £8.'-Ti_, April 29, 1866. 

Y 
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general restrioted to particular spots, and nothing like the power 
of taking labour to tM best market practioally existed. The 
result was that the condition of the labourer was wretched in the 
extreme, and Government could do little to raise him above the 
status of a serf of the soil. All this has now changed, and for 
the first time in history the Indian coolie finds that he has in 
his -power of labour a valuable possession, which, if he uses it 
right, will give him ,something better than a. mere subsistence. 
As a. general rule, the labourer works tar harder and better. 
and acquires new and more civilized wants in proportion to the 
wages he receives.' 

The whole population of India. by no means indeed imme
diately shares in the gains arising from access to better markots 
and the ingress of European inventions, whioh on the contrary 
tend to deprive some classes of their former means of subsist
ence. 'The native handloom is collapsing in every part of 
India. The best wares of English manufaoture are getting 
possession of the market, and in the form of utensils for cooking, 
eating, and drinking, are passing from luxuries into necessaries. 
Even Cheshire salt is supplied at prices which are obtaining for 
it a wide field or consumption in Northern India.'· This is part 
of the general change in the relative profits of different oooupa
ti~D.8 and the seats of different industries attending the altered 
distribution of money, produced by closer international wm
meroe and the tendenoy of all things to be bought and produced 
in the chea.pest and sold in the dearest places. Europe ca.n now 
manufacture cheaper than Asia, which was once the manufacturer 
for Europe; the steel of Sheffield has supplanted that of DB.-. ' 
masous; and the looms of Asia. Minor and India are constantly 
deoreasing in number. The Bame cause, however, which di
minishes the earnings of Hindoo weavers increases the money 
incomes of the Hindoo population as 0. whole; for in proportion 
as they are enabled to buy and sell in the best markets, they 
get better prices for the numerous productions in which they 
excel. Mr. Senior pointed out that the comparative number of 
ounces of silver or gold the Indian and the Englishman can earn 

• PflPWB ,.,lattng Co • Gold c~ fof' Indill, p. u. 
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in a year depends on the comparative productiveness of their 
industry in exportable commodities. But an Indian labourer 
earned, when Mr. Senior wrote, only a ninth of the money 
earned by an English one, not because his labour was really less 
productive in that proportion, but because his means of export
ing the produce were greatly inferior. The price of Indian 
cotton may decline; Bombay may cease to be England's 
principal cotton field; yet may it be safely predicted that the 
capabilities of India and its people for numerous other produc
tions are such that, with the means of exportation henceforward 
at their command, prices in the three Presidencies will never 
subside to their former beggarly level. Future candidates for 
appointments and undertakers of industrial enterprises in India, 
would do well to include this result of the improved commercial 
situation of India. in their calculations. 

The monetary future of India has a more general practical 
importanoe for Englishmen. Mr. Fawcett remarked two years 
ago, that the question of a futur~ depreciation of money in 
England, supposing the increase in the supplies from the mines 
to continue, is substantially a question as to the continuance of 
the drain of the precious metals to the East. We would expand 
Mr. Fawcett's proposition into the wider one, that it is a question 
as to the continued absorption of money in places in all quarters 
of the world, including Europe itself, in which the amount 
hitherto current has not been in proportion to their powers of 
production. India is only a representative of a large class of 
localities, whose industrial resources are providing new markets 
for the produce of the mines. In India. itself, the Governor of 
Bombay observes in a. Minutere commending a gold currency: 
'Great quantities of silver absorbed in remote parts of the 
country go to furnish a currency where no general medium of 
exchange before existed. There can he no doubt rupees are now 
found in hundreds of small bazaars where all tra.de used to be 
conducted by barter.'-

• Fapw8 r.u.I;"fI Ia .. Oold Currtlitv lor Ind.a, p. 9. In page 89 of these 
Papers the "following passage occurs :-' Partly owing to the change from ... 
DBti~ to a European form of government, partly to the 6ubstitution of money 

Y2 
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Adam Smith has observed that the diffioulties of land traffic
are suoh that oommeroe settles first on the borders of seas and 
rivers, and is long before it penetrates into the inland parts. 
even of 'the most opulent and meroantile oountries. And not
withstanqjng the immense improvement in the means of land 
carriage, it is still true, not only of Asia, but even of th&
mosr oivilized countries in Europe, that there are inland dis
triots in which prices are far below the surrounding levelp 

because they cannot or do not sell in the best markets, or on 
the same terms as their neighbours. While some French 
writers expatiate on the rise of prices in the parts of France 
intersected by railways, others complaiIi tbat in a country whose 
institutions are intended to favour equality, the railways pro
moted by Government have created a shooking inequality in 
local inoomes and prioes, by giving some plaoes the power of 
transporting their produce oheaply to the capital, while others 
are not nearer to good markets than before railways were 
invented. .A railway map of the world enables anyone to. 
predict that prioes must rise greatly and soon in a vast number 
of plaoes. However obvious the remark, it is one of great 
practioal importance in trade, speculation, emigration, the 
purohase of land, and industrial enterprises of a. hundred 
different kinds, th,at the price of labour and produce will 
eventually rise wherever the soil is productive, and the means. 
of locomotion are defeotive; and will rapidly rise wherever 
those means are Buddenly and greatly improved. But pbysical 
obstacles to traffio are by no means the only causes of low prices; 
ignoranoe is often the mountain to be removed, and it ill on& 
whioh still divides England itself into regions with Jifferent 
monetary rates. Mainly from the want of agricultural sta
tistios, the differenoes in the wages of farm-labourers, th& 
profits of small shopkeepers, and the pricos of produce in 
different counties are surprising. An excellent authority on 
this subjeot drew attention last winter to the fact that, while in 

for barter in remote districts, but chie1ly to the general increase of prlOOs and 
wages, and the vastlyaugment.>d amount and numbers of transactionJ,·\.he require
ments of India for com are only beginning to be felt,' 
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flome counties the farmers were paying ruinous prices for fodder, 
in others, hay, straw, turnips, mangolds, and carrots were 
selling at much the usual rates.- But these are inequalities 
which cannot continue; and the fact of their present existence 
-enables us to foresee in a great measure the future movements 
of money and prices, and the most profitable places for the 
investment of capital. Knowing the places where prices will 
rise as soon as their resourcei are turned to account, and their 
markets frequented, the capitalist knows places in which he 
(lan get a large return for the expense of assisting to develop 
these resources, Or carry the produce to the best buyers. For 
-example, a considerable part of the enormous prices paid in 
Europe for cotton imported from the East has really been 
received by our own merchants; and the fact servea to explain 
the diRcrepancy between our own offioial acoounts of the value 
of our imports from India, and those of India itself as to the 
value of its exports to us. And the enormous profits which 
have been made of late years in our foreign trade, and upon 
various investments of oapital in regions the pecuniary value of 
whose produce has rapidly risen, is one principal cause of the 
high rates of interest latterly prevailing. A high rate of 
interest, like a high scale of prices, mQ.y arise from several 
()auses. It may arise from a scarcity of capital, a great demand 
on: the part of unproductive borrowers, or high profits which 
-enable producers to borrow on liberal terms to the lender. 
Governments may pay a high interest out of taxes, but mer
~antile men can only pay it out of profits, and the maximum of 
profit fixes the maximum permanent rate of interest in trade. 
Mr. Mill is of opinion that the new mines have tended to lower 
the rate of interest. 'The masses of the preoious metals whioh 
.are constantly arriving from the gold countries are, it may be 
said, wholly added to the funds that supply the loan market. 
So great an additional capital tends to depress interest.'t And 
there can be no doubt that a great portion of the new gold 

• Pailll News, November 19, 1864. 
t Prmcip/u ()f Pol.hCfJl :£co-V (SlXth ed.), Book iii., chap. 23. 
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received in this country did at first enter the loan market, and 
tended to make interest low. The subsequent distribution of 
the precious metals, however, Beems to us to have tended in 
the opposite direotion. Yoney spent, for ~xample, in improving 
the Lander, in building at Bilbao or St. Nazaire, in cultivating 
cotton in Egypt, and cotton, tea, oil-seed, and other productions 
in bdia, and in carrying such productions to the markets of 
Europe, has reproduced itself with extraordinary profit, and 
could be borrowed with profit at higher than ordinary interest. 
In the future distribution of the precious metals, in like manner. 
over :mpkets in which prices will rise-thereby investing with 
considerable peouniary value resouroes which now have scarce 
any peouniary value at all-we may reasonably foresee a. souroe 
of high profit and interest for a long time to come. The very 
spirit of mingled eoonomy and enterprise, whioh adda to the 
quantity of the capital in the loan market, by attracting 
hitherto unemployed funds from the hoard, the till, and the 
private account at the bank, tends to provide more profitable 
employment for the capital seeking investment. ' It is,' in Mr. 
Patterson's words, 'the utilization of hitherto useless thing'3 
whioh peouliarly oharaoterizes our times. It is the utilization 
of negleoted resouroes, the accumulation and conoentrated ap
plianoe of a thousand forces or savings, whioh is the basis of 
our extending power. We are economizing our money like 
everything else; and this economy of capital, almost as muoh 
as the new gold mines, is the agenoy whioh is giving to com
meroe its enormous expansion.'· In the production of gold in 
mines utterly valueless les8 than a generation ago, and now 
worth twenty millions a year-in the reolamation of waste lands 
and waste substances at home and abroad-in trade with new 
markets and industrial enterprise in new regions-in the col
leotion and subsequent diffusion of formerly unemployed money. 
the same principle is operative throughout:: a principle on which 
we may rely to find profitable use for the fresh produce of t1& 
mines, and for the savings of our mcomes for an indefinite period. 

• The ECOfI()I1I¥ 01 Capital. B1 R. H. Pattar1lon. 



The New Gold Mines, and Prices in Europe in 1865. 327 

The same economical movement has brought petroleum .. -
, to take one of the latest examples of the redemption of wealth 

flOm the regions of waste-and the new gold into the market, 
'and the former is a. new demand 'for the latter. In every 
neglected or undervalued resource in the natural world or in 
human capacity there is a. profitable investment for money, and 
commercial enterprise is constantly finding fresh employment 
for money, both in the purchase of new articles of value, and in 
higher prices for things of whioh the value is enhanced by 
improvement. Speaking of the 'IIon-fJaleurB (a term for which 
we have no exact English equivalent) which still abound even 
in the mOtit civilized countries, M. About remarks that among 
them should be classed, not only things absolutely wasted and 
worthless from neglect, but also things whose value is only 
partially realized, like land under corn, which would fetch more 
under grass, Such things M. About designates as non-valeurs 

relatives, inoluding among them all the insuffioiently exercised 
powers of humanity. An entire half of the Frenoh nation, he 
adds-the whole female sex-belongs to the category of non

t'aleurB relatit'fB. But if women were enabled, by both custom 
and law, to realize the full worth of their powers, the higher 
prices their industry would obtain would denote, not a fall in 
the value of money, but a. rise in the value of women. So the 
increase in the money earnings of coolies and ryots in India, 
and fellahs in Egypt, denotes not a. mere doubling or trebling 
of counters of payment, but an elevation of, the commercial 
status of two nations. 'There is thus an important distinction 
between the significance of a. rise of prices in Calcutta. and in 
London; in the latter it signifies generally either a. scarcity of 
commodities or a. depreciation of money, but in the former it 
signifies trade on better terms with the world, as well as a. 
change in the local value of money. 

• • Though petroleum haa been but four years an article of commerce, it baa 
aln>ady 8BSullled the seconli place among the exports of the United States, and now 
ranka next to breadstuft's, In 1860 scarcely any waa exp6rted; last year the exports 
amounted to 32,000,000 gallons, while the domestic consumption was even greater.' 
-Tu ..... April 27, 1866. 
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The question whether the new mines have lowered the 
value of money in 'England is one the more difficult to answer 
with precision, Bince, in addition to the absence of perfect 
statistics, causes, suoh as bad seasons and the RUBsian and 
American wars, have temporarily affected the prices of great 
Cllasses of goods. Setting aside these distUrbances, the trnth 
soomB to be, that while, on the one hand, such important 
commodities as corn, siigar, and coal· are cheaper than for
merly, and the wholesale prices of textile manufactures, 
although higher than during the depression of trade, for some 
years before 1851, remained nearly stationary from that year 
until the American war,-on the other hand, the prices of 
animal food, of land, and of metal manufactures, have COD

siderabIy risen; and the result would appear to be, that in 
wholesale trade the general value of money was not 8ensibly 
altered in England before the American war. But, speaking 
of retail prices, into which higher rents, wages, and prices of 
animal food more or l~ss enter, we should say that the cost of 
subsistence is decidedly greater to all classes, except agricw
turallabourers. whose chief expenditure is on bread, sugar, and 
tea; and that fixed incomes by no means buy as much as they 
used, especially in remote parts of the country. We believe, 
too, with an eminent economist, -that the real rise of prices to 
consumers is partially disgnised in a. deteriorated quality of 
many things. The disgnises which the fact that people are 
really given less for their money may assume are numberleil8. 
For example, the prices Were the saine at the bathing estab
lishments of Biarritz last autumn as in former years, but the 
visitor 'could often get nothing but a. wet and dirty bathing 
dress for his sous. Frenoh gloves, again, are not only dearer 
than formerly, but seem made in order to tear; and both iIf 
England and Franoe washerwomen are apt to spoil linen now 
for the priceEl at whioh they used formerly to dress it. 

But the effeots of the, new mines upon prices are fa.r less 
obsourely and far mort! satisfactorily discernible in countries 

• 'Average shipping price of Newcastle coal :-1841, 10 •• 6d. per ton; 18aO. 
9 •• 6a.; 1860, 9 • .'-Tk, Coal QUI/.till_, p. 61, by W. S. levona. 
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like India, where they have directly or indirectl~ furnished the 
means of raising the remuneration of industry, and circulating 
produce which had formerly little or no circulation. The 
result of this influx of money into India is by no means merely 
the trouble of carrying and counting more coins to do the same 
business as formerly; and so far as there has been such a 
result, it might have been in a great measure avoided had the 
<Government allowed gold to pass current as money. :By the 
i:\xclusion of gold, India has been obliged to fetch a much 
bulkier material for its currency from a far greater distance, 
and to incur an unnecessary loss, first, on the freight from 
abroad; next, on the coinage at the mint; thirdly, on the 
~ge through the country; and fourthly, on the wear and 
tear ()f so many mcre Dew coins. The great mines of Australia. 
Mem to have been specially designed to provide, at a compara.
tively small cost, the additional money required by the 
increased trade of India, and its Government, too, have resolved 
to dt,feat the economy of nature. In contending, however, for 
~ possible economy in the monetary system of India and 
i:\very other country. we cannot adopt the opinion Yr. Patterson 
appears to entertain, that the economy might be carried so 
far as to dispense with the cost of metallio currencies alto
gether. Ooin is better fitted for rough work and for th& 
labourer's pocket than bank-notes. It cannot, like paper, be 
i:\aten by ants in the East, and is safer from water and fire. 
Nor can we conceive that a currency would be sa.Ia from 
dppreciation by excess, unless based upon things possessing 
intrinsio value like silver and gold. Yr. Patterson argues that 
the value of money depends simply on its conventional use and 
acoeptance. But limitation of supply is in all cases an 
indispensable condition of value; and the history of assignats 
in France, and greenbacks in America, shows that negotiability 

110e9 not oonstitute the determining element of the value of a. 
~urrency.· And taking this view of the monetary use and 

• Mr. Ronamy Price says in a recent article :-' The peculiarity of thui COm
lDo.ilty (gold) consists only in this, that every man agrees to take It in exchange 
:lor Ius goods. The general consent to make gold the medium of exchange oonsti-
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importance of. the precious metals, it seems to be a question 
worth considering, whether the future supplies are likely to be
sufficient to supply money enough for the rapid progress of the
backward parts of the world, and the immense development 
their resources seem sure to obtain. Mr. Maine has remarked. 
that investigators of the differences between stationn.ry and 
progressive societies must, at the outset, realize clearly the fact 
that "The stationn.ry condition of the human race is the rule, the 
progressive the exception; and, when this reflection was made,. 
the condition of the greater part of Asia and of Northern Africa 
might even have justified the proposition that a retrograde 
condition of the human race was the rule. In the wildest 
regions frequented by the nomad hordes' of Central Asia, the 
traveller discovers the vestiges of former cultivation and wealth. 
But he oan now peroeive in suoh regions that while he stands. 
on the grave of an old oivilization he stands also on the borders. 
of a new one. It lIeems certain, at least as regards Asia, which 
contains the bulk of the human raoe, that not only the 
stationary, but the retrograde oommunities will become pro· 
gressive-will be reaohed by roads, railways, river navigation~ 
and Western commeroe, and obtain the aid of Western capital 
and skill. And it seems equally certain that the peouniary value 
of their produce will immensely inorease; that they will need 
vast quantities of coin for its ciroulation; and that the question. 

tutes the precise demand for gold, just as the general consent to make shoe. of 
leather constitutes the demand for leather.' But the Bocial compact to wrar shoes 
does not determine what they are worth; that depends on tbe supply of leather 
and competent shoemakers. The public consents to take shillings as well M 

sovereigns; but it is not their consent that makes a sovereign worth twenty 
shIllings, which it would not be if gold were as easy to get as silver. So the 
public may consen\ to take pieces of paper for coins, but how many must be given 
for a horse or a cow or a loaf depends on the comparative scardty of each. W. 
make thia commcnt merely to illustrate the principle that the value of money 
depends on its rarity, and not OD convention and custom; for we coof_ we do 1I0t 

'see the drift of Mr. Price's arguments. He refutes some fallac.iee of the old 
mercantile school which hardly required fresh refutauon, and which are Dot 
supported by any of the writers on currency he refers to. But he by DO Dlean&

makes it clear whether he objects only to the particular proviaions of the Bank 
Charter Act, or to a metallic etandard altogether, and to Sir Robert Peel' I cMinition 
of a pound. • 
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is one of importance, whether coin enough for the purpose will 
be easily obbained. The steady decline of the produoe of some 
of the new gold mines might seem to justify a doubt on the 
subject. 'But from Mexico and South America additional 
supplies may be expected. Of Peru the British Consul says: 
, Peru is one vast mine which the hand of man has only hitherto 
scratched.' To the produce of the mines must be added the 
vast sums that the progress of commerce will restore to oircula
tion from the hoards of Asia and Europe, which, even in such 
places as Lapland, are great. Large sums of Norwegian money 
are Baid by Mr. Laing, in his 'Journal of a Residence in Nor
way,' to have disappeared in Lapland; the wealthiest Lap
landers having always been accustomed to live, like the poorest, 
Oil t,he produce of the reindeer, and to bury the money coming 
to them from Norway in places where their heirs often fail 
to discover it. 

The movement we have discussed is one which tends to 
bring all buried and neglected riches to light j and we anticipate 
from it both an ample provision of money and an increasing 
demand for it; although temporary fluctuations in both may 
cause changes in prices. 



XXI. 

PRICES IN GERMANY IN 1872.-

THE theoretical principles involved in what is called the gold 
question are matters, for the most part, about which little. con
troversy exists, although there may be much respecting their 
application to facts, from the difficulty of ascertaining the real 
faots. The effeot on prices of a great increase in the quantity 
of the precious metals in the world depends on their distribu
tion; on the proportions converted into money on one hand, 
and.articles of use or ornament on the other, the latter consti
tuting, in the hands of dealers, an addition to the demand for 
money, not to the supply of it; 'on the activity of the part 
converted into money, and the degree to which the volume of 
metallio oirculation is swollen by instruments of credit; and, 
lastly, on the oourse which the additional expenditure takes in 
each country, and the conditions affecting the supply of the 
things on which it is laid out. The mere statement of these 
conditions shows such a multiplicity of agencies at work that 
the necessity of proceeding by observation to determine the 
actual movements of prices is evident; indeed, extensive and 
careful observation on the part of many inquirers is likely, 
after all, to leave us in ignorance or doubt on some points, but 
it cannot fail to afford much information, especially aa foreign 
countries must be the prfucipal field of inquiry. On the distri. 
bution of the precious metals, first -of all, and the opening up 
of new channels for the miw streama of treasure, hang the 
gravest issues affecting the claBSe8 with stationary incomes in 
this country. The rise of prices haa for some months attracted 

• FOf'/nigMlvllepi4U1, November 1, 1872. 
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considerable attention in England, and with good reason; but 
fu many parts of the Continent it has been for more than a. 
deoade the subject of remark and complaint, and in the earlier 
attention to it abroad one may perceive the main ~eason why it 
has received comparatively little at home until now. A much 
more rapid fall must have taken place in the value of money in 
England ha.d there been no considerable fall in other parts of 
the world, had the chief- part of the additional gold which has 
come into circulation in the last twenty-two years been poured 
into English markets: a matter in itself IIllfficient to show how 
deeply we are concerned in its distribution, and in the move
ment of prices in other regions. The movement in Germany 
in particular deserves investigation, as a country which has 
undergone great economio as well as political changes in the
period of the new gold, and one in which several of the con
ditions determining its action on prices can be most advanta
geoUB1y studied. German statistics afford fuller information 
respecting local prices than are obtainable with respect to 
England or any other great country. Dut in every country 
the real movement of prioes has been a number of different 
local movements, and in Germany we can trace the causes 
governing the modem ohanges not in German prices only, but 
in prices throughout the ,!,orld. Wide miscalculations respeoting 
the effeots of the American silver mines on the value of money 
in the sixteenth and seventeenth centuries arose from attending 
only to some statistics of prices in a few principal markets. 
Even two centuries after the discovery of the American silver 
mines prices had not risen all over Eurore in the manner com
monly supposed. It was a partial, local, and irregular rise 
over a limited area, whence the prodigious effect of the streams 
of additional money in the localities which actually received 
them; prioes rising enormously in London, for example, while 
wholly unaffected in part of the Highlands of Scotland and of 
the west of Ireland, and but little affected even in some parts 
of England itself not far from the metropolis. The monetary 
phenomenon which now first strikes the eye on an inspection 
of German statistics is the extraordinary inequality of local 
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prices, and it is one which throws a flood of light on both the 
past and the prob!tble future distribution of the produce of the 
new mines of our own time. , 

In the month of December, 1870, to take offici~ statistics 
published by Dr. Engel, Director of the Royal Prussian 
Statistical Office,'" the price of beef, putting silbergroschen and 
pfennigen into English money, was 3d. a pound at Neidenburg, 
in the province of Prussia, at the east of the kingdom, while it 
was 8id. at Aix-Ia-Chapelle, in the Rhine province. In the 
same month butter was 9jd. at Neidenburg, 12}d. at Berlin, 
14id. at Magdeburg, in the province of Saxony, 15d. at Dort
mund, in Westphalia, and 16d. at Aix-Ia-Chapelle. Straw was 
lOs. the schock at Braunsberg, in the province 01 Prussia, and 
£2 128. at Saarbriicken, west of the· Rhine. Take again the 
following statistics of a number of the most ~mportant articles 
at various towns. (See Table on next page.) The prices are 
given in silbergroschen and plennigen in Dr. Engel's tables, 
but the proportions will be sufficiently indicated by the 
figures. 

Dr. Engel's tables give prices ,at other towns in each of the 
different provinces, the naked statistics being presented in all 
(lases without theory or comment. The. war in France may 
probably have disturbed the markets in the towns nearest 
the military operations during the latest period for whieh the 
()fficial statistics are published, and the military eleme~t is one 
which we shall have to notice again as one of the conditions 
besides the new gold affecting the movement of prices in 
Europe. But it by no means accounts for the inequalities, 
as is evident from the statistics of a number of years before 
the war. Going back, for instance, to 1865, we find butter U. 
a pound at Neidenburg, 10d. at Thorn, in the same eastern 
province, and 13~d. at Aix.la.Chapelle, at the extreme west of 
the kingdom. The value of money, in, short, is a local affair, 
even in Prussia, though one of the most advanced countries in 

• Zeit,chrift deB KOniglieh PreU88'.chen 8tat •• tiehen Brw6au.. El.fter Jahrgang, 
1871. See also the statistics ot prices in the volume published in 1867. 



AVERAGE PRICES L"( THE HARVEST YEAR Al1Gl1s'r 1, 1870, TO ntLY 31, 18'11. 

To'lVll': I PaOVIlfCB. I Wheat./ ~ye. I B~leY'1 ~at$' ,I Pe&$. 1 potatoes'l Buttar·1 ~eef'l ros., Straw,l . . 
! 

Neidenbnrg, Plussia, ~ 82'0 48'9 34-1 30'5 64'0 15'1 6'7 2'8 3'8 180'0 

Thorn, 
" 91'0 68'6 49'1 39'8 62'9 22'10 10'3 4'4 0'0 308'8 

Dantzig, . .or, 92'8 59'11 46'l1 32'6 62'6 23'11 10'3 7-1 6'1 222'9 

Berlin, Brandenburg, 90'4 65'0 62'9 37-3 96'0 22'6 10'4 0'3 59 304'7 

Magdeburg, 
~ 

• Saxony, 91'7 67-3 54'6 39'6 ' 
! 

97'1 ' 25'5 H'10 6'S 6'8 3423 

11I:tinB'ter •• Westppalia, 101'S 71N 6:i'l1 43-4 98'1 40'10 S'l1 4'8 6'0 291'6 

Dortmund, 
" 105'0 74'9 68'7 41'11 108'6 37-3 10'9 6'7 6'3 406'7 

Bochum, 
" 104'6 76'U 63'2 41'8 109'7 40'9 11'9 0'4 6'6 437'6 

Diisseldorf, Rhine Province, 109'2 78'0 65'7 43'2 116'8 40-4 12'6 6'5 8'7 408'0 

Aix-la.-Chapelle, 
" " " 112'3 82'0 70'9 45'6 U5'O . 42'0 13'3 7'1 8'6 487'6 
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Europe, and one of the best provided with internal communioa
tions. Some of the difl'erences are partia.lly accounted lor by 
differenoes in the fertility or i~ the harvests of different regions. 
Great fortifioations, as at Cologne, Coblentz, Mayence, Konigs
berg, Dantzig, and Stettin, obstructing the growth and business. 
of towns, and raising the rents of houses, ocoasion other di
versities. Other local causes affeoting supply or demand were
reoently assigned on the spot at other plaoes in reply to my own 
inquiry. But if speoiallooal oauses alone were at work, the rise 
in some localities would be attended by a fall in others, because 
the same sum of money cannot be in two plaoes at once, and it 
part of the money previously current had been drawn off to new 
localities, thete would be less left in the old ones; whereas. 
we find a higher range of prices than formerly everywhere
throughout Germany, though the differences are surprising. 
In Germany, as in England, combinations and strikes are now 
often referred to as the chief cause of rise in the. present year in 
the prices of many things, and of the greater cost of living at 
partioulat towns. But this explanation fails to acoount for a. 
continuous rise of prices for twenty years before strikes or 
combinations (which are of very reoent appearance in Germany) 
were heard of; nor could a. rise of the mass of commodities take 
place without either an increase in the money demand, or a 
diminution, which is not pretended, of the supply. A rise in 
money wages at the expense of employers may cause a change
in relative prices, and a rise of things produced mainly by labour. 
but in that case things produced mainly by. fixed capital, and 
whose price consists largely of profit, woula sustain a corres
ponding fall. An altered distribution of money to the advantage
of the working classes, again, would lead to an increased expendi
ture on their part; their comforts and luxuries might accordingly 
rise. But this in turn wouldbe met by a corresponding diminu
tion of expenditure on the part of other olasses, and a correspond
'ing fall in some articles. A fall in the house-renta of the middle
classes, for example, would ensue, whereas what is particularly 
complained of is "rise. The payments of France, on account of 
the war, are in some places spoken of as one cause of advanced , 
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l'rices in the present year. The chief part of the money coming 
from that source seems, however, 88 yet either to have been 
withheld from ciroulation by the Government, or to have been 
expended west of th!" Rhine, in Alsace and Lorraine; and in any 
case those payments afford no explanation of the continuous 
advanoe of prices before 'July, ..1871, the last month to which 
Dr. Engel's statistics come down. 1,'here are, I must allow, 
anomalies in German prices which remain inexplicable to me 
after muoh recent local inquiry; but some general results of 
importance seem to emerge beyond doubt frolll their examination 
in a number of different places. 

The lesson, it is true, whioh investigation .of facts impresses 
more and more on one's mind is distrust of economic generaliza.
tions j still they are of use if we are careful both, as far as possible, 
to cover under them only the proper particulars, and also to use 
them as guides to, instead of 88 ooncluding, inquiry. A general
izat4m which may be advanoed with referenoe to the present 
subjeot is that, in the first plaoe, a muoh lower scale of the prices 
of land, labour, animal food, and other main elements of the cost 
of living to large classes, will usually be found to prevail in 
places without steam oommunication than in plaoes similarly 
situated in other respects, but possessing railways or steam 
transport by water; in the next plaoe, among places possessing 
steam communication, a considerably higher scale of prices of 
the staples referred to will for the most part be found in those 
whioh are oentres of industrial or commercial aotivity or of 
foreign resort than in such as are of a stationary or colourless 
charaoter; and, thirdly, as a general rule, there is a marked 
tendency to a. higher elevation of prioes in Germany as we travel 
from east to west. Hence Germany may be roughly: divided 
into four monetary regions:-(l) places in arrear of the world's 
progress in respect of their means of locomotion 88 in other 
respects; (2) plaoes communioating by steam with good markets, 
but not themselves the Bites of muoh enterprise, or possessing 
any special attractions; (3) places which unite the best means 
of communication. with local activity, or considerable resort from 
without; (4) among places falling within the last ca.tegory, a 

z 
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higher scale of rents, wages, the price of animal food and other 
essentials will be found, ()aJieriB paribus, in those which lie 
nearest the traffio and movement of Western Europe. Of the 
effect at the want of steam communication the reader may 
observe an example in the comparative prices given above, of 
Neidenburg on the one hand, without either railway or stearn 
tr®eport by water, and Thorn on the other hand, in the same 
province, seated both on the Vietula and on a railway. Again, 
for an example of the lower range of prices in comparatively 
stationary places, though well provided with means of locomotion, 
than in centres of industrial activity, compare prices, stated 
above, at Munster, in Westphalia, with those of Dortmund and 
Bochum, in the same province, but among the busiest Ilpots in 
the Ruhr Basin. For an illustration, lastly, of the ascent of 
prices as we move westward in Germany, compare prices in the 
ohief towns of the province of Prussia. with those of Saxony and 
Westphalia, and these again with the prices of Aix-la-Chafelle, 
on the borders at once of Belgium, Holland, and Prullsia, and 
on the high road to France and to the English Channel. This 
upward movement of prices as we move westward seems to be 
connected both with proximity to the best international markets, 
the increase of the manufacturing element and of industrial and 
commeroial activity, and also with a. third oondition, itself not 
remotely allied to the two others-namely, the influence of 
education. In the two most eastern provinces of the kingdom, 
P)."ussia and Posen, it appears that above twelve per cent. of the 
reoruits annually enlisted are unlettered; in Brandenburg, 
Saxony, and the Rhine Provinces, the percentage of unlettered 
recruits is oonsiderably below one per cent. One discovers 
some oorrespondenoe between this scale of education, IlIld the 
following scale ,of the average prices, in the decade 1861-70, of 
tOWDS in the different provinces, from Dr. Engel's statistiCII:-

PROVlNCti" WheaL Rye. Barley 0 .... p .... P ..... Bu_ Bed. Pork. H.y Straw 

------- ~ -- - - ----
Prussia . 8I.n 53·" 41.1 r.:3 59-" 20·4 ill H 4.8 .~ . 1088 
Posen 79·7 55·8 44·10 58·5 15·3 ·1 3·10 4.10 '5·7 J94·· 
Brandenb~g 8J.7 5Q·1:1 47-4 34·1 73·· z810 9·8 4-1 5·' %7--'1 1!:~fJO 
Saxony •• 8n 64·7 5 1.J H.S 79.' 81 •• •• 7 :X 5-4 30 • ~H·z 
WestphalIa. • 918 6<) •• 57·7 3&·1 88·4 '9·3 ·9 55 31 .11 ..... 
RhIDe Province 93.6 61.11 56.9 3S 6 90·10' 27·10 9·5 S.J 5·U 37·j "So' 
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The higher range of prices in Western Germany, in short, 
springs from the greater abundance of money where business 
and traffio are best situated and most active, the manufacturing 
()lernent furthest developed, and general intelligence highest. 
Knowledge, industrial energy, the value of land, labour, and 
time increaSe, and the commercial and money-making spirit 
becomes keener, for better for worse, as communioation with 
the wealthiest and busiest countries of Western Europe becomes 
doser, and the German approaches the prinoipallines of western 
traffic, travel, civilization, and money expenditure. 

Those who 'are conversant with the theory of the interna
tional diMtribution of the preoious metals, expoUnded by Mr. 
Senior and Mr. Mill, may find evidence in the local prices of 
Germany that the principles which govern the partition of the 
world's currency among different countries, and the scale of 
international prices, npply also to the distribution of a national 
currenry and the comparative prices of different places in the 
same country. The more efficient, productive, and valuable the 
industry of any country, or of any looality, and the cheaper 
aud {aster its produce can be carried to the best markets, the 
hight'r will be the scale of pecuniary earnings and incomes, and 
the higher consequep.t!y the prices for the most part oHhings 
in grent demand, suoh as labour, land, and fresh animal food, of 
which the supply is' limited, and which make a great figure in 
the cost of living. The produoers for the foreign market get 
higher profits and wages; money flows in from abro~d, and 
producers for home consumption, though no suoh nioe equality 
of wages and profits as book theorems assume really.exists, earn 
more than oan be earned in less active and less advantageously 
situated places. If Yorkshire cloths and Lanoashire cottons, 
carried by steam, could be made to suit the convenienoe and 
taste, and awaken a demand on the part ofthe whole population 
of European Rus,sia and Asia, what would follow with respeot to 
prices in En-gland? Yorkshire and Lancashire would have a. 
larger claim on the money of the world ; there would be a rise 
in Yorkshire and Lancashire wages and profits in general, 
though by no means in the exactly equal ratio whioh economie. 

Z2 



340 Prieea in Germanu in 1872. 

fiotions assume for wages and profits throughout the whole king
dom; both the working classes and their employers'would hav& 
more to spend, and the comforts and luxuries of both, of which 
there was not a proportionately increased supply forthcoming. 
or not without additional cost, would advance in price. So in 
Germany, although one cause of prices being higher in places 
otgreat industrial activity or resort than in more purely agri
cultural or less frequented localities, may be that the supply 
needed, or part of it, must be brought from a greater distance, 
yet the principal cause is the difference of money demand and 
expenditure. The great rise in the cost of living at Berlin in 
the last year and a-half springs in the main from the Iact that 
Berlin has beoome the capital not merely of Prussia, but 
of Germany, its political, intellectual, and financial centre. 
Hence a great influx 1.)f capital, people, and money, a great 
activity of business, an extraordinary demand for houses, build
ing materials, and labour, an exorbitant rise in the prices of 
things into which they enter as prinoipal elements, and a. con
dition of the labour market which enables workmen in some 
trades to exact what are thought by employers exorbitant 
terms. The same monetary phenomenon presents itself like
wise in small towns, which situation and local advantage hav& 
made places of much resort. At Heidelberg, for instance, I 
was lately told by a resident, who is a high authority with 
respect to German prices, that the cost of living to persona of 
moderate inoome, though rising many years before 18G6, had 
advanced iifty per cent. since that date, and is still advanoing, 
the main proximate ca.use in the last twelve months being the 
exaotions by the w~rking classes, in one trade after another, of 
a great advanoe in wages. But Heidelberg lies on the higb road 
of travel, and almost at the intersection of the principal lines of 
European railway communication; it is one of a ring of towns 
of much resort, and itself possesses special attractions; the de
mands for higher wages have been grounded on the rise ot 
oommodities, and the increased peouniary expenditure, 0.£ which 
the higher wa.ges and pric68 dord prool, could not be forth
coming without 11 more plentiful circulating medium. 



Price8 in German!! in 1872. 341 

The comparison of local prices in Germany reconciles in 
principle two seemingly opposite theories respecting the in
ternational movement of prices consequent on the new gold 
mines, though neither theory is quite in accordance with facts. 
According to one theory, prices should have risen earliest and 
most in the countries whose industrial efficielloy and whose 
means of communication were furthest advanced, and therefore 
more in England than in Germany or France. Another theoJ:Y 
is that steam communicati~n equalizes prices, raising them, 
therefore, most where they were formerly lowest, and therefore 
most in what formerly were backward and cheap countries and 
localities. Each theory contains a measure of truth, but the 
first overlooks the rapid diffusion of industrial inventions, 
activity, and improvements in transit, the consequent changes 
in the distribution of money and in the relative prices of dif
ferent countries and different localities in the period of the new 
gold; while the second exaggerates the equalizing'influences of 
steam locomotion. Tlte real movement of comparative national 
and comparative local prices has not been a general equalization, 
nor as yet even a tendency towards it. What we find is, not a 
uniform elevation of the whole level, but the rise, as it were, of 
a great number of monetary peaks of different altitudes-a rise, 
that is to say, at a great number of points in continental countries 
to or near to the highest ranges in England, and again at a still 
greater number of other points, to altitudes considerably below 
the pitch reached at the points of highest development, but 
muoh above the level of places without improved communication. 
P.ailways and steamers are soid to equalize prices; and so they 
do, creating equalities and tendencies to equ~lity of two kinds. 
They tend to raise prioes at many of the most advanced places 
on the Continent to, or nearly to, a par with those of the principal 
English markets, and again, to bring prices in previously remote 
and cheap place,s up towards the range generally prevailing 
along the lines of steam transport. But they also create new 
inequalities, and these, too, of two kinds. They raise prices at 
plaoes obtaining the new means of communication above the 
range prevoiling at places obtaining no similar advantage; and 
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again, they concentrate capital, business, and money expendi
ture plethorioally, 8.S it were, at partioular spots with peculiar 
natural resources or advantages of situation, and thus elevate 
prices enormously there at a time when an unwonted abundance 
of money is in the'world. Improvements in locomotion develop 
the resources oithe ~orld, but the resources of dificrent countries 
and of different localities are unequal, on the one hand, and the 
new means of locomotion develop their actual resources unequally, 
on the other hand, because not equally distributed. It is not. 
we must remember, the mere acquisition of means of rapid 
communication that raises money-earnings to the highest pointJ ' 
or that makes the greatest change in habits of expenditure and 
the pecuniary cost of living; what does so is the ingress of 
wealth, enterpfise, and outlay, the generation not only of 
opportunities for pecuniary gain, but also of the habit of taking 
advantage of them,- the inllux not only of money, but also of 
t,he money-making spirit, the creation of a custom of looking, 
not for customary prices, but for the highest prices to be got for 
everything, every inch of ground, every trilling exertion, every 
minute of time; while, at the same time, the habits of consumers 
naturally become costlier as their incomes as producers becom~ 
larger. So far are railways and steamers from diffusing these 
causes of extraordinary pecuniary gains and extraordinary prices 
equally throughout all the regions they traverse, or even all th~ 
places they actually touch, that they often draw capital, business, 
and money, not to but from places on the very lines of steam 
Qommunication to 'Others with greater advantages. Even at 
spots whose position and opportunitics are such that the money
making spirit, the habit of .seeking the utmost price, and the
organiz:ation often necessary to obtain it, might be expected to 
develop themselves at once, they sometimes do not do so for 
years. In a districtl for example, where the bulk of the 
inhabitants are owners of land, growing chiefly for their own 
'consumption, they may not be tempted immediately by the offer 
which a new railway makes of high prioos at a dbtance t() Bend 

, their produce to market. People are often reluctant to change
their ways of life, even where they would be great pecuniary 
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gainers. A few weeks ago, at a. place in the Ruhr Basin, 
whioh must soon be absorbed' in the whirl of industrial 
aotivity round it, but where life is still oomparatively cheap, 
tranquil, and old-fashioned, an hotel-keeper answered the 
question, whether there were any great factories or industrial 
6btablishments yet,-' No, thank God!' It must be confessed 
that the new movement does not always add to the comiort or 
happiness of the district it invades. Take those little hamlets 
whioh one sees from time to time nestling in a. ravine on the 
side of one of the low mountains of Siegerland, where every 
householder has his twenty acres of land, his share in a wood, 
his three or four cows, his pig, and perhaps a few sheep, whose 
own lalld produces his food. and the sale of whose wood supplies 
aU his other wants. The mountain has ribs and bowels of iron; 
tnll chimneys and high prices will soon rise at its base; the 
peasant may find that his wood buys less than before; he may 
desoend from the rank of a. landowner to that of a. labourer, and 
perhaps be tempted to begin a new, anxious, and uncertain 
career in a town. But there is another side of the picture. 
The progress of industrjal and commercial activity is inseparably 
bound up with that of science and art, as both cause and effeot ; 
and it is the chief of the agenoies whioh, by a number of 
influences, direot and indireot, are elevating at last the condition 
of the tailing masses of Europe in one place after another. 

The movement in place of prices in Germany, or of com
parative 1000.1 prioes, is obviously conneoted with the movement 
in time, or the comparative prices of different periods, and 
therefore with the question conoerning the changes in the 
value of money since the new mines were discovered, or the 
gold question. With a view to the solution of a different 
though olosely related question, to which we shall have to recur. 
and whioh the title of his Essay explains,· an eminent German 
statistioian has recently published an elaborate analysis of the 

• Welche W ~n werden in Verlaufe der Zetten immer theurer P (What oo~/ 
modities become constantly dearer in the lapse of pt>riods of time t] Statl8t".j1I 
St"d'etJ '''1' e ... kiclite 4w Preise. Von Dr. E. LlISpeyres. Tubingen, ~872. . 
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prices of 312 commodities from 1846 to 1865 in the market of 
Hamburg. Among the results is a classification of the 312 
commodities in eleven groups, with the comparative prioes of 
successive quinquennial periods indicated in the following Table, 
in which the prices of the first period, 1846-50, are represented 
~Y 100:-

--- ,!;,§ Five F.ve Pive Five Fifteen 
.. -:0 yea .... yea .... years. yea.n, yea.." 

CJ.,.. of ~ommoditi ... 
..... 

Gaoup. .00 1846 1851 1856 .86, .85' es 
"s to to to to to 
Zo 1850. 1855. 1860. 18°5· 1865. 

U 

I. Products of South 
European plants-
wines, fruits, &c. • 23 100 121 143 136 133'7 

II. Agricultural products 
of Central Europe-
corn, peas, bean8, 
&c., ••••• 41 100 122 133 128 127'8 

III. Hunting and fishery 
products, 19 ]00 116 135 131 127'8 

IV. Products of sylvicul-
ture, . · · 17 100 109 113 160 1272 

V. Produce of European 
cattle-rearing, • • 29 100 113 137 125 12H 

VI. Edible Colonial pro-
ducts,. . • • . 44 100 110 125 129 121'8 

VII. N on-edt bIe Colonial 
products, · 4. 100 105 115 123 114'0 

VIII. Fibrou8 manufactures 
-linen, woollen8, -
spUD silk, &c.,. • 12 100 102 107 127 112-2 

I 

I';. Chemical manufac-
tures, • · · . 40 100 111 117 102 109-9 

X; Mineral 8nd metal 
manufactures, . 22 100 107 111 101 106'4 

XI. Products or mining 
and emelting-coal, 

108 97 104-1 iron, &c .. · · 24 100 107 
I 

, 3l2[?]1 100 I 111-2 ~ 122-1 I 123'31 118-98 
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If, however, the reader examines the prices of the particular 
:articles comprised in the eleven groups, he will find that the 
.average prices of the groups do not show the real rise, the 
.greater number of the more important commodities having 
risen muoh more in the period subsequent to 1846-50 than the 
averages indicate. Unfortunately, too, the table stops at th~ end 
of 1865, while a great rise in some commodities has taken place in 
subsequent years. Group XI. in the table shows, in fact, a fall 
in ooal and iron in 1861-65 compared with 1846-50, whereas 
those great staples are now at extravagant prices in Germany 
as in England. The statisti08 presented by Dr. Laspeyres- do 
not enable us to make any olose oomparison between the 
movement of prioes at Hamburg and at London, but so far as 
they go they indioate a oonsiderably greater rise at Hamburg 
since the discovery of the new mines. On this point, it seems 
to me that the reason assigned by Dr. Laspeyres'for a greater 
rise of cereals, &0. (group II.), at Hamburg than at London, 
namely, that England has derived greater benefit than Germany 
from improvements in transport and free trade in corn, hides 
the real distribution of benefits. Improvements iIi transport 
sud. trade tend to raise the pecuniary value of raw produce 
exported to the benefit of produoers in the exporting countries, 
and to lower the price in the importing countries to the 
benefit of consumers. But Germany is an exporting, England 
'8 great importing country in the matter of corn, Germany 
being, in fact, one of the sources of the English supply. Dr. 
Carl Knies; the eminent professor of politioal economy at 
Heidelberg, pointed out in an essay on the 'Depreoiation of 
Money' in 1859 that there were causes tending to a greater 
rise of prices in Germany than in England. 'First and fore
most,' he observed, 'among the agencies oreating important 
-changes in prices oome railways, diminishing the differenoes in 
the local values of money, by caus\ng its influx: into places 
where prices were low from places where they were high. 
~ermany may be classed among the former. England among 

• See p. 58 of his Essay. 



PROVJNCJI_ 

I 
Decade. I Wheat_I Rye_I Barley_I oaIS_' peas_/ potato .. _! Butter_ 

Prussia, C841-60 61'4 42-1 31-11 220 46'7 15'9 0'0 

· - - 1861-70 81-11 5~'11 41-7 S0'4 59-2 20-4 HI 

Posen, C8n
-

5O 66-0 44-0 34'5 24-4 47'8 14-0 5-10 · - . 1861-70 79'7 65'8 44-10 31-8 68'6 15-3 8-7 

Pomerania, C841
-

6O 68'S 45-7 83'4 24'7 48'4 16'l 6-7 · . . 
1861-70 85'10 59-11 46-9 33'7 64'7 19-4 9-3 

SilWa, f8n
-

5O 65'2 46-2 35'l1 24-4 52'4 17-1 0'7 

· · · 1861-70 79'9 68'1 45'4 31}-8 65-9 183 8'5 

Brandenburg, C841-50 69'9 46-3 47'1 26'6 66'9 14'6 6'9 

· · 1861-70 83'7 59-11 35'10 34'1 73'2 18'10 9'8 

Westphalia, _ f8n
-

6O 76'4 56-6 42'10 28'9 68'5 20'9 6-6 

1861-70 91-8 69-1 57'7 38'7 88'4 29-3 89 

Saxony, rSU
-

5O 66'2 49'2 36-11 25'5 59'0 16'9 6'10 

· - · 1861-70 83-3 64'7 61-3 , 3'S 77'3 21'4 9'7 

:Rhine Provincee, t18U-50 82'l 61'0 46'2 287 72'0 20-9 6'1 

lS61-70 9310; 67'l1 li6'9 30'6 90-10 27'l0 9'5 

I . . 

Tallow_! Beef_ ~ pori_! Hay_I Straw_ 

4'6 2'4 3-0 19-1 143-11 
c 

0-2 3-7 4-8 24'8 ISS-8 

39 2'9 3-4 22'8 16N 

6'3 S'10 4'l0 25-7 194'2 

3-10 2'9 3'4 19-7 172-3 

4-4 3'11 5-4 22'3 232-1 

4'4 2-9 3'5 22'5 141-3 

"9 3'11 4'l1 30-3 188-S 

4'6 3'0 3-6 22-7 1849 

6'2 4'7 6'2 27'7 249'0 

4-0 2'l1 39 20'6 160-3 

5-8 4'8 5-5 31-1 275'4 

6-6 3'4 39 27'1 176'9 

6'9 49 6'4 36'2 2042 

4'9 3'2 4'2 . 28'1 201-4 

0'8 53 5'11 373 275-" 

I 
I 

i 

i 

c,., 
..... 
C) 

~ 
~. 

;i-

~ 
~ 
~ 

~ 
~. 

..... 
C1:J 

~ 
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the latter. At a time when a general fall in the value of money 
is taking place in consequence of the abundance of gold, the 
chaDg~ is diminished in England and augumented in Germany 
by the change in the movement of money.' But the same 
movement which has given Germany railways and steamers 
has given it steam for manufacture alid mining as well as for 
locomotion, and all the meohanical and chemical inventions of 
England and France in addition to its own. If we add great 
legal and administrative reforms removing obstaoles to produotion 
and trade, and the spread of eduoation, we may see reason for 
greater relative progress and a greater relative increase of pecu
niary incomes in many parts of Germany than in England, 
though the aotual scale of incomes and prices may still be higher 
in England. The prioes of Hamburg, it should'be added, must 
Dot be taken as representing the movement of prices throughout 
Gormany, where the real movement is made up of a number of 
different local movements. Hamburg, long one of the chief 
seats of German trade, has advanced muoh less in respeot of 
industrial aotivity, means of communication, wealth, and the 
increase of money, than many other towns whioh have come to 
the front in t1).e last twenty years. Dr. Engel's tables supply 
some additional information, showing, for example, the ~verag& 
prices of some important commodities in the chief towns of each 
provinoe of Prussia. in the two decades 1841-50 and 1861-:7(} 
respectively. (See Table on preceding page.) 

If, however, we compare the average prices of 1861-7(} 
with those of the immediately preoeding decade 1851-60, we 
find that while the rise in butter, tallow, beef, pork, hay, and 
straw, has been a continuous one, wheat, barley, oats, peas, and 
potatoes were, on the contrary, on too average of years, higher 
iu the decade 1851-60 than in 1861-70. The articles, how
ever, which have risen continuously are much better measures of 
the purchasing power of money in Prussia than those which 
ranged higher in the first deoade of the new gold period than 
in the second, above the prices of 1841-50. The prices of 
butter, tallow, beef, and pork, are taken on a more uniform 
system throughout the different markets of the kingdom than 

~, 
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those of the other articles. The seasons produce much more 
violent fluotuations in grain and potatoes than in animal food j 

and animal food is both a. much more important item than 
bread and potatoes in the economy of the middle and wealthier 
classes, and one better adapted to test an increased expenditure 
<>n the part of the working olasses-butter especially, on which 
the working classes in the mining and manufacturing districts 
at least of Prussia spend much more than on meat. Not to 
encumber our pages with .too many figures on one hand, and 
because, on the other hand, butter, of all the articles in Dr. 
Engel's statistics, affords the best criterion of the movement of 
prices and the cost of living, let us take the price of that article 
during a succession of years at various towns j . the year 1841 
affording, as Dr. Engel's tables show, a fair standard of pre
Californian prices for comparison :-

PRICE OF THE POUND OF BUTTER IIi PFENNIGEN. 

.; 
:::l 
<II 

..0 e.G "" '" ... .cI .. 
..0 ::s .: al Co? ~ ~ .g 

YIl..!.JI. 
.., 

~ ~ . .~ ,s "" j t .!! '§ 7J OIl 
0 II 1i e .. ,~ 

1:0:1 1=1 Po. !l) II'! II'! >l >l 0 .q 

1841 73 71 70 96 84 64 81 64 76 76 
1851 71 72 70 88 84 78 89 60 68 67 
1852 80 80 84 95 86 90 89 64 77 93 

1854 90 91 101· 100 91 93 97 70 85 96 

1856 95 103 106 110 91 98 104 82 93 100 

1856 101 110 104 113 112 97 108 85 102 112 
1857 104 104 102 117 120 102 118 88 U3 129 

'1859 103 101 98 107 119 90 109 80 109 130 

1860 92 96 88 104 108 82 96 75 91 III 
1862 106 106 107 125 III 94 111 89 110 12. 

1863 105 107 109 120 114 102 108 73 104 122 
1864 104 106 no 120 117 110 1H 87 118 128 
1865 110 U2 US 126 118 113 120 92 126 137 

1870 U1 I 118 
! 

128 132 124 U5 140 105 134 161 



Prices ,'n Germany in 1872. 349 

These statistics exhibit, amid some curious irregularities, a 
continuous rise at all the towns in the list, but s. muoh greater 
rise at Aix-Ia-Chapelle, where the price has more than doubled, 
than at Konigsberg, where the rise is a little more than 50 per 
cent. We have, however, no statistics of places where the rise 
has been greater: plaoes, that is to say, which before 1850 had 
neither railway communication nor industrial activity, and 
which now are in the front rank with respect to both. Aix-Ia
Chapelle was a oonsiderable town, and had the advantage of 
a railway before the discovery of the new gold mines; but 
there are now mining and manufacturing centres which twenty 
years ago were not to be found on the map, and it is in such 
places that the scale of wealth, wages, rents, and the prices of 
animal food, bas changed most. 

Dr. E!lgel's statistics do not come down to the present year; 
but Mr. Soott's report on 'the condition of the industrial 
classes, and the purcbase power of money' in Wiirtemberg, 
supplies figures showing a continuous rise in that part of 
Germany since 1850:-

COMMODITl¥. I April, 1870. I April, 1872. 

Beef, . Gtl • 61tl. 

Pork, Gtl. 7tl. 

Vtial, 6!tl. 6td• 

Butter, 7ld. 101d. 
Milk, 21d. 3ld· 

The rece~t advance in these articles has, I am assured, been 
greater in some parts of Germany, though I am not enabled to
authenticate the results of personal inquiry by official statistics. 
It is Ipore important to note that no statistics exhibit the real 
increase in the cost of living in many German towns, since 
they do not exbibit the increase of town wages and house-rents, 
and of the retail prices of many things into which wages and 
house-rent enter as principal elements. The practical change 
in the value of money varies, of course, for different classes and 
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different individuals, according to the course of their habitual 
expenditure, since some things have risen more than others, 
and some, both imported and manufactured in the country, not 
at all. The classes who seem to be least affeoted by it as 
consumers, are those who have no wages to pay, while their 
own wages have risen considerably, and who have often a. 
cotta.se, a garden, and cow of their own. The classes with 
stationary incomes, in whose expenditure house-rent, animal 
food, and the wages of servants, form the chief items, are, of 
course, the chief sufferers. 

On the whole, it is evident that there has been a great 
()hange in the value of money in Germany in the last twenty, 
years, though it has been different in different localities, and 
we have no such array of statistics as would be necessary to 
determine the exact amount of the fall in any locality. Still 
less can we determine exaotly the share of the new gold mines 
in the fall. There were oauses tending to raise prices in 
Germany, though no new mines of extraordinary fertility had 
been discovered. One cause, altogether distinot from the mines 
in its nature, though indistinguishably assooiated with them in 
its operation, is the improvement in the industrial and com
meroial position of the Germans. In a country whioh has gold 
mines of its own, the production of gold depends partly on the 
powers and skill of the miners, and partly on the fertility of the 
mines. Let both the efficiency of the miners and the produc
tiveness of the mines larg.ely inorease, .and there will be a vast 
increase in the production of gold; but it will be impossible 
to say how muoh is due to the miners, and how much to the 
mines. Foreign trade, as economists put it, is the gold mine 
from which nations without actual mines of their own get their 
gold, and the fertility. of the foreign mine and the efficiency 
of the Germans who work at it have increased togother., 

Both causes together, nevertheless, fall short of explaining 
the changes in German prices. Two other sets of causes have 
been at work at the same time: one augmenting the amount 
of the circulating medium and the rapidity of its circulation, 
the other affecting the supply of some of the chief articles on 
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which the cost of living mainly depends. The improvements 
in locomotion and in commercial activity which have so largely 
augmented the money-making power of the Germans, have 
also quickened prodigiously the Qirculation of moneYi and the 
-development of credit, likewise following industrial progress, 
has added to the volume of the circulating medium a mass of 
substitutes for money which move with greater 'velocity. You 
can send money by steamer and railway, but you can send credit 
by telegram, and a new million at New York may raise prices 
in a few hours at Frankfort and Berlin. A much smaller 
amount of money than formerly now sUffices to do a given 
amount of business, or to raise prices to a given range j and to 
the increased amount of actual money now current in Germany 
we must add a brisk circulation of instruments of credit. It is 
true that some of the principal means of substituting credit for 
coin, and economizing the use of the latter, have little or no 
operation in Germany. Cheques, strange to say, are hardly in 
use, and there is no Clearing-house. But there is a mass of 
bank-notes; and bills of exchange, for very small as well as 
for large amounts, pass from hand to hand among people in 
business almost as freely as bank-notes; the same bill making 
often a great number of purchases before it reaches maturity. 
The transactions o.re, of course, liable to be reopened if the bills 
be not met in the end, but otherwise they answer as payment 
in cash. A small proportion of coin thus supports an immense 
volume of circulating credit. Were the circulating medium 
composed of coin alone, whatever the amount of the precious 
metals issuing from the mines or circulating in other countries, 
wh~tever the price of German commodities in the gold market 
abroad, no rise of prices of German commodities at home could 
take place without additional coin enough to sustain it. It 
might be the conviction of people in business in Germany, 
that, looking to international prices, and the relative cost of 
production of German exports and other German commodities, 
prices generally ought to be double their former amount; yet, 
in the absence of instruments of credit, only a doubled quantity 
of coin, or a doubled rapidity of its circulation, could actually 
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double prices, and give German labour and productions their 
due value in relation to money. But, when credit comes in 
as a substitute for coin, it may, with s. small proportion or 
money as a support, raise prices at home to the pitch which 
equal amo~nts of labour and abstinence fetch in the foreign 
market. " 

,There has, then, been s. plurality of causes, besides the 
increased quantity of gold in the world, augmenting what for 
shortness we may call th? money demand for German commo· 
dities-the increased industrial and commercial powers of the 
Germans, the more rapid circulation of money, and the rapid 
augmentation of the circulating medium by a volume of credit. 
But the question of prices is a. question concerning the supply 
of commodities no less than the money demand. An increased 
money demand does not of necessity raise the prices of commo
dities. That depends on the conditions affecting the supply or 
each class of thing, for which there is a greater money demand. 
A nation like the United States, possessing a vast territory of 
prodigious fertility, might, with peace and 'free lrade, Bee the 
priqes of almost, all things falling in the markets of Californi& 
itself. An important class 9f considerations, connected with. 
the rise of prices in both Germany and England, is contained 
in the question Dr. Laspeyres bas raised: 'What commoditics 
become constantly dearer in the lapse of periods of time P I
Adam Smith bas given an answer which at least points in th& 
right direction, if it involves an erroneous distinction between 
corn and other sorts of rude produce in the case of old countries. 
which do not import the former,:,' If you except corn and ~uch 
otber vegetables as are raised altogether by human industry,. 
all other sorts of rude produce-cattle, poultry, game of all 
kinds, the useful fossils and minerals of the earth, &c.
naturally grow dearer as the society advances in wealth amI 
improvement.' Among t~e sorts of rude produce particularly 
referred to by Adam Smith in his elaborate exposition of the 
subject as naturally growing dearer in the 'lapse of periods of 
time is wood, and German statistics afford an illustration. In 
Professor Rau's 'Grundsatze der Volkswirthschaftslehre,' ,th& 
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following prices of a given measure of the same wood at 
Wiirtemberg, in successive periods, are given:-

Fl. Kr. 
1640-1680 0 37 
1690-1730 0 67 
1740-1780 
1790-1830 

2 14 
11 22 

Dr. Engel, ,again, gives statistics whioh show the conti
nuous rise of carpenter's wood in another part of Germany 
ainee 1830:-

1830. 1840. 1851. 1860. 1865. 
Carpenter'. wood per klafter,} 60 76 102 130 180 

in BIlbergrosehen, 

Of course, the rise in price of things which grow naturally 
dearer in the progress of society is enhanoed by any sudden 
increase of money and fall in its general value, and it then 
becomes impossible to apportion the influence of the different 
agencies-increased oonsumption with growing scarcity or 
greater cost of production on the one hand, and greater abund
ance of monE'Y on the other. Every artificial obstruction to 
the supply of important commodities inflicts an aggravated loss 
on those whose money incomes remain stationary while money 
is falling in value. The rise in the price of animal food' in 
Germany, where there is a wide distribution of landed property 
and a. simple system of land transfer, may 1'e ascribed mainly 
to natural causes j and a large part of the German population 
are either gainers by it as sellers, or unaffected by it as pro
ducers for their own' consumption. It is otherwise in a country 
like England, ,in which laws in. the supposed interest of an 
insignificant number limit the supply of land in the market, 
-diminish its produce, and make food unnaturally dear. The 
gold question has added enormously to the importance of the 
land question in. England, a.nd the classes with fixed inoomes 
are especially co~cerned in both. 

Persons with stationary inoomes in this oountry are, as it 
were, between several fires. They suffer from high prices, 

lIA 



354 Prt'us in Germany 2n 1872. 

whether they spring from abundance of gold, from natural 
dearth of commodities, or from the increase of population and 
wealth. They ~er along with other classes, and the pros
perity of other classes is e. calamity to them. The main re
sources they had to look to on the discovery of the new gold 
mines were reforms in the laws relating to land in their own 
c()~ntry on the one hand, augmenting and cheapening the
:produce of land, and industrial and economical progress in 
other countries on the other, assigning to these the principal 
share of the new treasure. Of all parts of Europe, England 
is that in which the fall in the value of money, measured in 
commodities-I do not say measured in labour-ought to have 
been least sensible, on account of the nature of its imports, 
the natural cheapening of manufactures, the improvements in 
husbandry which legislation might have indirectly effeoted, 
the example which all the rest of the civilized world had 
set with respect to land laws, and the immense demand for 
the treasure from the new mines which peace, liberty, industry, 
and trade might have opened up in other countries to cir
culate a. vast increase of produce at much higher pecuniary 
value than remoteness and poverty have hitherto allowed them 
to bear. The new area in Europe, not to speak of Asia, 
which' civilization would open for the employment of new 
money is enormous. The inequalities in the local prices of 
Germany, the rise in its most progressive localities, the com
paratively low prices in its backward localities, point to one 
of the chief outlets to which people here, with fixed incomes, 
might have reasonably looked for the absorption of the new 
gold. Low as prices still are in many places in Germany, 
they are lower over great districts of Austria, and yet lower 
over the greater part of Russia, two countries, moreover~ 
where inconvertible paper currencies resist the .circulation of 
the precious metals. . 

As matters stand, the increase of money in England has 
far outstripped the increase of some of the most important 
commodities. And when one reflects that the money comes 



Price8 in Germany in 1872. 355 

from a new world of peace and liberty, in which production 
never flags, while the demand for it in Europe is limited by 
the policy of an old military world, and the supply of commo
dities by the law of an old feudal world, the prospect before 
those with whom money does not increase with house rent and 
the price of food seems the reverse of encouraging. _ 



XXII. 

PRICES IN ENGLAND IN 1873,· 

THE movement of prices in England is a less simple matter 
than the reasoning of some eminent economists indicates. The 
advance in the cost of living is considerably greater than 
appears from their caloulations, and the new gold is but one 
of the causes acting on prices. An attempt has been made to 
measure the effect of the gold by comparing the average prices 
of a number of important commodities during the period since 
the ~ew mines were discovered, with the average prices of 0. 

previous period. Mr. J evons, who adds rare mathematica.l 
powers to high economic attainments, has adopted this method; 
but, in inquiries of this kind, the truth is seldom reached until 
several methods have been tried, and probable truth only, not 
mathematical precision, i~ attainable. The method of averages 
fails in several ways. It does not show the real movement of 
prices or the real depreciation of money; the tables omit some 
of the chief elements of the oost of living; the prices compared 
are wholesale prices, while the purohasing power of an income 
depends on retail prices; and, by ascribing the whole rise of 
prices to the new gold, this method cOnceals the material fact 
that the gold is only one of a. plurality of causes lately tending 
to raise them. 

A comparison of the average prices of successive periods of 
years may be useful to indicate the total profit and loss on 
transactions in the periods compared, but is delusive as & 

criterion of the change in the value of -money. Suppose that 
in the first decade after the discovery of the ~ew mines prices 

• FortfligA111I.Retliew. JUDe I, 1873. 
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had rise~ twenty per cent., and in the second decade had fallen 
back to their old level, money at the end of the twenty years 
would be 01 the same value as at the beginning, yet the average 
prioes of the whole twenty years would show a depreciation of 
twenty-live per cent. Suppose, on the other hand, that prices 
had risen steadily during both deoades 80 as to range fifty per 
cent. higher at their close, the real fall in the purchasing 
power of money would be fifty per cent., yet an average would 
show a fa.ll only of twenty-five: that is to say, only half the 
real full Take, as 'exemplifying the second supposition, the 
movement of prices in the sixteenth century, after the discovery 
of the American mines. Prices rose continuously in Boms parts 
of Europe until money had BUnk to a third of its former value; 
here an average, including the lower prices of the earlier years 
of the movemflnt. would far under-estimate the real depreoiation. 
So in England now, if the cost of living to large classes be 
much greater tha.n during most of the years since the new gold 
mines were opened, the average prioes of the whole period 
afford no measure of the real diminution in the purchasing 
power of J4ed incomes. If house rent, the wages of servants, 
indoor and outdoor, animal food of all kinds, coal, washing, 
many articles of clothing, horses and horse-keep, cost now in 
the aggregate, by a succession of rises, one-half more than they 
did a generation ago, a householder would be a good deal out 
in his reckoning were he to measure the present and future 
purohasing power, sa.y of a thousand a-year, by the average 
prices of the past twenty-five years. The averages referred to, 
moreover, omit some of the chief items in the oost of living_ 
No acoount, for example, is taken of the great rise in house 
rent and wages in recent years, nor of the additional charges 
which retailers make to consumers, partly to cover higher 
wages, shop-rents, and other items in the cost of their own 
business. The recent prioes of many important articles, e. g. ' 
butchers' meat, have risen far more than prices in the wholesale 
market. The actual increase in the cost of living to large 
. classes, therefore, far exceeds the advance shown in .tables 
-which Mr. Jevons and the' Economist' have published. The 
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living of the poorest class (of women especially), who pay no 
wages, rarely eat animal food, and whose chief expenditure i. 
on bread, sugar, and tea, may, notwithstanding the rise of coal, 
cost no more than formerly; but, where the scale of expenditure 
ascends to servants, meat and butter every day, and a tolera.ble 
house, the change for the worse in the purchasing power of 
nxeuincomes makes itself more heavily felt than any sta.tistics 
show. 

Free trade oreated in this country a. demand for a largex: 
currency; but the chief cause which has' prevented a ruinous 
rise of prices in England is that other parts of the world have 
absorbed the bulk of the gold and silver sent into ciroulation. 
Take a single fact. In the twenty-two years, 1850-1871, 
inclusive, the imports of gold and silver into British India. 
amounted to £235,000,000; the amount exported was only 
£27,000,000, and the mints of the three Presidenoies coined 
upwards of £145,000,000. In that period, therefore, India 
alone absorbed £208,000,000's worth of gold and silver for 
currency and other purposes: that is to say, an equivalent to 
two-fifths of the addition made to the stock of the precious 
metals by the new gold mines in the twenty-two years. What 
probability is there tha.t the development of Indian trade will 
be such in the next twenty-two years as to absorb £208,000,000 
more r-- The question forms part of a. la.rger one. What chance 
is there that, for the future, the progress of the rest of the 
world in means of locomotion, production. and trade, will be 
such as to divert from England all but a small fraction of the 
new treasure the mines may yield P 

The international and local distribution ot the precious 
metals in the last twenty yearl! has followed, in the main, the 
path of the industrial and commercial development abroad. 
Steamers, railways, the rise of. manufactures, the growth of 

.trade-internal and external-have caused a. prodigious increase 
in the demand of foreign countries for money to carryon their 

.. Sir Richard Temple's able .financial statement for 187H ahowl that In 

1872-3 the inIIux of treasure had almoat ceased. The Mwta of Calcutta and 
Bombay were in a state of inaction. 
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inoreased business, and represent the rise in both the quantity 
and the market value of their produotions. The same ohange 
in the distribution of money has taken plaoe over a great part 
~f the world whioh took plaoe earlier in England itself. Places 
formerly remote, undeveloped, and baokward, ill-furnished 
with ~oth means of locomotion and money, have gained aooess 
by steam to the best markets, have advanoed in both industry 
and skill, have oeased to be poor and oheap, and have made 
vast additions to their'ourrenoies. But many of the foreign 
-channels which railways and oommeroe have oreated for the 
streams of new money are now full-some full to overflowing. 
Many parts of the Continent, which not long ago were noted 
for cheapness, are now as notorious for dearness jill and although 
a great part of Europe has yet to be opened up by railways, 
it were rash to assume that the progress made in the next twenty 
years will be equal to that of the last twenty. The west of 
Europe is already reticulated with railways; the east will 
hardly in two decades overtake the west, and during their 
i)onstruction new railways raise the prices of English iron and 
{loal, though when finished they find new outlets for money. 
An eminent authority points, indeed, to possible absorbents for 
much of the future gold in the resumption of payments in 
speoie 'by France a~d the United States on the one hand, and 
the gold ooinage of Germany on the other. The fact, however, 
which actually confronts us is, that Franoe, the European 
country which had hitherto absorbed most of the new gold, is 
now driving it from its currency; and that Germany is exchang
ing silver for gold-the silver will be liberated for oiroulation 
elsewhere-but wp.at we have to look to is, not the amount of 
gold only in the world, but the amount of gold, silver, and 
-credit together, remembering that a great rise of prices in 
England oan be brought about with a smalI_ importation of 

• See, as regaids Germany, the Essay, entitled' Prices in Germany,' in the 
present volume (.upr,., pp. 332-366). It is greatly to be desired that the eminent 
French economists who have dlscUBSed the elfects of the new gold mines, !II- Che
vaher, !II- Levasseur, and more recently Y. Victor Bonnet, would resume the 
.investigation in connexion with later changes of prices in France. 
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speoie. Suppose that English iron and coal, for example, sell 
fifty per cent. dearer in the foreign market by reason of the 
abundanoe of the precious metals abroad, they may sell as 
much dearer in the home market, mainly by an expa.nsion of 
the credit circulation; and other English productions will then 
rise in price. . 

.oJher causes, besides the abundance of the preoious metals,. 
have raised the cost of living in England. The method of 
averages assumes the new gold to be the sole cause of the rise in 
prices arrived at, on the ground that 'the average must, in all 
reasonable probability, represent some single inJluence acting 
on aU the commodities.' . Dut why not a plurality of influenoes po 
Mr. Jevons' own work on ooal proves the existence of one 
other cause besides the new gold. Mr. Tooke's 'History of 
Prices' supplies a still more deoisive example. The high range 
of prices from 1193 to 1815 was ascribed by many persons 
.exolusively to the over·issue of notes, and the consequent de
preciation of the currency. Mr. Tooke demonstrated that the
main causes of the rise lay in conditions afiecting commodities~ 
not money, and that the depreoiation of the OUlTency never 
exceeded 30 per oent., while corn~ to take one commodity,. 
stood at one time at 1778. the quarter. Mr. Newmaroh has 
done good service aocordingly, by insisting from the nrst on 
an investigation of the conditions of demand and supply affect
ing commodities, before coming to any oonclusion respecting 
the influence on prices of the increase of gold. By means 
of such an investigation onJ.y can we ascertain whether the 
causes of the rise of prices are per~anent or temporary, and 
what is more important; whether they are, as in the case of 
coal and animal food, to some extent within our control, or, 
like the fertility of the gold mines, altogether beyond it. It 
should, however, always be borne in mind., in speaking of 
demand and supply, that it is only in, the shape of money
demand that the new gold can ever come into circulation .. 
and that if there be independent conditions of supply and 
demand sufficient to cause a. rise of prices, a. great addition tG 
the quantity of money in circulation must magnify the rise in 
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proportion. But some reasoners go beyond this. They urge 
that since the demand which raises prices can be no other than a. 
money-demand, to trace a rise of prices to an increase of demand 
is simply to trace it to the new gold. A rise of some commodities, 
it has been added, would, but for the new gold mines, have
been compensated by a fall of others, since the total amount of 
money expended would otherwise not have increased. It is 
not so, however. The total expenditure of money will naturally 
advance with the increase of population, though no new sources 
of money be discovered, and prices may rise without any dis
(;overy of more fertile mines. Suppose the population of 
Englnnd to grow from twenty to thirty millions, English 
exports and money returns increasing nearly in the same 
ratio, and the average money-income of the population con
tinuing at, say, £10 per head. Though individual incomes 
will not rise on this supposition, yet the total money-i'ncome of 
the nation will increase with the population from £200,OOO,00() 
to £300,000,000. Suppose, then, that half the income of each 
individual, on the average, is spent on house-rent, animal food. 
leather, ooal, and Bome of its products, not an acre of land will 
have been added to the island, and house-rents may rise i meat, 
butter, milk, and Bome other products of land may grow 
considerably dearer; coal may have to be fetched from greater 
depths or poorer mines at high cost. There may thus be a 
considerable rise in the cost of living, and a corresponding 
fall in the purchasing-power of fixed incomes, as the conse
quence merely of the growth of population. Let new gold 
mines of extraordinary fertility come at the same time ium 
play-let money-incomes rise on the average from £10 to £15 
per head, and the rise of prices may beggar the classes whose 
incomes are stationary_ 

The actual situation of matters in England is, then, that 
a number of causes, of which the new gold is only one. 
have raised the cost of living. and that the cause which has 
hitherto diverted from England the ohief effects of the new 
gold mines can hardly be oounted on. One result with which 
\Ve may be threatened may be exemplified by the fact that th& 
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race of scholars in Germany is said to be in danger of dying 
out before the rise of prices and the diminished power of fixed 
incomes. We cannot, however, control the production of gold, 
we cannot hasten the development of foreign countries, and 
thus provide for its absorption. The more need, therefore, to 

. do what lies in our power at home to check the increasing 
cos~ _of chief staples of expenditure, such as coal and the pro
duce of land. Even Lord Derby tells us that the produce of 
land is only haJ1 what it should be; and the bearing of our 
land system on the matter is suffioiently illustrated by the 
statement in the last Agricultural Returns of Great Britain, 
that a decrease_ of 3,592,600 sheep; or 12 per cent. in the 
whole stock of sheep in Great Britain, took place between 
1868 and 1871, chiefly, if not entirely, through the want of 
irrigatio~ and grass. \ 

It is not in politioal eoopomy to tell how the cost of ex
tracting coal can be diminished, or how the enormous waste 
of fuel may be lessened. But it might at least be expected of 
economists not to foster extravagant prices by fiotions and 
fallacies. The equality of profits is a fiction under which 
producers and dealers are enabled to hide inordinate gains: 
at one time by keeping down wages, at another by charging 
exorbitant prices. The assumption that an omniscient compe
tition equalizes profits has done infinite mischief, both theoretical 
and practioal, by checking inquiry into the actual phenomena 
of trade, and the real distribution of wealth. The new gold 
itself is a. novel condition from whioh an eminent economist 
anticipates a disturbance of relative prices and profits for thirty 
or forty years. What sort of equality is that which is liable 
to disturbance for more than a generation by even one of the 
numberless changes which industrial progress and discovery 
(to say nothing of political events) are perpetually importing 
into the conditions of trade? IIi London alone seventy-four 
Dew trades appear in this year's Directory, and it may be 
affirmed that before they were added not a capitalist in London 
knew so much as the names of_ the trades already existing. 
How, then, can it be maintained that capitalists are 80 well 
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acquainted with the situation and prospeots of every occupation 
that their competition equalizes profits?" The truth IS, we are 
almost in total darkness respecting the profits of many long
established businesses, and this darkn~ss (which is often the 
oover of exorbitant prices) is due in great measure to an in
fluential school of economists who have taken away the key 
of knowledge-the investigation of facts-which Adam Smith 
and Mr. Mill had put into our hands. 



XXIII. 

THE MOVEMENTS 'OF AGRIOULTURAL WAGES IN 
. EUROPE.-

THE question presenting itself in the Eastern Counties is really 
no mere 1000.1 question or struggle, no mere trial of the right 
or power of English agricultural labourers to raise wages by 
combination, important and significant as is its assertion. It 
is a. particular phase of a. movement, or series of movements, 
general over Europe, arising everywhere mainly from similar 
causes, and exhibiting everywhere some similar phenomena, 
along with phenomena. due to special ca.uses in particular 
countries and localities. Farmers in the Ea.stern Counties no 
doubt imagine themselves in presence of an extraordinary 
difficulty. But there have been no combinations or strikes of 
agricultural labourers on the Oontinent, yet complaints of the 
rise of agricultural wages have been heard for years; it was 
one of the chief causes of the late French ElIqu~te A.gricole j 
a serious alarm on account of it is now felt in most parts of 
Germany (notwithstanding a. recent general fall in the price 
of labour), and in some parts of Belgium. A survey of the 
principal facts in se'veral representative. countries may aid us to 
estimate the nature and strength of the forces with which the 
farmers in the Eastern Counties have to contend, and to judge 
how far general and permanent, how far local and temporary, 
causes are at work. The chief reason, however, for the present 
investigation is, that it is not an agricultural labour question 
only which is finding its issue at home and abroad. but one 
connected with all the molilt important economic phenomena. 

• F"rtnigMlv Bn"etl!, June 1: 1874. 
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and problems of the age, with the course of industrial and 
commercial development in Europe, the amount and distribution 
of money and its representatives, the changes in prices, the 
movements of population, the new ideas and powers of the 
working classes, and the operation of land laws and systems of 
rural economy; tlwugh some of these great subjects can only 
be glanced at in the following pages. 

Two not unrelated phenomena in all the chief countries of 
Europe, are a remarkable rise in the money wages of agricultural 
labour in recent years, and prodigious diversities in the rates 
paid in different parts of each country. 

In Belgium, where farm wages had been rising for twenty 
years, they have lately sprung in some districts from 2fr. 50c. 
to 3 fro 50 C. and upwards. In France, M. de Lavergne estimated 
the general rise in the decade 1855-1865 at 20 per cent., but 
it was ~lUch greater in many places, and continued down to the 
war. Dr. Baur and Baron Von der Goltz put it at 60 per 
<lent. in the north of France in the last twenty-six years; and 
-one cannot doubt that the rise throughout the country would 
have been greater, and would be still going on, but for the late 
war, the drain of money which has followed it, and the uncertain 
state of political affairs. In Germany there are four different 
{llasses of agricultural labourers {Diens/leute, Gesinae, Eilllieger, 
and Hauslpr}, and a calculation of the rise in wages is much 
embarrassed by differences in the modes of payment. and 
payments in., kind. For .the present purpose we need concern 
ourselves only with the earnings measured in money of the two 
{llasses (called Einlieger and Hausler, the latter having cottages 
of their own, and the former being lodgers) who share the 
designations of Tagelolmer and fr~ie Arbeiter, day-labourers 
~nd free labourers. Baron Von der Goltz, Professor of Rural 
Economy in the University of Konigsberg, a writer of great 
practical experience, in the new edition of his work on the 
German agricultural labourer's question, measures in money the 
rise of the wages of the classes of labourers referred to at 100 
per cent. in the Rhine Province, and from 50 to 60 per cent. in 
the eastern province of Prussia, in the last ten to twenty 
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years.· A table of agricultural wages in the last number or 
the Journal of the Agricultural Society for Rhenish Prussia. 
puts the rise in one district at from 75 to 100 per cent. in th& 
last four years, in another district at 200 per cent. in the bst 
twenty years, and in a third at 200 per cent. in the last ten 
years.t At Tiibingen in Wiirtemberg, Dr. Gust!J.v Cohn tells 
m!Uhe rate was lB. 2d. a.-day in 1850-1855; lB. 4d. in 1860-
1865; lB. 81d. in 1866-1870; and is 28. 06d. in 1874. At 
Wissen, in the Rhine Province, on the border of W estphalia.~ 
Mr. Wynne, a:resident English engineer, states: 'Ten years ag() 
agricultural wages were lB. 21d. a-day, measured in money; 
about that time railway works commenced, and they rose very 
quickly. At present they are about 28. a.-day-a fall after the 
exaggerated rates of last year.' Mr. White, British Consul at 
Dantzig, one of the best informed and most intelligent English
men in Germany, although remarking (April 21) that 'the 
price of labour in Germany has quite lately entered into s. 
retrogressive stage,' measures the general rise in the price of 
agricultural labour at from 50 to 100 per cent. in the last 
twenty years, and speaks of great alarm on the part of farmers 
with respect to the future. The foregoing estimates are in 
accordance both with facts ascertained by myself in several 
visits to Germany, and with recent information from authorities 
so high as Professor Nasse of Bonn, ,member of the Prussian 
Parliament, Mr. W. T. Mulvany of Dusseldorf,:t and Herr 
Bueck, formerly secretary to an East Prussian Agricultural 
Sooiety, and now to an important society in Rhenish Prussia. 
It may be concluded from these authentio data that the rise of 
farm wages in some parts of Germany much exceeds the rise, 
acoording to Mr. Caird's estimate, in England.. 

A second European phenomenon is prodigious inequality 
in the prices of agricultural labour in different parts of each 

• IJi, landlicM .4.rhlit",jrag.. Zweite Auftage, 1874, p. 126. 
t Ze.(sclirijt riellanriw'relilCAajtli.clim 'Ylrrimjiir 1lluinpreusllm. MBi, 1874, 

p.168. 
t Formerly Poor La", Commissioner in Ireland, but for many yeaD! put the 

chief of great mining anel other industrial enterprises in the Ruhr llaain and the 
Rhine Province. 
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country. In England they varied at the end of 1873, according 
to Mr. Caird, from an average of 128. a-week in the southern 
to 188. a-week in the northern counties: these averages, how
ever, covering much greater local diversities. In 1870 they 
varied from 78. a-week in Dorsetshire to 228. in Yorkshire 
and Northumberland, and they still vary from 118. to 258. In 
Belgium the actual diversities are thus described in a letter 
from M. Emile de Laveleye: 'In the Campine the rate of agri
cultural wages is 1 fl'. 25 c. a-day in summer, and 1 fro in 
winter, without food or other addition. This rate extends to the 
environs of Hasselt and St. Trond, four leagues from Liege. 
In Flanders the rate is 1 fro 50 O. ; in the Ardenne it is 2 fro 50 C. 

In the coal and metallurgio basins of Liege, Charleroi, Mons, 
it is from 3 fro to 3 fro 50 O. ; and in a commune near Liege it is 
actually at this moment (May 1, 1874), 3 fro a-day, and the 
labourer's food into the bargain.' With respect to Holland, I 
possess no more recent statistics than those given in the docu
ments relating to foreign countries in the Report of the late 
French Enquete Agrico/e, where it is stated that the rate of 
wages vanes from 1 fro in so~e provinces to 2 fro in others. 
With regard to France, statistics exist in abundance. Dividing 
the country into six regions, M. qe Lavergne, in 1865, estimated 
the earnings of the French agrioultural labourer at 600 ir. 
a-year in the north-west and south-east, at 360 fl'. in the north
east, and only' at 300 fro in the west, south-west, and centre. 
These figures, being averages struck over many departments, 
included much wider variations. Aocording to the Enquete 
Decen"ale, published in 1868, wages were 3fr. 14e. a,day, with 
4 fro 35 O. in harvest, in the Department of the Seine; 1 fr.14 c., 
with 1 fro 68 O. in harvest, in the Cotes du Nord. In 1869 Mr. 
J. S. Mill informed me that the rate about A vignon, where he 
resided, was,3 fro a-day throughout the year. In the same 
year I found it as low as 1 fro a-day in more than one place in 
Brittany; and.Lord Brabazon's Report to the Foreign Office in 
1872- gives an average rate of 2 fro 50 O. in the Seine, 1 fro 13 O. 

• FowtAw Report., fe., .... p«t • .., tAB Condition at ,AB IruI ... trial ClauI, MId ,h. 
P ..... ·JHlU7" 0' Jl...., \II Ionip Co .... trl4.. 1872, pp. 43, 44. 
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in the COtes du Nord, and 1 fro 15 C. in the Morbihan. At 
present the tep.dency to a rise throughout France, which other. 
wise might show itself, is arrested by political uncertainty i but 
at four or five leagues from Paris, as the eminent economist, Y. 
Victor Bonnet, informs me, the rate is 3 fro 60 c. a-day j at from 
twenty to fifty leagues from Paris it varies from 2 fro 50 C. to 
2Jr-; and in some remote parts of the country without a railway 
it may perhaps be as low still as from 1 fro 25 c. to 1 fro 

In Germany the lowest rates of agricultural wages are 
found in the ilastern 'provinces of Silesia and Posen. In one 
district of Silesia they averaged, in 1873, only 8td. a-day in 
summer, and 7d. a-day in winter; while in a district of the 
Rhine Province they were from 28. 6d. to 48. 6d. a-day in 
summer, and from 28. 2-!d. to 3s. in winter, and by task-work 
the labourer in' this district earned from 28. 6r1. to 68. a-day, 
Rccording to the work ~nd the season. In the Rhine Province 
itself prodigious diversities are found, for examples of which 
see the table of wages already referred to' in the 'Zeitschrijt 
fies landICirtll8chaJtlichen Vereins fur RlIeillpl'cu88ffl' for Yay, 
1874. Even these instances fail to show the full extent of the 
inequality of the money earnings of an agricultural labourer's 
family in different parts of Germany. German women take 
an active part in farm work, and their wages vary from place 
to place, like the wages of their husbands and fathers. The 
number of working and earning days, again; is considerably 
greater in most parts of west Germany than in the north-east 
of the empire, although the length and severity of the winter 
in the latter region demands a. larger expenditure in fuel 8ml 
clothing. It is, too, much easier for the farm labourer in south. 
western than in north-eastern Germany to acquire a plot of lan(1 
of his own, and the milder climate and better markets of the 
former enable him to make a. larger addition to his wages by its 
produce than he could in the latter. 

The inquiry follows, What are the causes of the two pheno
mena described-which might be easily shown to present them
selves also in several other countries-the immense rille in the 
price of agrioulturallabour, and its prodigious local diversities P 
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The rise is supposed by many persons to be suffioiently 
aooounted for by emigration and migration to towns-two 
agencies of great importanoe, but by no. means adequate to' 
account for the phenomenon. Emigration, in the first place, 
<l8.nnot have <l8.used the rise in France or in Belgium, from 
neither of whioh has there been any emigration to speak of. 
From Germany the ~otal emigration has been considerable, but 
the natural increase of population has more than replaced it ; 
it has taken plaoe chiefly in the parts of the empire where 
wages have risen least, and· there has been but little emigration, 
if any, in recent years from the localities where wages are 
highest, and where they have risen most; in these localities 
immigration, in fact, not emigration, is the conspicuous move
ment. It is worthy of notioe, moreover, that the ohief emigra
tion has been from provinoes and districts where the population 
is thinnest, where large estates prevail, where little farms are 
fewest, and where the labourer despairs of getting a plot of 
land of his own.'" In England, again, emigration has not 
hitherto muoh diminished the number of agricultural labourers, 
probably not at all in the districts where agricultural wages are 
highest; and though indirectly emigration from Ireland has had 
an appreciable effect on English wages by diminishing Irish im
migration, the great reoent rise in money wages in the southern 
oounties certainly oannot be referred chiefly to that cause. 

The migration of agricultural labourers to towns and mining 
and manufacturing districts is a more potent agent, the economic 
and social significanoe of which in several aspects oan hardly 
be exaggerated. But it is demonstrable that it affords only a 
partial explanation of -the rise in the price of agrioultural 
labour. There has been no ()onsiderable migration from 
:Flanders, yet agricultural wages have risen. In Germany, 
the migration of the rural populati~n to Berlin and the chief 
industrial towns and districts in the west has been very great. 
But were that the sole cause. of the rise in agrioultural wages, 
how are we to aocount for the still greater rise of wages in 

II Von der Goltz, ])if lundlichl4.r6rilerjro9" pp. l14-121. 

2B 
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those very towns and manufacturing districts P In France, 
likewise, a great rise of town wages preceded, and, indeed, 
caused the migration of the rural population which continued 
down to the war. And in England, town, mining, and manu
facturing wages have, although the movement is very unequal, 
on the whole risen greatly along with the price of agricultural 
lal)our, instead of sustaining a faU, as the migration theory, 
taken alone, would import. How is it, moreover, that farmers 
have been enabled to pay so much higher prices for labour in 
all the countries referred to P Whence has come the additional 
money to pay them, and to raise at the same time the prices of 
commodities aU over Europe P The general rise in the money 
wages of agricultural labour must be connected with this general 
rise in the prices of commodities, and with the chief cause of the 
latter phenomenon, the immense augmentation and the more 
rapid circulation of money and its representatives since the 
new gold mines were discovered, and since railways and other 
inventions began' to spread over Europe. To exemplify the 
rise in the prices of articles coming more or less within the 
consumption of the German labourer, Mr. W. Wynne has 
furnished me with the following table of prices, in Silbergro
schen, at Wissen in the Rhine Province (5 Bilbergroschen = 
6d.) :-

CO_OD1l'IE8. I 1853. I 1863. I 1873-f. 

Butter, per lb., · 3}sgr. 4} Bgr. 13-14 sgr. 

Eggs, per dozen, · 2 
" 

3 
" 

9-10 
" Beef, per lb., . · 3 

" 41 " 7 " Veal, " .. · 1.-2 
" 

Not stated. 4- .'.i 
" Potatoes, per ewt. · 10 ,. - 25 
" Linen, per ell, • · . 21 .. - 46 .. 

Cloth, .. . · 30-35 
" - 60-70 

" Coffee, per lb., · . 6-6 .. - 10-12 
" 

.Ail an instance ot the rise of prices in north-east Germany, 
Herr Bueck states with respect to the district of Gumbinnen, 
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in the province of Prussia,-'the Regierungsbezirk Gumbinnen 
ilbtained its first railway in 1860, and the price of one pound 
of butter was then 4 to 5 Silbergrosohen, whereas at present 
it is 19 to 13 Silbergrosohen ; the price of beef, which was then 
2i to 3 Silbergrosohen, is now 6 Silbergroschen.' But al. 
though the rise in the prices of commodities, as well as in 
money wages, at home and abroad, and in both country and 
town, proves that one general agency is the increase and the 
greater activity of money and its representatives, the explanation 
thus afforded is by no means adequate to account for the move· 
ments of agrioultural wages. The highest German authorities, 
8cielltifio and practical, Professors Nasse and Von der Goltz, 
Mr. Mulvany, and Mr. Consul White, are agreed that the rise 
in money wages in Germany exceeda the rise in the price of 
the artioles of the labourer's consumption.- The ohanges in 
wages, again, from year to year, and from decade to decade, do 
not correspond with the changes in prices. Not only has the 
Jlrice of rye, for example, whioh is the ohief food of the German 
farm labourer, not risen in proportion to wages, but in the 
decade 1861-71 rye and all other cereals were cheaper than in 
1851-61; yet money wages oontinually rOBe. Nor do the local 
variations of wages in Germany, or any other country, follow 
or correspond with the variations in the prices of commodities. 
Food and clothing are not dearer in the coal basin of the Meuse 
than in Flanders, yet agrioultural labour is twice as well paid; 
and food is rather oheaper in the Ardenne than in Flanders, 
yet the farm labourer is paid about 75 per oent. more for 
inferior work. It is, in fact, impossible to get to the root of 
the rise in wages, withont entering into the causes of the other 
striking phenomenon-their great looal diversities . 

• Professor N _ says: • That the economic condition of the agricultural 
labourer ha.a improved here, and that the rise of W&ges ha.a surpassed the rise 
of prioee of the necesaariee of life, admit of no doubt. The condition of the 
labourers who, 88 here ie often the 888~ have a little property in land, ha.a 
eopeci.s1ly improved! From another part of the Rhine Province Mr. W. 
Wynne writes: I The rise ie to a considerable extent a real one, 88 the labourer 
now lives better, and clothes himself better, takes more holidays, gets oftener 
dl1lDk, &c.' 

2D2 
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The oauses of this second phenomenon are both general and 
local; some common to all countries in Europe, some peculiar 
to :particular countries, some to particular regions or districts. 
The most general causes are, first, the unequal natural advan. 
tages of different regions and localities for manufacture or trade; 
secondly, their unequal development; especially by means ot 
locamotion, and, above all, railways. Capital, money and its 
representatives, and the demand for labour, have increased most 
where the means of production and the means of communication 
with the best mai-kets have improved most, where coal, iron, and 
mechanical power have multiplied the produce of the human 
hand, and where railways and other modes of communication 
have made most rapid progress. Broad exemplifications of the
influence of these two sets of conditions (which are closely 
related, for superior natural advantages attract tho means of 
development) are to be seen on every side at home and abroad. 
Many years ago, Mr. Caird pointed out that a line • following 
the line of coal' divided England into two regions of high and 
low agricultural wages, and his recent statistics show that the 
same line of division still exists:-

, Average weekly wages in England: 

Northern counties 
Southern counties 

1850. 

lh.6t1. 
88.6t1. 

1873. 

188.0d. 
121.0d.'· 

In Belgium a similar line diviues a region without mineral 
wealth, including Flanders and the Cam pine, from one rich in 
coal, iron, and manufactures, where wages range from 100 to. 
300 per cent. above the rates in the former region. In Germany, 
the country above all others in which the study of the subject 
abounds in interest and instruction, the line between high and 
low agricultural wages drawn by Von der Goltz is one between 
northern and southern Germany;t the former being the region 

• Letter of Mr. Caird, Xi_B, Jan. 3, 1874. 
t In North Germany Von der Goltll includes the provinces of PruMia, Pome

nnia, POllen, Sileaia, Brandenburg, Mecklenburg, Bleswig-lIobtein, Bl'\IlI.IIwick, 
Oldenburg, lIanover,together with the northernmost parts of the Rhine Provinca 
and of Westpbalill; the remainder of the present Gernum empire forming South 
Germany, acoording to thi.s diriaion. 
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~f low, and the latter of high agricultural wages. The rates of 
wages certainly justify this division, but they vary greatly from 
-east to west in the north-from Is. 8d. a-day in MecJdenburg 
to 8a. a-day in parts of Silesia. and Posen-and a. much more 
marked and characteristic division lies between north-eastern 
-and south-western Germany. From Dresden westward wages 
range higher than eastward, but the main region of high farm
wagos is from the neighbourhood of Frankfort-on-the-Maine to 
the Ruhr Basin, thence to DUsseldorf and Aachen, and south
ward through Rhineland to :Baden.- In this region of high 
wages itself there are immense inequalities, but some of them 
form no exception to the principle of the division, others fall 
under another principle, likewise connected with natural advan
tages, which will be presently indicated. Speaking generally, 
the south-western region, whose boundary has just been roughly 
marked out, is the main region of German industrial and com
mercial enterprise, communication by steam, general activity, 
intelligence, and wealth. Vicinity to the chief countries and 
markets of western Europe, numerous'lines of railway, a. river 
(Jrowded with steamers, coal, iron, and their products, cause 8. 

greater abundance and more rapid circulation of currency, a. 
greater demand and competition for labour of all kinds, and 
a generally higher price for agricultural as well as town or 
meohanical labour, than is to be found in the north-east of the 
-empire, whioh lies remote from the traffio, civilization, and pro
gress of the western world, is much less completely provided 
with railways, and is in a. more primitive condition as regards 
o(lustoms, ideas, and industrial life. t Take as an example of the 

• Mr. Consul White, who has an extraordinary knowledge of the industrial 
eoonomyof Germany, remarks on this view, as to which I lately consulted him: 
• What YOIl eay of the south-west is, I think, on reflection the correct represen
tation, and I quite agree in your delimitation. An English employer of labour, 
'Who bae travelled over those parte quite lately, told me that at Numberg he found 
wages a trifle higher than at Dantzig, but from thence he fOllnd them highest at 
Frankfort-on-the-Maine, the Ruhr Basin, and Cologne. ThIS tallies also with 
'your viewe in the essay on .. Prices in Germany" 1D the Fortnightly lle'lIIJw. 
November, 1872.' 

t Low rail way freights for raw material have been one cause of the industrial 
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influence of this diversity in the economio conditions of the tW() 
regio;tls, the rates of agricultural wages in the districts of DUssel • 

. don on !he Rhine, on the one hand, and Gumbinnen, in the
province of Prussia, on the other hand, where the soil is good. 
but no manufactures or trade on a large scale exist :-

-- I DUSSBLDOIL1'. I G lIJ11BIKlf IDf. 

B. tl. ,. tl. 8. tl. .. tl. 
Summer wages, per diem, Men, • · 2 6 to , 0 1 0 tol IIi 

" .. " 
WOmen, · 1 6 " 2 0 0 6 .. 0 !Ii 

Winter .. .. Men,. 1 6 .. 2 0 0 71" 1 0 

" n .. Women, · 1 o " 1 6 0 'I .. 0 6 

The·same prinoiple shows itself in local inequalities within each. 
of the two great regions. The price of farm labour is much 
higher close to Berlin than throughout the greater part or 
Brandenburg, and considerably higher about Dantzig than in 
most rural districts of the provinoe of Prussia. It is, in like 
manner, 75 per oent. higher in the Ruhr Basin, and near towns 
like Cologne, than in purely agricultural districts of Westphalia. 
and the Rhine Province. One remarkable exoeption to the 
general principle (whioh, however, Beems less real than apparent) 
is, that Silasia, the eastern province in which there is most 
manufacture and trade, and which possesses considerable
mines, is also the province.in which the price of farm. labour
is lowest. Mr. Consul White, remarking that 'it has always 
astonished him. that Silesia, an industrial centre, has the lowest 
agricultural wages of all Germany,' adds, that he is told the cause 
lies in the cheap and thrifty modes of living of the peasantry ~ 
and suggests that the proximity of Poland and of Austria may 
also partly account for it in Upper Silesia.. Von der Goltz. 
also refers the low scale of Silesian wages partly .to the low 
standard of expenditure of the inhabitants, partly to the rela.
tively dense population. If, in addition to these conditions, we-

progress, wealth, and high wages of western Germany. Should the attempt to
raise them which is now being made be carried out, it is the opinion of hig~ 
authorit:es that a serious decline in the rate of induatrial progresa will eusU8. 
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reflect that this immense province is for the most part untraversed 
Ly railways, is contiguous to a vast region backw!U'd in that as 
in other respects, lies remote both from maritime ports and 
from western markets, we may fairly consider the exoeption 
only a partial one j though it proves that there are economio 
conditions which no single generaliz&tion will cover, and the 
roots of which may reach far down in past history. • Every 
province,' says the illustrious rural economist, M. de Lavergne, 
of his own country, • has its history, which has powerfully 
acted on its econo~o development j'. and the observation is yet 
truer of Germany than of France. 

But another potent cause of inequalities in agricultural wages 
alike in Germany and in many other countries, lies in local 
diversities of climate and soil-a cause which the more merits 
attention that its operation is diametrically contrary to an old 
economio doctrine. It is where the work of cultivation has least 
variety and interest, where life has few charms, where winter is 
longest and 'coldest, where the wage-earning days are fewest, 
where the labourer finds it hardest to supplement his earnings 
by the produce of a little farm of his own, that the price of 
agricultural labour per diem is lowest in Germany, and Von der 
Goltz is certainly right in treating the climate as one oause of 
the low rate of wages in the north~east; though the chief cause 
seems, as oertainly, the one previously pointed out, on which he 
does not dwell. In the soutb~weBtern region itself we find this 
second class of natural causes in active operation, wages being 
usually muoh lower in barren mountainous districts than in those 
warm, fruitful valleys and plains which enable both the farmer 
and the laboUrer with a plot of ground of his own to rear close 
to excellent markets a variety of rich plants, tobacco, chicory, 
garden vegetables, hemp, which will not grow in less generous 
zones. After citing a number of local rates of agricultural 
wages in Wiirtemberg, Von der Goltz adds :-' From these data. 
it follows that'the rates in Wiirtemberg vary materially. In 
the least favourably situated distriots they average from 47 to 
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49 kreuzers a-day; in those most favourably situated they rise to 
78..,80 kreuzers. This fact meets one in all parts of middle and 
south Germany, in which climate and cultivation exhibit such 
diversities.' It is a fact to which an analogy may be found iu 
these is1P.nds, in which wages and profit, as well as rent, cceter~ 
paribus, usually, are higl;J.p.r 'on exoeptionally good land, all 
three, and not rent only, falling on barren and mountainous 
soils, whatever economic theories may suppose.- The great 
inequalities of wages hence arising in Germany are, no dou.bt, 
partially compensated by the descent of the mountain labourer 
into the plains and valleys at harvest and other seasons, when 
there is au unusual supply of work; but throughout the rest of 
the year his earnings are smaller, while his wante are greater, on 
account of the cold, than those of the inhabitants of the lower 
districts. Baron Von der Goltz-almost the only economic 
defect of whose book is its tendency to sweep averages, the 
besetting sin of both statisticians and economists-seems much 
to overrate the oompensatory influence of this periodical mi
gration. The Irish labourer used, in like manner, to migrate 
to England for the harvest, but that did not raise his earnings 
to the English level; it only enabled him to exist for the rest I 

of the year on Irish wages. Assuredly in Germany money 
wages have by no means followed the equitable prinoiples of 
whioh economists, in their thirst after generalization rather than 
truth, and under the influenoe of eighteenth oentury notions of 
naturalla'\Vs of equality and ,uniformity, have drea.mt. It is 
where the skies are brightest, the air most genial, the work of 
husbandry pleasantest, life in every way most agreeable, that 
the price of farm labour is highest. It is here, too, that the 
labourer finds it easiest to get a property of his own, and that 
its produce is richest. 'The farther,' says Von der Goltz, , we 
proceed from north and east to south and west, the more 
numerous is the class of landowning agriculturallabonrers, And 
the better is the (londition of those who are so.' The fluotuations 
in the price of labour are no doubt greater in the industrial 

• In the United Kingdom itself wages, profit, and rent are all three commonly 
highest, t:.etlria ptlribu., where the land ia beIIl. 
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districts of the south-west than in north-east Germany, partly 
for a reason not referred to by Von der Goltz, but mentioned to 
me by Professor Nasse, that where small farming predominates, 
there is a less regular supply of labour in the market; and 
rart1y, I am disposed to think, because both demand and supply 
are here affected by the fluotuations in manufaoture and trade. 
But it is beyond all question that the permanent influenoe of 
the causes which produce these variations has been favourable 
to the agrioulturallabourer, and that, notwithstanding them, his 
condition has been a continuously improving one. The remark 
which Consul White makes with respeot to tbe farm labourer 
throughout Germany, is espeoially applicable to him in Rhine
land and the Ruhr Basin: 'Improved civilization has produoed 
greater demands ahd requirements in this class;, all authorities 
agree that they live, on the whole, better than they used to, and 
insist on getting better paid.' 

In France, as in Germany, the chief causes of high agrioul
tural wages are proximity to great industrial centres or easy 
communication with great markets, but we find also looal causes 
-of diversity, such as differences of climate or soil. The high 
wages about A vignon, for example, are attJ.:ibutable partly to 
the high prices produoed by markets, suoh as Lyons and 
Marseilles, partly to the rioh returns which the climate affords 
to cultivation, and partly to the skill of the cultivators. Writing 
in 1869 respecting the rise of wages there, above the rate ten 
-years before, Mr. Mill said :-' All prices have risen at Avignon 
(whi~ was already ten years' ago a remarkably dear place), 
~wing to the causes whioh made it then dear. There is a. rapid 
sale for all agricultural produoe in Paris, Lyons, and Marseilles; 
consequently all the prices in the market are high. . . • The 
cultivation round Avignon is carried to a high degree of 
perfection, and seems to have been 80 £01. centuries. The 
system of irrigation is elaborate, ploughing deep, the clearing 
<if ~e land from weeds very perfect, fallows unknown except 
in the poor mountain soil, and the whole country is covered 
with trees ot Bome sort, under which there is cultivation. I have 
heen told that, owing to the peouliar advantages of irrigation, 
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climate, and position between large towns, with easy railway 
and river communication, there is a. constantly increasing ten
dency towards the cultivation of early fruit and vegetables. 
Already the exportation of these is very considerable, and it seems 
as though this cultivation must be favourable to small properties! 

In Normandy the rate of wages is as two to one compared 
with.. 1he rate throughout So great part o! Brittany; and there 
are several reasons for the difference. Normandy is much 
nearer to the marke~ of Paris; it has great manufacturing 
towns, and Brittany none; its soil is much more fertile, and the 
Norman population does not multiply like the Breton. Agri. 

\ cultlUal wages have greatly risen throughout France in the last' 
) twenty years, through the increase of French production and 

trade, the increased quantity and activity of money, railways, 
the demand for labour in the chief towns, the consequent 
migration of the rural population to the towns, their disincli
nation for large families, and the absorption of the peasantry 
(several millions of whom own small properties) in the cultivation 
of land of their own. But the local force of each of these
causes varies, and the prices of agricultural labour are con
sequently very unequal. 

In Belgium, again, although the principal cause (as in 
every progressive country in Europe) of diversity in the local 
rates of agricultural wages is the presence or absence of mines, 
manufactures, or commerce on a great scale, other causes are 
at work. Thus the low rate in Flanders and the Campine is 
due partly to the natural poverty of the soil; and the chief 
cause of the relatively high rate ,in the Ardenne, where the
farm labourer earns twice as much as in Flanders (although his 
work is inferior, and the region has no manufactures or foreign, 
commerce), is that there are 270 Flemings and only 100 
Ardennois to the ~me number of hectares. 

Thus there are various causes in each country for great 
local diversities of agricultural wages, but the most powerful 
and the most general cause is the unequal distribution ot 
advantages for manufactures and commerce, and of good 
markets; and we can easily trace a close connexion between 
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the great general rise in the price of agricultural labour in 
Europe in recent years, especially in part of west Germany and 
Belgium, and the great local inequalities in its price in each 
country. The currency of all Europe has been vastly augmented 
by new mines and instruments of credit; the rapidity also of 
the circulation of money has multiplied, and the prices of all 
things, labour included,. whioh have not increased in proportion. 
hav<, by consequenCE! risen. Seoondly, money has increased 
most, and the price of labour has risen most, in the districts 
whose money-getting powers have incrEl&Sed most through in
dustrial development and rapid communioation with the best 
markets. Thirdly, our continental neighbours have acqull:.ed in 
recent years those new arms of industry and commeroo--iron, 
coal, the steam-engine, steam locomotion-which England 
possessed a generation earlier; prices consequently have risen 
in many parts of the Continent tq the English scale from a 
much lower level; the demand and oompetition for labour, and 
the sums offered for its assistanoe, have increased abroad in 
proportion, and the French, German, and Belgian agricilltural 
labourer has shared with the town workman iIi the new streams 
of money. An eco~omist of merited parliamentary fame, lately 
spoke of machinery as one cause which has prevented a ri,se of 
wages in recent years in some trades in England;'" and 
doubtless it sometimes has that effect, by superseding labour. 
Nevertheless the main cause of the comparatively high rate of 
wages throughout western Europej and the main cause of high 
local rates of agricultural wages in each of its oountries, is, in one 
word, machinery, or the steam-engine, creating new industries 
and immense accumulations of capital, finding Bwift Bale for their 
produce in markets where gold and its representatives abound, 
and augmenting the price of all kinds of labour in the vicinity. 

The real movements of agricultural wages.throughout Europe 
will be Been to be in striking contradiction to generalizations, 
luch as the tendency of wages to equality, which have passed 
with a certain school of English economists for economic laws -: 

-Mr. Fawcett, M.P., in an article in the Fortnightlll Blflw; also in his 
HatI .... ' oj Polst_l Bconomll (aU. eel.), pp. 137-9. 
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generalizations not without a. measure of truth as indicating one 
of several forces, but mistaken by that school for the actual 
resultant of all the forces: generalizations, one may add, which 
were once useful and meritorious as first attempts to discover 
causes and sequence among economic phenomena, but which 
have long ceased to afford either light or fruit, and become part 
of-the solemn humbug of 'economic orthodoxy.' During the 
last two generations, while some distinguished economists were 
asserting, not merely a tendency towards it, _but an actual , 
equalization of wages, the real tendency in all countries making 
progress was towards inequality-a. tendency which, in fact, 
already showed itself in a marked manner a century ago, 
with the advance of commerce and manufactures, in both Great 
Britain and Frimce, as statistics collected by Adam Smith and 
Arthur Young prove. The 'law' which economists ought to 
have laid down for the age from those two great writers' days 
to our own, was the law of great inequality in the local demand 
for labour, by reason of great inequalities in the advantages, 
development, and money-making powers of different localities. 
But the consequent inequalities in the prices of agricultural 
labour in England, it is important to notice, were formerly 
compensated for in a good measure by corresponding inequalities 
in the prices of commodities: food was cheap where wages were 
low, food dear where wages were high. Prices rose around the 
great centres of mining, manufacture, and trade to a seale 
greatly above that prevailing in purely agricultural districts, 
just as they -have risen in the industrial districts of West 
Germany above the scale in Pomerania, Bilesia, and Posen. A 
new inequality in agricultural wages in England took place with 
the equalization of the prices of food by railways and roads. 
In not a few parishes in the southem counties money wages 
remained almost stationary, at 78. to 88., from 1770 to 1870, _ 
while meat rose in the interval from 2d., and in some places 
aotuallyonly a ltd. It, pound, to nearly the same price, say lOci., 
as in Yorkshire and Northumberland, and milk and butter in 
proportion. When Mr. If'Oulloch was laying down in succes
sive editions of Adam Smith's treatise, that canals, roads, rail-
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ways, &0., had 'Drought the prices of all sorts of produoe and 
the wages of labour in different distriots much nearer to a 
common level than at the period of the publication of the 
"Wealth of Nations," , he was right enough about the prices of 
produce, but so wrong about wages that they varied in England. 
at the time of his last edition, from 98. to 228., not unfrequently 
with .. cottage and garden in the latter case, and without either 
in the former. Moreover, on the rise in the prioes of food in the
southern counties, brought about by their equalization through 
the kingdom, supervened a suooession of further rises oaused by 
the general increase of population, the increased wages and 
oonsumption in the manufacturing distriots, and the inorease of 
both the metallio and the oredit circulation of the country. The 
reoent rise of money wages in the southern oounties had in fact 
been preoeded by a fourfold fall in real wages measured in the 
price of animal food, and a great fall measured in cottage rents. 
The rise, therefore, during the last three or four years in the 
wages of the southern farm labourer-though in some oases 
from 78. and 8a. to 128. and 138.-is, oompared with his real 
wages a. century ago, almost a nominal one only. 

Another inequality whioh the applioation of steam to manu
factures and locomotion brought about was a differenoe between 
the wages of mechanical and agrioultural labour (unless in the
manufa.cturing districts) out of all proportion to any differences 
in the severity of the employment and the skill and knowledge
required. A.dam Smith thought the ploughman in his time 
beyond oomparison supelior in skill, judgment, and discretion 
to the town workman or meohanio, and he oertainly is not now 
inferior in the proportion of his pay. In.so far as he is ignorant 
and ineffioient, it is the effect, not the cause, of his low wages; 
and the groundlessness of a recent suggestion that the lower 
wages of the southern oounties are attributable to an inferiority 
ot raoe, is proved by the fact, which might have been learned 
from Mr. Caird, that a hundred years ago wages were higher in 
the southern than in the northern counties, in the proportion of 
7 •• 6<1. to 68. 9d. a-week. The truth is, that .the sources of wages. 
are unequally distributed by nature, but a more equal locaf 
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development and a more equal distribution of labour might long 
ago have been brought about, had economists, in place of 
assuming equality, examined the facts, and ascertained the 
actual inequalities and their causes. 

It remains briefly to indicate some of the conclusions to 
which the foregoing review of facts, and the present conditions 
Q.tthe situation, seem to point. A rise in the money wages of 
agricultural labour is a general European phenomenon, showing 
~he operatiQn of general causes. It is everywhere in part 
merely a nominal PBe, but especially so in the southern counties 
of England, where a great fall in real wages, by reason of a 
continuous rise in prices, preceded it. In all countries in 
Europe there are great inequalities in money wages, but in most 
of them, Germany in particular, those inequalities are partially 
compensated by local differenoes in the prioes of food, so that no 
suoh real inequalities in real wages exist there as in England; 
nor is it possible that such inequalities can continue here, now 
that the economio nctions' whioh concealed them and their 
causes have been exposed. The future rate of money wages is 
indeed' everywhere partly a question relating to the fertility of 
the gold mines and the abundance of money; but whatever may 
be the amount of money in circulation, it may be 'predicted that 
its distribution will be such as to secure a larger share than 
heretofore to the agricu1turallabourer ~ the southern counties 
of England. Temporary and local causes have lately checked 
the rise of agrioultural wages in some countries, but all the 
permanent and general conditions tend to maintain it, especially 
in the lower levels. The recent decline in Germany is, in fact, 
a mark of the increasing influence of manufactures and trade on 
the price of agricultural labour, and of the disappearance of 
customary and stationary rates of agricultural wages, and of' 
the excessive disproportion between them and the rates in other 
employments.· Everywhere in Europe farm labourers are 

• Sinc~ this Essay was written, nearly five years ago, the diminished aetivity 
()f manufactures and trade in Germany has been attended with a further decline ia 
agricultural wages, which are not much higher in many placea now than in J867. 
Formerly the movements or trade did not alfect GermaJl agricultural wage .. 
[January, 1879.] 
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breaking the bonds of tradition and habit, everywhere acquiring 
new powers; in England they have, moreover, gained those 
potent forces of union which have long been the monopoly of 
town workmen, and farmers in the depth of the country are 
beginning to feel at once the effects of the competition of distant 
employers in towns and in the New World, and of the combina.
tion of their own labourers on the spot. When one considers 
the number and strength of the causes tending to the elevation 
()f the agricultural labourer, and the breadth of the area over 
which they are operating, one can hardly err in affirming the 
ultimate futility of a local effort to put a stop to a movement 
which, on the one hand, has what may be called universal and 
permanent forces on its side, and, on the other hand, is fortified 
by special local conditions. The dark part of the prospect is, 
that England, in the outcome, may lose the chief part of its 
rural population, for it seems too plain that nothing will awaken 
its legislature or its landowners in time to the importance of 
making it the well-grounded hope of the industrioU8 and thrifty 
farm labourer to acquire a. little farm of his own. 



XXIV. 

~ INCIDENCE OF IMPERIAL AND LOCAL TAXATION 

-ON THE WORKING CLASSES.* 

THE working classes comprehend in this article all grades ot 
working people, skilled and unskilled, in both town and country ~ 
domestio servants, and also that numerous body of small dealers 
whose earnjngs are derived more from their labour than from 
their little sto~k-in-trade. It is not very important whether 
foremen are included or not, but they are so here as receiving 
wages. To measure the burden imposed on this vast section or 
~ociety by ~oth imperial aud local taxation is a. problem of much 
~omplexity and difficulty, admitting of no exact solution, but 
the grounds for a rati~>Dal judgment may be found. Two ques
tions are involved: How much do the working classes contribut& 
to the revenue of the State? and, How much do they actually 
lose by the system of taxation? The first may possibly be 
answered with some approximation to accuracy; but the second 
is really the principal inquiry, and it is one as impossible ~ 
answer in arithmetical te~s, as it would have been to estimat& 
in precise figures the pecuniary 10BB inflicted on the working 
classes by the corn duties. The theoretical canons commonly 
applied to determine the incidence of taxes afford but moderat& 
assistance, and are often misleading. They furnish us amply 
with inferences Irom ideal' average' or C natural' rates of wages. 
and profit, respecting the 'tendencies' of taxes in 'the long run ~ 
and' in the absence of disturbing causes.' But taxes are paid 
immediately under the real conditions of lile, and out of the 
actual wages and profits or other funds of individuals, not out 
of hypotheses or abstractions in the minds of economists. The 

• Forl",gAllv JlwNw, February 1st, 1874. 
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working classes have had espeoial reason to complain of the 
acceptance of such abstractions as realities, and of inferences 
from them as rules of practical finance. The doctrine of the 
equality of wages has done much to perp.etuate the low wages of 
agricultural labour in the southern counties, that of the equality 
of profits has injured the labouring classes generally, alike as 
recipients of wages, as consumers, and as taxpayers; and the 
doctrine of IL ' natural' rILte of wages was the chief cause of the 
passing of the Corn Laws, the least mischief of wbich to the classes 
who live by labour was the rise in the price of bread. It was 
inferred that the labourer's pay must rise with the price of his 
food, and that taxes on wages are really taxes on profits,· and 
accordingly members of Parliament, on both sides of the House, 
disoussed the duty on oorn under the oonviotion that it oould 
not fall on the labourer.t Mr. Rioardo himself opposed the 
duty in Parliament. simply on the ground that it would lower 
the profits of capitalists. In place of raising wages, it really 
lowered them, in a manner highly important to remember in an 
inquiry into the effeots of existing taxation. 'Take the great 
ohange in the Corn Laws.' said Mr. GladStone, in a oelebrated 
Budget ~peech. • You have oreated a. trade in oorn; by that 
trade you have created a corresponding demand for the com
modities of which they (the working olasses) are the producers, 
their labour being an essential element in their production, and 
it is the enhanced prioe their labour brings, even more than the 
cheaper price of commodities, that fonns the main benefit they 
reoeive.' One of the ohief causes of the impossibility of ascer
taining with exaotness the amount of the burden of existing 
taxation on the olasses in question, is that the effect on wages 
must be taken into acoount. But, although I cannot pretend 
to furnish an a;curate estimate, I think the following investi
gation, brief as it necessarily is, will be found to establish at 
least: (1.) That the real burden imposed on the working classes 
by the present system of taxation, imperial and local, is inoal-

• Ricardo'l Prir.oiple. oj Poltlical Economy g"d TAzahoOl, chap. xvi. 
t See, 011 this point, the BJH""" of Mr. Cobden (popular edition), 11. 9. 
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culably greater than is generally supposed. (2.) That ta.xes 
which admittedly fall on them seriously affect them in various 
ways besides those ordinarily taken acooUJlt of. (3.) That they 
a.re oontributors to 8r number of taxes generally believed not to 
touch them at all . 

. ' Take, first, imperial taxation. Of the grievous inequality of 
~he contribution levied from the working classes by the customs 
and excise duties, which produced nearly forty-seven millions of 
the sixty-five and a.-hall millions raised by imperial taxation in 
the last financial year (exclusive of the revenue from the post
office, telegraphs, crown lands, and miscellaneous receipts), there 
can be no question. The duty, for instance, on all qualities of 
tea is the same; the duty on a pound ot the finest cigars is little 
heavier than on a pound of coromon unmanufactured tobacco; 
the duties on beer. spirits, and wine, make no distinction bo
tween rich and poor. It is, indeed, sometimes a.sserted that the 
wealthier classes pay, in addition to their own, their servants' 
taxes on tea, sugar,· and beer; but the very language in which 
one well-known writer defends this assumption, affords proof 
of its error: 'A gamekeeper,' says Mr. Dudley Baxter, 'is 
employed by a cOuntry gentleman at weekly wages, but lives in 
his own cottage, and pays hi:'! own taxes on beer and sugar. If 
the taxes are ~aken off, he reaps the benefit, and is therefore the 
true taxpayer. But a. house-servant, if his provisions are paid 
for him, would not receive any benefit, so that his master is the 
taxpayer.'t Were the taxes referred to removed, the result 
would be that outdoor ~ervants would have more money to spend, 
whilQ indoor servants in the very same establishments would 
have no more than before, unless their wages were raised, as 
they could be, in proportion to the reduced cost of their board, 
without any loss to their masters. It is, indeed, a mere fiction 
that competition equalizes wages in all occupations and all over 
the kingdom; but such an inequality as the foregoing obvioruJ,r 
could not continue. It is not, however, by the cost to them aa 

• The duty on sugar DaS been abolished silica the first publication al au. "BAay. 
t Tn.. Ta.:r"tiolt of tI" United Kingdom, p. 48. 
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-consumers, even adding the charges for the advance of the duties 
by the produoers and dealers, that the sums of which customs 
~nd exoise duties deprive the working classes call be measured. 
Not to mention that the forty to fifty millions advaneed would 
()therwise be productively employed, yielding wages as well 
as profit on each turn of the capital, the system by which 
they are raised is a network of obstruetions and restrictions to 
trade, produotion, and the employment o£labour. For evidence 
in detail of the mass of impediments whioh customs an'd excise 
regulations oppose to the growth of oommerce, manufactures, 
agriculture, capital, and wages, I must refer to a former Essay.· 
But I may instance one faot not particularized there. Conser
vatives and Liberals are now agreed that protective and dis
-criminative duties impede the development of our resouroes, and 
diminish the demand for labour. Yet we still maintain four 
proteoti ve and discriminative duties-on sugar, spirits, wines, and 
tobacoo. The sugar duties are framed for the protection' of 
the British refiners, and the protection afforded appears to be 
disastrous, even to many of them. t The duty on foreign spirits 
protects the British against the German distiller, in ordinary 
'years. The wine duties place all wine-producing countries 
other than France, and our trade with them, under a heavy 
disadvantage. The licensed British cigar-maker pays little more 
than the importer of raw tobacco, and the duty becomes virtuiilly 
protective. These four duties, aooordingly, by obstructing the 
natural course of commerce and industry, diminish the earnings 
()f the working classes, besides taxing them on their expenditure_ 
Just 88 the duty on foreign com was a. tax not only on the 

• Financial Reiol'1ll. Cubden Club EaslIYs, 2nd Series, 1871-2-
t • Smce 1840 they had had no less than twenty-seven changes in the sugar 

lluti •• , and since 1863 they had had four or five conventions with Foreign Powers 
for the purpose of protecting the refining trade, and also the re\"enue. The re
sult had been th.ll, that while there were twenty·three sugar refiners existing 
in London In 186~. only three or four were left in existence now .• He had the 
curiosity to asoertain what proportion of foreIgn sugar and English sugar WaS 

sold in this town (Bre.dford). He went to one of the leading grocers and asked 
hun the question, and lV88 astonished to hear that he <hd not sell a single ounce 
()f EnglUh made sugar, Bnd that he found it more profitable to buy it from 
.France.· -8fM#cll oj Mr. Jacob ]Jell,.". lit ]Jrllflj""d, N ovembl\l 26. 
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bread, but also on the wages of working classes, so the suga.r 
duties mulct them, not only as buyers of sugar, but also as sellers 
of labour; and the duties on wine, spirits, and tobacco are taxea 
on the wages of men and women who never drink a glass of 
strong liquor, or smoke a pipe in the year. It may, on account 
of t~ difficulty of levying the imperial revenue by direct taxa
tion, be absolutely necessary; it may, for moral and sanitary 
reasons, be desirable to tax the oonsumption of stimulants; but 
in esthnating the actual incidence and pressure of our syst~m 
of taxattpn, we are bound to take account of the fact that the 
duties levied on commodities are not only taxes, and most 
unequal ones, on the working classes as consumers, but alsC) 
taxes on their earnings as producers. 

Another incidence of a number of ta~es on the working 
olasses as producers has been concealed by the doctrine that 
taxes on partioular commodities and particular employments 
fall on consumers only, not on producers. The theory of 
taxation abounds in examples of the danger of the abstract and 
hypothetical method of reasoning in eoonomics. The economist 
sets out with an assumption surrounded with conditions and 
qualliications, and perhaps itself open to question, suoh as that 
in the long run, and on the average, the profits of different 
occupations tend to equality, and presently forgetting all his 
qualliications and conditions, concludes that the profits of indi
viduals must be equal; and therefore all special taxes advanced 
by producers must come back to them with equal or averag& 
profit. Individual profits really, in almost every business, vary 
from enormous gain to absolute loss. Profit depends, as Mr. 
Mill says, not only on the skill of the capitalist himself, and 
the conduct and honesty of those he deals with, but also • on 
the accidents of personal connexion, and even on chance. That 
equal capitals give eq~al profits, as a general maxim of trade, 
would be as false as that equal age and size give equal bodily 
strength. ", Nevertheless, it is taken for granted that every 
epecial tax on a. business is recovered • with average profit,' 

• Princil'lu 0/ Pl)litlcal :&«Iom!/. IIook ii., chap. ltV. 
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though the net result of all a trader's advances is not unfre
(J.uently ruin, though all such taxes give an advantage to the 
larger capitalists, and though our customs and excise duties 
have been steadily driving small producers and dealers from 
-one business after another. There is a numerous working class 
(as, from the small proportion of their capital to their work, 
they are properly considered) who are frequently losers by the 
taxes they advance. A petty retailer; to give real examples, 
takes out licences to sell spirits, beer, and tobacco; he advances 
the customs and excise duties on tea, sugar, and the rest of his 
stock; he pays perhaps siXpence in the pound on his shop; and 
.after all these duties have been advanced, his shop is burned to 
the ground, or he falls sick and loses his business, or he is 
defrauded and becomes bankrupt; ·or a large dealer, to whom 
the taxes are 'a fleabite,' takes away his customers; or from 
one of twenty other causes the return to all his outgoings is 
ruin. Take another actual case. A 'cab driver saves a little 
money, and sets up a cab for himself; Boon afterwards his cab is 
smashed in a street collision, and his horse is so seriously 
injured that it has to be shot. A large cab proprietor would 
feel the loss of one horse almost as little as the cost of his licence, 
but to the poor cabman I speak of his licelJoe itself was a, con
lliderable putlay, and he will never recover it. There are 
thousands of poor men who every year embark their little 
savings or borrow:ed money in losing ventures of this Bort on 
whioh they pay taxes; and not unfrequently one cause of their 
f~ure is the advantage which wealthier rivals find in those 
very taxes. Thus, excise and customs duties on commodities, 
trade licenoes, licences to keep horses and publio carriages, &0. 
-though treated not 1lnly by theorists but even by chancellors 
-of the exchequer as taxes on consumers alone-are often heavy 
direot taxes on a working class of producers, over and above the 
£eneral.diminution of wages whioh the whole system of so-called 
indirect taxation oooasions. 

Again, it is commonly assumed in estimates of the inoidenoe 
-of taxation, that the working classes are entirely unaffeoted by 
.a number of imperial taxes whioh really fa.ll on them. Thus 
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probate and legacy duties, and stamp duties in general, th& 
income-tax, the house-tax, the wine duties, the railway duty,. 
and the duty on dogs, are usually supposed never to fall on 
working men or women, directly or indirectly. Now, in fact, 
the suocession duty, in the first place, really falls upon many of 
them. Numbers of working men and women in towns and 
mamifacturing districts have become owners of houses-ori
ginally in most cases through building societies-and succession 
duty is often paid on them. At Bradford, for instance, a. 
high local authority answers as follows the questions given :
'Do any of the working classes own the houses they ocoupy P • 
'A large number.' 'Do oases ooour in whioh they pay probat& 
and legacy, or succession duties P' C Yes, frequently, as large 
numbers own house property.' Another good authority states. 
with respect to the same town: 'Very many workmen own the 
cottages they live in. A smaller but still fair number own two,. 
and some even four cottages. The cottages are worth from £100 
to £~50 each.' A London workman's house is "sometimes worth. 
from £400 to £500, and, if a. leasehold, pays the higher suc
cession duty on personalty. It does not 80 often happen that 
working men leave to their families other property of sufficient 
value to' become liable to probate and legacy duty; yet it does 
sometimes happen, in the case alike of workmen, servants, and 
small dealers belonging to the working class. Servants, too, 
sometimes receive legaoies, subject to duty from their masters. 
and working people of all classes sometimes succeed to per
sonalty, or reoeive legacies from relatives who have made money 
as emigrants or otherwise. The house-tax, again, sometimea 
falls on the highest class of skilled workmen, and sometimes on 
workmen of a. poorer class, either as lodgers or letters of lodg
ings. The income-tax, though directly incident on but a. small 
number of the highest paid workmen or foremen, has an 
incidence on the working classes which one of the ourrent 
oanons of taxation conceals. It is laid 40wn that taxes on the 
profits of all employments fall on capitalists only, and cannot 
be shifted on any other olass. But there is in reality a per
petual migration along the borders between capital and la.bour~ 
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88 there is also an intermediate class who indi ridually may be 
regarded either 88 capit~ts or workmen, acoording as capital 
or labour forms the main element in their earnings. To 
instanoe actual examples of the migration referred to: I have 
known the same man successively a butler, a grocer, and a 
court-crier; the same man an upper servant, a small trader, 
and a railway-platform inspeotor; the same man a groom, a 
cab proprietor, and the oonduotor of an omnibus; the same 
man a waiter, a tavern-keeper, and a waiter again°; the same 
man a private servant, a scrvant in a hotel, and the proprietor 
of the hotel; the same woman a housekeeper, a shopkeeper, and 
the matron of a workhouse. It is quite a common thing for 
servants to set up shops with their savings; and the induce
ments to do so, as also their suocesS in doing so, depend a good 
deal on the taxes on pronts. Few, indeed, of the working 
classes are sufficiently versed in the real inoidence of taxation to 
estimate the pressure of indirect imposts; but they are quite 
alive to the pressure of such a tax as the income-tax, and to the 
vexatious and often oppressive manner in which it has latterly, 
with grievous impolicy, been levied. So long as the exemptions 
of small incomes are not carried considerably further, Schedule 
D must fall indirectly on servants and other working classes, 
by diminishing the migration from their ranks to those of 
employers, and so lowering wages. Other oommonly over
looked taxes on working people, as above said, are stamps on 
receipts, bills, &0.; the railway duty, the duty on dogs, and 
the wine duties. Small retailers and other dealers, carpenters, 
smiths, and other workmen, have often occasion to use stamps, 
besides which, stamp duties reach the labouring cl~ses gene
rally as consumers. The railway duty falls on th,em both 0&8 

regular passengers and as excursionists; and the duty on dogs, 
though sometimes regarded by oountry gentlemen, in relation 
to the working classes, a8 a duty on poaching, is really often a 
duty on the sentinel who guards the poor man's or poor 
woman's cottage from tramps and peoulating neighbours. 
Even the wine duties fall sometimes on working people in sick
ness, • for the poor are sometimes sick: as Mr. Gladstone once 
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said on the subject; and the heaviest duties are imposed on the 
kinds of wine they use. The wine dutie. in such ca.ees have, 
too, like several other taxes, another incidence on the poor, in 
the shape of privation. Law taxes hav:e been said to fall 
heaviest on a cws who, at first sight, seem' not to be subjeot to 
the~ at all, namely, th08~ who are too poor to go to law on 
aocO'Unt of its cost, and thereby forfeit their rights. Stamp 
duties on deeds are of this character; they constitute also part 
of the system which makes land-the common and favourite in
vestment for the savings of 'Working men on the Continent-an 
impossible investment for them in England. 
. Thus the pressm:e of imperial taxation in the mass on the 
working classes is enormous, though it cannot be acourately 
measured, and is not distributed equally over the entire body. 
In the financial year ending March 81, 1873, its different 
branches· yielded:-

Excise, 
Stamp. (in. LandTu Property 

Customs. cludmg Probate, and and Licences, &C;. Legacy,and Sue- House Duty. Income Til%. 8e881on DutJes). 
, 

£. £ £ £ I-

21,033,000 25,786,000 9,947,000 2,337,000 7,500,000 

To the two first of these branches, which yielded more than 
two-thirds of the whole, the working cwses contributed out of 
all proportion to their incomes; and the .other branohes, in 
place of compensating for that inequality, added heavily to the 
burden sustained by many working people. But this statement 
affords no adequate measure of the relaijve pressure of taxation, 
since it omits the incalculable losses in wages which the system 
of raising it occasions. 

Bearing these considerations in ~nd, let us glance at an 
arithmetical estimate by one of our most distinguished eoono-

• Exclusive of the Post Office, Telegraph Seniee, CroWll Landa, and Xiecel· 
laneoUi Receipte. See Statistical Abstract, 1873. 
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mists, of the relative contributions of different olasses to both 
imperial and local t.axation: one which seems to estimate as 
aoourately as is possible the chief taxes on expenditure, save 
that it adds to the burden on the wealthier class the duties on 
the consumption ()f their servants, the objection to whioh ha& 
been stated already. Summing up the results of an investigation 
into the taxes falling on three typical families-the first, a 
common labourer's, with an income of £40 a-year; the second, 
an artisan's, with £85 a-year; and the third, " middle olass 
family, with £500 a-year-Yr. devons arrives at the following 
Table:OI-

Percentage of Income paid in Taxes, by 

DI!8ClUPTlON 01' TAX. 
Families expendIng in the Year, re-
pectlvely :-

£40 I £85 ' I £500 

~ 

On N eceBsaries, 2'1 1'7 '8 
On Stimulants, 0'0 4'1 1'8 
Direct TaxeB, - - 2'7 

Legacy and Probate Duties, • . - - '8 
Rates aud Tolls, ~ 2'6 2'4 19 

Total Taxation, • 10'1 8,'2 8'0 

It will be seen that, according to this' estimate, the weight 
of taxation decrJ:lases as the income inoreases, being 10'1 per 
cent. on the oommon labourer's income, and only 8'0 per cent. 
-on an income of £500 a-year; and it seems clear that if the 
-estimate had been carried up to the higher inoomes, the burden 
would be seen to bear an inverse proportion to the ability to 
bear it. Yet the estimate omits a number of items which, as 
we have seen, must be included in the real pressure, direct and 
indireot, of taxation on the working olasses. To Yr. JeVODS' 

• The M"t • .\ T"$. :By W. Stanley Jevous, p. 64. .As the estiJnate occurs 
-only ineidentally in the able essay referred to, it could not well be exhllWitive, 
but it furnishes a good basis for calculation. 
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estimate ought to be added the inoidenoe, direct or indireot, or 
both, of the inoome-tax, the house-tax, the probate, l£'gaoy, 
suocession, and other stamp duties, trade licences, taxes on 
shops, and on public carriages, railways, horses, and dogs, and 
sundry taxes paid by a number of small dealers. Above all, I 
submit, with unfeigned respect to Mr. J evans, that a large 
addition ought to be made for the losses in wages arising from 
the system of indirect taxation. 

Another estimate, by Mr. Leone Levi, reckons the taxes 
paid by the working classes out of their total taxable income, 
at twelve-and-a-half per cent., and the taxation of the uppcr 
and middle classes at twelve per cent. This estimate includes 
some of the taxes on labour omitted by Mr. J evons, but omits 
a number of others which it has been shown ought to bit 

. included. And so far is Mr. Levi's estimate from taking any 
acoount of the loss of wages, or even allowing for the additional 
cost of taxation oocasioned by the advance of duties by dealers 
(whioh Mr. Jevons puts at twenty per oent.) that he strangely 
assumes that the advance causes an addition to wages.- Never
theless he concludes that the whole burden of taxation on the 
upper and middle olasses is 'rather less than that whioh falls 
on the income of the working classes.' 

Both the estimates just referred to inolude the important 
element of looal taxation. The question now follows, whether 
looal taxation redresses or aggravates the very unequal burden 
which, it has been shown, imperial taxation casts on the working 
classes P , 

Some recent writers on looal taxation set out with the as
sumption that local rates in England are always levied on the 
oooupier, but the proposition does not hold good in the case of 
the ocoupiers of premises of small rateable value; t the greatest 
diversity of praotice exists in different towns and parishes with 
respect to the levy of rates on owners and small occupiers. 

• Estltnat" !te. By Leone Levi, p. 10. 
t See with respect to the levy of poor-rates, in the case of emall occnpiera. th. 

PCfW Ratti ..t6l,._t a,ul C.lleee_ ..ta, 1869. The lev)' of other rates ia &1feeWd 
hy a number of Acts, and the powers giyen to authorities. 
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But the real incidence of rates does not depend on their levy 
from owner or' occupier, and the subject is one of great com
plexity, though some eoonomists find a simple key to its solu. 
tion ,in the dootrine of an equality of the profits of different 
oocupations and investments. Neither farmers, house buildeJ;S. 
nor people in trade, they argue, will take less or can get more 
than' average,' • ordinary,' or 'natural' profits; none of them, 
therefore, will bear special taxation, and the rates in the case of 

. farmers will fall on land-rent; in the case of houses (unless in 
speoial situations, where the ground owner is affected), on the
ocoupiers; in the case of the premises of traders, on consumers. 
Respeoting the profits of farmers, I will only say, so far are
they from being determined by a. knowledge of the profits o~ 
other occupations, that a farmer seldom knows the profits of 
any other business in thE! nearest market town, and never knows 
the profits of farming itself in the different parts of the kingdom. 
Farming is a speculative business, depending ver;y much on 
the seasons and other local conditions, and its p~ofit varies 
in different localities, under different landlords, with different 
farmers, at different periods. We can only make sure that 
farmers in general will shift the burden of rates from their own 
to other shoulders if they can. And the question follows, Are 
there no shoulders but the landlord's to which they may shift 
it P Are there not two other possible sources besides rent, from 
which they may recoup themselves for special local tll.Xation~ 
namely, wages and prices P As regards prices, foreign com
petition has hitherto presented no insurmountable obstacle to 
a rise in the price of a great part of farming produce, such as 
fresh meat, milk, butter; eggs, and sundry vegetables; the price 
of com itself depends a. good deal on the domestic supply. Then 
as to wages, the truth is, that while economists ~ave been 
assuming, contrary to Adam Smith, a free competition and an 
equal rate of wages throughout the kingdom, farmers have had 
all along the pnoe of labour very much under their own control 
in a number of places. 'The wages of labour on Salisbury 
Plain,' Mr. Gaird wrote, in his famous • Letters on English 
Agriculture in 1851,' in whioh he showed that agricultura.l 
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wages varied from six to sixteen shillings a-week, 'are lower 
than in Dorsetshire. An explanation of this may partly be 
found in the fact that the command of wages is altogether 
under the control of the large farmers, some of whom employ 
the whole labour of a. parish. Six shillings a-week was the 
,amount given for ordinary labourers by the most extensive 
fJl..rmer in South Wilts, who holds nearly five thousand acres of 
land, great part of which is his own property. Seven shillings, 
however, is the more common rat~;, out ofthat the labourer has 
to pay one shilling a-week for the rent of his cottage.' Twenty 
years later, wages in Dorsetshire were generally from seven to 
ilight shillings a~week;" and if we look to the low wages of 
labour in many parts of the country on the one hand, and the 
high price of farm produce on the other, it is impossible not 
to see that farmers in many places have been able to put the 
burden of rates on labourers as well as consumers, and have 
-exercised the power; so that, in fact, labourers have been 
mulcted in both wages and prices. We find here the explanation 
Qf a difficulty which seems to have puzzled both members of the 
committee of the House of Commons on Local Taxation (1870) 
and witnesses. It was argued, on the one hand, that the great 
increase of rates must have come out of the pocket of the farmer, 
'Since rents had not fallen; and, on the other hand, that it must 
have coma out of the landlord's pocket, since agricultural profits 
had not fallen. It seems not to have occurred to either land
lord or farmer that a, rise in the price of farm produce, without 
a corresponding rise in farm wages, reconciles the two state
ments respecting profits and rent, and proves at the Ilame time 
the incidence of the rates on consumers and labourers :-

, '2373. Are you an owner of land in Someraetshire P-1 am. 
'2374. Do you farm your own land P-1 do. 
'2375. Have you given attention to the subject of rating P 

-I hQ.ve. .. .. .. • .. 
• On the different rates of wages of agricultural laboUJ' in England and their 

<lauses, see the present writer's Land SV8Um8 oj Ireland, Bngland, amI tl.6 ConI;""'t, 
pp. 3li3--l, 367-79. 
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'2432. Is this a. fair way to state your opinion, that the
owner does not reduce the rent in consequenoe of the rise in the 
rates ?-Certainly he does not j I believe that during the last ' 
thirty years, when the rate has nearly doubled, nearly the whole-
of the increase has been paid by the occupier. . 

'2433. Because there has been no readjustment of the rent?' 
-Exaotly; rents are not readjusted very often. Farming is 
one of those fluctuating businesses that an owner does not read
just his rent very often, per~aps not even for one or more lives. 

'2435. Then you have this curious result, that though 8. 

farmer's profits must be enormously affeoted by a rise in the 
rates, which you have described as 100 per cent., neverthele8~ 
it has had no influence on the rent 'I-Very little i~deed. 

'2445. Have the farmers' profits diminished generally in. 
your neighbourhoodP-No; I think not.' . 

But more general incidenoes of the rates, both in country 
and town, have to be considered. In the first place, on whom 
do the rates on the houses oocupied by working people, both in 
country and town, fall? Seoondly, what is the effect of the
poor-rate en wages P It would save a world of trouble to follow. 
in respect to the first question, the formula that the builders or 
houses and investors in house property must get the average 
rate of profit, and. therefore the rates must fall on the oooupiers .. 
whether working people or not. It gives, too; an air of como' 
plate command over the ,subjeot, and of rigorous logio, to argue
striotly from assumptions suoh as the equality of profits. But 
there are really no suoh short outs to the end of eoonomio 

• inquiries. In one of the exoellent articles on finanoe whioh M. 
Leroy-Beaulieu, an economist ofvery high reputation, and editor
of the Economiate Jiranrais has reoently contributed to that 
useful journal, it is shown that there are no external oharaoter
istios by whioh the State can measure, for the purpose of an 
income-tax, the profits of business. ' The system is in it~ very 
nature defeotive.· One of its prinoipal faults is, that it oan 
throw DO light on the individual profits of eaoh trader: it has, in 
fact, for its base the supposed average profit whioh eaoh class 
of traders may reasonably obtain. In this system, therefore. 



~98 The Incidence of Imperial and Local Taxation 

individual injustices must alway sbe numerous.'-(EconomMe 
Franrai8, December 20, 1873.) Nevertheless, the State has a 

. thousand times better means of asoert~ining the actual profits 
()f every business than any private person in business can have, 
inasmuch as. it oan make it the bUsiness Qf a large staff to oollect 
information on the subjeot in every locality, while each man in 

_Jiusiness must mind his own business, instead of the business of 
()ther people all over the country. What would be thought of 
a project to assess the taxpayers under Sohedule D to the inoome
tax, on an assumption that every man aotually makes the same 
percentage of profit on his capital P Suoh, verily, is the assump
tion on whioh the common theory ot the inoidence, alike of local 
rates, of cus~ms. and excise duties, is based: a theory whioh 
suits large and sucoessful capitalists, no doubt; it justifies both 
low wages and high prioes; and it serves as .. screen for enor
mous profits from the oompetition of ' low men' -to borrow the 
language of a high authority in suoh matters-who would' out 
in' if they knew the real state of affairs. A iIagrant iglloratw 
elenchi in eoonomios has ~risen from this readiness to 'out in' ; 
it is put forward as proving that profits are, by co.sequence, 
e~uo1iz.d. The' faot that capital deserts losing businesses for 
others in whioh extraordinary profits are made, proves only that 
profits are aotually 'Very unequal. The new capital, moreover, 
()ften comes in only for a loss at the turn of the tide, after the 
earlier men in the trade have doubled their oapitals, and a fresh 
inequality is the real consequence. Take the common case of 
building-ground to be let for ninety-nine years, and consider for 
()ne moment the nature of the assumption that the profit on houses· 
is determined by the knowledge which capitalists have of the 
profits of all investments, .and the consequent equalization of. 
building with other profits. The profits of each occupation vary, 
as we have seen, with different individuals, from immense gain to 
utter ruin, and vary at different times in the case of the same 
individual. We are told by Mr. Brassey's biographer that there 
were times when he would have died a poor man; and he might 
have died a. poor man Lad the economic assumption been well 
founded, and had other people known the real state of his 
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DUSine!lS. The lame capitalist, in several cases known to 
myself, is making profits on different investments under his 
~wn management, varying from upwards of 100 per cent. 
to a balance on "the wrong side. Adam Smith, writing at a 
time when the number of employments for capital was com
paratively insignificant, when the modes of carrying on business 
were almost stationary, when speculation was a much less active 
-element than now, and when all the conditions of an estimate 
ilf the profits of different businesses were comparatively simple, 
8aid :-' It is not easy to ascertain what are the average wages 
()f labour even in a particular place, and at a particular time. 
We can, even in this case, seldom determine more than what 
are the most usual wages j but even this can seldom be done 
with regard to the profits of stock. Profit is foO fluctuating that 
the person who carries on a particular trade cannot always tell 
you himself what is the average of his annual profit. It is 
affected not only by every variation of prioe in the commodities 
he deals in, but by the good or bad fo~une both' of his rivals 
and of his customers, and by a thousand other acoidents to which 
goods, when carried either by sea or land, or even when stored 
in a warehouse, are liable. It varies, therefore, not only from 
year to year, but from day to day, and even from hour to hour. 
To asoertain what is the average profit-of all the different trades 
oo.rried on in a great kingdom must be much more difficult j and 
to judge of what it may have been formerly, or in remote periods 
()f time, must be altogether impossible.' 

The doctrine bi which eminent eoonomists of our ow~ day 
affect to determine the incidence of rates assumes much more 
than the knowledge of which Adam Smith demonstrated the 
impossibility. It assumes that capitalists not only know the 
past and present profits of all occupations and investments, but 
foreknow them at remote period.s-to the end of a long building
lease, for example. Yet it is clearly impossible for persons 
contemplating the building or buying of new houses to foretell, 
even for twenty years, the profits that single investment will 
yield. The movements of business and population, the demand 
for houses and other buildings, the increase of wealth and 
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money, and the general range of incomes and prices, the supply 
of new houses on the Bpot, the means of locomotion bringing 
other districts within reaoh, all defy calculation. The undor
ground railway defeated the expectations of many house-owners 
in London. There are indeed house-agents who will affeot to 
tell you the rate of profit on houses, just as there are actuaries 
who profess to be able to capitalize and assess to the income-tax 
the profits of every man in every business, though of two men 
assessed at the same rate, one will be bankrupt within the ycar, 
and the other will make money for half a oentury, and die 
richer than Mr. Bras8cy, The truth is that the profits of h0I156 
property, the rents that can be exacted from ooonpi"Ts, and 
the incidence of rates, depend on no such fiction as • the average 
rate of profit,' but on the demand for and the supply of houses, 
and these conditions vary from time to time, and from place t() 
place. The house-builder, having cast in his lot with house 
and ground, and covenanted to pay a grl)Und-rent, determined, 
not by any knowledge of the profits ol'all occupations, but 
simply by the local demand for and supply of building-ground, 
afterwards makes such terms 8S be can with his tenants. And 
the constant ~ncrease of population, the narrow limits of distanc~ 

J from their business within which it is convenient to most people 
to live, and the cost and trouble to existing occupiers of removal, 
give the owner, in most cases, the stronger position, and enable 
him to throw any increase in the rates on the occupier. But, on 
the other hand, if rates were abolished, house-owners in most 
places might exact Borne addition to their rent, and to that 
extent tbey may be said to pay a part of the present rafes in 
reduced rents; their power of raisiIlg the rent on the abolition 
of rates being limited, not by any' average rate of profit,' but 
by the supply and demand for houses, and the encouragement 
to building which the prospect of higher rents might occasion. 
No uuiversal or strict rule, therefore, can be laid dawn on the 
subject; but, generally speaking, the occupier is the weaker 
party, and the chief burden of tlle rates can be laid upon him. 

In the case of occupiers ol the working class, the inquiries 
I have been able to make lead to the conclusion that, geuerally 
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speaking, the bulk or the rates ralls either directly, or indirectly 
in rent, upon them; but as rent usually could and would be 
somewhat raised, were rates to be done away. with, a part may 
be said to fall on the houseowner. It would be unfair, at the 
same time, to take no acoount or the faot that on some large 
estates, owing to the liberality or the landlords, the payment of 
the rates on the cottages or labourers falls altogether on the 
former. So differently, 4l-deed, are labourers circumstanced in 
respect or both house-rents and rates, as well as of wages, in 
different places, that in one parish I know or, belonging to a 
large proprietor, the labourer pays only £2 128. ror a deoent 
oottage and garden, and nothing for rates; while-in neighbouring 
parishes, in whioh the rate or wages is the same, he pays £6 for 
a worse house without garden, and the rates in addition. The 
estate of the great landlord is, to speak fairly, in most cases, 
the best estate for the labourer to live on. Where great 
landlords and great estates injure the working olasses, are as 
buttresses of a. system which keeps lan~ out or the market, 
obstruots agriow.ture, manufaotures, and trade, and oauses the 
very notion or little farms to appear a ohimera to the untravelled 
Englishman. -

The only oonolusion we oan oome to with respect to the 
incidence of rates, alj between owner and occupier, is that 
generally the working man, as occupier of a house in oountry or 
town, pays (sometimes to a man as poor as himself) all the 
rent that can be screwed out of him. A little more oould be 
sorewed out of him were there no rates, and to that extent the 
rates may be said to fall on the owner, the remainder being 
borne by the workman. Even where the local authorities 
exempt the occupier from the payment oE rates on the score of 
poverty, the rent is often raised in proportion. But it must 
not be forgotten that, whatever may be the incidence of the 
rates, as between owner and ocoupier, working men are now, 
in a considerable-number of cases, the owners of the houses they 
ocoupy, and bear the whole burden of the rates, even where 
their houses are mortgaged.. In not a. few cases, moreover, the 
OWDt'lS of the' oottage.s oooupied by workmen are themselves-

2D 
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working men; and here, too, whatever the incidence Qf the 
ra.tes, as between owner and occupier, working men pay the 
entire amount. It is estimated that there are 2000 building 
societies in England, and although the English building societies 
do not build, they advance money to working people both to 
build and to buy houses, and the number of houses consequently 
owned by men and women of those classes in some places is truly 
prodigious.- 'We have,' SIlYS 0. witness connected with some 
of the chief building sooieties in Birmingham, in evidence be
fore the Friendly and Building Societies' Commission, ' 13,000 
houses Q1 Birmingham belonging to our working men. We 
have streets more than 0. mile long, in which absolutely every 
house belongs to the working classes.' The value of a working
man's house, and the amount of the rates on it, are som"elimes 
considerable. 'To-morrow,' says another witness before the 
Commission, 'I hale to settle an advance to a. workman on the 
Metropolitan Railway; we are to lend him £360 ; he has bought 
a bouse for £420.' The amount of local taxation on a town 
workman's house is, in short, sometimes actually not far below 
the amount paid by a. millionaire, who keeps only an office in 
town, and lives in a parish where rates are low. But it is not 
town workmen only who pay rates as owners of houses. The 
famous Mr. Joseph Arch, for example, has long been a village 
ratepayer, as owner of a. house left to him by his mother. 

Two other classes of working people ought not to be left 
unnoticed, who are neither owners nor occupiers of whole 
houses, but letters of lodgings and lodgers. The vestry clerk 
()f St. Leonard's, Shoreditch, gave the following evidence before 
the Poor-rates Assessment Committee of 1868, with respect to 
inhabitants of houses of £10 a-year rateable value in 'that 
parish:-

• 2543. Do you know in what way those p'eople are employed 

• A u.oeful Essay on English Building Societies baa been publiahed by Mr. 
Ernst von Plener (lately First Secretary to the Austrian Embaasy in Lonooa, 
now a Member of the Austrian Parliament), the author of a nUltt1rJl (II Engl .. ,. 
Factory Legislation, of which an English tranBlation "' ... piooured by Mr. 
Mundella. • 
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who live in those houses ?-:-A great many of them have stalls 
in the street, and they go out with hearthstones, and there are 
a great many birdcatchers and brickmakers. 

'2544. Are there many bricklayers and masons' laboure;\! 
in,your parishP-Yes, there are a good many bricklay~rs, and 
a good many cabinet~makers., . 

'2546. Do those people chiefly take in lodgers in their -
house. ?-A great many of them take a house-for instance, 
'widows, and those sort of people-and let it out to lodgers.' 

The vestry clerk of Bethnal Green also gave evidence:
'2707. Are the people who occupy a £10 house, even 

though they pay a -weekly rent, unable to pay their rates p-
In many instances they take in ,lodgers, and with that they are 
scarcely able to get along.' 

It may be assumed, for the reasons given above respecting 
{)ccupiers, that in such cases the letter of the lodging in the 
first instance generally pays at least the greater part of the 
rates in rent, but the question follows-Is it finally paid by the 
lodging~letter or by the lodgers'? The stoutest advocate of 
'the average rate of profit,' as the key to the incidence of 
taxation, will hardly contend that costermongers, sellers of 
hearthstones, birdcatchers, bricklayers, and poor widows in 
Shoreditch are acc]U'ately informed respecting the rates of 
profit to be made in every trade and investment. The case, 
indeed, falls within one of the exceptions which Adam Smith 
emphatically made to the doctrine of a tendency of the gains of 
-different occupations in the same neighbourhood to eq uality-
-exceptions which deprive the doctrine of all application to the 
profits of English trade at the present day. There is no general 
principle to determine the incidence of rates in the case of the 
lodgings of poor workpeople. We can only assume that the 
letters of such lodgings get as much rent as they can, but its' 
payment is precarious; and even if they succeed in shifting 
both- their own rent and the rates on their lodgers, they pay 
themselves for the exemption in discomfort and injury to health. 
And whether they or the lodgers are the real ratepayers, the 
rate falls on a working class. Nor does the incidence of local 

2D2 
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taxation on the working classes end there. Both as consumers 
and as p;oducers, they are likewise contributors to local mtcs 
levied on shops and other trade premises, and to tolls and ducs 
for roads, bridges, canals, ferries, fairs, markets, and harbours. 
They contribute as consumers, like other classes, when the price 
of the oommodities they use is enhanced by such local taxition. 
And they pay much more heavily as small producers and 
dealers, when their business is unremunerative, and thoy fail 
to recover their outgoings. It has been demonstrated already 
that so-called indirect imperial ta..~es are often crushing direct 
taxes on poor working men and women with a small stock in 
trade; and local taxation, too, is sometimes the last straw that 
breaks the back of the petty trader. It is, thereiore, certain 
that, on the whole, th~ wo~king classes bear out of their scanty 
incomes an amount of local taxation in rates which forms a. 
heavy addition to their imperial taxation. What, then, if 
nearly one-half of the whole amount levied in rates is applied 
in a 'manner which makes it, in fact, to a. great extent a deduc
tion from wages P ·What ii, in addition, a. great part of the 
remainder of the local revenue is applied to purposes from 
which the owners of llroperty derive the chief, and, in some 
cases, the whole advantage, as in the case of various permanent 
local improvements, and other objects of local expenditure whi~h 
raise the value of land and buildings? 

Out of nearly twenty-two millions of local taxation in Eng
land and Wales, between seventeen and eighteen millions are 
raised directly by rates, and of this amount about eight millions 
are applied, directly or indirectly, to the relief of the POOl': 
But that the relief of the poor cheapens labour, and is to a 
considerable extent taken out of wages, as Mr., Purdy and Mr. 
Thorold Rogers have argued, appears incontrovertible. I by 
no means go the length of saying that its operation in that 
respect can be nicely calculated, or that the whole of the fund 
raised for the relief of the poor-who must not in that sense be 
confounded with.. the .working classes, many of whom never get 
any relief, and who are not the only classes relieved-is prao
tically a deduction from wages. But it is certain that, were 
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it not for the poor-rate, there would be a smaller supply of 
labour, and a higher rate of wages Both the preventive ahd 
the positive checks to population would act in increased force. 
There would be fewer improvident marriages Ilnd more emi
grat~on, on the one hand; and more deaths from sickness and 
'Want, more vagrancy and mendicancy, on the other hand. If 
the poor-rate were abolished, the difference woulJ. not all go 
into the pockets either of landlords or farmers in the country, 
or of owners or occupiers in towns; for wages would certainly 
rise in both country and town. And it follows that many 
members of the working classes contribute in poor-rates to a. 
fund from which they not only derive no advantage, but which 
is 80 applied that it diminishes their own ea.rnings. They are 
~axed, therefore, twice to the poor-rate; and they are taxed 
further for local improvements, from which a wealthier class 
derives the chief bcnefit. It is not, indeed, possible to measure 
exactly the amount of benefit derived by different classes from 
the objects of either imperial or looal taxation. And few falser 
maxims of finance have ever been propounded than that of the 
groat French eoonomist, M. Say, which Sir William Harcourt 
appears to follow, that' the best system of finance is to spend 
little, and the best taxation is that which is least' in amount.' 
On the contrary, as Mr. Wells observes in a Rep~rt on the 
local taxation of New York, 'probably there is no act whic~ 
can be performed by a community, which brings in so large a 
return to the credit of civilization and general happiness, as the 
judicious expenditure, for public purposes, of a. percentage of 
the general wealth raised by an equitable system of taxation. 
It will be found to be a general rule that no high degree of 
civiliiation can be maintained in a community, and indeed no 
highly civilized oommunity can exist, without comparatively 
large taxation:' Mr. Wells oites, in the Bame Report, the wise 
remark of Mr. J evons :-' There is sure to be a. continuous 
increase of local taxation. We may hope for a reduotion of 
the general expenditure, and we shall expect rather to reduce 
than raise the weight of duties; but all the more immediate 
needs of society-boards of health, medical officers, public 
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schools, reformatories, free libraries, highway boards, main
drainage schemes, water supplies, purgation of rivers, improved 
police, b~tter poor-laws-these .and a score of other costly 
reforms must be supported mainly out of local ra.tes.' Tho 
working classes undoubtedly share the benefits of such in
stitutions, but a much larger share often accrues to a wealthier 
claas, whose contribution, iu proportion to their ability, is 
immeasurably smaller. Local improvements in towns, for ex
ample, whether made by municipal authority or by great com
panies, often raise prodigiously the value of the property of the 
rich, while causing only loss and distress to working people. 
whom they disturb from their dwellings, whose rents they mise. 
and who do not remain long enough to participate ill the ulti. 
mate advantages. • 

As in the case 6f imperial, so in the case of local taxation, 
I make no pretence to offer an exact estimate of the relati va 
burdens imposed on the working and other classes. But the 
candid reader who has followed the investigation which my 
limits have narrowly circumscribed must, I think, be convinced 
that, on the one hand, imperial taxation falls with enormously 
disproportionate weight on the working classes; and, on the 
other hand, local taxation, in place of redressing, greatly ag
gravates the inequality. I will venture only to add that, under 
these circumstances, to abolish the income-tax on Schedule D 
(which includes many of the wealthiest and least taxed ~en in 
the world), instead of repealing the duties on BugSt' and tea. 
would be a monstrous injustice. In a debate in the House of 
Commons on local taxation, in 1872, Mr. Rathbone, M.P. for 
Liverpool, said: 'Local taxation, as at present levied, pressed. 
heavily on labour as compared with capital, and the wealthiest 
classes were allowed to escape from paying anything like their 
fair shlU'e of the rates. In the case of London, or any other /lea
port where merchants were the wealthy class, and their visible 
personal estate consisted mainly of ships and stock-in-trade 
of great value, the anomaly became apparent. It was this clllSS 
who directly or indirectly derived benefit from the labouring 
classes, so long as they were ea.rning wages, and escaped almost 
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entirely when they beoame chargeable. From inquiry into a. 
number of cases he had ascertained that many large merohants 
and brokers were only paying one-half to two per cent. (in 
rates). while the labouring men in their employ were paying 
twice to seven times as muoh in 'proportion to their inoome. 
In a word, a. merohant, or shipowner, deriving an income of 
£15,000 a-year from a. capital of £150,000, paid £62 in rates 
on his counting-house and warehouses, and £65 on his suburban 
residence assessed at £450 a-year. The young doctor or solicitor 
paid £14 out of his income of £600 a-year on his £60 house i 
and the labourer £2 88.91l. out of his £1 48~ a-week on his 48. 
cottage. Thus an income of £15,000 a-year paid less than 
1 per cent.; an income of £600 a-year paid 21 per cent.; and 
an income of £1 48. a-week paid 4 per cent.' 

Take also the evidenoe of a Witness before the Seleot Com
mittee on Local Taxation :-

'2792. You are a J ustioe of the Peaoe at. Liverpool ?-I am. 
'2793. Have you been a member of the Town Counoil at 

Liverpool ?-Yes, for many years. 
'2938. • .. A gentleman comes and hires an office in 

Liverpool, and he makes his £50,000 a-year in it; but he goes 
and lives in Cheshire, and pays nothing to the rates of Liver
pool beyond the rates that are levied on his offioe.' 

The Chairman of the Middlesex Quarter Sessions, again, 
stated with respect to the metropolitan county in which so 
many millionaires live:- . 

'Unfortunately the rates do not keep paoe with a man's 
wealth; there is many an individual that has £10,000 a-year, 
whose rates are perhaps no more than upon a house of £500 
a-year, and there is the injustice, I think, of the poor-rate.' 

The levy of a large portion of the revenue by indirect taxa
tion gives, however, the smaller inoomes included in Schedule D 
a claim to exemption, and the argument for it is fortified by 
the fact that otherwise the income-tax must, for reasons give~ 
above, fall indireotly on the working olasses. Those olasses are, 
moreover, virtually subjeoted to a heavy income-tax (though 
one whioh brings nothing into the treasury of the State) in the 
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diminution of wages resulting from customs and excise duties 
and regulations. A remodelled succession duty, equalizing the 
duties on real and personal property, and raising both in the 
case of remote suocessions, but reducing both in case of suo
cessions to property of small value, Beems the best remedy for 
the inequalities of the inoome-ta.x: as regards permanent and 
temporary inoomes-inequalities whioh are not peouliar to the 
inoome-tax, being inoident also to all duties on articles of oom
mon consumption. To substitute a naked property-tax for the 
income-tax is to tax the houses and savings of poor working 
people in order to exempt the income of the Rothschilds from 
taxation. 



xxv. 
BRITISH OOLUMBIA IN 1862." 

OUR most distant Nortli American colonies, British Columbia. 
and Vancouver Island, move in a course the very reverse of 
what Adam Smith has called the natural progress of opulence. 
He argues that as subsistence is necessarily prior to comfort and 
luxury, the cultivation and improvement of the country must, in 
the nature of things, precede the growth of towns, and the greater 
part of the capital of a. rising community must be first ilirected 
to agriculture, next to manufacture, and last of all to foreign 
commerce. This neCessary order of things is also, he observes, 
in conformity with the natural inclinations of mankind; agricul
ture being the pleasantest of all otlcupations, and being unattended 
with the risks of trade. From these premises the philosopher 
concludes that if human institutions had not thwarted nature, 
the towns would nowhere have increased beyond what the im
provement and cultivation of the territory in which they were 
situated could support, until the whole of that territory was 
completely cultivated. But he points out that this natural 
order of progress was inTerted in the growth of all the States 
of Europe after the dissolution of the Roman Empire. The 
foreign commerce of these cities introduced all their fine manu
factures, and manufactures and commerce together gave birth to 
the principal improvements of agriculture. The causes which 
forced the different countries of Europe into' the unnatural and 
retrograde order' are investigated in the Third Book of the 
Wealth of Nations; and the explanation amounts in brief to 
this, that the mediwval laws and customs affecting the owner
ship and tenure of land discouraged agriculture, while the 

• Saeurdavlleviuw, • October 25, 1862. 
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inhabitants of towns arrived at independence and liberty much 
earlier than the occupiers of the soil. 

But how are we to account for the phenomenon that the 
youngest colonies of Great Britain in North America are 
following the same paths of progress as the feudal States of the 
Middle Ages P The very first consequence of the rush to the 
mines of British Columbia in 1858 was to create the flourishing 
town of Victoria in Vancouver Island, whioh before was merely 
a faotory of the Hudson Bay Company. On the mainland, the 
less populous and less prosperous town of N ew Westminster, the 
capital of British Columbia, grew up, between whioh and the 
mining districts are now several smaller towns. All these towns 
are purely oommercial. In· Vancouver Island agriculture is 
still in its infancy. In British Columbia. it can hardly be said 
to exist as yet. In the latter the colonial population, as distinot 
from the native Indian tribes, consists almost excl~ively of 
miners, shopkeepers, carriers, or paokere, town and road 
labourers, and military and civil officials-the mining element 
largely preponderating during the mining season. Some time 
ago the Victoria 'Daily Britisli Colonist,' a sensibly written, 
but villainously printed paper, observed :-' The town and 
country begin to swarm with men, most of them inured to 
labour. The majority are, perhaps, better acquainted with 
agriculture than with any other art. Yet all profess to be 
bound for Cariboo. Agrioulture seems never to be taken into 
account: This is a state of things not only irreconcilable, in 
appearance at least, with Adam Smith's doctrine, but diametri· 
cally opposed to the precepts of a yet more famous philosopher 
respecting a oolonial community. 'The people wherewith you 
plant,' according to Lord Bacon, 'ought to be gardeners. 
labourers, smiths, carpenters, joinere, fishermen, fowlers, with 
some few apothecaries, engineers, cooks, and bakers. But,' he 
adds, ' moil not too muoh underground, for the hope of mines is 
unoertain, and useth to make the planters lazy in other things! 

Were there no land fit for either pasture or tillage in Dritish 
Columbia, it would be needless to say anything more about 
the cause of the backwardness of agriculture. No one now 
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disputes that Vancouver Island possesses, in addition to a 
climate closely resembling that of England, several rich tracts 
of arable and pasture land, which are however only beginning
to be settled. Eut as to the agricultural capabilities of British 
Columbia, there has been some controversy, which appears to 
have arisen from a confusion between the coast and inland dis.· 
tricts. In the former, mountains and forests predominate, 
but the mines are all in the interior, and beyond the range' of 
the Cascade Mountains. There is abundant room for a large 
farming population. In the country of the Thompson, the 
Eonaparte, and the Pavilion Rivers,. for example, as well as in 
that of the Similkameen and ef the O'Kanagan Lake, there are 
great tracts of excellent land. The soil and climate are not the 
obstacles to the growth of agriculture in British Columbia. The 
travell€'r there may indeed be reminded of the gloomy horrors 
of 'those matted woods where birds forget to sing,' to which 
the exiles from the Deserted Village were driven; but we hate 
unquestionable evidence that between the Thompson and the 
Quesnelle Rivers there are vast undulating table-lands where 
there is not more tlian sufficient wood for the settlers' require. 
ments. The traveller, for instance, from Kamloops may canter 
his horse for days without a check from the nature of the 
ground, turning him out to grass at night. Such being the 
capabilities of this country, the' British Colonist' impresses upon 
its readers that there is a way in which a fortune can be made 
in Eritish Oolumbia without breasting the snow on the hills or
packing beans and bacon on their backs from creek to creek. in 
Cariboo :-' That way is simply by taking farms on the road 
to Oariboo. That way is by raising hay, oats. wheat, potatoes, 
beans, pork. beef, and mutton. These are the commodities that 
can be most easily exchanged for gold. There is not a country 
under the faoe of heaven that now offers suoh brilliant induce
ments to the farmer as British Columbia.' 

How is it then that such brilliant inducements have been 
held out in vain if they exist P Is it simply an instance of the 
truth of Eaccn's observation, that the hope of mines useth t() 
make the planters lazy in other things P Or is there anything 
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peculiar to th~ economio condition of a gold country tending 
to the discouragement of agriculture, and to the removal of 
the order of industrial development that Adam Smith describt>s 
as the natural one P Upon Adam Smith's own principles it 
follows that the industries which supply the prime neoessaries 
of the miner's life and occupation must be the first to seHle 
themselves near the gold diggings, and this alone would ac
count for commerce taking precedence of agriculture, since the 
miner cannot wait for food "until it is grown in his new country, 
11nd he wants many things besides the food that the most fertile 
soil can supply him with. lIe wants, for instance, first of all 
things, whisky. 'If you ask,' says a. Cariboo correspondent 
-of the 'British Colonist,' 'why provisions are so high, look at the 
nature of the first invoices which invariably follow civilization, 
and the predominant artide will invariably be wlWky.' The 
miner wants also tools, boots, and other articles, whioh will not 
grow out of the ground, and which he must get from the mer
chant, and not from the farmer. For this reason alone we might 
look for the appearance of ships before farms in a mining colony, 
.and the growth of toWDS before the cultivation of the country. 
But this is not the whole of the matter. Another principle, 
known to the student of modern political economy, is on the 
side of commerce against agriculture. That is, when a country 
has a pre-eminent advantage over other countries in the produc
tion of one or two commodities, it may be more profitable to 
import than to produce at home commodities for the production 
of which it has not so deoided a superiority. b may be that 
British Columbia has pastures richer than any in the 13ritish 
Isles; yet it may be cheaper to bring English cheeses and Irish 
cattle round Cape Horn thlm to find them in the colony. The 
4 British Colonist' speaks of Cariboo prices as offering a bounty 
(In' farming near Cariboo, but forgeta that those prices a.bo 
impose an enormous tax on the farmer, who baa to pay for 
labour and every other requisite at an extravagant rate. Gold 
is cheap at Cariboo, and dear abroad; it flies from the cheap to 
the dear market, and the first people to surroUnd the miner are 
those who act as his agents and earners to and from foreign 
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countries. Packers, storekeepers, merchants, are the people he 
deals with, because they fetch what he wants from places where 
gold is comparatively scarce, and labour comparatively cheap. 
The metallio riches of British Columbia make agriculture pro
portionately costly in the colony, since every labourer looks for 
a miner's earnings, and farm labourers are not to be had unless 
for enormous wages. It is not, then, absence of fertile land, nor 
the presence of Red Indians and mosquitoes that forms the main 
impediment to farming in British Columbia; it is the presence 
of mines of still greater fertility for tlie time than its richest 
soils. The distance of the mines from the"coast, the distance, 
again, of the colonial harbours from Oregon and San Francisco, 
lllayafford protection to the colonial producer of fresh meat and 
vegetables for the gold diggings; but the growth of cereals 
to any extent, or anything in the nature of elaborate agricul
ture, is not likely to be seen in British CoTumbia for years. Its 
exports of gold for some time will probably be great, and its 
imports of provisions in exchange will as probably not be small. 



XXVI. 

AUVERGNE. 

IN the magnificent picture of the physical geography of France, 
with which the genius of Michelet has illustrated its history. 
-only a few harsh touches are given to the province of Auvergn~, 
depicted briefly as a. land of inconsistencies a.nd contradictions, 
cold beneath a southern sky, and inhabited by a. southern :race 
shivering on the ashes of volcanoes; a. land of vineyards, whose 
wine does not please, of orchards, of which distant strangers 
eat even the commonest fruits, and one to whose mountains 
thousands of emigrants yearly return without a. new idea. 
It is, in f8.Ot, a land of contrasts, physical and mgral; containing 
regions whose features, social and economic, as well as geological, 
are widely dissimilar. Yet the contrasts involve no real contra
dictions. The chief physical contrast is between mountain and 
plain, and remarkable economio and social diversities epring 
from it. But mountain a.nd plain are correlatives and oomple
ments, not contradictions, to one another; and differences of 
life, occupation, usage, thought, and 'feeling in their inhabitants 
are but consequences of the same la';s of human nature, 
-operating under diverse conditions, and afiord excellent illus
trations of the mode in which differences of structure and 
character in human societies, often superficially attributed to 
~versity of ancestral origin or ra.ce, are really produced. 

• Fortnightlvllev"w, December, 1814.-Some controversy emu on the point 
whether, in traIUllating the name l' Anvergne, the English article should be used, 
as in the caae of the Bourbonnais, the Lyonnaia, the Vivarais, the Ardennes, the 
Seine, the CreUBe. &c., or whether we should say simply Auvergne, 88 in the C&ile 

-()f Normandy, Brittany, Picardy, Flanders, &c. A German phiJologer whom I 
consulted on the point, and in whose opinion a French phi1010ger also consulted, 
eonc111'II, draws the following distinction between the _ in which the article 
Mould be used in Eng1iah, and those in which it ill more idiomatic to discard it !-
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It is not the scenery of Auvergne that this essay seeks to 
describe, but some of its chief economio and social phenomena; 
they are, however, so related to some of its physical features, 
that th~ latter cannot be left altogether unnoticed. Of the 
two departments into which the ancient province once called 
Arvernes, from the Arverni, is now divided, that of the Cantal, 
formerly La Haute Auvergne, is wholly a mountainous region; 
while the richer, more populous, and far more important de
partment of the Puy-de-])ome-so named from the huge moun
tain Gverhanging Clermont-Ferrand, its capital-contains both 
mountainous districts, and also the famous plain or valley 
named the Limagne, traversed by the railway from Gannat to 
reeoire; of whi{lh, thirteen hundred years ago, King 9hildebert 
said, • thex;e was but one thing he desired before he died, that 
was to see the beautiful Limagne of the Auvergne, which was 
said to be the masterpiece of nature, and a land of. enchantment.' 
A century earlier Sidonius Apollinaris wrote from a country-
1Ieat in this rich valley, • The Auvergne is so beautiful that 
strangers who have once entered it oannot make up their minds 
to leave it, and forget in it their native land.' The strangers 
who enter Auvergne at the present day are for the most part 
either geologists about to inspect its extinct volcanoes and other 
similar phenomena, or invalids OIl their way to the mineral 
waters of Royat, La Bourboule, or Mont Dore, or ordinary 
tourists coming to see both its exhausted craters and its baths. 
The geologists and the tourists usually make up their minds td 
leave the province after a few days; and a few weeks at the 
baths generally suffice to give the invalids strength and reso
lution to return home. Least of all, perhaps, is the visitor who 
comes (as has happened more than once to the present writer) 

\ • The Bourhonnais, the Lyonnais, the VivaraiB, are adjectival formations, and 
therefore ntlturally take the article in English. The French departments, again, 
being the names of rivers and mountain chains, take the article in English, just as 
we Bay the Seine, the Loire, the Alps, the Pyrenees, of the rivers and mountalllll 
themselves. But the only French province which could propwly take the artiole in 
English wonld be BUch as La lIfarche, where English idiom, too, would require UB 

to 8ay the Mareh, or the Dorder. There is nothing to distinguish the case of 
Auvergne from that of Normandy and Brittaay, where the artlcJe is omitted in 
English, though used in F~ch.' 
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fresh from Switzerland to the Limagne, likely to be moved to 
the enthusiasm of Sidonius Apollinaris by its scenery j especially 
just after the harvest, when its corn-fields, like shorn sheep, 
are bare and unpicturesque. But the ancient could as little 
have sympathized with the modern travener's admiration for 
Switzerland. 'What he loved was a land of corn and wine and 
fruit, and that the Limngne is. His associations with gigantio 
mountains, frowning rocks, tremendous precipices, deserts of ice 
and snow, were horror, hungor, danger, and death. Auvergne 
itself has mountains and rocks, which, picturesque as they are, 
have few charms for those to whom they are associated only with 
privation and hlU:dship. A woman, of whom I asked my way 
a few weeks ago in the highlands of Mont Dare, said, I This is 
not a. nice country, with all those mountains and rocks,' adding, 
with a horizontal movemont of her hand, I I like a. fi~t country.' 
Her associations with mountain scenery were black bread with 
a few chestnuts and potatoes, water unreddened with the wine 
at which Michelet sneers, hard times in winter, and hot and 
weary work in summer, with only one preservative from thirst
not to have a habit of drinking. I Je n'ai pas I'habitude de 
boire, amsi je n'ai pas soif,' she replied to a. question suggested 
by my own feelings under a burning sun. In the plain of the 
Limagne she knew that the labourer often owned the ground 
on which he ,worked, might, if he pleased, drink the juice of his 
own grapes, and might, if he sold, as Michelet says, the common 
apples from his orchard in a. distant market, instead of eating 
them himself, get 450 francs to the heetare for them, with Il.8 

much more for the grass amidst which they grew. Ha.ving heard 
an old woman in a. cottage in the Limagne say to a visitor, to 
whom she offered a slice off a. huge melon, t.hat she was very 
fond of meloDs, whicq a:r~ cheap in that region, I asked my 
friend on the Mont Dore mountain if she liked them. ' , J e 
les aimerais mieux,' she replied, 's'ils venaicnt dans 1es 
montagnes. ' 

A contrast full of instruction and interest, when viewod in 
relation to its causes, between the mountain and the plain in 
Auvergne, is the different distribution of landed property. In 
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the mountainous districts of the Puy-de-Dome, the term large 
property-la grande propritte-is applied, as a general rule, 
(lnly to properties of a hundred and fifty acres and upwards; 
properties under forty, acres being there classed as la petite 
propritU, and those between forty and a hundred and fifty 
acres as la mO!le1lne propr;ete. In the Limagne, on the other 
hand, from twenty to five-and-twenty acres, make a large 
property in popular thought and speech, and a multitude of the 
small properties do not exceed a quarter of an acre. The soil 
in this fArtile plain has in the last two generations, especially 
the last twenty years, passed almost wholly out of the possession 
(If wealthier and larger owners into that of petits propriCtaire8, 
who cultivate .it with their own hands. The Report on 
the Puy-de-Dome, contained in one of the twenty quarto 
volumes of the • Enquete Agricole,' after referring to the want 
(If capital in the mountainous parts of that department, says, 
• In the plain, the want of capital does not make itselfJelt, in 
consequence of the sale of land in small lots, which has per
mitted of the liquidation of property by paying off mortgages; 
but the species of proprietors has changed, and the man of 
means, the former proprietor, has become a capitalist, who has 
invested the proceeds of his land in securities,' This diversity 
in the distribution of landed property results partly from 
eoonomio causes, partly from profound differences in the feelings 
and ideas generated by opposite conditions of life in mountain 
'and plain. The economio causes are by no means the most 
interesting, but they must not be overlooked. In the moun
tains, on the one hand, both the comparative infertility of the 
land and the nature of pastoral husbandry tend to maintain 
comparatively large farms, and to prevent their being broken 
up by sale in small parcels. In the Limagne, on the other 
hand, the aptitude of the soil and climate for the production of 
rich plants-the vine, for example-requiring minute cultivation, 
and peouliarly suited to spade-husbandry; the rise in the price 
(If such produotions in recent years; the rise, moreover, of 
wages-adding nothing to the expenses of the cultivator who 
flmploys no hired labour, but heavily to those of the large 
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farmer i-the increased gains and savings of both small culti· 
vators and labourers, and their consequently increased purchases 
of land, make a. combination of causes tending to minut& 
subdivision. Adam Smit~, remarking that it was a matter of 
dispute among the ancient Italian husbandmen whether it was 
advantageous to plant new vineyards, adds, that the anxiety of 
the 'owners of old vineyards in France in his own time to 
prevent the planting of new ones indicated an opinion that the 
high profits of vine-growing could last no longer than the 
restrictive laws which they had procured for that purpose. The 
increased growth of the vine around Clermont-Ferrand in the 
last five-and-twenty yeats shows what the small proprietors in 
the Limagne now think on the subject. In the arrondissement 
of Clermont alone, between thirty and forty thousand acres of 
both hill-side and plain are now covered by vineyards, which 
formerly were to be seen only on 'certain slopes with the best 
aspects. 

Yet, after allowing all due weight to the causes referred to, 
it remains certain that cltuses of a totally different order have 
poworfully contributed to the maintenance of larger properties 
in the mountainous districts than in the plain, namely, th& 
greater strength in the former of ancient usage, old family 
feeling, and religious sentiment in both sexes. In the plain 
both the sale of land in small plots and the partition of 
inheritances by the law of succession tend to break up family 
properties; in the mountain neither has hitherto operated 
considerably. The Report of the 'EnquHe Agricole' on the 
Puy-de-Dome makes no- attempt to trace to their sources the 
curious diversities o~ usage and sentiment which it describes; 
but the description itself is worth citing. ' The transmission of 
propexty takes place in a manner esl!entially different in the 
plain and the mountain. In the plain an inheritance is almOBt 
always partitioned or sold when a succession (of more than one 
child) takes place; if partitioned, each of the heirs takes a part 
of each parcel j if it is sold, it is so in detail, and by the smallest 
fractions, in order the more readily to find buyers. Everything 
thus contributes to indefinite subdivision in the plain. In the 
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mountains they cling to the conservation of the inheritance 
unbroken, and do all that is possible in order not to destroy the 
work of the family, and not to divide the paternal dwelling. 
The daughters willingly consent to take religious vows, and 
renounce the patrimony of their parents; those'who contract 
marriage agree to leave to the head of the family their share of 
the inheritance. It i~ the same with the sons, of whom some 
become priests, others emigrate, consenting not to claim their 
share of the property; and it is one of the sons who remains at 
home, working with the father and mother, who becomes in 
turn proprietor of the paternal dwelling. Thus the principle of 
the law of equal partition is eluded, and it comparatively 
seldom happens that the other children assert their claims, so 
accepted is the nsage in the manners of the mountain.' 

In Auvergne, as in the department of the Creuse, one 
reason for the great annual migration of the peasants to the 
towns, which, in France, where there is no exodus to foreign 
countries, goes by the name of emigration, is doubtless the 
comparative unproductiveness of mountain land. It cannot 
give bread to all the young men born on it. But a more 
potent reason, in Auvergne, though one le~s in4ILccordance with 
old economio hypotheses, is that the younger sons, as the 
• EnquHe Agricole' states, seek So subsistence elsewhere, in 
order to leave the property undivided to the elder brother; or 
o~asionally it is the elder brother who emigrates, relinquishing 
his share to a younger one remaining at home. Thousands of 
Auv~rgnats are consequently to be found labouring in remote 
cities, as masons, sawyel'S, porters, water-carriers, blacksmiths, 
chimney-sweeps; and it is a saying in the surrounding pro-: 
vinces, when some hard work has to be done, 'n faut attendre 
Ie passage des Auvergnats.' 

They have a ~haracter in French towns, and French novels, 
for clownishness and stupidity, derived doubtless from the 
nature of their occupations, as hewers of wood and drawers 
of water. ~ut they show no lack of native shrewdness. 
according to my observation, when questioned on any subject. 
And Y. de Lavergne remarked to me lately. that the Auvergnat 

2E2 
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displays more sagaoity in timing his migration than the peasant 
of his own department, the Creuse-Y. de Lavergne is deputy 
for the Creuse-does. The Auvergnat leaves his home at the 
beginning of winter, when the country is buried in snow, 
returning in summer, when work of different kinds is going on. 
The Creuse peasant, on the other hand, goes to Paris, Lyons, or 
some other town, when summer is coming on, and comes back 
in winter, when there is noihing to do. Michelet ta.unts the 
Auvergne emigrants with bringing back some money, but 
no new ideas. The sum they bring to the poor department of 
the Cantal is put at five million francs (£200,000) a-year, in 
the Report of the' Enqu~teAgricole' on tha.t department-a Bum 
hardly to be despised. But the renunciation by the emigrants 
of their share in the family property certainly Bhows, if not an 
extraordinary imperviousness to new ideas, an extraordinary 
tenacity of old ones, and in partioular of two ideas which are 
among the oldest in human society-subordination to the male 
head of the family, and conservation of the family property, 
unalienated and unpartitioned. The number of younger sons 
from these mountains who beoome priests is a still more 
remarkable pht9nomenon, though traceable in the main to the 
same causes. Y. Bonnet, of Clermont-Ferrand, being asked in 
the course of his evidenoe before the 'Enquiite Agricola,' what 
was the proportion of young men in the plain and the moun
tains, respeotively, of the Puy-de Dome, who devoted themselves 
to the clerical profession, replied, 'In the Limagne varl' few 
young men devote themselves to the religious profession. It is 
from the mountains they come. Half the clergy of the diocese 
come from the arrondissement of Ambert.' 

A few weeks ago, I happened myself to sit beside Ii party of 
priests at dinner, and learned tha.t four out or the six were born 
in the Auvergne mountains, which likewise contribute largely 
to recruit the convents with nuns. M. Bonnet, being asked 
whether the mountain families do not induce the daughters to 
take religious vows, in order to prevent the partition of the 
family estate, replied, 'To that I answer in the affirmative. 
The parents, in consequence of the piety which reigna in ,the 
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mountains, are not SOlTY to see their daughters embrace the 
religious profession, and at the same time to see the family 
property thereby less divided. In general, the eldest son 
remains at home, and the father frequently leaves to him the 
pll.rt disposable by will. And when a daughter enters a convent, 
if the portion she brings to it does not absorb her share in the 
inheritance, she on her side usually' makes her will in favour of 
the already favoured brother! 

Thus in the Auvergne mountains at this day, 'the younger 
brother sinks into the priest,' just as Sir Henry Maine describes 
him as doing under the influence of primogeniture in feudal 
sooiety. The daughter, too, enters the convent just as she did 
in the middle ages, and from the same causes which actuated 
her then-family sentiment and male primogeniture on the one 
liand, and' the piety which reigns in !he mountains' on the other 
hand, which is, in fact, a survival of medimval piety, preserved 
by certain conditions of life and environment. A reason, it is 
true, sometimes assigned for the number of young women who 
beoome nuns in the department of the Puy-de-Dome is that 
there are no girls' 80hools in the mountains; the daughters of 
parents who can afford it are, therefore, sent t() convents to be 
educated, and the eduoation they receive both unfits them and 
gives them a distaste for the rude life of a mountain farmhouse. 
They learn to make lace and embroidery, but not to mend 
stockings or to make butter or cheese. It is, neverlhless, 
undisputed that religious feeling and family ideas fill the chief 
plaoe among the motives which lead both the daughters to take 
vows, and the younger sons'to become priests. 

I have nowhere met with any attempt to traoe to their 
ultimate causes the curious social phenomena just described; 
but one may, I think, point with certainty to the difference of 
environment and conditions of life in the mountain and in the 
plain, as the source of the superior force of religion, family 
feeling, and ~cient usage in the fOl'lllerr On its moral and 
Bocial side, the contrast between mountain· and plain is the 
contrast between the old world and the new; between the 
cu§toms, thoughts, and feelings of ancient and modern times. 

'. 
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The principal sources of ohange and innovati9n in the plain
towns, manufactures, trade, easy' communication with distQ.nt 
places, variety of occupation and manner of life-are inoperative 
in the mountains. Even in summer, the mountain lies aloof 
from the town and its life, communication between them is 
tedious for people on foot; the country carts are of the most 
primitive make, and drawn by'slow oxen or cows. Where a 
heavy load has to be brought up hill on the best roads in the 
department, for instance, from Clermont towards Mont Dore, I 
have seen six horsell yoked in a curious order to draw it-first 
one wheeler, then two abreast, with three leaders in tandem. 
In winter the whole mountain region is under snow, the roaUs 
are often impassable, and the members of the mountain family 
are shut up together with their dumb companions, the cattle. 
Then the life oC the mountain pastoral farmer is the same from 
father to son, and from age to age; the whole neighbourhood, 
too, follows the same occupation, and leads the same life, so that 
there is a. surrounding mass of uniform and primitive usage and 
thought. But the family is the earliest of social bonds, and it 
is by studying it as it survives in places snch as the Auvergne 
mountains, that we can best realize something of the force of 
that ancient bond, and something of the nature of the sentiments 
which led to the patriarchal authority of the elder brother on 
the one hand, and the conservation of the family property under 
his guardianship and control on the other. Sir Henry Maine 
ca.Jls the origin of primogeniture, as 'affecting the devolution of 
land in the middle ages, one of the most difficult probleIDS pf 
historical jurisprudence; and it has a peculiar difficulty in 
England to which he has not referred. How was it that during 
a period when society was decidedly becoming more orderly, and 
patriarchal rule was giving place to regular government, t]16 

division.of socage lands among all the sons was superseded by 
primogeniture, the principle already established in the case of 
land held in military tenure? A tendency to uniformity iu the 
law, produced by the institution of itinerant royal courts, and 
the bias of the judges, contributed probably to the change; but 
something more is required to explain it. The courts procoodOO 
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to make custom, instead of the old law of gavelkind, determine 
the succession to socage lands; but the question follows, how did 
a custom come into existence contrary to the old law, and to the 
apparent interest of the majority of the family? And the 
existenoe at this day, in the Auve:r;gne mountains, of a. custom 
direotly opposed to the positive law of the land helps us to 
understand how the' English courts were supported by family 
feeling in assuming 0. custom of primogeniture contrary to the 
old law of division. 

The foroe of religious feeling, 'the piety which reigns in 
the mountains,' as M. Bonnet calls it in a passage cited above, 
has its root, doubtless, partly in the same conservation of 
anoient sentiment, thought. and belieff whioh gives the family 
property to one Bon, partly in other ide~s and feelings gene. 
rated by the conditions of mountain life. As the .difference 
between the mountain and plain is a. phase of the differenoe 
between the old world and the new, so is it a phase of the 
difference between country and town. The mountain is, as it 
were, the country in its rudest primitive form, while the plain 
is, as it were, a great suburb of the towns it contains and has 
continual interoourse with. The petit proprieiaire in the 
Limagne has the money-making spirit as strongly developed 
as the town tradesman; sometimes he himself lives in the 
town, and in any case he has frequent transaotions of buying, 
selling, and other relations with it: But the money-making 
and oommeroial spirit evidently tends to individualism, and to 
the disintegration of the family; and it has ever been' found 
also to foster a. secular spirit and repugnanoe to saoerdotal 
dominion. In towns, moreover, and also (though in a ~aller 
degree) in the surrounding plain, men see chiefly the power 
of man, and unoonsoiously gather confidenoe from their own 
numbers against both the powers of nature, whioh are supreme 
in the mountain, and those supernatural powers which the 
powers of nature suggest to rude minds. The difference be
tween the foroe of religious sentiment and reverenoe for the 
clergy in town and country in Oatholio countries is striking. 
One has but to look at the way. in which a Flanders priest is 
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saluted in the streets of Ghent, for instanoe, and at some miles" 
distanoe in the oountry, for evidence of the opposite influence in 
this respect of town and country life. At Clermont·Ferrand, the 
respectable working.man oommonly holds aloof from the clergy, 
declines their aid, even wheJJ in need, and is averse from join
ing societies lor the mutual benefit of the members, because th& 
clergy take 0. 'part in their management. Indications or th& 
prevailing disposition in that town towards ecclesiastical au
thority have repeatedly come under my notice. One day. 
last September, I was reading a newspllI,er in a cafe, when an 
old woman going by observed in the most sarcastio manner 
and tone in reference to a person beside me, • Ce monsiour 
appartient Ii Monseigneur l'Ev~que, puisqu'il 0.. achete Ill. 
Gazette d' Auvergne.' Pointing to another person, she con
tinued, • Ce monsieur.Jil appartient Il. Monsieur Ie Pre£et, 
puisqu'il & aohet6 Ie Journal du Puy-de-Dome.' Then seeiD:; 
both journals in my hand, 'Voila un monsieur qui a achcte 
tous les deux. n ne sait . pas encore Il qui al'partenir. C'!lst 
une question diflioile.' No old woman in the mountains of eo 
diooese whioh draws hall its olergy from their youth could 
have spoken with such levity of an episcopal dignitary. Th& 
persistence in the Anvergne mountains of ancient ideas and 
feelingll on suoh subjeots as both the clergy and family 
property, notwithstanding that thousands of their peasants 
spend half the year in large towns, affords an instructive 
example, on the one hand, of the profound inflllence of physi
cal geography on the mental constitution of man, and tho
history of the different branches of the race, and, on the ('ther 
hand, of the operation of laws of human nature and motivell 
to human conduct, powerfully affecting the economic struc
ture of society, the division of occupa.tions, the amount and 
the distribution of wealth, which are absolutely ignored in 
what still passell with some professed economists for a scieDco 
of wealth. 

Among the Jpost active agencies in the town which rarely 
reach the mountains in Auvergne is the newspaper, the in
iluence of which at Clermont-Ferrand I have heard ecclelli-
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astios deplore, although they themselves employ it to the
utmost of their power. Arthur Young tells that he could not 
find a single- newspaper in a cafe in that town in the au~umn 
of 1789, though the air was alive with revolutionary rumours. 
In the autumn of 1874 he might have found half-a-dozen in 
anyone of several cafes, besides having them pressed npon him 
by newsvendors incessantly passing by. The local journals. 
are not sparing of rhetoric, or lacking in party spirit. The 
number of the journal which the old woman called the organ 
of Monseigneur l'Ev~que, contained a furious artiole against 
radioalism, of whioh the following passage is a specimen :-' The
radioal lives on hatred. Irritated against authority, irritated 
against sooiety, irritated against God, he hates everything, he 
hates even himself. Hatred devours him, and hatred supports 
him. To glut his hatred he would give his life, and he wishes. 
to live only to glut it. He breeds, imbibes, and feeds on hatred; 
and, like the garment of Nessue, it burns him, being in that 
respeot an antioipation of eternity.' If the Auvergne radioal is. 
a good hater, it seems that the Auvergne ecclesiastio is 80 too. 
M. de Lavergne, speaking of the immense subdivision of landed 
property in' the Limagne since F89, and the vast increase in 
the number of spade-oultivators, remarks in his' Rural Eoonomy 
of Franoe' that the prevalence of such severe manual labour 
has a tendenoy to produoe' rough and violent manners. Suoh 
manners certainly are sometimes exhibited in the Limagne, but 
not by spade-oultivators only. 

The minute subdivision of land during the last twenty-five 
years in the Limagne, whatever may be its tendencies for good 
or for evil in manners and other respects, assuredly oannot be 
ascribed to over-population, onoe regarded in England as the
inevitable consequence of the French law of suooession. It is 
true that between 1789 and the middle of this oentury t1& 
population of the Puy-do-Dome inoreased, as M. de Lavergne 
says, from 400,000 to 600,000.'" Bnt later statistics supplied to 
me by M. Adolphe F. de Fontpertuis, an economist well known 

it E.onom;' Rflraie de III FrtmC6, 4me ed., p. 364. 
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to English readers of the 'Economiste Fran~ll.is' and the 
« J ourna! des Economistes,' exhibit an opposite ruovement-

1861. 1868. 1872. 
Population of the Puy.de-Dvme,. 601,694 671,690 066,463 

And the Report of the 'Enqu~te Agricole' on the department 
states, 'All the witnesses have deolared that one of the principal 
causes of the diminution of the population is the diminution of 
()hildren in families. . Each family usually wishes for only one 
()hild; and when there are two, it is the result of a mistake 
(une erreur), Oi" tha.t, having had a daughter first, they desire t.o 
have a son.' A poor woman near Royat, to ",·hom I put some 
questions respeoting wages and prices, asked whether my wife 
and children were there, or at one of the other watering
places, and seemed greatly surprised that I had neither. She 
thought an English tourist must be rioh enough to have several 
children; but when asked how many she had herself, she an
swered with a significant smile, 'One lad; that's quite enough.' 

Our conversation. on the point was as follows :
, V otre dame et vos enfants, sont i1s a Boyat?' 
'Non.' 
, Ou dono? a Mont Dore ? ' 
'Moi, je n'ai ni enfants ni femme.' 
, Quoi J Pas encore! 1 ' 
, Et vous, combien d' enfanfs avez-vous P , 
, Un gars; c' est bien assez. N ous sommes pau wes, mWs 

vous etes riche. Cela fait une petite difierence.' 
If over-population gives rise to tremendous problems in 

India, the decline in the number of children in France seems 
almost equa.lly serious. If two children only are born to each 
married couple, a population must decline, because a consider
able number will not reach maturity. If only one child be born 
to each pair, a na.tion must rapidly become extinct. The French 
law of succession is producing exactly the opposite eiiclCt to what 
was predicted in this country. Had parents in France compMe 
testamentary power, there would not he the same reason for 
limiting the number of children. Y. Leon Isoot, accordingly, 
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in his evidenoe on this subjeot before the 'EnquHe Agrioole ' 
on the Puy-de-Dome, said, • Th,e number of births in families 
has diminished one-half. We must oome to liberty of testation. 
In oountries like England, where testamentary liberty exists, 
families have more ohildren.' 

Whatever may be thought of the change whioh is taking 
place in Franoe in respeot of the numbers of the population, there 
is,one ohange of which no other country has equal reason to be 
proud. Its agrioultural population before th,e Revqlution was 
in the last extremity of poverty and misery, their normal condi
tion was half-starvation; they could soarcely be said to be clothed, 
their appearance in many plaoes was hardly human. No 
other country in Europe, taken as a whole, can now show upon 
the whole so comfortable, happy, prosperous, and respectable a 
peasantry. The persons examined before the • Enquete Agricole' 
on the Puy-ds-Dome, a department with many disadvantages 
of situation and climate, grumbled about many -'things, as 
landowners and farmers universally do; but they were unani. 
mous on the point that the peasantry and labouring class 
were 'better fed, better clothed, and better lodged' than a 
generation ago; and in all these respects a visible impr9vement 
has taken place; even wi~hin the last ten years. You still, it is 
true, often see boys' and girls in the Puy-de-Dome without 
shoes and stockings, but rarely ever otherwise than comfortably 
clad in all other respects. The absence of shoes and s'tockings 
is a sign, not of poverty, but of the retention of ancient 
custom. In the north of Ireland it is still not uncommon to 
see girls on the road in a smart dress and bonnet, and holding 
a parasol over their heads, with their shoes not o~ their feet, 
but in their hands, And in a good many parts of the south of 
France a century has made no great ohange sinoe Adam Smith 
\';rote, • 'Custom has rendered leather shoes a necessary of life 
in England. '-rhe poorest person of either sex would be 
ashamed to appear in publio without them. In Scotland, 
custom has rE1ndered them a necessary of life to the lowest 
order'ormen, but not ,to the same order of women, who may, 
without any discredit, walk about barefooted.. In France, they 
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are necessaries neither to men nor to women; the lowest ranks 
of both sexcs appearing there publicly, without any discredit, 
sometimes in woodcn shoes, and sometimes barefooted.' That 
it is no discredit either to boys and girls in the Pny-de-Dome to 
go barefooted, and, on the other hand, that modern fashion is 
beginning to creep even into the mountain villages, I saw 
evidence the other day in the village of La Tour d' Auvergne. 
where children smartly chau8ses in the latest style were playing 
with othe~ without shoes or stockings. The Auvergno 
children, one may observe, do play; they are not, like the 
children in Swiss villages, serious little old meu and women, 
too busy and grave for-laughter or play. L"hildren and adults 
alike in Auvergne seem for the most part in Iude health, though 
in the mountains they may sometimes owe more to the air 
than to the food, and in some villages cretins are still to be 
seen-a consequence, doubtless, of the filthy condition of the 
cottages within and without. The horrid malady of cretinisme 
has lately been driven from some Swiss valleys by an improve
ment of the houses. In the Puy-de-Dame this autumn I saw 
many instances of a change which is the sure precursor of an 
elevation of the standard of habitation, namely, the substitution 
of tiled for thatched roofs. One hears peoJlle say there, indeed, 
that this change is no improvement; that the thatch is not 
only cheaper, but warmer in winter, and oooler in summer. It 
is, howevcr, a source of constant danger from fire to the whole 
village; aud in every country in western Europe the change 
from the straw roof to tiles or slates is found to be acoompauied 
by material progress. M. L. Nada.ud puts into the mouth of 
an interlocutor in his 'Voyage en Auvergne,' , You will never 
make of an Auvergne village a Flemish village. -Climates form 
the habits and tastes! Climate certainly plays a great part 
in determining the economio condition of mankind; and ita 
agency, along with other physical influences, has been too 
generally overlooked by economists in their eagcrnese to 
explain the whole economy elf. society by reference to the 
Bingle assumption of a desire of every one to obtain additional 
wealth. But climate did not make the Flemish village. It 
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grew up by degrees in the middle ages out of liberty, manu-, 
factures, and markets for village produotions. And the fact 
that the Auvergne villager is beginning to roof his dwelling 
with tiles from another provinoe shows that liberty' and 
fa.cilities for trade may yet make a. Flemish villa.ge of the 
Auvergne one. Even of the remote and mountainous Cantal, 
Y. de Lavergne said several years ago, 'The discoveries of 
modern civilization have been long unknown in Upper 
Auvergne; its towns ar~ but rude villages, and its rustio 
dwellings have but too often the repulsive aspect of extreme 
poverty, yet competence and comfort are making their way into 
them by degrees.' ' 

A general rise of wages has taken place in Auvergne in the 
last fiftee:q years, but the rise has been very unequal. The 
demand for labour has inoreased much more in some communes 
than in others, and, on the other han'd, the supply is much 
scantier in some than elsewhere. • In one commune,' says the 
Report of the • Enqu~te Agricole,' • there are but four labourers; 
~veryone therefore fights for them, and when they work for one 
~mployer, it is impossible for the others to get their work done.' 
At Saint-Maude, near lssoire, Y. de Saint-Maude stated to the 
()ommission that it. was out of the power of large proprietors t~ere 
to farm their own land, on aooount of the soarcity of labour and 
its extravagant price. • The prioe of a day's labour is from 
4 to 5 franos, and a meal besides, with wine. Wages have more 
than doubled since 1852. Women, above all, have seen their 
wages trebled.'· In another place, however, the rate was shown 
to be only 1 fro 25 cents. in winter, and 2 fr., with food, in 
summer; and in a third, 1 fro 50 cents., without food, during the 
greatest part of the year, with 1 fro 25 cents., and food, in harvest. 
In the autumn of the present year, after the harvest, I found 
3 franos a.-day the rate in several parts of the Limagne, and 
a person from Normandy, who was present when I made some 
inquiries on the· subjeot, remarked that this was more than is 
paid in that wealthy province-;-a. statement quite in conformity 

• E"lJults Agrieo/e, PUII-de-Ddme, p. 296. 
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with M. Viotor Bonnet's statistics.· The assertion of M. de 
Saint-Maude respecting the rise of women's wages is likewise in 
accordance with & statement of & high authority on Frenoh 
eoonomics, M. Paul Leroy-Beaulieu, that the pay of women 
for agricultural labour has risen more than that of men in reoent 
years-a fact, he adds, only to be rejoioed at, women having 
formerly been much underpaid in comparison with men. With 
respeot to the relative mcvement in reoent years of agricultural 
and town wages in Auvergne, the following figures are taken 
from some unpublish~d statistics, which Mr. Somerset Beaumont, 
late M. P. for Wakefield, collected at the olose of last year, 
showing the comparative rates in agrioulture and several other 
employments in 1868 and 1873, at Clermont-Ferrand and in its 
neighbourhood:--

I 1868 • I 1873. . 
Jr. ,. fro ,. 

Agricultural Wages, per {During the harvest, · 3 11 4 a 
~em, withou.t food, In ordinary .eaaons, · 2 2. 2 60 

Masons, . · · . · II 0 3 60 
Carpenters, . · · · 3 0 4 60 
Joiners, . · . # 3 0 a 60 
Locksmiths, . · a 25 3 60 
Servants, per annum-Men, 300 a 400 0 

" .. Women, · . · 150 0 200 0 

The reader will observe that these variations are by no means 
in harmony with the old assumption of abstract political 
eoonomy, that the diversity of wages in different employments 
corresponds to diversities in the nature ot the wcrk; 8.8 though 
all the poor workmen throughout every country could know 
exactly all the differences of wages and work in all occupations, 
and choose their own trade accordingly. The wages of carpen~ 

-tars at Clermont were lower in 1868 than those of locksmiths; 

• See Essay, • Agricultural Wages in Europe,' IfIt'No p. 368. 
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in 1873 they were much higher, and were 80, not because the 
nature of either employment had changed, but simply for the
same reason that agricultural wages had risen in some oommunes 
muoh mox:e than in others, namely, that the looal oonditions of 
demand and supply had ohanged. 

Among oauses both of a rise and of looal inequalities in 
wages, prices, and the cost of livi!lg in Auvergne are its 
watering-places, Royat, Mont Dore, and La Bourboule, whioh 
may be classed together as oonstituting a third sooial and 
economio region. Auvergne, as already said, is a land of 
oontrasts, and the oontrast whioh this third region presents to 
the two others already described is worth notice, not only 
as contributing to a description of the provinoe, but also as 
illustrating the influenoe of looal physical conditions on soo~al 
phenomena, and exemplifying the causes whioh produoe distinot 
types of human life, oharaoter, and pursuit. • 

One differenoe which strikes the eye at onoe between the 
watering-place and the two other regions is, that while the 
latter display dissimilar social and. eoonomic features, yet those 
features are in both cases indigenous; it is the Auvergnat you 
see, unlike as he appears in mountain and plain. But the 
watering-place, though in Auvergne, is not of it, socially 
speaking. You find yourself, on entering it, among Frenchmen 
from every part of France, exoept the province in which it is 
situated; its chief social phenomena. are exotic, not native. 
The only pervading type of character here is also altogether 
unlike the types whioh the two other regions develop. The 
representative man of the Limagne is the spade-husbandman, 
wringing the uttermost farthing from his little property; the 
patriarohal head of the pastoral household, the priest, the nun, 
the emigrant labourer, are the representatives of the mountain, 
But in the watering-plaoe, the only representative charaoter is 
the invalid; the people round you differ in every respect but 
one, that they are almost all seeking the cure of some malady. 
In the mountain, fa.mily sentiment, religion, anoient usage, are 
the dominant principles; in the rich agricultural plain, the 
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paramQunt object is to make money wherewith £0 buy land; 
at Royat, Mont Dore, and Bourboule the dominant motive 
which determines the occupations of producers and the dcmand 
of consumers is the desire, not of wealth, but of health. But 
this desire brings wealth to the watering-place, which thereby 
becomes a monetary region in which the cost of living is higllcr 
tha.v. in other parts of the province, and is 80 in conformity 
with the main principle governing the diffusion of m.oney 
and the movements of prices. The general principle traceaLle 
throughout the immense monetary changes of our time-one 
which the assumption that wages and profits are equalized by 
competition has led not a lew economists to miss-is that the 
distribution of the increased currency of the world has followed 
the path of local progreBB, and of the development of local 
resources or advantages, of whatever kind. Superior local 
advantages for I!lanu/actnres and trade in one place, for 
scenery or amusement in another, for the cure of disease in a 
third, cause a relatively large influx of money, and send up the 
prices of labour and important commodities above the rates 
prevailing in places making inferior progress, or offering no 
special attraction to money. Only one classification, as already 
said, fits the majority of the visitors to the watering-places of 
Auvergne, namely, that they are for the most part invalids; but 
whatever they are, and however they spend their lives, they spend 
here in the mass a great sum of money at hotels, and on baths, 
-carriages, saddle-horses, sedan-chairs, shops, the casino, &c.; 
and as their numbers yearly increase, local prices rise. Not 
many years ago, Royat, Mont Dore, and BourbouJe·were three· 
villages of no reputation, with village prices. Bonrboule, in 
particular, was then a mere hamlet of the meanest order; 
now the visitor forgets the old hamlet in a cluster of new 
hotels, and villas, with rows of smart little shops, "'hi(h 
disappear at the close of the season. Bonrboule was mentioned 
in guide-books not long ago as having from seventy to eighty 
visitors in the season; this autumn it had several' thousands, 
most of whom remained for several weeks: There were mambal1S 

~ 
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()f the National Assembly, authors, oountry gentlemen, Parisians, 
provincial townspeople, military men, eoclesiastics, besides a 
multitude of nondesoript young gentlemen and ladies. Eminent 
above all was a 'writer of European fame, M. Leonoe de 
Lavergne, espeoially entitled to mention here, not only as 
having desoribed the rural eoonomy of both the Limagne and 
the mountains of Auvergne, but also as having foretold the 
growth of its watering-places in one of the celebrated works by 
whioh he is best known to most English readers, 'VEconomie 
Rurale de lao France.' In his own oountry he ha.s long held a. 
high place, both in the world of letters and in the political 
world, having formerly occupied a. oonsiderable post iI]. M. 
Guizot's government, and being now one of the most influential 
and respected members of the N atiena! Assembly, although the 
infirmity of his health has prevented his taking a. oonspiouous 
part in its publio prooeedings. His presence at Bourboule this 
autumn may be instanced as an example of the operation of the 
physical causes which are giving bpth .wealth and celebrity to 
places formerly as poor as unknown, and ohanging the sca.Ie of 
prices in proportion. The oharge for pension this autumn at 
Boui-boule was from twelve to fifteen francs a-day, according 
to the length of the stay-a rate, perhaps, not immoderate, 
considering that it included wine, but one which would have 

• seemed inoredible a few years ago. At Clermont-Ferrand, 
the passing and unoovenanted stranger still pays only four 
francs for an excellent dinner in the principal hotels, with 
win~ and fruit unlimited. Clermont, indeed, with the other 
(lhief towns of the Puy-de-Dome, might fairly be olassed 
together as oonstituting a fourth region with distinct social 
and eoonomio phenomena: one- indication of this being that, 
close aA are the oommercial and other relations between the 
towns of the Limagne and the surrounding plain, the villagers 
in the latter generally regard the townspeople with a feeling 

. approaching -to hostility. It was, however, the aim of this 
essay to sketch only some of the most striking and distinctive 
sooial and eoonomio features of a provinoe a8 yet little known 
in thoSQ respeots in England; and its towns, though not w~th. 

2F 
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out peouliar characteristics, seem hardly to call for a special 
description. The sketch which has been given of the phenomena 
of the rest of the province may suffice to illustrate the import.. 
aDce of taking account, in economio investigations, of physical 
geography and environment, and the necessary fallaciousnesl 
of a theory which professes to aacount for the division of labour 
in every country, the amount and distrihution of its wealth, and 
the movements of money aDd prices, by deductions from the 
principle of peouniary interest. 

What do we learn respeoting the real division of employ
ments in Auvergne, the motives which determine it, the 
distribution of landed property and other wealth, the soale of 
'Wages and prices, from the assumption that every individual 
pursues his pecuniary interest to the uttermost P Is it simply 
the desire of pecuniary gain which makes one Auvergnat a. 
porter at Lyons, another a. priest at Clermont, and the sisters 
of both perhaps nuns, while an elder brother of each has the 
whole family property r .In one only of the three regions 
described is pecuniary interest the dominant principle; and 
even in that region thex:e are inequalities of wages and profits, 
with other economic phenomena utterly at variance with doo
trines which, by a curious combination of blunders, bave 
been called by some writers 'economio laws.' The faith of 8. 

school of English economists removes mountains. In France, 
where labour moves from place to place, and from agriculture 
to other employments, much more freely than in England, 
mountains certainly do not prevent the migration of labour. 
Yet even in France the migration by no meaDS takes place on 
suoh a seale, or with such faoility, as nearly to equalize wages; 
and in the places from which it is greatest, the department of 
the Creuse and the province of Auvergne. the main cause is 
not peouniary interest. The younger brother in Auvergne 
goes from his home to a distaDt city in obedience to traditional 
family sentiments; aDd the peasant goes from the Creuse to 
Paris as a mason, not because he has calculated the difference 
of earnings in the two places, aDd in different employments (for 
he could make more in many cases by remaining at home), 
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but beoause his father went to Paris before him, and his 
comrades do so around him. The relation of the economic 
phenomena of sooiety to its moral, intelleotual, and political 
condition is undreamt of by the old sohool of eoonomists. 
Even in the case of men, it is manifestly vain to look for an 
explanation of the causes whioh determine the economio 
condition either of individuals or of classes, without reference 
to laws, oustoms, moral and religious sentiment; how much 
more is it so in the oase of women II Let me adduoe one 
instanoe, showing how, even ill the smallest details, the 
economio structure of society, as regards the ocoupations and 
earnings of women, is inB.uenced by moral and other oauses, 
quite apart from individual pecuniary interest. At a. hotel 
in Clermont-Ferrand, itt whioh, as is oommonly the case in 
large French hotels, a man does the work of hou~emaid. a 
Swiss visitor remarked to me lately, that you will rarely find 
perfect cleanliness and neatness where suoh is the oase; yet in 
France, he added, 'it i!l a necessary evil. A young or good
looking housemaid has no chanoe of keeping her character 
in a. French hotel; in Switzerland she is as safe as in a. 
churoh.' I answered that possibly she might be as safe in 
the mountains of Auvergne as of Switzerland; for climate 
is oertainly one of the oauses which produce a difference in 
this respect between French and Swiss morals. Other causes, 
too, might be assigned, but I refer here to the moral difference 
in question only as ex.hibiting the inB.uence of moral causes on 
the economio structure of sooiety down to the minutest details. 
, There is another subjeot on whioh the social and economio 

phenomena ,of Auvergne may be seen to throw considerable 
light,.namely, the mode in which diversities of human oharaoter 
and life are produoed, and the real origin of differences of 
national character, customs, and condition, whioh are vulgarly 
attributed to differenoe of race-that is to say, to ancestral 
and inherited differences of physical and mental constitution. 
Greater differences of human life, motive, and pursuit are to 
be found in ps.rts of the province of Auvergne, a few miles 
from each other--in adjacent distriots of mountain and plain, 
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for example-than some whioh are often pointed to between 
Frenohman and Englishman as the oonsequenoes of an original 
differenoe of raoe. The people of every country like to be ~ld 
that they possess an inherent superiority to every olher, and 
the dootrine of raoe flatters every raoe and every nation. The 
Englishman, the Frenohman, the German, the Spaniard, the 
Jew, o.bove all the Chinaman, each thinks himself of a superior 
l'ace. When we desoend from nations to smaller divisions 
of mankind, to provinoes for example, the same olaim is oom
monly set np by eaoh to superiority over the other divisions. 
An Auvergnat lately asked me if I did not observe that, the 
Auvergnats were a finer and more vigorous raoe than tho rost 
of Frenohmen, and the question reminded me that 'a. Comtois 
onoe asked me the very same question in favour of the mon 
of his own provinoe, la Franche Comte. . Divide provinoos 
into departments or oounties, and one finds that county priole 
can soar quite as high as provincial or national pride. Descend 
further from counties to yet smaller divisions, to villages 
for instance, and you will find neighbouring villages in Ger
many with a profound oontempt for each other, and an exalted 
oonsciousness of their own hereditary superiority. Take still 
minuter groups, and you may discover in every country man'y 
thousands of families, in aU ranks of life, the members of 
each of which believe that they come of a better stock, and 
possess finer natural qualities than their neighbours. From the 
family come down to the individual, and the real root of the 
popular doctrine o~ race ill all its forms is reached, being no 
other than individual conoeit. The dootrine of raoe not only 
does not solve the problems whioh reany arise respecting 
national diversities of character,' career, and condition, but 
prevents those problems from being even raised. And it is 
impossible to aoquit a. dogmatic school of economists of all 
blame in respeot of the ignorance of ascertainable causes of 
social diversities which the vulgar theory of race exhibit.. 
The method of abstract reasoning from crude assumption, in 
place of careful investigation of economic phenomena and their 
causes, has prevented the discovery of a mailS oC evidence 
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respecting the real origin of difl'erences in the aims, qualities, 
and ciroumstances of mankind in different countries and 
situations, such as the mountain and the plain of Auvergne, 
for eiample, upon which a true theory of the oauses of the 
diversities commonly attributed to race, might have been 
built. 

THE END. 

/'nit.." ..,. POJrfSONBY AND "JSLDRICK. Dw6l1f'. 
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