


CHAPTER III 

COMPETITION AND MONOPOLY IN TRANSPORT 

1. The interpermeation of competition and monopoly, III, m, I. 

illustrated by the simple case of traffic at a small ferry. 

Man can create thought: but he can only move matter, 
rpadJuat it and bring it into position for being affected by 
Nature's chemical and vitalizing influences: there is indeed a 
large element of simple transport in mining, forestry and even 
some manufacturing industries1• But yet the "transport" 
induatnes, which undertake nothing more than the mere move
ment of persons and things from one place to another, have 
constituted one of the most important activities of man in every 
stage of advanced civilization. 

Transport is a common need of nearly all persons and nearly 
all gooQ.s. Speaking generally, each transport agency can carry 
almost anythmg in Its special are~; and It thus drlters from 
a cotton spinning mill, the plant of which cannot be used as 
a whole for any other purpose than its own. But much of 
the plant of an engineering establishment often takes part in 
the making of hundreds of various products. No doubt there 
is much variety in the handling appropriate to them: but a 
similar variety is often met in the handlmg for transport of 
varIous things; as, for instance, human beings and live animals; 
coal and gold; lumber and perishable fruit. Thus the services 
rendered by transport agencies are so much more uniform in 
character than those rendered by most other industries, that 
the varying relations of monopoly and competition can be traced 
in them, with 'less interminglmg of technical considerations 
peculiar to them than in the case of any other great group of 

l See above, n. I, So 
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Man can create thought: but he can only move matter, 
readjust it and bring it into position for being affected by 
Nature's chemical and vitalizing influences: there is indeed a 
large element of simple transport in mining, forestry and even 
some manufacturmg industries1• But yet the "transport" 
industries, which undertake nothing more than the mere move
ment of persons and things from one place to another, have 
constituted one of the most important activities of man in every 
stage of advanced civilization. 

Transport is a common need of nearly all persons and nearly 
all goods. Speaking generally, each transport agency can carry 
almost anything in its special area; and it thus differs from 
a cotton spinning mill, the plant of which cannot be used as 
a whole for any other purpose than its own. But much of 
the plant of an engineering establishment often takes part in 
the making of hundreds of various products. No doubt there 
is much variety in the handlmg approprtate to them: but a 
similar variety is often met in the handlmg for transport of 
various thIngs; as, for instance, human beings and live animals; 
coal and gold; lumber and perishable fruit. Thus the services 
rendered by transport agencles are so much more uniform in 
character than those rendered by most other industries, that 
the varying relations of monopoly and competition can be traced 
in them, with 'less intermmglmg of technical considerations 
pecuhar to them than in the case of any other great group of 

1 See above, n, I, 2. 
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III, m, 1. industries. They are therefore used to set the keynote of the 
present Book. 

As was indICated at the beginning of this Book, the most 
promment instance of the interpermeatlOn of competition and 
monopoly m the modem 'World is to be founu in raIlwa.y traffic. 
But the advantages which a railway company derives from 
the exclusive occupatIon of a great thoroughfare have very 
httle counterpart ill other mdustrles. Accordmgly it is best to 
start with mdustnes of transport on open ways by land and 
water: for competitlOn penetrates into them further than mto 
the railway industry. 

The main outlines of the problema of transport are presented 
in theIr SImplest form in the case of a small ferry. For the 
journey being short, the same boat generally carries passengers 
and all manner of goods. there is no occasion to make special 
proviSIOn for things that need to travel qUlckly, or reqUIre 
careful packmg or tending. Thus the ferry dIffers WIdely from 
a shippmg hne and a railway but yet Its management some
times !alses lS~ue~, WhICh are prominent in railway literature. 

For mstanee, a ferry-boat wIth only half It3 complement of 
passengel'S could take a few more without appreCIable cost 
When therefore we say that free competItIOn among ferry-boats, 
where there is no monopoly, tends to make the charges equal to 
the cost of servICe, what we mean is that it tends so to adjust 
the supply of ferry-boats and their charges to demand, that the 
earrungs of a boat gIve normal remuneration to the capItal and 
labour invested in it: competitIon adJusts charges, not to the 
cost of carrymg any partICular passenger, but to the whole 
process of ferrymg for goods and passengers alIke. 

If the boats carrIed only passengers, each passenger might 
faIrly be said to have cost the annual expenses (mcluding profits 
and depreCIation) of workmg a ferry-boat, diVIded by the number 
of passengers carrIed in the year. Tills 18 a SImple instance of 
the general propOSItIOn that the cost of production, with wInch 
economIC SCIence is concerned, is bcamf'ly ever that of a single 
unit; it is nearly always that of a whole process. The cost of 
a partIcular copy of a book or a partlCular Ice, lIke that of earry
ing a particular passenger on such a ferry, must be inferreq from 
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bhe cost of the whole production. A book left on the publIsher's I1I,Ill,1. 

hands, or an ice which a vendor takes home on a hot day, 
wrresponds to a vacant place in a ferry-boat or a railway train' 
the prices of those things which are marketed must cover the 
costs of productIon of those which are not marketed. The fact 
that a tram can carry an additional passenger WIthout appreci-
able cost to it, has sometimes been alleged as 8 distinctive feature 
of the railway mdustry: hut It IS only a strong instance of a 
gcneral rule. 

Agam, on the ferry-boat, as on thc r,iilway, there IS no simple 
rule for dlvlding out the costs between passengers and goods. 
If the space OCCUPied by cargo could not ill any case have 
accommodated passengers, the division would, for the tmIe, be 
arbitrary. But the structure of a boat can often be so modified 
all to change the proportIOns of the accommodatIOn which It 
offers for pasSllngers and cargo' and then the additional cost 
reqUlred for constructing and workrng a boat to carry rather lesl! 
cargo and rather more passengers, or vice versa, affords the basls 
on which free competitlOn could diVIde out cost and charges In 

the long run between the two kinds of traffic. In such matters 
the tendency to experIment, which is innate III human nature, 
WIll sometunes try vanoua arrangements but more often there 
IS an mert acqUIescence in a traditional shape of boat and a 
traditIOnal dlstnbution of charges 

If all the ferry-boats connecting an island with the mainland 
are in the hands of a single owner, WIth absolute permanent 
monopoly, unfettered by. any regulations, Ius charges may 
probably be adjusted to "what the traffic WIll bear," ill the sense 
of yielding the maXImum monopoly revenue. But he may be in 
some measure inftuenced by consideratIOns other than those 
of immediate gain: and III the extreme case III whlCh the Island 
belongs to hIm, he may reflect that charges, whICh appreciably 
dlml~lshed its attractIOns for residence and for busllless, would 
so retard the growth of populatIOn and the investment of capital 
in It, that he would lose in rents of agricultural and urban Land, 
and in other ways, more than he gained from high charges for 
the ferry (He may thereforc lower hiS charges a long way towarfl. 
those whICh would afford the maximum total benefit: that IS 'ufie 
sum of the net benefits which he derives directly' from tht' lerry i 

',-5 
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III, Ill, 2. together with those derived by the islanders from the journeys 
which they would take, and from the business which they would 
carry out if the ferry charges were low, but which they would 
forego if the charges were high.) If he owned only II part of the 
land, he would not, as a matter of business, lower his rates very 
far: he might howe,ier adopt II "Compromise" set of rates, 
lower ,than pure monopoly rates, but higher than those which he 
would adopt if he regarded his own interest as substantially one 
with that of the islanders. 

2. On the open high road some kinds of tlYlffi,C show 
traces of monopoly, and of the arbitrary distribution of 
general costs: but competition keeps the chargesfof' the main 
bulk of heavy traffic close to its actual costs. 

The problems of B carrier on a route, which ofters insufficient 
employment for more than a single cart, resemble those of II 

ferryman in hke case. So long as he does not set his charges 
so high as to invite competition, he has a partlal monopoly; and 
he may put a rather high charge on any service, which is desired 
by people who can aftord to pay well, and have no convenient 
alternative: though those servlCes, which farmers and well-to-do 
people can discharge easily for themselves, will not bear II high 
rate. 

More interesting are the problems of services by coaches, 
working with fixed time tables, and carrying mails, passengers 
and light parcels. Their equipment involves large expense, and 
many journeys that hardly pay prime costs; and, partly for these 
reasons, their charges are arranged in some respects on methods 
WhICh are commonly rega.rded as characteristic of monopolistic 
railway pohcy. A coaching firm can adjust fares for passengers 
inside and outside, and for parcels, to that which each sort of the 
traffic will bear without greatly shrinking. If it finds that this 
arrangement of charges, leaves part of its accommodation idle, 
while another part is over burdened, the shape of the coaches 
can be gradually modified to suit the changed conditioDs: or 
Bupplementary vehicles can be employed. 

Again, the conflict of interests between long and short 
distance railway traffio is commonly associated with railway 
monopoly: but it may exist on the highway, in a place where . . 
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the total demand for the services of public passenger conveyance III, m, 2. 

IS small, even though there be no monopoly. If there are two 
or more roads (but no raIlroad) connecting two towns, the 
coaches Be~ing them will choose the shortest. Those who live 
on a longer route will however desire faculties for travelling 
both locally and to and from each of the towns: but their traffic 
may probably not suffice to give fairly good occupation for a 
smgle coach; therefore, if a coach is put on that route its 
charges per mile ·may reasonably be higher than those on the 
mam route. But that coach could not attract passengers for 
the through journey without carrying them at somewhat lower 
fares for the whole journey than are charged on the main route; 
and therefore at a mucll. lower charge per mile than for local 
traffic on its special route. 

The competmg coaches on the main route may acquiesce in 
that arrangement. But if those who live on the longer route 
find themselves charged more for a long stretch of the journey 
between the two towns than is charged for the whole distance 
between the towns by their route, a feeling of grievance arises; 
which is not easily to be allayed by argument, though in fact it 
is not well founded. Such cases are rare: but somewhat similar 
cases of re;sonably high charges for short distance traffic have 
been given great prominence in' discussions of public policy as 
to rauways; as we shall see. 

Passenger omnibuses in London passed long ago out of the 
hands of smaU firms into those of considerable companies. After 
a tIme the companies divided out the traffic betw~n them in 
peace, broken occasionally by violent fights l • With the advent 
of motor traffic, there has been an increasing advantage in being 
able to keep a large general reserve which could come to the 
aid of any particular district, in case of exceptional demands by 
the public or breakdowns of the plant: thus combination grows. 

I They made common cause agruDst interlopers; and there was an office at 
which a hat of fees was kept, each corrcspondmg to the pnce which must be paId 
lor !!lave to run an omrubus on a partIcular route at given hours of the day. 
Of course any omrubus mlght start WIthout paying the fee; but if It chd, It 
would be "nursed" by one runmng lust before It, and another just behmd 
It; with orders not to spare the horses, but to out m between the intrudmg 
omnibus &lid ita passengers. 
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III, m, 2. But in cIties of the first rank the competitive activities of tram
ways and motor-cabs are supplemented by those of underground 
railways. The recent amalgamation of London underground 
railway, tramway, and ommbus companies gives scope for great 
economies and enlarged conveniences for travellers. It may 
prove a great public benefit so long as those in control are able, 
energetic, alert to seek improvements in technique; and to 
p~ote subordinates, with true insight into their qualities of 
mind and character. But, should any slackness supervene, the 
monopohstic power of the amalgamation may raise demands for 
authoritative intervention, and thus increase the burdens that 
tend to impair the efficiency of Government in that work, which 
it alone can do. 

Again, much of the collection and distribution of large and 
small parcels over a very wide area, though opcn to everyone, 
falls necessarily into the hands of one or more powerful organiza
tIOns: it is in fact of a scope too large to be perfectly managed 
by any force less than that of the universal State post. Thus 
the long-dlstance-distnbution of light parcels, letters, ete., has 
fallen almost wholly into the hands of public and private bodies 
with large resources!. 

Far different is the case of the transport of heavy goods by 
road in large quantities. Everyone who habitually sends whole 

,,~agon loads of any sort of goods, either keeps his own wagons 
for the purpose; or makes a contract for the work on competitive 
terms, close to actual cost of service, with some firm that is 
specially equipped for such work. The recent improvement of 
the surface of main roads, and the development of wagons and 
even small ''blains propelled by steam or internal combustion 
along the roads, Introduces a new competitive element into 

I The wvergences between charge and cost of service for post&! services Q.I'e 

Indeed grotesque. For IDst&nce. the oharge for sendlng a book by post a mile 
or so from one part of the same post&! delivery Bystem to another, J8 the lame 
as for sendlng It from any part of the Posta.!. Umon to any other, though the two 
may be .ten thousand nules apart. Perhaps motor wagoDlt msy redreM 80me 
of these anoma.lles; the charges for the delivery of parcela over small dJBtances 
bemg reduced to much lower levels by the actlVlbee of pnvate compam8& 
These compames a.re however not unhkely to develop after. tlme monopolJBtlQ 
tendenCles. A compa.nson of the practlC8 of the Governments of Western Europe 
in tJus matter Wlth tha.t of Amerlcan Express Comp.mes lD regard to the collec
tion a.nd delivery of pa.rcels 18 not favoura.ble to pnv.te caplta.hatle org&nlzatlOlIo 
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the charges made by railways for carrymg goods in bulk over III, III, 3 

medium distances; of which more hereafter1• 

3. On the ocean as on the land, chargesfor the carriage 
of heavy goods in Tntlk are governed mainly by the costs of 
tlte scrvices rendered; while the cltarges f01' quick transport 
at fixed times are in great measure adJusted to demands for 
the services rendered. 

Britain is the chief home of the shipping industry. The 
capital, which she has invested in it, is mdeed small relatively t~ 
that invested in her railways: but her prosperity depends on 
the smooth working of her shipping industry in an exceptional 
degree. Norway, New Zealand and Japan also have predominant 
interests in the sea: but Britain for the present pioneers the 
way in shipping problems. The best study of monopolistic 
problems in slupping is that made by the Brjtisb. Royal Com
mission on Shipping Rings (1906-9): and, as these problems 
resemble monopolistic problems in general industries more 
dosely than do the problems of railway monopoly, it is fittmg 
that prominence should be given to them here. 

Sauing ehips used to lay themselves out mainly for cargoes: 
though they were generally ready to take a. few passengers. 
They might have fixed times for starting; but they could not 
have even approximately fixed times for arrival at the end of 
long voyages, and they offered but few. ameruties: scarcely 
anyone took a long voyage unless for urgent business. But 
the economy and efficiency of large steamships have offered 
increasmg inducements for taking long voyages on even slight 
occasions: and. this change, together with the growing demands 
and resources of the chief post offices of the world, has called 
into existence great fleets of swift steamships, whiCh make it 
their first business to attract passengers, and in some cases 
mails: theu: second lIoim is to attract such cargo as can afford 
to pay relatIvely high charges for sure and quick transport2• 

I See below, pp. 5(}()-.-506. AttentIon ba.s been called (above. p. 297) to 
the advantage, wluch a giant ret&il busmese 16 obtauung over local8hopkcepc1'8 
through Its power of dehvenng Its goods by a "fleet" of motor wagons: but the 

. issues raISed thereby are of a rhfferent order from those now in new. 
• When butrinesa aotJnty J8 high In Amerll,a and low In Europe, a mUhon 

I!nugrants may go we.twarda III a emgle year; and a OOllllderable nWl\her o( 
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III,lIl,3. The chief advantages which a great "Line" offers to shippers, 
besides quick transit in well-appointed and secure ships Balling 
at short intervals, are implicit or explicit guarantees as to the 
care with which the cargo is handled, and as to the stability of 
the charges made. These advantages are of some importance 
in regard to light goods, and small consignments of all sorts of 
good~. Light goo~s, which are liable to damage by careless 
tr~1l,tment, are not readily consigned to the charge of an unknown 
person: but the shipper knows that flo great Line cannot afford 
to let them be handled JlegligentIy, and he often does not even 
concern himself to inquire by what vessel thf;ly will travel. 
The more frail and valuable his goods are, the more highly he 
prizes this speed and security, and therefore the higher is the 
rate which "the traffic will bear" for them. Again, many 
foreign buyers desire to have prices quoted to them for delivery 
at their own ports. It is true that in the case of any particular 
large consignment, the charge to be made on this account can 
be ascertained by telephone and telegraphed to the buyer: but 
for minor consignments, and espeCIally for those advertised in 
price lists addressed to small buyers, there is an urgent need of 
charges fixed some time in advance'-. 

them return when the conditions are reversed. It is true that the great" Liner" 
has no excluslve hold on emlgrants and others who are content with rough 
accommoda.tlon, provided the charge fol' It 18 low. But the carnage of a 
thousand emigrants on a lower deck of a great ship can bo effected very 
cheaply: their food is inexpenBlve, and they pay httle more hlgh[y for .pace 
than does lirst-class light cargo: they even Yield a higher rate of net profit on 
their .dll'6ct coste than do lirst-olass passengers. In the mam the carriage of 
emlgra.nte belongs to the great comparues: expenSlve orgamzatJon III req uued for 
collecting full loads of emigrants. 

I ThIS IS a. matter whtch haa more inJiuenoe on the oourses of mtematlona\ 
tra.de than IS generally known: ite importance is increased by the almost univeraa\ 
tendency of the present age towar!1s keeping ever amaller stocks of each of an 
ever increasmg variety of goods; and replerushtng the stocks by small orders 
at frequent mtervaIa. LweI' freight rate! are at so much a ton by weight, or 
"measurement": the latter bemg taken at forty oubio feet: tho.' method 18 

chosen In each ca.se whtoh indJcates the higher charge. 
Dlfferences in value and ease of handlmg have led to the pJaeing of g1888 

ware m crates in class IV. Wlth clay, chalk. crude forma of IrOn, etc.; while 
11'0n chains. oak boards, etc., were in cla.ss II and copper In claas I. The rates 
for class I were nearly twice as hJgh as thoso lor class IV; but 1M glaaa pay. by 
measurement, a ton we'ght of glass paYI at least as much as a ton of copper. It 
may be added that shippers complained of the scarcity of informatloll on such 
mattefl; and that even thll Comlll111810n'S inquiries met With but htt1e reapolJ88. 
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But these advantages are of relatively small importance to III, m, 3-

the shipper of common goods in bulk, such as gram, coal and 
other minerals, cotton, jute, wool, etc, The shipper of such 
things generally finds it to his advantage to hire, or "charter" 
one or more cargo ships for the purpose. A great part of the 
transport of all these things, and especially grain and coal, is 
done by "Tramps"; that is vessels which have no regula~ route 
and no fixed times of sailing, but ever seek those ports at which 
they are most likely to get good freights. This work corresponds 
to that of carts on the hIgh road which carry things in bulk. 
I.ines of ships, like lines of coaches (where there are no railways), 
carry passengers and small parcels1, 

The freedom of movement of Tramps, and their variety of 
size and speed, enable them to supply whatever accommodation 
any mercbant happens to want, wIthout askmg him to pay for 
capacity or speed that he does not need: and their positIOn is in 
some respects impregnable. They do not indeed keep freights 
steady: because harvest variations, and fluctuations of general 
credIt cause the total demand for shippmg all the world over 
to vary greatly from year to year; while the demand at anyone 
port may change violently with but short notICe. A shipper 
anxious to hit some market, where the price of his grain IS 1\ 
few shiIIrngs a quarter higher than he can expect if he misses 
that market, may be willmg to pay lOs. extra per ton in order 
to catch it; and that is a very large addItion to the ordrnary 
Tramp rates for most voyages. On the other hand, when acci
dent or miscalculation has brought to a port a tonnage much 
in excess of the cargo available, Tramps will carry freight at' a 
merely nominal rate in a direction in which they expect to find 
good employment. But in spite of these great fluctuations 

1 Of course the terms "large" and "small" are relative to the agenoles 
used' a small oonslgnment for a ship would often be much too big for the largest 
wagon. It req UIreS an effort to apprehend the difference in scale between the 
traffio of the ocean and that of the land: and some Illustrative figures may be 
of mterest. The cargo of a small slup, If set on horse. drawn wagons, would 
occupy several mlles of road: that of the largest ship of the present time would 
occupy about fifty miles. An efficient modern shIp of 5000 tons net regISter, 
oapable of carrymg more than ten thousand tons, Will consume but two tous 
of coal wlule steo.mmg for an hour ,.t the rate of .. bout rune knots. That IS, 

the consumption of coal fuel needed for curymg one ton .. hundred miles 18 

,.bout three and .. half pounds, costing le88 than a half.penny 
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III, IU, 8. from time to time, the average costs of carrying the great mass 
of heavy ocean traffic are kept down, directly or indirectly, by 
the competition of Tramps very close to the actual costs of the 
cheapest method of transport that has ever been known. Thus 
it may be said that, as a rule, the prices current at ports of 
delivery for goods carried in bulk exceed their prices at ports * origin on the average of a decade (in which there has been 
no guat war or other violent disturbance) by !Lmounts that are 
just sufficient to cause the supply of cargo vessels to keep pace 
with the increase in quantity of heavy freights ihat are seeking 
tonnage1• 

Of course the degrees of control over cargo rates wwch 
are exerted by Liners and ·Tramps respectively vary with the 
circumstances of each course of trade. The tonnage passing 
between Europe and North America. annually exceeds that in 
all the rest of the trade of the world. But it is largely occupied 
with passengers; and there is so much empty carrying space 
in the holds of many Liners that the regulation of cargo rates 
by them is impracticable: they often underbid the Tramps. 
Again the coasting trade of Britain is so much controlled by 
railway -competition, and so intimately connected WIth small 
Jocal afilfirs, that it also is not regulated. Again the tonnage 
required for the trade to Europe from Argentina, Australia, and 
some other countries is ID,uch in excess of that furnished by 
Liners; and rates are practically governed by the supply of 
Tramp tonnage relatively to the demand: but more of this a 
little later2. 

1 Various estimates give to "Tramp'," in till" broad use of the term, from 
fi.ve to eIght-tenths of all the existmg shipping. Agreemente among them ... to 
rates are rare; for It eeldom happens that a.ny one of them has a special mterest 
m any particular route. On the other hand there are Signs of the appearance 
of great Mes of cargo steamers, WIth strong cap1tamtlc ba.ckUlg: and, pa.rtly 
for trus reason, it eeerns pOSSible that the condItions of heavy cargo tramo 
may approximate m some degree to those of passenger and hght cargo traffio. 
The charges made during the world-war of course belong to a clau by them. 
eelves. 

• The influence of Tramps is now strongest in grain trades, and especl&lly 
in the wheat trade. Of course coal cargoes are vastly heaVIer m the aggregate 
than gram cargoes. But coal I. often used by ontgOlJlg Liners and cargO-shlpl 
to makll up their loads: sometimes It is used for the return journey mther by 
the arup lteelf or by another belongmg to the 8ame owner; sometime. It is left 
,t a coa.ling port. Consequent11 JlO attempt ia made to repato tbe frelghta 
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4. The growing concentration of a large part of eM III. m, 4.. 

oceanic passenger and light goods traffic in the hands of 
a relatively small number of powerful companiu j groups 
of tt'hich often act together in. .. OO'nj'erence." 

We saw in Book II ho~ the progress of technique not only 
increases the size of the plant which can be worked by a given 
number of men. but also increases the efficiency of powerful 
plant more than in proportion to its cost~ and how these 
changes tell on the side of the large busmess relatively to 
the small. We saw also that these influences of progress have 
been specially conspicuous in the building and mechanical 
working of giant ships. Moreover such ships can afford a rugh 
class of professional service, including that of wireless telegraphy 
by night' as well as by day, and other amemties. These direct. 
influences. tending to strengthen the companies that are already 
powerful, are indirectly supplemented by geographical causes 
which concentrate the best part of a country's trade in a small 
number of ports, and thus further promote the expansIOn of a 
company that is already powerful. For large ships need deep 
entrance channels; and powerful mechanical appliances, that 
will load or unload several thousand tons in a single day: a small 
port cannot do this unless aided by some public authority, 
or by a railway that reaches the ocean at that port. Railway 
enterprise and geographical causes in America and England. 
but notably not in Germany, have opposed important resistance 
to the overmastering predominance of a few great ports. 

This geographical concentration is both cause, and effect. of 
a continual increase in the range covered by a great shipping 
Line. Partly by amalgamations or working agreements with 
other Lines, and partly by setting up subsidiary hnes of its 

for coal: the supply of tonnage at coahng perts is generally much m excess 
of the demand. 

Both ordmary Liners and Tramps are yieldmg some ground to hnes set up 
by great raLIway. to ply from ports served by them: also to hnes spemally 
adapted to carry oil. or penshable frUIt or cattle. These last can often carry 
paasengera advantageously; for cattle and penshable frUIt as well 88 human 
bemgs, need speed and some care in handlmg Those that bnng butter, fresh 
Innt and vegetables from the Conlment to England are very aWIft; and, even 
when they amve at Dlght, their cargoes are often unloaded and sent 011 b1 
q wck trams. 110 IWI to reach tqO IDdustinal chstllcta the lied mornmg. 
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III, III, 4. own, it is able to take efficient measures for attracting custom: 
and it thus gets the better of any competitor, who follows the 
old easy-going plan of waiting to be sought out by those who 
have cargo to send. Its position is strengthened by its ability 
to collect, on through bIlls of freight, cargo from almost any 
port on one long Ime of coast, extending perhaps along several 
countries; and to deliver it at almost any port on another long 
line of coast: the equipments of the great ports, between whi<f1 
its- :m:ain lines run, facihtate transbipments, when necessa{,Y' 
On both its main and its subsidiary lmes, it is Wcely to make 
use of cargo steamers, of various sizes, as occasion demands: and 
it may even make some use of Lines of cargo steamers, with fixed 
time tables. It generally owns some of these steamers; and 
"charters" others by the year or for particular tasksl • 

A great company owning or controlling some fifty steamers 
of various sizes is able not only to pick up and delIver freights 
at many ports, but also to adjust the tonnage which it is 
running on any particular route to varying demands. It can 
advise any of its customers, who have about equally good access 
to two or more. ports, to send their cargo to that one from which 
one of its vessels is on the point of starting for the particular 
destination which he desires; it thereby obtams some of the 
economies possessed by a giant business, such as the United 
States Steel Corporation, of being able to direct any partlcular 
order to that one of its plants which has at the time the best 
facilities for it. As a canvasser for custom it has some of the 
advantages of a Branch-shop Company2. 

1 By these means It escapes the necessIty of oarrymg heavy cargo in bulk 
on expensive slups, With lugh coal consumptIOn; unless mdeed the ship happens 
to need ballast. Such thmgs as steel ralls are often taken at rates even lower 
than those genert>lly charged by a. cargo ship, for they serve instead of water. 
ballast: m fact, before the days of water· ballast they were SOJ.d to be sometunes 
carried grabs. . 

• It may be well to go into some details as to the P081tioD whioh the chiCf 
German 1me had reached in 1913: after havmg absorbed many others, and 
formed a closo a.lli&nco With its lea.dmg rival A great part of the trade of the 
contrt>l and westem States of North Amenca has about equally good aoce88 to 
the sea at anyone of several great porta on the ooast lme between theSt Lawrence 
and the MissISsippi: and a large pm of the whole AmerICan trade With Northern 
Europe has a nearly even chOIce among several ports in Bntaln. France, Beigmm, 
Holland and Germany. The Hamburg.Amerika line, worlung lD UDlSOn With the 
NorddeutBoher Lloyd of Bremen, had attameci in 1913, an absolute oontrol of tha 
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The great lines generally have sufficient space for all the III, Ill, 4-

high grade cargo that is offered. If it comes forward in unusual 
quantities, they make room by declining lower grade freight; 
and consequently their charges for high grade freigflt are liable 
to less fluctuations from passing aCCidents than are the charges 
for low grade cargoes in bulk. On the other hand the standard 
charges made by Lmers are not governed by large economic 
forces as directly as are the average freights paid to Tramps: 
they are governed by the estimates which a company or a Con-
ference forms of the net revenue to be derIved from varIOus 
rates of charges; tM highest rate being chosen, that will not 
greatly check the normal flow of trade into their hands. But 
charges D.lay be oppressive to those who pay them. without ex-
ceedIng thl' limit suggested by this rule. And against such 
charges, the starting of an effective independent line of steamers 
being generally out of the question, the only remedy is to be 
found in expressions of pubhc OplnIOn, whlch may culminate in 
an agitation for the mtervention of Government. 

(Thus the general tr;nds of the technical and financial deve
lopments of the shipping industry favour the extension of partial 
and conditional monopolistic control over an ever larger portion 
of its work.)There is a constant increase in the variety and the 
importance of the services which a giant company can render,to 
innumerable customers; few of whom could find any tolerable 
substitute for its assistance, unless from the appearance on the 
scene of a rival company of simllar scope and strength. The 
immediate result of such an arrival is usually a fierce ;ate-wa~: 
the deferred result is often either a fusion of the two companies, 

dtrect trade of Germany m the AtlantIo Ooean. But the oompetltlOn of lines 
servmg other ports of North-Western Europe remamed strong enough to insure 
a moderate use of that power, m regard to transoceamc trade' and, m order to 
suppress that, It was s8.ld to mamtam, m oonjunctlon With Its allies, a .. fightmg 
fleet" of orne swps valued at £300,000 for the purpose of fightmg opponents and 
.. nursmg" them out of eXIstence. • 

Accordmg to ~he Report of II Commtlles on the 81upp'ng .nd 81 .. pbutldtng 
InduBlnea. 1918 [Cd. 90921 p. 95, nearly all the Gorman lmes were assOCiated 
before the war m a Rhedere.- Vere .... gung. .. A Contract With anyone of these 
lmes was a Contract With the group." Germany's concentratIOn of her owef 
trade m two aSSOCiated ports is an &ld to the org8.lllZatloll of her shlppmg trade, 
though em lnllll7 to her ~dustnes. 
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m,m,4. or else a "Conference" between them. The Conference sets up 
a common sohedule of rates, while leaving for the time some 
room for competition as to prompt Il.ction, and other facilities 
and amenitres. But this competition generally fades away rather 
quickly; very few vestiges of it being left, even before the com· 
plete fusion of the two has been effected. Such a fusion is not 
unhbly to be made the occasion of a further fusion wlth one or 
mOJ:e....other companies, whose routes overlap more or less those 
on ll'hich the competition was first set up; for the power and 
the appetite for extension are apt to grow with every increase 
of it. 

A great company or a Conference of companies thus obtains 
control, which is not indeed absolute, but is yet practically un-

. disputed for the time, of all that part of the trade of its special 
area, that is not suitable for Tramps. It can therefore act very 
much as though it had an absolute monopoly of that trade: 
that lS, it can distribute the general costs of its business as may 
seem best in its own interest, and charge the rate that Will yield 
it the highest net gain for each service, accollDt being taken of 
the urgency and elasticity of the demanJ for that service. 

There is however less that is arbltrary and accidental in the 
apportionment of charges for ordinary consignments of different 
sorts of goods than appears at first sight. Long established 
usage, based in some degree on sound reason, has set up the 
general principle that goods are to be classified for high or low 
charges per ton (by weight or measurement) roughly as their 
values are high or low; provided the difficulty and the risk of 
handling are about equal. The several classifications set up by 
different companies and Conferences differ in detail, accordmg 
to the conditions of the routes of trade with which they are 
associated: but all 'tonform to this general prinCiple, which 
came to be regarded as reasonable or .. natural" long before the 
shipping industry entered on its present phase; and will pro
bably be so regarded long ~fter that phase has passed away. It 
is maintained in great measure even in· an eager rate-war for 
the exclusive or partial occupation of any area of trade: rates 
may be lowered generally; but & proposal to carry first-class 
goods at fourth-class rates would be regarded as short-sighted 
even during the heat of the combat. . 
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But though there is relatively httle that is arbitrary in the III, m. 4-

classrfication of goods by a Company or Conference, a somewhat 
lugh charge can generally be put with safety on an! particular 
class of traffic, which has not sufficient volume to attract a com-
petative service, and is not suitabl" for the Tramp. It runs 
mdeed a conSiderable danger of inviting oppositIOn from an 
independent Line promoted by shippers, or from an existing 
Line which is called by them to their aid; if the general level 
of Its rates is much in excess of that needed to cover its costs 
with good profits. But, in spite of the keenness of modern 
commercial competition, this danger to it is being diminIshed. 
For not only is there a rapid and ceaseless increase in the 
capita! outlay required for settmg up a new Line, or even a 
branch of an old Line, on a scale sufficient for effective competi-
tion: but further, m spite of occasional wars on a great scale 
between Conferences, their mutual understandings and alhances 
have grown almost as fast as the resources under the control of 
each of them. This fact indeed contributed greatly to that 
feeling of unquiet among shippers, which evoked the "Royal 
Commission on Shipping Rings" {1906-9)1. , 

This association of Conferences is a matter of but little 
direct concern to the Tramp: for she has no fixed route and 
presents no good target for their artillery. So they turn their 
attacks not on her, but on any who make use of her for work 
which they are ready to undertake: they think it an unfair 
competition for the Tramp to come in when things are good 
and drop out again when things are bad. They are not abl" to 
eliminate the ~'fitful tramp" from the regular trades: but their 
weapons are turned agamst anyone who sets up a regular 

1 The Hepor! of the MajOrIty of the CommiSSIOn, § 35, states that "each 
Conference has Its own area, a.nd in certain cases, where several trade routes 
intersect or adjOin one a.nother, the various COlIferences have understandmgs 
or agreements WIth one another to respect each other's spheres of mfiuence. 
This IS espeCIally eVident ID the trade With Inwa and Ceylon, which is ID the 
hands of a groUI/. or fanuIy, of Conferences, related to one another, members of 
eaoh of them bemg &!so members or part members of other Conferences. Such 
Interdependence seoures a harmony of aotlon in the working of these varIoua 
bowe .. and It prevents the clash of mterests which might ensue, were Conferences 
free to engage m mutual competitIOn," . Also two groups of Conferences, which 
"l!.rve the lame area, ~lIy .. b.tam from encroachment on one another, .. DO 

d ... ~bt from fear of retehatlon." 
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III, 111,4. Line of cargo steamers, which may divert traffic from the 
Conference! , 

It is of course possible that the economy and efficiency, 
which can be attained by a vigorous and unselfish use of mono
polistic power in such a case, may on the whole be to the 
advantage of the public. The absolute monopolies granted to 
England's early Joint Stock Trading Companies have already 
bee~ recognized as working for the general good, so long as the 
special conditions which had called for them, were still in 
existence: and the conditional monopolies possessed by some 
modem shipping Conferences claim to render some important 
services. No doubt (as was seen in Book II) some wastes of 
competition are conspicuous in the struggles of almost every 
class of producers, and of wholesale and retail dealers: and 
it is obvious that very far-reaching wastes are likely to be 
caused by rate-wars between competing Lines of steamers. The 
public undoubtedly gains something from agreements which 
keep rates steady, and enable producers and merchants to quote 
prices, cost of delivery at a distance being included!!. 

The leaders of the Conferences claim that these ends are 
achieved by them, and cannot be achieved otherwise. They 
claim also that their charges are not in excess .of those which 
are needed to yield fair profits to a well managed company in 

1 These statements are taken substantaaJIy from the evidenoe. not always 
very willing, of Mr Ryron, representmg the Sonth Afncan Conferenoe, whose 
affairs occupied a large part of the attentIOn of the Commission (lee Q. 15,374 
-9; 15,470-5). He further admitted that "the buamess man In South AfrIca 
has no chOice: he must come to the Conference, unless he chooses to charter 
vessels" on his own account (Q. 15.736-7). And yafft was mamtamed With 
some persistency that the Conference had no monopoly. Thus Sir Donald Corne 
said (Q. 15.016). "The whole truth 18 that Conference Lmes have not any 
monopoly at all." Mr Byron asserted "emphatloally" tba. the Conferencea 
have not "by virtue of thiS system of rebates anythmg ilke a monopoly •••• 
That hes at the root of [my] argument" (Q. 15,270-1). But he Wall gt'aduaDy 
forced to adatl* tha.t what he meant 11'88 that .. there iflnot a complete and 
absolute monopoly •••• There is Bomething of the nature of a monopoly; that 
goes WIthout saymg." In answer to the suggestIOn tbat "th.e very object of 
the deferred rebate system ifI to create a monopoly," he says "undoubtedly 
it has that tendency." and that" the object of it. •• is an actual monopoly" 
(Q. 15,493-8). These quotations illustrate the ddliculties inherent III the 
commOll eluSIve nses of the term "monopoly." 

• But shippers complain that. though the ConfeienCaa pubhah theu raW. 
for each claiia of goods, they seldom publ1Sh $h. olaaslBoatJolI8. / 
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a normal year: and that the means, by which they exclude the III, m,li 

competltion of interlopers, are reasonable in theIJlBelves. A 
judgment of these clalIDs must turn in some measure on the 
nature of the weapons; with which they combat interlopers. 
The chief of these has recently been that of "J?eferred Rebates" 
which, as already said (p. 234), ralse questions similar to those 
of the" tying clauses" in boot and other industries, 

5. The uses 0/ Deferred Ribates as a means of i'llr 
suring the loyalty of a shipper to a steamship Company 0'1' 

Conference; and their abuses. 

The system of Rebate~ or discounts. to those who deal 
exclusively with a particular company is very old:( but the 
plan of wlthholdmg the rebate for a long time, in order to keep 
the shlpper in what he regards as bondage, was begun late in 
last century and soon became general in the outward trades~ 
For reasons already explained the homeward trades from the 
East and South generally include so much cargo which is 
specially swted for Tramps, that regulation of the rates in them 
is impracticable: but the exceptional lightness of the homeward 
trade from South Africa made it amenable to regulation. 

A Memorandum, submitted to the Commission on Shipping 
Rmgs on behalf of the South AfrlCan Conference, contended that 
"the facilities and advantages offered by the various lines, 
which enable shippers and importers to carry on their business 
wlth regularity year in and year out, carry with them a moral 
obhgation on the part of shippers to support the regular lines." 
Thls obligation is said to be recognized by many shippers: but 
in order to bring pressure on others, the Conference Lines have 
set up a "bargain" with their merchant customers, which in 
effect says("We wiJl provide you with a regular and sufficient 
service, if you, by giving us all your business, will afford the 
demand essential for that supply." ) 

This contention is not prima facie unreasonable: for it is of 
course a common practice to make lower charges in some cases 
to regular than to irregular customers: an annual railway 
ticket hkely to be used for six hundred journeys may be sold 
for the equivalent of two hundred ordinary tlckets, or even less: 
and shopkeepers at a summer resort may fairly charge rather 
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III, m, 6. higher prices to summer visltors than to permanent residents. 
But some ,actions, which are harmless in ordinary cases, may 
work injuriously when backed by monopolistic strength. And 
it is an open question whether the principles by which the 
general obligatlOns of common carriers are governed, should not 
exclude the right of a company to use its sole possession of facili
ties, which are specially important for some kinds of traffic, as a 
means of compelling other kinds of traffic to be sent by it. The 
old-notion, that a common carrier had obligations to the public, 
was associated with the notion that he often has some sort 
of local monopoly, as has already been urged: and coercive 
measures by great Lines, have certainly grown with the growth 
of their monopolistic strength!, 

6. Some general inferences. The functions of an au
thoritative Oommission oj inquiry in compelling publicit!!; 
and in promoting measures fot the interests oj the general 
public on matters, which cannot be full!! understood without 
expe1't knotvledge. 

We may pass to some inferences which the Report of tht 
Oommiss~on on Skipping Rings, 1909, suggests as to the nature 
and hmits of the profitable intervention of Government in regard 
to uses of monopolistic power by a great aggregation or con
federation in an industry, which must maintain a large scope 
for the untrammelled exercise of free initlative. We are to see 
presently how American experience is pointing towards a larger 
use of permanent regulatIve Commissions in regard to industrial 
aggregatlOns of all kinds, in order to grapple with the ever 

t The EcononuBt, January 5, 1918, quoted, a.a recently issued, a manifesto by 
the CouncIl. of the Associated Chambers of Commerce, in wluoh the .ystem of 
shlppmg nngs was condemned on the grounds, among others, tha~ "It develops 
mto a restramt by coerCIve means of BritISh manufactluers and merchants: 
and that, even If not so designed, it tends to the crushmg out of competitIon in 
~ean sea carriage by Bntish tramp steamlll'8": &Iso tba~ It tends to restnct the 
formatIon of new lines; to "mamtam artlticl&lly lugh freights"; and to "make 
agreement with foreIgn shlppmg lines to the prejudIce of Bntlsh tradera, who 
are not memhers of the Conference hnes," From another pom~ of VIeW a 
representatlve of Manchester warehouses had complatned that, though the WM 

had stayed the preference whIch Conferenoes had secured to lOme German 
export trade, they still caused &D immense qua.ntl~y of Manchester goods to be 
shipped ".4 Liverpool or London. wluch ohtained exclu81ve favours from the 
Conference. See Eeonomut, Dec. 1,1917, pp 871 and 885. 
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increasing power of destructive competition, which is being III, ID, 6 
acquired by concentrated capital. But, wIth some partial ex-
ception for railways, Britain has not yet felt a great need for 
6uch drastic action: and, from her point of view, exceptional 
interest attaches to investigations of particular difficulties by 
the authoritative Commission on Shipping RIngs. 

We are told how representatives of 'the Conferences con
fidently asserted on their behalf that "self-interest is an ade. 
quate safeguard, and that a Conference could not exist very 
long" if It were to "use its position for the exclusive use of 
its shareholders, and to the prejudice of its customers," That 
is probably true: so extreme a policy would be "suicidal." But 
the publio interest may suffer much from a selfish use of power 
that is less extreme. A prudent ruler of a conquered province 
will not adopt such extreme measures as are lIkely to incIte 
rebelhon, or an appeal for external intervention: but he may be 
glad to draw a goodly revenue for himself, and to cover the 
expenses of a strong military force against any who might 
challenge his dominion. A Conference may be tempted in hke 
manner to incur great expense for strategio purposes; and to 
throw a considerable part of that expense on its customers. 
If its exclusive hold on the traffic had been absolute and per
manpnt, it would have set the charge for each service at that 
level, which would yield the maximum net revenue: and, when 
it incurred any unforeseen expense, which could not be affected 
by any alteration in its charges, it would have written that ex
pense off out of the-value of its property, and kept its charges 
unaltered. As things are, its monopoly being condItional and 
not absolute, it is not likely to have ventured to put its charges 
up to the highest monupoly levels: but it may on the whole con· 
c1ude that its position will be less endangered by raising its 
charges a little nearer to those levels, than by stInting expendi· 
ture for the confusion of any assailant whether actual, or merely 
anticipated. This indeed seems to have actually occurredl • 

I For instance, shippers represented to the Commission that the number 
of slups kept up by the South Afrrean Line was in excess of the needs of the 
traffio; and that the inoonvemence to them caueed by the removal of the 
BUperl\UOue e111PS (havmg of oouree in VIeW the fact that Tramps would respond 
qU1ckly. though perhaps not lOt very low oharges, to any unexpected increase of 
heavy freigbtage) would be 1898 tbau that caused by paymg the charges, wluch 
~he Company found n8C89s,"?, ID order to GOver thell' outlay WIth profits. 13ql 
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III, III, 6. The problems of the shipping industry are remarkable alike 
for their magnitude, and for the multiplicity and complexity of 
their detail. ~he carriage of goods a certain dIstance in a 
certain time and with a certain amount of careful handling, is 
a definite thmg from a physical point of view; but, from an 
economic point of view, it varies with tlie nature of the route 
to be traversed: with the changing conditions of demand and 
supply on that route and on the return journey; and some 
otlIElr considerations. It is therefore not suitable for minute 
Governmental control, and still less for Government under
taking. But nevertheless Government has distmct functions in 
regard to it, when in a healthy condition, and still more when 
it has faUen into malaise of any sort. 

The chief successes of the medical treatment of bodily 
ailments have been achieved by measures which tend to give free 
play to the remedial forces of nature. The chief of the remedIal 
forces of nature in regard to human action is knowledge: and 
nearly all beneficial intervention of authority in social troubles 
begins with the acquirement and publication, voluntarIly or 
under compulsion, of infonnation, which some of those interested 
in the conflict are not likely to offer spontaneously. Many 
exaggerated complaints, when formulated under pressure, and 
set out in clear light, shrink up even before they have been 
answered. And, on the other side of the case, upright min are 
often half-way converted towards removing such just grounds 
as there may be for complaint against their conduct, by reading 
a well-informed and well-balanced statement of those grounds; 
and knowing that an impartial public is forming its judgment 
on them. In this and many other ways a careful authorItative 
inquiry, with publication of the evidence taken, goes a long way 
towards removing sources of social harm: though it may bave 
no legal power of compelling answers from recalcitrant witnesses, 
and its specific recommendations in regard to authoritative 
intervention do not carry very far. 

w thIs Sir Donald Currie (Q. 15,214-6) a.nswered:--"We do not know when 
busy tlmea may come; and, If our tonnage were reduced oonBlderably, we 
would not have the sieamera th "e, a.nd somebody else would put on the 
steamers." He dId not attempt to prove that Buch .. result would have been 
mjunouB to South Arnca, and that therefure she might reasonably be asked 
to contribute towards the expense of preventmg it. 
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·Much helpful knowledge comes to a Commission of Inquiry III, m, 6 

spontaneously. For there are nearly always two, often more, 
sets of persons who have intimate technical knowledge of, and 
strong interest in the subjects investigated by it. Each set 
puts out its own case vigorously, and spares no effort to bring 
to light any flaw in statements or arguments that make agamst 
it: and thus, so far as the trade interests of any important 
group of people in the country are concerned, the Commission 
may sometimes rest content with keepmg a fair field for all 
combatants, and sifting out the vital from the secondary and 
even irrelevant issues that may be raised. But the interests of 
those who can offer careful, well-informed, and well-organized 
evidence are often less important in the aggregate than those 
of the pubhc at large; who seldom have the special knowledge 
required for ascertaining exactly where lie their interests m the 
matter under discussion; or the organization required for setting 
out their case. The Commission is required to take some 
initiative in regard to the interests of the non-vocal multitude, 
in order that it may present a well-balanced picture of the whole 
position. Thus one of the chief services rendered by public 
inquiries in various countries (especially in regard to such com-
plex problems as those connected with conditional monopolies) 
hes in their presenting the points of view of able men; many of 
whom have no personal interest in the subject under discusslOn, 
while they have yet a familiarity with its general scope, and 
even with its more important practical details, such as seldom 
can be attained by any save those whose judgments are apt to 
be biassed by their own special interests. The main Report 
often lays chief stress on the questions at issue between those 
most directly' interested in the subject under investIgation; and 
sometimes the indirect interests of the public at large are specially 
considered in Minority Reports. 

Thus a strong minority of the ComInission on -Shipping Rings 
called att.ention to the fact that the persons immediately in
terested in the policy of the Rings are not those on whom its 
main effects are likely to fall in the long run. They are "the 
merchants who buy goods in one country and sell them in 
another; and they can generally readjust their dealings to suit 
the rates of freight, and in this way transfer the dIrect loss from 
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III, Ill, 6. excessive rates of freight, or other increase of charge, to the 
producer or the consumer .••• The producers and consumers, who 
are really more interested in the question than the merchants, 
are affected only indirectly as a whole, and they have very 
lIttle power of combination for such a purpose as meeting and 
counteracting the combina.tion of Shipping Rings1." These 
remarks point to the conclusion. which the much larger experi
emie-of America in such matters tends to support that, where a 
powerful monopoly is threatened a body of experts should be set 
to inquire tlS quid detrimenti Respublica capiat; and to suggest 
remedies to be enforced by appropriate authority: as to which 
more will be said later on2• 

1 Report, vol. I. p. 97. 
8 Traders often rejoice quietly in' the imposition of increased taxatIOn on 

a thing in which they deal, If they have good reason to belIeve (1) that the 
demand for It will not greatly shrink in consequence of an inore&se in Its price; 
and (2) they are sure that all their oompetltors will pay the lame pnce: fol' 
they then expect to pass on the tax, augmentetl by profits for tbemselvea on it. 
to the eonsumers. Accordingly shippers weloome certainty as regards the ratea 
charged for their cargo, .even If the rates are somewhat Ingh: and they regard 
WIth satlsfaction the promise by a Conference, that eo long as loyalty to It ia. 
secured by deferred rebates or other means, the shipowner. will never carry 
cargo on their own account. But that undertakmg, though eminently agreeable 
to the slnppers, tends prlm8 facIe at all events to increase the costs, winch the. 
non-vocal pubho will pay for the services they need. 

The MaJority Report of the Comml8lllon on Shipping Ringa recommends. 
that "where it appears to the Board of Trade that there are good grounils for
behevmg that important national or imperialmteresta are affected" the Board 
of Trade shall have power to institute a specIal inquIry; and, if It thmks fit, 
to present a report on it to Parliament. The Mmority Report goea further. 
and reoommends that "the Board of Trade should be free to direct an inquiry 
.. _when it appears that importantpubha mterests (includmg those of consumers 
and producers) are affeoted by the action of ShIpping Comp&nles," and that It. 
should report to Parhament promptly the malO results of such inquiry. 

The MaJonty give Bupport to the cl&im that the lervioe., wblch Liners 
render and the pubho need. could not be mamtained Without monopohstic 
control. But thea reasons are disputed by the 1I1morlty with agroments sO 
strong, and based on answers to suoh searchmg questions by themselvea and 
some other members of the ComDU88lon, as to seem to inchne tlIe balance of 
evidenoe against that claim. , 

It may be added that the South Africa.n Conference, partly under pressure 
from the Union Gov~rnment, has given up the system of 19hates for the hme 
at le&8t; and substltuted an arrangement, under which the merchants agree to 
confine their shipments to the regular Linea engaged in the trade; wh11e the 
Lmes undertake to maintain their services, at umform r&tes of freight mutually 
agreed upon. Thm arrangement has however been oharged by ecme shIPpers 
With efiectlng abuses Bimllar to those imputed to the system of reba. 



CHAPTER IV 

COMPETITION AND MONOPOLY IN TRANSPORT, 
CONTINUED 

1. I ntToductoTY. III, IV,l. 

It has already been observed thatlthe advantages which a 
railway company derives from the exclusive occupation of a 
great thoroughfare have little counterpart in other industries:) 
and for that reason the study of transport industries for the 
special purposes of this Book has begun with problems of 
transport on open courses on land and sea. But incomparably 
the largest and most instructive experiences, whlCh the world 
has had of semi-monopolistic power, sufficiently strong to raise 
problems of public interest, have related to railways. 

The tendency towards combination, or cartellization, which 
we have seen in the development of shipping companie/!, is 
now showing itself increasingly in railway combinations and 
p.greements; and yet the main substance of railway problems 
resembles that of problems of giant manufacturing businesses, 
which have not come definitely under the dominion of a cartel: 
for each railway has still a strong, almost absolute, monopoly of 
some local traffic. But long distance traffic, especially for goods, 
is on the increase; and this opens ever new competitive actiVIties; 
in ever-shifting relations with combination. This in its turn 
has awakened new jealousy, and evoked authoritative restraint. 
Thus few important railway problems can be solved by reference 
to the abstract principles of pure monopoly; but there is no 
other field Qf economics in which problems of conditional monopoly 
are so numerous, so large, and so various. 

(, The study of railway SCIence has now its chief home in 
Amenca. Nowhere else are the financial aspects of railways so 
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111, IV, I prominent· nowhere else would raIlways, actmg m uncontrolled 
concert, have so complete a mastery of the whole resources of the 
country, or so despotIC a power of deCldmg what districts should 
flourish, and what should langUIsh) But the people have been 
lIttle mcImed to let such gIant strength work uncontrolled. 
RaIlways have been the chIef mark of popular cnbClsm, Just and 
unjust tyranmcal exactIOns have been met by orgalllzed mob
VIOlence: and the thoughtful Amencan has been put on hIS 
mettle to consider what part of a railway's freedom to do as It 
liked With its own was reasonable, and what part threatened 
commermal and even somal s~abihtyl. 

For a long while the light thrown on railway prublems dId 
little mOle than make darkness VISible: but gradually some 
leadmg prmClples emerged which sel'Ved as guidIng hnes through 
many dLfficulties An Interstate Commerce CommISSIOn was 
set up. Massachusetts and other States had Intrastate Com
miSSIOns to regulate local traffic. Recently a great number of 
shrewd mmds, With and WIthout speCial techlllcal knowledge, 
have conSidered complex railway problems With care and the 
experv AmerICan hterature on the subject, offiClal and pro
feSSIOnal, IS of exceptIOnal volume and authority. 

Bntam and the Ullltcd States are alIke great industnal 
countrIes, WIth the strength and the weakness that comes from 
popular government; and thus their admmistrative problems 
have a closer kinshIp WIth one another than With those of any 
other great mdustrIal country: for neIther of them needs to put 
mIlItary considerations in the forefront of hPI railway pohcy; 
and each of them governs her own Government. 

But the phYSICal condItions of the two are Wide apart \ They 
cause goods traffic to predominate oyer passenger traffic, and 
long distance traffic to predominate over short m America and 
in Britam they reverse these proportIons )Agam, BrItIsh rail
ways have patd higher prIces for their land than any others, 
while AmerIcan railways have obtamed much of It gratis, and 

1 I attended a HGranger" (~e farmer-In revoLt) meetlng In Sa.n Fra.nClsco 
In 1875, and one of somallsts "t Frankfurt II. year or two earher. In both the 
wscourae ran chiefl.y on "the enemy U But ill Frankfurt, the enemy wa.s 
capltal, ill San FranCISCO It was the rwlways, though ill other respects the two 
ffi.CUS810Wl were much ahke. 
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have often received direct subsidies, chiefly in the form of land. TTI, IV.!. 

Agam, Bntlsh raIlways settled down to qUlet polICIes in the 
mIddle of last century; but violt'nt financial struggles for mastery 
clouded American raIlway hI&tory durmg most of that century, 
and have even trespassed on this. For these reasons, It seems 
best to follow the course of Brltlsh raIlway policy ill the present 
chapter, wIth but little attentlOn to parallel detaIls in Amellcan 
raIlway history. though, in matters of fundamental prIllClple, 
guidance must be drawn largely from American sources. 

Next in Importance to the railways of AmerIca arc those of 
Germany There is a notable contrast between the financIal 
success of Governmental ownershIp of raIlways in PruSS18., and 
lts comparatIve faIlure ill every other part of Germany, as III 

all other countrIes in whIch It has been trIed wIthout some 
exceptlOnal advantage. The cruef causes are to be found in 
geographioal conditIons l • 

It mlght have been expected that Prussian love of order 
would have evolved a uniform rate of charges for a glven amount 
of transport of a gIven qualIty over a given dIstance. But 
the practIcal exigencies of traffic ill varlOus reglOns gradually 

1 A great part of the populatlOn of Prussia hves near the level of the 3M, 

m land so flat as to reqUIre but few tunnels, and not many raIlway cuttmgs 
or embankments. She bought her raIlways cheaply before the strength of 
WestphalIan coal and Iron from Luxemburg, Lorrame, etc, combmed With 
other causea, had enablcd the country to nee from relabve poverty to wealth. 
None of these advantages accrued to the other States whiCh own th6lr ratlways: 
In some of them raIlway makmg met With natural rufficultle. as greatas those 
which have mcreased the cost of Bntlsh railways. And, what IS of even more 
importance, by far the greater part of Germany's external trade, 8S well as of 
her own heavy mtern • .I tr<tde ill coal, passes over PrussIan lInes to Hamburg 
or Bremeu, or to RUSSIa. In these Iespccts the finance of PrussJan raIlways 
has a umque advantage If the whole of the raIlways of the southern half 
of Oermany had come under an excellent Governmental control, they could 
not have fared "ell m the face of PrusSIan control of the northern half. Some 
of these conSIderatIOns are emphaSized ill Prof. Schumacher's mstructlve 
eulogy of Prusslan raIlways at the memorable congress In 1912 of the BritIsh 
Royal EconoIUlo SocIety He says that "m the lesser German States the 
natlOnahzatlOn of rallways has proved a bad bargain. In Bavan .. , Baden, 
Wllrtemberg and SalCony they YIeld only about one half the" rate of revenue 
Yielded by the Prusslan railways. Wurtcmberg even shows a defiCIt on Its 
rallway WOlkmg returns" (p. 46) It may be added that the German railway 
returns, whICh are reproduoed m a H of C. paper 1913, No. 287, are not easy 
of mterpretatlOn for the capital accounts of Gelman State railways do not 
always rusclose all the facts. ill some cases the raIlway debt 18 not even clearly 
rustmgUlshed from the general State debt. 



448 • COMPFION AND MONOPOLY IN TRANSPORT 

Ill, lV, 1. broke up the simplicity of the original design. Allowance is 
now made for water competition; for the needs of particular 
industries, general and local; for competition with routes in 
which external railways bear a dominant share; and for special 
rates in favour of the export trade, and the final result is a highly 
complex table of the freight charges levied on the most com· 
pletely homogeneous great system of railways in the world. 
The-Prussian Government has set up a number of Councils, in 
each of which leading business men of a Province can urge con· 
cessions to particular local interests; and their suggestions are 
generally adopted. This in Prussia, as well as in Britain and 
America, monopolistic tendencies are restrained in great measure 
by indirect competitive tendencies; and, where their course 
might otherwise run freely, they are curbed and directed by 
authoritative control, more cu: less under the influence of general 
business opinion. We shall return to this class of consideration 
later onl, 

In Britain the relations between monopolistic, competitive, 
and authoritative influences have changed with the development 
of the railway map. In very early stages, most of the traffic 
of each railway has been free from the competition of other 
railways; though it may have suffered a good deal from the 
competition of other methods of transport. In the next stage, 
competition among railways has directly increased: but a little 
later on, that has often fallen into the background: though 
indIrect competition of various kinds has taken its place to Bome 
extent. But meanwhile general attention has been called to 
the evils that might arise from concerted action by all the chief 
railways serving anyone district: and railways have been· 
restrained from all extreme uses of monopolistic power; if not 
.by actual authoritative edict, yet by the fear of inviting it. 

, A .good ac.oount of the German Advisory Railway Councils is given in the 
Report of tke Board 0/ Trade Ra.lway Confe,.,,,.:e. 1909 [Cd. 4677}, pp. 83--92. 
and 109-112; where they are described as "exerclSmg, if nol actual. yet a 
certBlD moral pressure on the authOlltiea." They have contributed to the 
multlphcation of speo1&l (.4U81iahme) rates, whloh In 1906 alrea.dy covered Dearly 
two thirds of the goods traffio OD P.lWI81&B rallways; ISO that. 10 spite of ISOme 
elIorts at Simplification, there were nearly. thousand dIlJerent rate· books 10 

operatloD (.b. pp. 98-105). • 
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It may be said that the British railway industry pioneered m,lv,l 

the path of publIc policy in regard to the authoritative defence 
of general interests against the abuses of overmastering strength. 
Its problems are unlike those of any other great country; though 
those of Japan and New Zealand may develop on somewhat 
silllilar !meso For it has no heavy through traffic: and, with 
a partial exceptioI,l for coal, it has comparatively little heavy 
internal traffic. It has been deprived of much specially re
munerative traffic by coasting steamers: and in return it has 
taken from canals traffic which they might have been able to 
work more eaSily than it can. These two considerations are 
often ignored: but they will be found to explain the chief 
peculiarities-good and eVIl-of British railways, and something 
must be said about them. 

The foundations of modern railway science were fumly laid. 
by Lardner's Rallway Economy, 1849. He attributed the com
plexity of its problems mainly to "the variety of the services 
rendered by a railway, and their remoteness in time from the 
outlays involved in its construction." But, when he wrote, not 
very many miles of well made railway line had been at work 
for more than a smgle decade: and since his time hght single 
tracks have been displaced by ever heavier double, triple and 
quadruple tracks: short cuts have been made, sharp corners 
have been rounded off, ar;ld steep inclines have been moderated. 
Each successive generation has regarded the representative 
type of railway of its own times as fit to exercise an enduring 
monopolistiC sway within its own region; but in fact new deyclop
ments have demanded new provisions: broad details are ever 
changing, though fundamentals remain nearly as they were in 
18501• 

J Lardner's work is a fittmg oompanlOn to Babbage'8 Economy of Manu
factures, 1832. 1l:ach of them set the mam prInCIples of an unportant branch of 
appbed economics WIth 80 much constructive genius, that 8ubsequent study has 
confirmed them, even more than it haa enlarged them; wlule some of theU' 
results aze often ignored even now. There aze few controversiahsts on eIther 
BIde of the dominant .8Jlway ISsues of the present tIme, who might not learn 
much from Lardner. Bls work is thoroughly Enghsh: but the chief obliga.tions 
which he recorda are to analytlcal stuwes made m BelgIUm and France. 

The shght touches of mathematlcal reasoning whlch aze to be found in early 
books on railway SCience, have been greatly developed by Launhardt, Colson, 
and others. The bulhant wor~ of Edgeworth and Ptgou has SpeCIal c!allne 

M.LI'. IS 
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lU, IV, 2. 2. The configuratio1& of Britain and lIte Iwhits oiller 
people are responsible for the fact that most 01 her goods 
traffic consists of small consignments, carried short distaltceB ; 
and tlterejore at high average costs Pe:! .. lon-mile." 

Railways grew out of difficulties of heavy transport (especi
aUy when mud was thick) at romes, quarries, docks, etc. The 
motive power was supphed at first by men or horses; and after
wards by stationary engines: and it was long, before railways 
attempted seriously to compete with inland water traffic, drawn 
by horses, for the carriage of common products in bulk. They 
sowed their wild oats in "the forties"; and during the subsequent 
seventy years have progressed quietly, doing great things, but 
making little history. A short account of theu early struggles is 
given in Appendix M, 1: we may pass at once to the immewate 
antecedents of present conditions. 

The most profitable part of the work of almost every railway 
system is its goods traffic: and the most profitable part of that 
is the carriage of great loads over great distances without break 
of bulk. For though the charges per "ton-mile" (that is, for 
carrying a ton the dIstance of a mile) in such traffic are nearly 
always exceptionally low, its costs are even lower in proportion. 
There is little or no shunting; the consumption of coal, and 
the expenwture of labour are low relatively to the ton-miles 
accomplished; and a much larger volume of goods traffio of 
this kind than of any other can pass over a line in the twenty
four hours. 

The ocean is now a mighty purveyor of such traffic to the 
railways of North America; and in a less degree of Central 

on EnglLih readers. But thelr route is not followed here: for mathematical 
analysIS cannot easIly be applIed to cond.tlOnal monopolf: it is almost con
stramed to start wlth the hypothesis of pure monopoly, and gradually to 
mtroduce succeSSIve linutatJOus, correspondmg to the vanoWl lumtatlona and 
restrictions wluch are imposed OD rallways hy vanoua ClrCumstances, and 
espeCIally by the guidmg and testrammg influences of pubho OPUllOD and 
authonty. On the route taken m the present chapter and the next. r&1lway 
problems are seeD m the first instance &/I concerned With oonwtlonaJ monopoly; 
cases, m which monopoly 18 in effect almost absolute, bemg treated B8 excep
tloneJ. Each route for the study has Its own advantages: the two ahould meet 
at the end; &II do the Eastern and the Western routes to Austra1ta. The route 

\ followed m these chapters seems the moat appropciato to the geMl"all'urp0se8 
01 Book ill. . 
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Europe. But the like services which it renders to English III,IV, a 
rallways are telatively small: and they are diminishing under 
the rapidly growlDg economy and efficiency of steam coasting 
traffic. In early days, traffic between the eastern and western' 
coasts of England had gone frequently by canals, rather than 
by salling slups; although the canals were narrow and shallow, 
and had to pass watersheds many hundred feet high, by tedIous 
locks: for delivery by canal boat was often quicker, and more 
capable of being guaranteed true to tune than was delivery 
by sailing vessel. One of the first achievements of the rela-
tlvely slow and costly paddle steamers of the second quarter of 
last century was the complete defeat of canals in this trade. 
For a while the railways made a strong bid against the ilfeam-
ships: but the ShIpS increased in speed and economy so ~ch 
faster than the railways dId, that they quickly took over nearly 
all of that trade: and very little long dIstance heavy traffic was 
left for the railways, except that in coal to inland consumers!. 

Meanwhlle the number of great industrial and tradIng 
centres, from which wholesale and retall dealers can draw 
supplies, has continually increased, as was noticed in Book II: 
and the growing changefulness and imperiousness of demand 
have caused the stocks, which dealers hold, to dIminish relatively 
to the number of different things m them, and in many cases 
to diminish absolutely. Consequently wholesale dealers occa
sionally. and retail dealers habitually, have found themselves 
in need of small consIgnments sent at short notice. Many of 
these travel as parcels by passenger train; but the remamdet 
are an increasmg part of the goods traffic. WIth ever Iessenmg 

I It is mdeed true that, though London baa good &coess to the sea, yet 
half her eoa.! aomes no'w direct by land. But It 18 to be remembered that m&JlY 
_ms of ooal, whICh were near tlda.! water, were for that very reason exhausted 
long ago: and .. gre .. t PMt of suoh ooa.! a.a oa.n 8aaUy re&ch the sea. 18 exported. 
If aoa.! has to travel by rMlway to the sea, and agam from the sea to the oon
aumer; then, even though the rallway journeys be abort, the cost of double 
transhIpment 18 hkely to give the adva.ntage to eoa.! sent m wagons dlreot 
from the mll/.e to the oonsumer, or at lea.at to a rMlway station m hiB Immeruate 
neIghbourhood. Gas and eieotrl(llty comp .. rues and other Ja.rge oonsumers 01 
ooa.! often seek tldaJ water m London and elsewhere. But smaJI oonsumers 
draw nearly aJI theu lupphes from rallway stations; the oost of loea.! dehvery, 
though perhaps the lowest attamable under present oonrutlons, bemg wgh even 
for short dlSta.noea. 
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HI,iV,2. competition as to charges, railway managers have set them
selves to attract traffic by speedy delivery: thet have sent oil 
each consignment as soon as it arrived; often even giving it a 
truck to itself, if there was nothing else going to the same 
destination, unless it was very small indood. So they are loath 
to bring the large wagon into general use; although, when full, 
it weighs less in proportion to its freight; occupies less space on 
the-.-tine, and is more economical in other ways than a small 
wagon. And, partly in order to lessen the total time occupieq 
in the journey of a consignment from. sender to :receiver, the 
railways perform themselves, .and include in their ordinary 
charges, some services, which elsewhere are left to the indi
viduals concerned or subsidiary transport agencies: this practice 
causes the charges made on Bntish railways to appear higher, 
relatively to those in other countries, than they really are. 

These and similar causes have given a peculiar character 
to English railways, which differ from those of other great 
industrial countries of Ei.l1:ope somewhat in the same way as 
those differ from the railways of America. Wherever much 
long distance heavy traffic must go by railway, plant and 
charges are adapted mainly to its reqUlrements: and heavy 
engines draw long trains of large wagons loaded with freight; 
"hich pays high charges per ton for each average journey, but 
very low charges for each ton-mile (that is, for each mile that 
each ton is carried). An American train often carries more 
than a thousand tons in fully loaded wagons, holdmg from 
thirty to fifty tons, for more than a thousand miles with scarcely 
any break of bulk. The majorIty of British goods trains, other 
than those loaded with coal, are made of small wagons destined 
to deliver a multitude of consignments, averaging some two or 
three hundredweight, or even less, at a multItude of stations. 

Hence arise two results, which will occupy our attention 
R good deal. Competition for traffic between two British 
routes, whether each be wholly by one railway or made up 
from portions of two or more, turns ;more upon the incidental 
conveniences offered by the several services, and less on the 
charges made per mile, than is the case in many other countries 
and especially in America. And secondly, statistlCal records 
of the average charge per ton-xwle of goods carried, if ever they 
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should be collected for Britain, would show a much higher m, IV, 3. 

level than those of many other countries: .rattly on account 
of the special facilities, to which British railways are forced to 
devote much money and care; partly because the heavy charges, 
which forwarding agents make in other countries for simIlar 
work, are apt to be left out of account in international com-
parisons. These agents often delay consignments till they 
have enough for a smgle destinatIOn to enable them to claim 
a lower rate of charge than that for small consignments. An 
Englishman generally prefers a prompt service to one that is 
rather cheaper. Perhaps this preference is sometimes carried 
unreasonably far: but a fair comparison of two railway systems 
in regard to efficiency and economy requires that full allowance 
be made for economy of timel • 

3. Britain's railway map shows the fortuitous results 
of competition; and her passenger service is very costly: but 
the economy of time resulting from frequent rapid services 
on parallel lines is perhaps worth more than its cost. 

We may next consider the rule that density of population 
shortens the average railway journey; and raises the benefit 
whICh the public derive from a great choice of trains, in com
parison with that which they get from low fares and low ~ates 
for the transport of goods. At the same time, it enables charges 
for the cost and upkeep of the permanent way to be divided 
among a great number of passengers and tons per mile: it 
therefore allows the direct costs of hauling each passenger and 
ton of goods a mile to be rather high without lowering the 
dividends of the line. Advantage has been taken of these 
conditions throughout the industrial and trading districts of 
England and Scotland to set up a greater number of trains, 
and especially of fast trains, than are to be found in any other 
area of equal size in the world. Nowhere else are there so 
many pairs of points between which the passenger has a large 
choice of the time of day at which he will start on his journey, 
and yet travel at an average rate exceeding forty miles an hour. 
Nowhere else are small packages collected and delivered over 

• Method! of obtainmg eoonomy m'money costs, WIthout losmg eoonomy of 
time, are considered below, pp. 49()-1. 
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III, IV, 8. so many considerable distances within the twenty-four hours, 
even at the cost to the railway of sending oft wagons with 
but light loads: nowhere -else are so many express fish and 
milk trains run, though the quick and secure transport of 
perishable food over long distances has been brought to a high 
degree of perfection by American railroads. 

_ Ine compactness of the industrIal dIStricts of England anrl 
Scotland, com~ined with the manifold railway access which 
each district has to various sea-ports, has made competition for 
traffic of this kind very eager. In the result there has been 
a constant tendency to agreements as to charges: and these 
agreements have been promoted by the intervention of Govern
ment; even while a. chief motive of the Legislature was the 
desire to maintain competition among railways, and to check 
the mov~ment of the railway system as a whole in the direc
tion ot firm monopoly. Parliament has alway'!! favoured the 
fusion of lines which make a continuous whole, and regarded 
parallel lines with some suspicion; but some parallel lines for 
'which there was no good reason, when they were made, are now 
fully employed. 

The intensity of some kinds of goods traffic, and of almost 
all kinds of passenger traffic between chief centres of population 
has contributed to the concentratlon of the greater part of 
Britain's railway system in less than half of her area: and it 
has been justly observed that the forethought of a strong 
Government might have effected a somewhat better distribution. 
But under modern conditions, densely peopled districts exert a 
preponderating influence on Governments, even of a somewhat 
absolute character: stress is laid on the fact that trainloads are 
often very light in districts in which the passenger train mileage 
in each hundred square miles is very small. It is noteworthy 
that, the railway map of Pru~sia, under by far the most efficient 
governmental management in the world, shows alternations of 
dense and sparse networks somewhat similar to those of Eng
land's map: and this is in spite of the fact that many Prussian 
railways in sparsely peopled districts were m8.de almost ex
clusively for strategic purposes. 

Again, when two considerable railway centres A. and Bare 
connected by parallel railways, some waste may be caused by 
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running express trains on both routes: and the cessation of such III, IV, 4-

waste is one of the more prominent advantages which are some-
times anticipated from a fusion of the two lines, whether in 
private or Government ownership. But there seems to be no 
very great waste in such duplication; except in a few cases, in 
which the trains on both routes are inadequately filled, and run 
between A and B without stopping. It more frequently happens 
that some of these express trains stop at one or more important 
secondary stations on the way. Suppose 0 to be such a station 
on one of the lines; then it 'Will probably be arranged that a 
slow train arrives shortly before a quick train stops there; so 
that passengers from small stations intermediate between A and 
o travel quickly between 0 and B. Slmilarly passengers, start-
ing from small stations between Band 0, travel quickly between 
o and AI, 

4. I'll. regard to s1wrt periods most of the costs of a 
railway are "fixed" j but large problems of railway polimJ 
relate chiefly to long periods, in regard to which<.nuch fewer 
costs are fixed. 

Passing from general considerations relating to the structure 
of British railways, we may now enter on the large and difficult 
problem of the relation between costs and charges in the railway 
industry, regarded as one of conditional monopoly. 

I Parallel lmes are lometimes dehberately arranged by a Bingle ~ompany. 
Great Western expresses between London and Exeter have three routes: one 
through Bath, another through Badmmton, and a thIrd through Westbury. It 
is doubtful whether any waste is involved by the fourth parallel route of the 
South Western through Sahsbury: and North Devon would have suffered much 
If that route had not been contmued to Plymouth through Okehampton. There 
are no long parallel lmes In Bntam so near together as those that run on the 
rIght and left banks of the Rhme for more than a hundred mues, being in SIght 
of one another for the greater part of th. way: they are two of the bUSIest hues 
of the great Prusslan system. 

The Great Eastern and Great Northern lmes are parallel between London and 
CambrIdge. But CambrIdge IS the focus of many hnes; and Bome Great Northern 
trams are arranged to arnve at or leave CambrIdge at about the same tIme &8 

Great Eastern expresses; so that Norfolk and other Eastern CountIes may have 
good connections WIth Hertfordslure and nelghbo':'nDg rustncts. As a rule the 
two sets of express trams supplement one another: and If their number were 
much dimmlshed, the small gam in net moome to the combmed compames, 
would probably be of leas value than the 1088 of time and convemence to those 
whose engagements give them occaSIon to move between London and Cambndge. 
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III,IV,4. It is true that when once a new railway has a fully equipped 
double track, it can carry a great deal of traffic without further 
outlay on its permanent way, and with but little further outlay 
on buildings: though of course it must increase its rolling stock, 
and almost every class of its employees. It is true therefore 
that its costs are less dependent on the extent of its business 
than are those of & shipping company, which makes use of 
public docks: and invests nearly all its capital on vessels that 
speedily deteriorate, even if they are not rendered obsolescent 
by technical advances. A large ship is no doubt very economical 
of working, provided a full cargo can be found for it. But the 
total costs incurred by a railway for & small traffic per mile are 
generally very great, while those for a dense traffic per mJe are 
generally low: and there is no equally striking contrast between 
the expenses per ton or passenger mile of a small line of well 
chosen ships, and those of the most powerful line. It will 
however be found on examination that tendencies to Increasing 
Return are strong only at certain stages of a railway expansIon: 
and that similar tendencies are found at corresponding stages 
of the growth of a business in industries which are not, in any 
special sense, Increasing Return industries . 

. Consider for instance the case of a printer, who is equipped 
with a varied up-to-date plant and staff, but is slack of work: 
the gain of an addItional order may be worth to him nearly the 
full prioe that he would get for it, after deducting the cost of 
the materials. And yet, if his normal output doubled, he might 
probably need almost to double his plant and staff: he would 
,not reap any great additional ~cO,:t;lomies from more highly 
Jlpecialized. plant or ~taff, utilization qf ,wa&te products, etc.: 
rf;hat is, he ,would not reap many additional economies of th086 
,kinds wl*.h ~re giving the upper hand to " giant .finn in steel 
and some other distinctively Increasing Return industries. 
Therefore althoug~ a particular order may be taken, without 
allowing for more than out-of-pocket expenses; yet, speaking 
generally, orders, are to be charged with their appropriate share 
of the cost of setting ~p, .or it may be enlarging the printer's 
buildings, plant and staff: and the same is true in great measure 
of railway work. That is to say there are alternating stages 
in the evolution of the traffic on. & railway. When it is fus~ 
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opened, it commonly has an equipment expected to suffice for III, IY, 4-

several years, without calling for any very heavy expenditure. 
It has at first very little traffic; perhaps hardly sufficient to cover 
workmg expenses, without making any contributlO~ to interest 
on the capItal invested. During that stage, every addition to 
the traffic adds much more to the revenue of the railway than 
to its costs: and it may be said, without greatly forcing the use 
of words, the railway is an Increasing Return business. But 
after a while the traffic begins to outgrow the equipment of the 
railway; and then no more can be carried efficiently without 
great outlay: while that development IS in process the railway 
may be described, Without greater forcing of the use of words 
than in the preceding case, as a DiminIShing Return business: 
and so onl • 

It may be well to go into some detail in regard to this. 
Of course it is, generally speaking, no true economy to build 
a line with steep gradients or sharp curves, or even on a cir
cuitous route, .if there is any considerable chance of its being 
required in the course of a generation to do important work. 
But nearly all the other outlays, which belong to a first-class 
railway, may well be avoided when building in a sparse!y 
peopled district. 

A single line, with few and short sidings, scanty ballast 
and light rails can be built and equipped cheaply. It may be 
closed at night; and at a very small station two men can do the 
whole work, including the signalling. As the traffic increases, 
the efficiency of the railway can be increased gradually: and 

1 This point has been developed by several wrIters and especi .. lly by 
M. O. Lorenz,in the Harvartl Journal of Economics, Feb. 1907 .. nd Feb. 1916. 
He quotes from PreSident J. J. Hill of the Gre .. t Northern Ra.Uway, U.S A •• 
speakmg in 1907: "The traffic increalle8 wonderfully, but the ra.Uroad faCIlities 
have not been able to keep up the pace. That JS why to· day your bUSlDess m 
Bome respecte IS paraly.sed, wlule you ory aloud for transportation help. Long 
paralysis means slow death. The fact 18 probably forty per Dent. of your busmess 
to.day is Without any faclhtles to handle It." 

The fundamental Importance of the element of time in all dlsoussions of the 
hues of wVlSlon to be drawn between (1) ftuctuating operatmg expenses, (2) con· 
Btant operatmg 6ICpenses, and (3) fixed "harge., 18 explamed m grea.t detail, With 
spectal reference to Amertcan oonwtlOna, l.D. W. J. Ripley's excellent ll, .. lroada, 
voL I., especIally pp. 61-66. "Everythmg depend. OB the length of time under 
eon81deratlon." Compare his long penod chart (p. 66) WIth those fOl' short 
pertods (p. 100). • 

I 5-5 



458 COMPETITION AND MONOPOLY IN TRANSPORT 

III, IV, 5. thus its capital cost can be kept in fairly close relation to the 
work it has to do, and the income it can earn. But the increase 
in expense makes some great jumps: as for instance 3S soon as 
it has been decided to have two lines instead of one, or three 
or four instead of two; or to keep the signal-boxes open by 
night; or to make the permanent way, including the bridges, 
solid enough to carry heavy locomotives at a great speed. 
Nooe of those changes can, as a rule, be made piecemeal: 
and after each of them, the efficiency of the line is so much 
increased, that it can carry more additional traffic, than it is 
likely to have for some time, without any appreciable addition 
.to its expenses on account of the permanent way. 

These general considerations are sufficient to show that the 
permanent way and its equipments are not even approximately, 
definite entities, made once for all, and "fued" independently 
of the traffic. If further evidence were needed, it would be 
supphed by the fact that in the thirty years 1882-1912, the 
"paid up capital" of British railways increased from 768 milhon 
pounds to 1335 million pounds; though their aggregate length 
had increased only from 18,457 miles to 23,441. 
. In one sense indeed it is true generally that the density 

per mile of the traffic of a rallway system increases with its 
length; and that therefore the larger it is the lower the rates 
a.t which it can profitably work. For if an extension B is added 
to a railway A, the traffic on the united lines exceeds the Bum 
of the traffics that there would have been on A and B separately 
by the traffic between A and B. But this consideration is 
more than outweighed, in a country already well supplied with 
railways, by the fact that the natural courses of the chief traffic 
have been occupied by the earlier hnes. 

5. The direct costs of particular passenger services. 

l The business of a railway consists of two main branches, 
goods traffic and passenger traffic. Goods traffic is the more 
interesting for our purpose; but it is also the more complex.) 
For much of its cost is due to terminal services, which are of 
a different order from those of mere transport: and while, as 
a rule, the fare paid by a passenger is of no concern to anyone 
but himself, much of the trouble connected with charges for 
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goods traffio arises from the fact that the oharge paid by III, IV, 5. 

producers or traders for the transport of any class of goods is 
a matter of ooncern on the one hand to those who del'ire to use 
the goods, and on the other to those who offer competitIvll 
goods from the same, or from dlfferent, sources of supply. We 
will therefore begin With the <prect costs of passenger traffic. 

The unit of charge is as a rule (subject to exceptIOns for 
season tickets, organized excursions, etc.) a single or double 
journey for a single person: but the smallest unit of cost of 
service 18 that of a passenger wagon 1. There is no means of 
ascertaining beforehand how much dead weIght will be carried 
for each passenger in any train (save in a few cases, such as 
those of trains whICh bring every wel'k day the same crowds of 
workers to go on duty at, say, nine o'clock); and the accommo
dation provided is adjusted to the probable demand for it, a 
iargJ margin being generally allowed for unforeseen contin
gencies.lTherefore the direct cost of a passenger must generally 
be taken to be that fraction of the total cost of hauling a \'\ agon, 
which corresponds to the average number of those who travel 

. in the same class of carriages with himself, in trains whICh run 
under similar conditions to his.1l'his last quaWication leads to 
the next pomt. 

As it makes scarcely any difference to the cost of a railway 
whether any carriage in a train, that is made up ready for 
running, is full or not: so the addltlOn of an extra wa.gon to 
a train, which is bound to run, adds to the total costs of the 
train, nothing but the wear and tear of that wagon, and the 
consumptIOn of a little extra coal. Therefore spealang generally 
the wagon unit of cost is to be regarded as a proportIOnal part 
of the next larger unit of cost, that of a train. 

It used to be held that a fast train cost more than one 
which made many stoppages on the same route. This was 
partly because an engme that could travel fast, was very 
expensive < but improved methods of exact mechanical engineer
ing have reduced this dlfference; and it is now understood, 

1 It IS true that when Bome of the wagons contain compartments of more 
than one class, it 18 pOSSIble to meet slIghtly Increased dem .. nd on the p .. rt of any 
class of pa.ssengers by substltutmg a. long wa.gon for a. Bhort one. But, for the 
sa.ke of 8lmpholty. th_ and simlla.r trlfhng dewIs will be left out ofconBlderauon. 
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that a train travelling forty or fifty miles an hour with but 
very few stoppages. is less costly than one that makes frequent 
stoppages, and is yet required to attain a good pace between 
each pair. Therefore the practice of charging additional fares 
for express trains has declined, especially in Britain; and the 
direct cost of a passenger train.. may be taken as varying 
generally with its total weight and length of journey. But 
a train which runs at a time, when the line has more traffic 
th~n it can conveniently accommodate, may be held not to pay 
its costs unless it is fairly full: as a rule, the trains that do run 
at such times can earn large revenue even at low charges; and 
these opposing influences have led to some curious anomalIes1• 

The total charges that belong to the passenger service, in
cluding the tra.nsport of such parcels as go by passenger train, 
consist of the direct costs incurred on current account for pas
sengers, parcels, rolling stock. stations and employees; together 
with interest on all outlays for those that are to be charged 
to capital account: also with appropriate sha.res of the general 
costs of signalling; and of the making and maintenance of 
the main way, and of such sidings as are not exclusively used. 
by the goods traffic. But the distribution of these general 
costs between the passenger and the goods divisions cannot be 
brought under any fixed rule. AB a starting point it may be 
supposed that they should be divided roughly in proportion to 
the direct costs of the two divisions: with some special allowance 
for costs that are incurred more for one service than another; 
and especially, when one pushes the other asme. For instance 
passenger trains crowd goods trains off the line at certain hours 
o~ the day, while goods trains in return have almost exclusive 
possession in the centre of the night. 

To pass to some points of detail :-it is often said that the 
tendency of the age is towards increased subtlety of differentia
tion between various classes of goods that travel on the same 
line of railway: but, in so far as this is true at all, the cause 
will generally be found to be some ne~ differentiation in the 
services required for di1Ierent things. In passenger traffic on 

I Sometlung is II&lCl about. them in Appendlll M. I. 
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the other hand the tendencies of the age are clearly in the III, IV, 6. 

opposite direction. In early tImes indeed everyone had a 
definite rank: when he travelled he received accommodatlOn 
according to his rank; and he paid for it proportionately, 
unless mdeed he exacted it without payment. The first English 
railways went on thIs plan: those who were unable to pay 

"high charges were forced to travel in great discomfort; and 
express trains were practically reserved for the gentry, partly 
because it was thought that quick transport was very costly; 
until, with the advance of railway technique, it was found better 
to attract all classes of passengers between principal stations 
into fast trains. 

Thus one form of differential charge, which was long 
customary, has practically disappeared from BrItish railways. 
Meanwhile the amenities of thud class travellmg have bee~ 
greatly increased; and it has become necessary to provide first 
class passengers with so much free space, that the actual cost 
of the haulage needed for earning a given sum from first class 
carriages has become greater than for third class; though of 
course the net earnings on each hundred passengers are greater 
for the first than for the third class. In several other ways 
differential charges for passenger traffic have diminIshed; and 
an elastIC demand has been met by increasing accommodation 
and specially low fares, even under condItions which made the 
direct cost of haulage more heavy than usual. 

These considerations tend to show that the reasonableness 
of the fares charged by a railway cannot be judged even 
approximately by mere reference to the rates per mile m each 
class: for the serviecs of one railway may be so much more 
advantageous to passengers than those of another, tpat they 
are really the cheaper, though at hIgher charges. t Speed andl 
frequency of trains, spaciousness and ease of carriages, allow
ances of free luggage, etc. are benefits for which extra fares 
could be charged reasonably; in the same way that a hIgher 
rent may be reasollably charged for one ten-roomed house in 
which the rooms are large aJ?d well appointed, than for anothe:.: 
which is also classed as a ten-roomed house but cost much lcss 
to build. }Again, a line bwIt in a mountainous and difficult 
district, where traffio is scarce, may charge hIgher rates fol' 
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Ill, IV, 6. a service inferior in comfort or efficiency to that of another in 
a rich, flat, densely peopled district: and yet be in effect the 
cheaper of the two. . 

But so great are the advantages of simplicity and uniformity 
that, with a few divergences in excepti()nal cases, the charge of 
a penny per mile for ordinary third class traffic is universal on 
Bntish railways; it being understood that, where there are 
com-petitive routes, the mileage is reckoned as by the shortest. 
Thus' practical expediency has brought about a rigidity of rule, 
which would have been resented if imposed on the railways 
by authority. 

6. The direct costs of particular goods-traffic services. 
As a single passenger is the ordmary unit of charge on his 

side of railway business, so is a single consignment the unit of 
charge on its side: and, as in passenger service so in goods service, 
the direct cost of the appropriate unit of charge, is derived in 
the first instance from that of a wagon unit (or, in the case of 
a large consignment, of several such units), which again is 
Generally derived from that of a train unit. And the general 
costs of semce are shared out over particular direct costs on 
a similar principle, or lack of principle, in the two cases. But 
there are some broad contrasts between goods and passenger 
services, from the points of view both of the railways and their 
customers, on which a little should be said. 

To begin with, there is the consideration that goods traffio 
bears a closer resemblance to manufactures than passenger 
traffic does: because the carriage of goods, lIke the work of 
a factory, is only one link in a chain of production; whereas 
a passenger journey is, as a rule, complete in itself. Conse
quently the immediate, though not the ultimate, interest in 
the freights charged for any kind of goods is generally concen
trated in a relatively small number of people, who trade in those 
goods as buyers or sellers. But the interest, both immediate 
and ultimate, in passenger fares is diffused over the whole 
population i and therefore it seldom gives rise to keen sectional 
conflicts, such as are found in the relations between those 
engaged in successive stagell of the aame long process of pro
duction; especially if they are organized in cartels, or so-called. 
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"trusts,.' and other giant businesses. Accordingly, freight III, IV, 6. 

rates are subject to an eager, alert and well wormed scrutmy, 
which is seldom brought to bear on passenger fares: and, as 
it happens, though dIscrimination between passengers according 
to their rank has been rendered impractIcable by the obso
lescence of definite lines of social cleavage, the dIScrimination 
of goods according to their rank has become a very Important 
matter to the carrier: and it is not very difficult. 

Again, a passenger who desi-\'es to travel between two points 
A and B is concerned only wIth the charge levied cn him: 
he does not care whether It is greater or less than the charges 
levied on other people who travel between either point and 
some third point. But the producers and dealers who live ill 

A are often deeply interested in the relation whICh the railway 
charges, levied on the goods which they send to B, bear to 
those levied on rival goods, which come from 0, or D. In 
fact, there is much truth in the saying of an experIenced 
railway official, that when a trader or a localIty complains that 
railway rates are too high; what is really meant, is that the rates 
charged to some competItive person or locality are too low. 
For, as has been already observed, neither producer nor trader is 
very much affected by a tax or any addJtlOnai charge laId on 
him, provided that everybody else, who supplies the same 
market, is subject to the same burden: the main burden falls 
on the ultimate consumer, though the businesses of producer 
and trader may be a little curtailed. 

Again, in a small country such as England, which has 
sufficient traffio to require its chief lines to be kept open at 
night, the goods service presents in one respect simpler -prob
lems than the passenger service. For the passenger insists on 
choosing his own tImes for travelling: and these are, for the 
greater part, tImes when the line is crowded (unless the journey 
is long enough to gIVe tIme for a fair night's sleep). But the 
shipper of goods requires nothing more than that they should 
travel safely, and be delivered WIthout great delay: he does not 
care whether they go in a fast or slow train, or what stoppages 
they make by the way. So far from objecting to their travellmg 
by night, he rather prefers it; at' all events in a compact;. 
industrial district, }'Ihere goods collected by a railway towards 
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m,lv,8. the end of 11 day's work can be generally delivered before noon 
on the next day. This convenience is partly cause and partly 
result of the British practice of making up numerous trains, of 
small wagons, many of which are not nearly full; so that one 
can be dropped at each considerable station to be unloaded at 
leisure. The proportion of dead weight to freight in these 
trains is very high: but they enable work to- be done without 
very.much night labour between two working days, which in 
most other countries is spread over at least twice as long a 
period. And thus in goods traffic, as-in passenger trafficLBrttish 
ra~lway services rate economy oj time to the customer much more 
highly in companson with money costs, than other raiZway Bervict'8 
ao.)Let us pass to another contrast, that between railway and 
shipping services. 

The special services with their corresponding costs, which 
steamship lines render to valuable goods, consIst chiefly of more 
rapid transit, with a regular service of ships insuring prompt 
despatch. These advantages play a relatively small part in 
railway goods traffic: for distances are short, at all events in 
small countries, and there are frequent and regular services on 
main lines for aU sorts of traffic. Steamers charge light goods 
according to volume. Railways do not: they simply put goods 
that occupy much space in proportion to their weight into a 
"higher," that is more highly taxed class: machines for instance 
are in a high class when fully set up, and in a low class when 
their several parts are closely packed in square cases. 

English railways generally undertake cartago for everything, 
except minerals ilnd other things, which come in grea.t bulk 
and are carried at very low rates. Costs are incurred and 
corresponding charges are made for " terminal" expenses of 
various kinds, with extras for covering and uncovering, loading 
and unloading. These costs and charges are not always very 
heavy absolutely: but they are large relatively to actual costs 
of haulage, especially in short distance traffic: consequently 
unless terminal charges of aU kinds are separately entered, the 
total charge per ton-mile must be very high for small distances, 
and gradually diminish, as, the distances increase t • . . 

1 The direct eost of carrymg the IlIdlUI oIaaa of gooda per ton-mile baa been 
found, other thm~8 bem~ e<Jual, tq varr gt'nereJIy aa the .quare root of the 
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Accordingly railways in every country arrange that the III, IV, 6. 

charge for each consignment per ton-mile shall be greater 
for small consignments than for large, and for small distances 
than for lllrge: administrative economy requires the rates of 
charge to be grouped into several broad classes. The charges for 
each sort of goods are in some measure adjusted, with general 
consent, to the average of the total consignments of them which 
make the same journey, and give scope for making up fairly full 
wagon-loads, if not train-loads; and again to the costlmess of 
any special wagons needed, and the ratio of their weight to their 
carrying power; and again to the outlay and care needed for 
preventing depreciation of the goods and injury by the weather. 
Account may also be taken of the fact that wagons specialized 
for one sort of traffic are apt to be expensive, to travel often 
empty one way; and in some cases, to be idle during a great 
part of the year. 

To conclude:-a fairly old.railway, holding the greater part 
of the transport of a compact industrial district, is likely to 
have so completely adjusted its appliances to the traffic, that 
each of them is well occupied; and does its work so economically, 
that any addition to that work would have to carry nearly 
full costsi In such a case cost of service could automatically 
become the chief regulator of railway charges~ and some 
American writers are inclined to thInk that, ere many genera
tions are past, railways will in their own interest cease to concern 
themselves much about the various values of their services to 
partIcular classes 'of traffic; but will levy nearly the same 
charges for all services that make equal demands on their plant 
at equally busy seasons, and require equal direct or "partIcular" 
costs. Mr M. O. Lorenz argues cogently that while value of 
service is likely to continue long the cruef regulator of prices' 
in the sparsely peopled districts of the Southern and Western 
States of America, cost of service shows signs of taking the first 
place in the Eastern States1• 

It has already been said that Scientific Management is 
but one exceptionally vigorous and sanguine embodiment 01 

dIStance. (See Ripley, l.c. I. p. 103) But tins empiricaJ raJe might easily be 
let _de by changee 1D orgaruzatlOn and 1D technique. 

1 Quarlerl)! Journal 0/ &conomtC8, Feb. 1916. 
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III. IV, 6. the fundamental idea that the progress of the science of busi
ness, as of all other sciences, depends largely on the clearness 
and precision with which the achievements of one generation 
are recorded so as to form starting points for those of the next. 
The trained instinct of a business man of high genIUS will no 
doubt often see at a glance a clear way through problems, on 
which even the most voluminous statistics could gIve but little 
guidlYlce. 

But, as was urged above (II, II, 2), the printed figure remains; 
and cumulative progressive knowledge based on organized 
records of observed facts supplies the material on which modem 
constructive faculty works. Its province is to perceive how the 
slight and indirect lights, thrown by mere numerical records, 
can be so utilized, in combination with lights drawn from their 
sources, as to cause realities to fall in their proper positions rela
tively to one another. and to set on one side hasty inferences 
from limited obSilrvations. • 

No doubt untutored critics are apt to be misled by inter
national comparisons, which discuss ton-miles, wagon-miles, 
and train-miles, on the supposition that each of these terms 
means nearly the same thing always. But American railways 
have lived down such difficulties as these; and are turnmg to 
ever better account the publication of the information; which 
the Interstate Commerce Commission, with fuJI support from 
public opinion, requires them to publish1• 

Some reference has already been made to various policies 
for the distribution of the general costs of a railway among the 
charges for its various services. But we have come to the point 
at which these complex and thorny matters must be considered 
more closely. 

1 Somethmg more is sa.i.d on this subject in Appendut M. 4. The present is 
not the proper place for investigating the relations between employers and 
employed In condItlonal monopohes. But the charges, made by Bntl6h and 
Contmental raIlways, cannot be compared fau-Iy WIthout reference to the high 
wages wluch Bnt18h rauwaya pay. An Act, passed in March, 1913, provuled 
that a rise in their charges might be justlfied on the ground that it was needed 
to cover outlay on "unprovement m the conWtlons of employment of ita labour 
or clenoal staff." 



CHAPTER V 

COMPETITION AND MONOPOLY IN TRANSPORT, 
CONTINUED 

1. The distribution of the general costs of a railway III, v, 1. 

over its various services. 
The present chapter is mainly concerned with the appli

cation to railway problems of the general principles, already 
discussed, relatmg to the good and the evIl of price-dIscrimina
tIOns by semi-monopolistic businesses. This inquiry, especially 
in 80 far as it relates to geographical discrimInations, runs up 
into the question of Government control of raIlways and of their 
relations to other agencies for internal transport; as to which 
somethmg is said in Chapter VI. 

In the present chapter, as indeed throughout, reference is 
made to normal conditions, such as those which existed before 
the world-war: they were the basis on which earlier drafts of 
the present Volume were wntten; and no account is taken of the 
abnormal conditions which have arisen during the war, save 
where an express reference is made to them. 

When price is governed by active and unrestricted com
petitive production, the highest price that the market will bear 
is the equivalent of the cost of productIOn; provided the 
commodity in question is in fact, or can converuently be made, 
the chief product of a well-equipped busmess. But the case is 
dJ.fferent, where several products have a joint cost of production, 
in the strict sense; so that it is almost impossible to produce 
one WIthout producing the others. For then the division of 
the costs between them is governed by the relative volumes 
and intensitIes of the market demands for them; subject to 
the condition, that if the processes of production can be BO 
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III, v,l. modified as to vary their relative proportions, then those pro
portions will be modified in accordance to the relative market 
demands; and prices will be modified accordingly. Thus, before 
mutton could be brought across the equator in cool chambers, 
the wool of Australian sheep was developed at the expense of 
the mutton; though, in breeding British sheep, the first con
sideration was the rapid maturity of a heavy carcase. In 
sucaJ,djustments monopolistic and competitive policies run on 
similar lines: what dllIerences there are between the two are 
relatively unimportant. 

We have seen that manufacturers. traders, and shipping 
companies, who offer a variety of commodities or services, are 
seldom able to set a large share of general costs on any com
modity or service, on which well-appointed businesses can 
conveniently specialize: but in regard to all others they have 
great freedom. Their normal practice is to adopt some 
distribution of the general charges provisionally: to make 
slight tentative variations in the distrIbution-sometimes with 
reference to particular transient condItIOns, sometimes with 
the purpose of improving their permanent policy. A strong 
monopolist business has a. free hand in making such experi
ments: but its action in this respect differs only in degree, not in 
kind, from that of almost every considerable alert manufacturer 
and trader. 

Just as independent competitive manufacturers and traders 
distribute their general costs over various classes of goods, 
somewhat arbitrarIly indeed, but yet ultimately very much on 
the same plan; so it has been found that II there exists surprising 
similarity in the methods employed by different railway com
panies in apportioning certain common or overhead expenses. 
This similarity appears to have been brought about Without 
previous conference and agreement; and is apparently the 
result of similar conclusions arrived at by men working at the 
same problem independently of one another." It appears that 
this agreement, hable to vary as it is from one country to 
another, and to change in some degree from decade to decade, 
is yet sufficiently definite to serve as a basis for "public policy 
expressed in most general terms, leaving the detailed apphcation 
to administrative action and judgment." Such appear in effec$ 
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to be the main principles governing the BritIsh Railway Com- ill, v, 1. 

mission and Board of Trade j as well as of the Interstate 
Commerce Commission, on whose behalf they have been thus 
formulated l • 

From a purely abstract point of view, it might seem proper 
to assign to each service its own direct costs, together WIth 
a proportionate share of those which belong specially to services 
of a hke kind with itself; and another proportionate share of 
those whICh are common to the whole railway. But for 
practical purposes, account must be taken of the universal 
custom of putting lower charges on goods that could not be 
carried at all at rates, which have but httle constrictive effect 
on traffic in more costly good.'!. Accordingly a charge for any 
service is not regarded as discriminative, so long as it includes 
IIhares of general costs proportionate to the charges which are 
commonly levied for similar services in regard to goods oj tlae 
same kind on the raIlway in question, and on others working 
under like conditions. Such conclusions are based on a broader 
foundation of experiment and experience than most of those 
which are adopted as rules itl practical· life. They are not final . 
of course; and must in the long run be modified by the assault 
of experience wwch is growing slowly in breadth, and fast in 
organized analysis, record and reasoning: but they hold the field 
for the time. 

A prehminary dilllculty arises from the distinction between 
the cost of handling freight at its points of departure and 
arrival j and the cost of moving it when it is in its wagon. The 
first cost is approximately the same for similar consIgnments, 

I By Mr B. H. Meyer at the meeting of the Amencan Economio Associa
tion. m 1913. Professor M. B. Hammond suggeSta that It matters very hUle 
how a merchant or a manufacturer starta hIs Ihstrlbutlon of general costa. 
He may apportIon them "to labour costs. or to the oost of the material: or, 
even more loosely stu!, accordmg to floor spaces. or according to the amount of 
sales or the number of employees." After a whUe he WIll get from any startIng 
pomt to nearly the same conclUSIon: amce "by carefully comparmg the rates 
of growth of the vanous departmenta WIth the growth of his profits. he is able 
year by year to correct hla former standards of meaaurement. ••• In applymg 
the comparative method of determIning coata and of fixmg charges in accord. 
ance thereto, It would seem that the CommIBBioners and the rlUlway offiCials 
have been merely pursuing the methods generally known aud accepted by 
most careful bUBlne&S men." (QtuJrfet-lg Journal 0/ Et:07WfI.ic .. Nov. 1910, 
p. 66.) 
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llI, v, 1. whether destined for a short or a long journey: the second 
vanes nearly with the length of the journey, but is rather less 
in proportion for a long journey than for a short. Here it is 
necessary to recall the contrasts between the charges for large 
and small consignments, and for long and short distances. 

First, as to the terminal charge: it must cover chrect costs, 
together with a share of general costs; all being roughly adjusted 
to thJ! 'labour of handling done by the servants of the railway, 
with extras for such special tasks as that of protecting the con
signment from the weather by a waterproof covering. These 
terminal charges are independent of the distance to be travelled; 
except in so far as a long journey may call for any precaution, 
that would be inappropriate for a short one: they are of course 
at somewhat higher rates for small consignments than for large. 

Secondly, that part of the charge, which relates to moving. 
covers direct and indll'ect costs. The direct costs of moving arc 
proportionately.higher for short distances than for long. And 
they are much higher for small consignments than for large: 
because full truck loads can be sent through to their destination, 
without further handling; while small consignments must often 
travel in partly empty wagons, at the expense of much "dead 
weight to; or else call for much special handling and delay on the 
route. 

With so great an economy to the railway in performing 
a large task relatively to that of performing a small one, it is 
inevitable that there should be some correspondmg lowering of 
proportionate charges in favour of the large tasks: and, as 
large tasks are generally undertaken for large capitallsts, there 
appears to be some discrimination against the small man. 
But in fact it seems certain that the shares of general costs, 
which are charged in addition to direct costs, oIten bear a lower 
proportlOn to those direct costs in the case of small tasks than 
of large. 

Hence it migh~ be inferred that tIle large trader, and not the 
, small, has ground for complaint of discrimmation unfavourable 

to him: but this contentlon, though plauSible, seems to be 
invalldated by the fact that the charge for the large task gives 
a less excess over direct costs, and thus contributes less to the 
net revenue of the railway, than would the aggregate charges 
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for an equal aggregate of work divided up into small pieces. IlL v, L 

Whatever nominal discrimination there be in favour of the 
small consignment, is therefore not injurious to the railway; 
and it is generally approved. This illustrates the great diffi-
culty of laying down definite rules for deciding whether there 
is any element of undue discrimination in charges made for 
services that are similar, but not identical. 

There are some large classes of discrimination as to which 
judgment is even more chfficult. Many of them, which can 
be defended by plausIble arguments, will need a little study: 
but we may first note, and put aside, distinctly vicious dIS
criminations, due to corrupt practices by some railway officials, 
or to violent action by powerful capitalists: they have done 
much to excite prejudice against differentIal charges which are 
really reasonable. For instance in the tumultuous develop
ment of American railways in the latter part of last century 
public anger was roused by the pressure, put by powerful 
customers on various railways, to grant them concessions out 
of all proportion to the economy to be derived from the large 
size and steady flow of their consignments. Some of these 
concessions were open, some secret: some were made honestly 
in the apparent interest of the railway; some were obtained 
by corrupt payments to particular railway officials, or by other 
malign courses. Such cases are howev& now rare and relatively 
unimportant: the sensational chapters in railway history, for 
which they provided material, are no longer of general interestl • 

1 To take extreme cases of pressure put on a railway:-a giant business 
sometimes made a demand on a ra.1lway for exceptIOnally low rates, supported 
by a threat to make a branch Ime to connect Its works WIth a rival trunk Ime, 
or even WIth the sea· board. And a group of finanCIers, or even a single powerful 
finanCIer, havmg large mterests in each of many concerns, would gIve a raIlway 
to understand that, If it dId not YIeld a ooncession to one of those concerns 
(whIch perhaps had no access to rival hnes), the ra.llway would. lose a good part 
of the traffio of other comparues whIch had access to several Imes. ConceSSlons 
of thIS kmd were seldom secret. • 

But others were seoret and dIshonest. Thus packages oonsisting mamly of 
goods. whioh acoordIng to the recogruzed classlficatlon ought to be charged at 
a hIgh rate per ton, would bG billed &8 conslstmg solely of low·rate goods; and 
the ra.1lway would not trouble itself to inqwre ~o closely. Warehousmg charges 
weuld be OIDltted, or trucks would be allowed to be used practIcally as ware· 
houses by the agents of a favoured busmess: whtIe the goods m whIch a rival 
bnsmess was mterested would be habItually delayed; and at Or1tJ.Oal times eveD 
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m, v, 2. 2. Discriminating concessions to particular industries 
and trades in regard to charges and services are mostly 
local; and they are often muck i'njluenced by competiti01& 
between industrial and trading districts, served by differeut 
railways. 

It has already been observed that the public at large seldom 
concern themselves about railway freight charges: and tha(f;he 
afeft attention of producers and traders is generally directed to 
the relative rather than the absolute, amounts of those charges; 
for, so long as each is sure that all his competitors, far and near, 
are subject to like charges, he is generally content.) In so far 
therefore as agreements among railways weaken the motives 
which prompt producers and traders to vigorous action in such 
matters, they deprive the non-vocal consumer, who bears the 
ultlIIlate burden of any high rates, of a chief defence; and they 
thus throw an ever increasing responsIbility on pubhc authority 
to intervene in the general interest. For instance, if the whole 
of the flour consumed in the North of Scotland came from 
Glasgow mills, then high railway charges on flour, passing from 
Glasgow to the North of Scotland, would be of little importance 
either to the Glasgow millers or to the bakers in North Scotland: 
the public alone would suffer. and they would scarcely know to 
what extent they suffered, or how to seek a remedy. Similarly, 
if a combination among the Glasgow millers kept the price of 
flour somewhat high relatively to that of wheat (effective 
competition from other mills being absent), the local bakers 
would raise the price of bread either directly, or by a change in 
quality, and would pass unscathed. The publio would suffer: 
but they are not vocal, unless strongly aroused; and probably 
they would not be. 

Often however agriculturists, or some other class of pro
ducers or traders in any locality, see that lower rates would give 
them an advantage in any market, where they are. brought into 
competition with producers or traders of another localIty, who 
are not subject to the same set of railway rates: and then 

covered up on SIde tracks by 80 heavy a block of other trucks 88 to be practacally 
maccesslble. Free pa.eses would be given, Dot merely to regular bll8l1ll!88 

.. travellers". but to others, who had no special cIo.illl, but whosa interest it WIWI 
d881red to enhst. ' 
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,sufficient driving force is supplIed to attract attention. If the III, v, z. 
localIty affected is large, and the special interests concerned 
are strong, the issue becomes one of national importance. A 
notable instance of this wait the complaint made by TIritish 
agriculturists generally, that the railways carried imported 
produce from Southampton and other ports, at much lower 
rates than they themselves were charged when sending their 
produce to London and other marketsl • 

On the whole, controversies in regard to Preferential rates 
are declinmg in interest. There is much truth in the statement 
frequently made that a railway is often prevented from lowering 
a charge, which would benefit a certain local industry or trade 
without material loss to the railway; because it fears that such 
action would invite complaints from some other district, in 
which a similar concession could not be made without much 
loss. Since preferenco in the character of the services rendered 

1 These complaints were investigated by a strong Committee of the Board of 
Agriculture, whose Report [Cd. 29591, 1906, IS a cruef souroe of informatIOn on 
the subject of Preferential Rates, so far as this conntry IS concerned. It brought 
out clearly the tendency of long distance traffic, especially in connection With 
mternatlOnal trade, to be sent m large quantities direct from a port, or ether 
ladmg pomt; to a smgle market; and in packa.ges so a.rranged as to travel 
ea.slly and occupy the lea.st pOSSible space, so that the cost per ton·mlle is very 
much less than that of ordinary local traffio. A httle education in ra.llway 
techmque would remove many of the wastes and other troubles mvolved m such 
traffic; espeClalIy by mducmg cooperation a.mong producers in the same Ioeahty, 
.0 that each one's small consignment might earn the benefit of the low rate for 
a large conSignment: whereas m faot (Report, p. 32) a. grower will often spht up 
his consignment and "send It to different sa.lesmen, in order to find ont who 
(live. the best price.... The Report tends to confirm the impression, preVlously 
preva.lent, tha.t in .uch oomplex ma.tters as complaints of harsh treatment or 
nndue preferenoe by a raLiway, an expert handlmg of tho case 19 necessary even 
before a .ympa.thetic tnbunal. A shrewd, but untramed, exponent IS apt to 
state rus ca.se badly; and, by losmg it, to injure others who have grounds of 
compla.mt similar to hlB. The Board of Trade exerts Itself to lessen thIS evil 
by mformal oonClhatIon; by clearing away mlBundersta.ndings; a;nd by putting 
such pressure, as hes wlthm Its power, on a rallway that seems to be actmg 
harshly. But where recourse to the RaLiway CommisSion IS necessary, the 
costs are 811J.d to range between £21 and £2000 (.b. p. 28). The Report o/lhs 
Board 01 Trade Ra.lway Oonlll1'ence, 1909 [Cd. 4677], p. 4, however suggested .. 
scheme under which the Regtstrar of the COmmlBBIOn might have provisional 
authonty for deahng with sma.ll cases by less expensive methods. Statements 
of the eases for and against the railways respectIvely wllI be fonnd in Pratt's 
Railways and Iheir ralell and Wa.ghorn's Tradll1'8 and Ra.lways. A ahort bllJanced 
,tatement 18 gtven by WLihamlt, Tile economteB of ra.lway tra~ 
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III, v, S. cannot easily be made the ground of complaint, this considera
tion increases yet further the tendency to compete by improve
ments of service rather than by lowering of charges. Such 
escape from restraint on competition works for good in many 
wa,ys; though its benefits are less fre<J.uently considered than the 
increased charges, which it entails. It is one of many causes, 
which makes the fares and rates for freight on British railways 
appe.ar higher relatively to those prevalent in most other 
countries, than they really are. 

For Instance, even when railways have no direct contact 
with one another, or they have deadened competition by agree
ments made for their own convenience, the rivalry in industry 
or trade of the regions which they serve sometimes introduces 
rough but invigorating hreezes of new contests. Thus Grimshy's 
connection with the manufacturing districts lies with the Great 
Central, while that of Hull is mainly controlled by the North 
Eastern: and, so long as Grimsby was little more than a fishing 
port, either railway was in a rather easy monopolistic position. 
But when the great new dock at fmmingham, close to Grimsby, 
was opened, the two railways roused themselves to new activities1• 

More generally, if two districts, A and B, are in keen com
petition with one another for supplying a common market 
with their special goods; and A has grounds for thinking that 
B's railway connections with it are better served than its own, 
a movement throughout A is speedily organized with the pur
pose of bringing its railway up to the level of that of B. The 
movement is likely to be successful: for in such a case the 
interests of the railway and the district are closely united. 

3. The good and evil of the concession of specially 
favourable railway rates to partiC'ldar districts, whose 
geographical positions are somewhat unfavO'1vrable. 

In so far as the rival interests of producers or traders in 
different loc~lities keep the railways, which respectively serve 
them, alert and progressive, the result is almost wholly good. I 
But complex questions of public interest are raised, when local 
pressure causes a railway to carry the traffic of a district, which 
is in eager competition with others, at rates that do not bear 

1 See W. A. Robertson, Oombination 4f!W"U raIlway tJOmpalliea, pp. 92-3. 
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their full share of its general costs: for it is likely in c~nsequence III, .,8 

to reduce its facIlities or raise its chargt's for other traffic, in 
rt'gard to which it has a freer hand. This is, as has already 
been observed, a consequence of the fact that the railway has 
not an absolute monopoly, but one conditioned by the pressure 
of public opInion and public authority. For if its monopoly 
had been absolute in the districts, whICh were more speCIally 
under Its control, it might already have set its charges there at 
those levels which would yield the maximum net revenues: 
and in that case it could not improve its position by raising 
those chargt's. 

(Railways, hIre every other great economic agency, and 
sometimetl more than -any other, take a part in fashioning the 
geographical distrlbution of population in general, and of 
industrial centres in particular.) Facilities offered by them 
help 80me industries to be carried on in country districts; 
perhaps by independent workers in their own homes; perhaps 
by giant businesses, equipped wIth the best appliances, and 
with special departments for meetmg such of thelr needs as in 
earlier times would have been met by subsidiary industries. 
Again industries which, even under modern conditions, gain 
much from the neighbourhood of allied industries, are enabled 
by the railways, for good and for evIl, to concentrate them
selves in large clties, and to send their goods to be conslllIled 
at distances averaging several hundred miles, in some countIles, 
from the point pf production. 

In so far as this localization is effected by an even-handed 
increase of facilities, and lowermg of charges for transport, 
there is strong prima facie reason for beltevmg that it conduces 
to the public good: for ease of movement, even when no part 
of a deliberate and far-seeing publtc policy, is likely to be 
beneficial, because it develops new opportunities. But the 
case assumes a dIfferent aspect, when account is taken of the 
interest which every railway, however just its methods and 
purposes, has in increasing its share of the total services whICh 
enter roto the productIOn of commodIties in general. 

For instance, "railways are giving exceptIOnally low export 
rates from the manufacturing districts in the North to Londo~. 
in order to get the traffic on to their lines from London to the 
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UI, Y, 3. North, London being thus favoured in competition with other 
ports nearer to the manufacturing centres1.'.' There is much to. 
be said for sucb an arrangement: but there are reasons for 
doubting whether the principle which underlies it, is one which 
can be applied extensively without ultimate injury to the 
public. 

It is obviously to the general interest that sources of supply 
should grow up as near as possible to centres of consumption; 
subjoot to the condition that, where one source has a natural 
advantage in climate, mineral resources, or deep-set human 
aptitudes for a particular industry; it may be advantageously 
developed even at the cost of somewhat large expendIture of 
labour and material on marketing its products. And it may 
further be conceded, that when an industry has grown up in 
II district, under the influence of advantages which have been 
deprived of their force by changes in technique or other causes; 
a. beneficial railway policy may, temporarily at least, grant to 
it relatively low transport charges in order to mitigate its 
misfortune. But in practice it is difficult to afford this relief to 
8 partiCUlar group of producers or traders without encouraging 
the expansion of industry and trade in unsuitable places. 

Care is needed, in the national interest, to preserve the full 
energy of the Via medwatriz Naturae, which promotes migrations 
from districts in which the output of eHort and its reward are 
on the decline, to those in which eHort can be of more service. 
When, for instance, the chief cause of the weakness of any 
district is its failure to keep pace with more alert, energetic 
and capable eHorts elsewhere; then only harm arises from any 
check to the stimulus which it might derive from the pressure 
of competition. In America it has been found that the desire 
not to charge more than what a weak district will bear, while 
charging to a strong district nearly all that iii will bear, has led 
to extreme policies of .. keeping everyone in business." Thi.e 
plan, though often conducive to high aggregate railway revenues, 
may be contrary to the public interest: "the final result has 
oftentimes been that the carriers have entered into arrange
ments, whereby they agree to equalize the adv-antages of com-

• W. A. Robertson, I.e. p. 93. 
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peting towns, by fixing rates in inverse ratio to the natural III, v, S. 

advantages of these townsl ." 

The Interstate Commerce Commission has consistently 
maintained that its mandate requires it to act on the prmciple, 
that .. each locality is entitled to the benefit of all its natural 
advantages." It has been loath to admit such claims as that o~ 
Boston for rates to and from the West, approximately.equal to 
those of other ports which have shorter connections WIth the 
West. (Boston herself owned so large a share of the railways 
which wanted to charge but a small part of their general 
expenses on the traffic WIth the West, that her wish might have 
been granted without throwing much of that burden on othel' 
shoulders.) 

The task thus undertaken is of the greatest difficulty. The 
interests of the railways concerned are always ably advocated; 
and those of particular localities and particular groups of 
producers or tradcrs commonly are. But those of the gen~al 
publIc will not be adequately urged, unless it be by a strong 
specialized representative of the Government. The British 
Board of Trade is mOVIng a lIttle in this dIrection. France 
has formulated her pohcy with wonted clearness: the Minister 
of Publio Works, actmg with the advice of his Consultative 
Committee, rejects any rate, which appears to make undue 
dIscrimination, or to draw traffic away from any othel' railway, 
or to ruin the busmess' of coasting steamers or canal boats; and 
strives so to adjust the tarus of competmg tlistricts, as to 
secure to each "the natural advantages of its location," His 
work is in some degree simplIfied by the fact that nearly the 
whole of France is divided out into several large triangles, 
havmg a common apex in Paris: each of them bemg in un
challenged occupation of a single railway. But the State has 
the ultImate reversion of their property; and meanwhile it 
exercises a very effective control over them relations WIth the 
public: and indeed France is compelle9. to keep a tight hand on 
her railways in time of peace, in order.to be prepared for war. 

l Prof. HlIoDlmond, in the Quarlerlll Journal oJ Econom,,,,,, Feb. 1911, where 
a full study of these matters Will be found. HIs senes of artIcles on .. Ratlway 
Rate Theories" 18 the authonty for several statements that follow as to the 
action of the Comml88lon. 
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III, v, 3. Prussia has worked on similar lines, in ever closer touch 
with German railways other than her own. Her Mmister of 
Public Works, with his General Advisory Council, has indeed 
for his chief aims the advance of national interests in production 
and trade; and especially the support Df Prussian sea-ports 
and railways against foreign rivalry. But the claims of each 
locahty for favourable treatment occupy much of the time of 
theJ}eneral Council and of nine Local Councils; and they are 
largely responsible for the great number and complexity of the 
special (Ausnahme) railway rates of Prussial • The practical 
issues connected with these problems are on a much larger 
scale in .America than in any other country: the abuses con
nected with them have been particularly bold; and the investi
gations evoked by them have attracted an )lllsurpassed amount 
of thorough scientific investigation on the part of professional 
students' and public officials. America has followed the common 
practice of making exceptional railway rates to meet the com
petition of water routes: and the great distances which much 
of her goods traffic must pass, for the purposes of domestic as 
well as foreign trade, combined with other circumstances, have 
caused this practice to give a certain twist to much of ner rail
way policy. For instance the charges to places which had water 
communications were often lowered below those to intermeillate 
places. ThIS provoked complaint and was forbidden: but the 
results were complex, and not altogether satisfactory. Some
thing is said of them in Appendix M, 3. 

It is indeed a grave question whether the practice has not 
been carried too far. The rules· of the Interstate Commerce 
Commission have formally allowed rauway rates to be redu~d 
so far as to meet water competit~on, though not so far as to 
extinguish it: but they do not seem to arrange that, if a railway 
oversteps this limit, it shall be punished, by being prohibited 
from raising the rate above the level which it had chosen for 
its destructive strategy. 

The majority of the .British Commission on Inland Water
ways (1906-9) expressed a hope that it might be found possible 
to enact that a rauway, which lowered its rates in competition 
With carriers on an inland waterway. should not raise them 

1 See above" p. <U8. 
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again until it had shown a good case for its action. But, with III, v,4. 

less caution, the Act of 1894 had put difficulties in the ,way of 
a railway's restoring an old charge, even if reasonable, when 
once it had adopted a low~r charge. The intention of the Act 
may have been to restrain any lowering of rates for the pur-
poses of a campaign. But in effect it hindered also reductlOns 
which were part of a constructive policy in the pubhc interest, 
and often necessarily tentative: so it ilid mischief: it was in 
abeyance during the Civil War and It seems hkely to be repealed. 

This is an instance of the inability of mere legislation to cope 
with such practical issues, as those concerned With traffic: it can 
act efficiently only through an administrative body, whlch can 
go into the detaIls of each particular case; and even pronounce 
judgments as to motives. Much railway legislatIOn has worked 
badly because it resembled the old rule that anyone who killed 
another should be put to death himself: in modem times he is 
acqUItted, if he can convmce a jury (or other authority) that his 
motives were only those of legitimate self-defence. Railway 
competition with water routes should in like manner be subject 
to the ordinary rules· against monopolistic underselling: any 
lowering of railway charges should be stayed byadmnustrative 
authonty, when the eVidence indicates ~hat its alID was to 
destroy competition. The question whether It is consistent 
with the pubho interest that a railway should be at hberty to 
.. dump" its services at less than full cost price, in order to 
drive a carrier by water, or any other troublesome competitor, 
out of business, resembles in many respects such questIOns, as 
whether the Standard Oll Company shall be at hberty to sell 
its oil in certain districts at a very low price, in order to ex
tmguish local competitIOn, and clear the local markets for its 
own products at monopoly prices-a class of problems which we 
are soon to consider. 

4. Improved railway administration has narrowed the 
field in which the authoritative regulati()16 of partifYUlar 
rales is required. Estimates of the costs of particular 
services are relegated to secondary, but usiful work. 

We may now resume the substance of the preceding argu
ments and bting them to a focus, We have Been IOmethmg 
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III, v, 4. of the justification of the general opinion, which has been 
endorsed by the Interstate Commerce Commission, that rauway 
compa~ies everywhere apportion their general costs in nearly 
the same way: Indeed this opinion is in hatmony with the 
results of experience in even wider fields; and a somewhat 
similar distribution of general costs prevails in many industries 
and trades, which handle several various products, even though 
thele is no monopolistic control of any of them. The broad 
influences ot publIc opinion, and the ever widening experience, 
and sense of responsibilIty of the leaders of the railway industry 
have done much to bring about this result by authoritative 
regulation in Britain and other countries; each country pro
ceeding on her own lines, but all moving in similar dIrections. 
Regulation has become careful in general scheme and in detail, 
and the force of public opinion behmd it has increased: there
fore its action has become ever more important and stronger; 
and at the same time more subtle and more delicately shaded. 
Precedent has grown into precedent: decisions have proceeded 
WIth ever greater ease, certainty and precision. But yet there 
is more new work on the anvd now than at almost any previous 
time: the call for vigorous, but moderate and well considered, 
action by the regulative authorities increases with thell 
strengthl • 

In particular, there is almost universal agreement that 
railway charges cannot be adjusted to particuL'l.r costs; and that 
they should not be so adjusted, even if they could. But questions 
relating to absolute and relative costs continually arise, very 
oiten on the initiative of the railways themselves: and organized 
knowledge, based on systematic studies, is rendering it ever 
more possible. to make fairly confident, though carefully limited, 
statements in reg&rd to them. The Interstate Commerce 
Commission often. sets up independen~ investigations, when 

I ThIS is excellently shown in reg~d to America by Prof. MoPherson who 
has set out (Ra,Z,oatl jre,'gkt ralllR. pp. S!l9-4(4) in par&!lel columna "the com. 
plaInts of 1886" and "the condItion at present" lD rega.rd to each par; of 
thll field. In almost every ease the greater part of what was formerly under 
dtspute is now commOD ground to all: and attention is glven chlllfly to POUlt. 
whIch, though unportant in theIr way, could not attain proml11ence eari1er. 
It is to be hoped that a ainula.r tahle Ul parallel columna will be mads out in 
ngard to BritJah laUway.. • 
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railway representatives defend rates, that have been impugned, 1II. v, 4. 

by arguments based on cost of service. Such cases are apt to 
occur, (1) where any Ilpecial service ill performed and obligatIon 
mcurred by a carrier: (2) where a rate complained of is 
judged as to its reasonableness by comparing the ascertainable 
costs of transportation of other commodities, whose rates are 
believed to be reasonable: (3) where comparison is made with 
costs on other roads or on other parts of the system; and 
(4) where comparison ill made between rates for car-load lot&, 
and for smaller lots. In particular the Commission insists 
generally that in the fixlng of relatIve rates on articles strictly 
competitive, such a relatIve rate Ilhould be fixed for each as 
corresponds to the dllIerence in cost of service, if that can be 
ascertained. 

On the whole, the public interest in railway discriminations 
has somewhat diminillhed. Those which can be condemned as 
secret and corrupt, are rare. Those which are based on broad 
considerations of pohcy, and especially regional dibcriminations, 
are changing their form: the part played in them by indiVIdual 
interests ill becoming small. And, though local interests have 
much to say about them, the substantIve questions at; iesue 
seldom have much to do WIth railway technique. 

To conclude :-the task of regulating such discriminations as 
remain, would be much lighter, if it were not that the motives 
of two discrIminations similar in outward fotID may be very 
different: one benign, the other malign. To distinguISh between 
them requires the same judicial and penetrative faculties that 
are required by judge and jury in combination, in order to 
decide whether the motive of a certain action was malignant or 
fraudulent. But it also requires an intimate knowledge of the 
methods and motives of railway and genera] business policy. 
~ome discriminations are paternal sacrIfices for the benefit of 
weak industries, from which the railways hope to reap their 
reward in due time. Some are strategical movements for the 
capture of traffic, which otherwise would not come to them; and 
these occasionally have in the background an evil purpose of 
destroying competitive routes, in order to strengthen a mono
poly.) And these evil motives for ruscrimination are not only 
subtly disguised; they are apt to be interwoven with others that 

M.1. 1'. 16 
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III, v, 4. command respect. Human nature is composite; and the 
facultIes required for conspicuous success in the President of a 
great American railway, or the head of any other large business, 
are scarcely ever to be found in a man who does not take 8 noble 
delight in seeing things prosper under Ius hands: even if he be 
somewhat unscrupulous in his modes of warfare, he is glad when 
his m,anoeuvres have a side effect in .. makwg two blades of 
grass- grow where one grew before," A diSCrimination wruch 
he 'sets up, in order to glve much needed aId to a. struggling 
district, may come to be developed for the sake of the harm It 
WIll do to a.n obnoxious rival: but the original motive con
tinues to work. When defendIng his action, he lays stress on 
that motive: and the half truth, skilfully handled, impedes 
the search for the other half, Therefore, although the task of 
speClfic regulation becomes hghter in many ways; there is no 
diminutIOn of the need for such automatio control of raIlway 
charges as may result from the development of traffic by road, 
motor and inland waterway in Britain and some other countnes: 
a matter to be considered in the next chapter. 

In America increasing attention is appropriately being paid 
to the broad question whether raIlway rates as a whole are 
higher than is necessary in order to yield a reasonable net 
return on the capital bona.fide Invested in railways. A lIttle 
is said on this subject in AppendIX M, 4, 5. 



CHAPTER VI 

COMPETITION AND MONOPOLY IN TRANSPORT, 
CONTINUED 

1. Ohanging attitudes of the British people and Govern- III, VI, 1. 

ment towa1·ds tlte amalgamation of railways; the line of 
division betweer& continuous and competitive railways being 
meanwMle almost blurred out. 

The high profits and the even more exalted expectations of 
English railways about 1844, when they had mastered" their 
chief difficultIes, and had still much virgin soil on which to 
expand, caused a Parliamentary Commlttee to advocate their 
purchase on terms which now seem extravagant1• But exactly 
at that tIme the public was becoming convmced that, even if 
the principle of "protectmg" home mdustIles by taxes on im
ports were accepted, the almost incredible folly of the detalls of 
the old Protective tanf indicated that the forte of the British 
Government did not lie in busmess. Also, as regards railways, 
people had been offended by the contradictory decisions of 
ParlIamentary Committees; and by the inability or unwilling
ness of Parliament to check the heavy expenditure of money, 
not ,always through clean channels, wruch was required to 
secure the acceptance of a Railway Bill, even when its proposals 
were clearly in the public interest. Public opinion increasingly 
favoll,l'ed the view that the function of a constitutional govern
ment was to legislate, and perhaps appoint administrative 
-authorities; and that it should not readily engage directly in, 
business undertakings which were witllin the scope, of prIvate 
enterprise. 

1 A hUla ill _d about thlI project in Appendilt M. 1. 
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III. VI. 1. For a time there was hesitation: but gradually it became 
generally recognized that Government cannot exercise effective 
control in such a case by merely passing laws to be enforced 
by strict verbal interpretation in a Court of Law. After many 
experiments it has set up a permanellt Railway and Canal 
Commission; of which the President is an eminent lawyer, 
whose decision on points of law has been generally accepted: 
bul tUs colleagues have been men of affah-s. with trained instincts 
for handling large practical issues. The Commission has seldom 
been called on to act, unless one or more of the parties concerned 
in any doubtful matter has been unwilling to accept a decision 
reached by the Board of Trade, in regard to it. The Board, in 
effect, has decided what provisions shall be made by the railways 
for jnsuring public safety. But in other matters it acts as 
'Conciliator between conflicting interests: it avoids indicating its 
own conclusion, unless and until its efforts at conciliation have 
failed; but that conclusion when given is generally accepted. 
even though it has not by itseH the force of law. 

Whether the settlement of a disputed point is' attained by 
the Board without friction, or by the aid of compulsory authority 
in the background, the scope of the settlement extends in effect 
to other railways besides those immedIately concerned; and 
thus has much of the force of a general regulation. Every such 
general regulation tends to diminish the number of conflicting 
interests among railways: it often both invites and facilitates 
agreed action among them. They have thus found them
selves increasingly making common cause in defence of common 
interests against common troubles; and the way has been pre
pared for the mitigation of competition, and the strengthening 
of tendencies towards combined action. In short the only pro
vision that exists in Britain for dealing with public interests in 
large railway issues is somewhat fortuitous in initiative, and 
amateurish in study, as' compared with that called forth by the 
needs of America. 

The Parliamentary Committee of 1853 seems to have been 
the first to lay special stress on the danger to be anticipated 
from the monopolistic tendencies of agreements among railway 
companies, as distinguished from, the simple monopoly of each 
railway along ita special, route. Stephenson', celebrated, but 
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vague, dictum that, "where combination is possible, com· Ill, VI, 1. 

petitlOn is impossible" was gradually being developed towards 
its modern more exact form. Thus developed, it indicates that 
the tendency towards combination is so strong as to be almost 
irresistible, when (1) each of the chief businesses concerned is 
so large 8S" to be beyond the strength of ord~nary capitalIsts; 
(2) the interest of each tends towa~ds the adoption of abOut the 
same policy, in regard to the publIc; and (3) the interest which 
each hall in conducting an aggressive campaign againllt others 
is relatively small. Competition is often weak when these 
conditIOns are not completely filled; anc! when they are, it is 
suspended. It is indeed full of resource; and, beaten on one 
front, opens a new campaign on another: but combination is 
also alert; and, if favoured by circumstances, endeavours to 
reassert its dominion on that front also: action and reaction 
continue without ceasQ. 

For instanoe Parliament had encouraged the fusion of con
secutive hues, and discouraged the fusion of competitive parallel 
lines: but time blurred the distinction between the two classes, 
The broad contrast between them may be put thus: The con
solid'ation of two or more railways that feed one another, and 
find a market for one another's services, corresponds to the 
oonsolidation of blast furnaces with mines on the one hand, and 
rolling mills on the other. The consolidation of parallel lines 
corresponds rather more nearly to that of neighbouring rolling 
mills, or neighbouring blast furnaoes, But blast furnaces which 
do no~ own mines, run a risk of being cut short of supplies 
when most needed; and in the alternating periods of depres
sion they may wish they could use up their products in their 
own manufacturing works: while neither of two ra.llways, that 
can feed one another, is likely to be backward in doing so; unless 
indeed it falls into the hands of a rival that parallels the otherl • 

The sharpness of the oontrast between conseoutive and 
parallel railways has however been blurred by the expansion of 
great railways, which has brought each into competition wltn 
its neighbours for some traffic that llSed to be under single 

I A •• nking mat&nce of thIS was the contest between the Great Western 
RluTwayand the South Western for control of the CornIsh Imes from Plymouth. 
The Board of Trade compeUed the Vlctonous Qreat Western Ra.llway to "Uow 
all rea.aonabTe facilities to the South Western: but the upper hand 18 still that 
of the 1'1Ctor~ 
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III, VI,I dominion; and has enabled it to pass traffic to, and receive traffio 
from, railways, or at least particular branches of them, with 
which it had not been in contact previously. The London and 
North Western Railway is still known on the Stock Exchange 
by its old name of the Birmingham Railway; and it formerly 
had no competition with, and no inducement to combine with, 
others that ran to I3ristol, Doncaster, etc. But it is now in com
petition with the Great Western for much traffio with Wales, 
while, in competition with the Great Northern, and to a less 
extent with other railways, it is indirectly ooncerned with 
through traffic between England and Scotland. These fU!lions 
of consecutive lines, often directly fostered by Parliament, have 
greatly diminished the total area in Great Britain, which is 
dependent on a single railway for most of its communications: 
and competition has obtained ever widening opportunities for 
its tendency to stimulate the energy and alertness of railway 
authorities in consulting the interests of the public. Fusions of 
consecutive non-competing lines into larger groups of competing 
lines have indeed been followed by understandmgs and poolmg 
among those groups: and these greatly reduce the pecuniary gam 
that anyone of them can reap by attracting traffic away from its 
rival. But the staff of a railway has often a lively interest in so 
increasing its prestige that the publio speak well of it, and give 
it a preference over rivals which offer somewhat similar accom
modation at the same cost and thus enterprise is sustained. 
Some of this energizing force would be lost if fusions extended 
so far that a comparatively small part of the popUlation had the 
opportunity of comparing the methods of different companies. 
Of course it would be absolutely lost, if all the railways were 
owned by the Government: a vital matter which is sometimes 
overlooked. Such considerations as these might be set aside, 
if the additional technical economies, to be obtained by further 
fusions, were very great: but they are certainly lesB than 
appears at first sight; and the chief of them can be obtained 
by less extreme measures1• 

1 Compare II, VIII, 6. P.S. Jan. 1921. The Ministry of TrallJlport recently 
issued a Bcheme .. For the organization of transport undertalong8, ete." [Cmd. 
787) under whIch railways would be associated in six groups: and on 8 Dec. 1920 
the Railway Comparuea Auociatlon pubhabed a letter to the MUlt8ter of Tranaport. 
approving the general hne.ot the Icheme, hut lIllggeatmg & few changes m detail 
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2. Many economies, which are commonly regarded as lIT, VI, 2. 

appertaining only to railway fusions, can be obtained by 
particular agreements for cooperation ,. or for pooling 
certain classes of tmjfic, or of wagons. 

Of course amalgamation reduces the work to be done by 
railway Clearmg Houses: but, so far as the centr~l adminis
tration is concerned, it seldom reduces expenditure much. For 
indeed the large problems of a far-spreading raIlway aN suf
fiCIent to occupy the energies of an able staff; and some loss 
of efficiency may result from concentrating the care of an ever 
increasing number of problems on a single office. Again the 
multiplicatIOn of services on competitive routes is wasteful only 
when there is not sufficient work to be done by the pa-allel 
trams: but, as we have seen, such trains are run chIefly at 
hours at whICh the traffic on each line is heavy; and many of 
them would be needed if the two lines were under a smgle 
controll. 

Moreover many of the economies, which were supposed in
herent in amalgamation, such as combined action for carting 
freights, and for establishing numerous receiving offices in 
populous dIStricts, are now obtained in great measure by mere 
agreements among railways for cooperatIve work: these often 
enable equal conveniences to the pubhc to be attained with 
less cost than before, or greater conveniences with equal cost. 
Such are the granting of running powers over a part of its line 
by one raIlway to another, which has special need of it; or, in 
some cases, the leasmg of a line to another, with whose general 
traffio it fits in better than with that of the owner: and again 
the making and workmg of secondary extensions on the joint 
account of two or more great railways. Most of these agree
ments require no sanction: and the tendency towards them is 

I It 18 true that a. further lengthening of long wstance trams would effect 
some direct eoonomles; a.nd that most of the platforms a.t whioh they would stop 
a.re a.lready long. In Amenca. the pa.ssenger generally leaves Ius luggage to be 
sent after him by an eXl?ress Service, and the wstances are great: and therefore 
very long trams are Jughly economical. But in England, where distances are 
short, and the pa.ssenger must W81t tlll he secures hIS own luggage, the case is 
rather different: for vexa.tlOus delays, the econOlDlo importance of which 18 

ignored by many writers on ra1lway matters, must be caused by a great further 
lengthenmg of tr81ns, unless 80 vast a staff of porters is kept on hand that theu 
time oannot be well occupied. 
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III, VI,II. indirectly facilitated by the action of the Board of Trade; which 
is continually urging uniformity as to the equipment of rail. 
ways, to provisions for safety, to the classification of goods, and 
other matters1. 

Thus mere cooperation can attain, with little less economy, 
ma.ny of the ends for which fusion is sometimes sought; and 
withQut leasening the scope for initiative by independent Imes, 
An<t-if, as often happens, the community of work between two 
great railways extends only to a particular part of either line, 
the chief ~conomies of a fusion can be attained by "pooling" 
the traffic on those two parts, The general plan of such a pool 
is that the earnings of the traffic in each year are to be thrown 
Utto a commop fund; each railway being however allowed, in 
effect, to deduct the direct expenses to which it has been put in 
"moving" its part of the traffio concerned: the pool is then 
divided out, without any reference to the share of that traffic 
which any particular railway has carried, and simply in the 
fixed proportions agreed on at the formation of the pool. Those 
proportions are of course based in the main on the shares which 
the several railways 'had in carrying that traffic in the years 
preceding the formation of the pool: and, if the pool is certain 
to endure, no member of it has a special interest in running 
more trains, or providing any other accommodation, beyond 
that which is thought advisable by the others. If it is not per
Planent, each member may-as members of cartels habitually 
do-endeavour to enlarge its own connection; in order that, 
when the renewal of the pool is under dlscussion, it may be 
in a position to claim a greater share of the traffic', But the 

• Agreements to allow return tickets, sold by one of two associated linee. to 
be used on the other, do not necessaruy come under th18 head: for the return 
halves can be oollected and exchanged, WIth payment for any excell8 either way. 
But the extension of a Slmuar pl'lVllege to Beason tIckets, 8.8 to which no mch' 
reckoning ca .. be made, ia an adV.&llce towarda constructIve COOperstlOf1 by 
businesses, wholll finances are not connected hy a.ny duect bond. 

• Already in 1850 muoh traffio between England and Scotland W8.8 pooled: 
and many minor agreements of iii Blmi1ar nature were made. DifficultIes ill 
regard to obta.mmg through traffic over other hnea without a speci.o.l agreement, 
had played some part in this tendency: but they were removed by the Act of 
1854" which resulted from the Report of the great Comnuttee of 1853, and 
enacted that the several companiea should give reasonable faeult.Jea far traffio 
QD their hnes, and accept and forward through traffic hom &lid to other IIOJIl' 
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scope of such endeavours seldom reaches far, at all events in UI, VI, 2. 

Britain. 
The chief wastes, at present resulting from divided owner

ship of the means of transport by rail in Britain, seem to be 
connected with the travelling of empW and half-filled goods 
wagons, and with the shunting of wagons. No organization can 
do much to reduce the number of empty wagons on their return 
to coal-fields; though improved orgamzatlOn of the coal trade, 
such as has been enforced during the war, may reduce the 
average length of the journeys of coal wagons, whether full 0): 

empty. The war has also brought into prominence the econo
mies that may be effected by a great extension of the common 
practice of pooling, or "common use" of, the wagons used in 
certain classes of traffic: and it is to be hoped that the practice 
will be largely extended in times of peace by arrangement, 
fortified perhaps by speciallegislationi • 

The wastes invoh'ed ip the shunting of wagons are necessarily 
great, relatively to the aluount of transport, in a small, densely 
peopled country such as ~itain: a goods engine often travels 
further in shunting operatio~ than in actual transport. So,me 
of tlus waste could be saved by a genera! pooling of wagons: 
but the only thorough remedy~ppears to be the setting up of 
shunting stations with overhead ~ar, by which a wagon can be 
(laWes' lines, and grant no undue preference. \See W. A. Robertson, Comb.nahov 
among ratlway companies, p. 12. \ 

I The Times Trade Supplement, July, 1916;~ported that three groups of 
comparues had made euch arrangemente. The li,rst oonslsted of the Great 
Westem" Lancashire and Yorkshtre, North Wes~rn, MIdland, and North 
Eastern: the second of the Great Central, Great Eastl.m, and Great Northernc 
and the thIrd of the Caledoruan, GlasgoW' and South WestmQ, and North BritIsh. 
Over 200,000 wagons were thus pooled by the first group: they were a1mcst 
exolu81vely of simple construotion, adapted for general use: provlSlOD was made 
WIthout difficulty for readJustmg the balance, If anyone ratlway happened to 
get eIther much more or much less than its proper share. The plan of seUmg up 

~ a separate company to own all the wagons, and charge eaoh railway accordmg 
to the total use It made of them, has many attractions. Its possible advantages 
are illustrated by the oonveruences, whIch all concerned have derIved from the 
provlSlon by the Armour Car Lmer Company Qf well eqUIpped refrlgerator.oars 
for perIshable food, and of stock-oars for carrymg cattle and tending them on the 
way. It IS true that serious oharges have been brought agamst that oompany of 
exceBSlVB use of Its monopollStlo power. (See Ripley, I.e. voL I. po 194. and a 
defence of the company in The packer. and the people by J. Ogden ""rmour.) 
But the company now suggested IIllght he owned, Jar the greater pu..rt, by the 
ratlways themselves. 
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III, vr, 2. lifted from one pair of rails and set down on another parallel line ; 
as seems to be done to a consid~rable extent in Prussia. It is 
there combined with the use of detachable "bowes," which can 
be lifted by cranes and transferred from one" chassis" to another: 
this is commonly done.in regard to passengers' luggage when 
booked through from London to Paris ",ia Calais1• 

Much economy has been effected by united action in regard 
to the collection and delivery of goods by several railways, having 
~tations in the same town. Some competent authorities have 
advocated the general adoption in Britain of a plan, that is in 
favour elsewhere, which hands over the collection and distnbu
tion of all minor goods traffic to independent carriers. Such 
carriers cart for aU railways; they obtam as 8 rule from each 
railway the relatively low rates that are charged for wagon-loads. 
They are thus able to meet 8 great part of their own expenses 
out of the difference between those rates and the rates that, 
without their intervention, their customers would pay for small 
parcels; and there is much saving of railway work. 

There appears to be solid foundation for the suggestion that 
a. railway, contending with others for the favour of the public 
generally and traders in particular, hurries forward all goods 
committed to its charge, even though a couple of days' delay 
might seldom cause considerable inconvenience. This waste 
could, no doubt, be stopped by State railways, which would 
naturally tend towards the easy Continental practice of making 
all smaU consignments wait till they can be carried conveniently. 
But that remedy wo~d be less in the public interest than such 
a combination of the British and Continental methods, as would 
provide that anyone who had special reasons for prompt service, 
should mark his consignment accordingly; the railways being free 
to hold up aU other small consignments for (say) a couple of 
days, in order to make up fairly full wagon-loads. This could 
be arranged by. agreement among the railways themselves; if, 

1 ThIS separation of the body from the chassis play. a prominent part in the 
suggestivb, Jf too heroic, scheme of Ml' GattJe for CODcentr&tJng u much u 
possJble of the goods traffic of ea.ch great rIlllw&y centre m a smgle huge station. 
There would be seVOl'al floors above ground, cruelly occupied m sorting; and 
several floors helow ground for the accommoda.tlon of tram.. Through hfts 
and overhe&d ralls would en&ble each p&cka.ge to be dehvered d1rect mto a 
wagon on road or rail that would go str&Jght to ita destJn&tlou. 
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as seems probable, such 8. course should, after investigation, m, VI, 2. 

appear advisable. 
Abuses of monopolistic power on the part of railways demand 

now but lIttle attention from the Railways and Canal Com
mission: and its constItutIon might perhaps advantageously be 
altered, so as to fit it better for the work of constructive states
manship: its semi-legal functions are still important, but the 
new age calls for work of a wider scope. It might devote special 
attentIOn to opportunities for such constructive cooperation 
among railways as would increase the economy or efficiency of 
railway work; while taking care that a fair share of the gaIns, 
thus arising, accrue to the public. 

British tradItions call on Government to concentrate its 
chief energies on guarding the publIc against oppressive action 
or inactlOn, on the part of prIvate indIvIduals or corporations. 
If it undertakes busmess enterprises, which could be effectIvely 
carried out by private agencies, it ceases to be in 8. position to 
judge the conduct of such enterprises: while the great amount 
of Its energy which is given to such enterprises tends somewhat 
to diminish the efficiency with which it dIscharges its supreme 
function as guardian of public interest in general. But yet 
there are some special' reasons for direct mtervention by the 
State in the transport industry, based 'partly on extensions 
which modem developments of technique have made of familiar 
reasons for the ownership of roads by the State: these will be 
considered in the following Sections. 

But first it may be observed that inferences sometimes 
drawn from the State control of BrItish raJlways during the 
world-war, as to the efficiency ·of permanent ownership and 
control seem to be misleadmg. Reference has already been 
made (above, II, nI, 4) to the beneficial influences which the 
war has exerted in speeding up general standardIzation, especially 
in mechamcal industries. It has brought innumerable establIsh
ments under a strong control Plant has been kept constantly 
at work: the Government has been able in its capacity as sole 
purchaser to arrange that operations shall be so multiplied in 
number and simplIfied in character that branches of production, 
whIch had previously reqwred the judgment and manual skill 
of a special trained mechanic, could be handled by an unskilled 
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tIl, VI, S. adult, and sometimes even by a child. This work has been dODe 
under the authority of Government: but nearly the whole of 
the brains, by which it has been directed, had been developed 
under the stimulating influences of free enterprise: this vital 
consideration is often overlooked. 

Uwtication of railway control under the single authority 
which directed the production and marketing of most of the 
Jjlore bulky producta, which railways handle, has had unique 
reaults. It has enabled trains to be long and trucks to be full; 
and has thus achieved great economies; but in other respects 
the technique of the industry has remained unchanged. Mean
while the work of administration has remained in the hands of 
those who had done it before: the credit of its excellent work, 
and the blame for many of the mistakes that have occurred, 
accrue to management by private enterprise, and not by the 
State. There has of course been no account of the total cost 
of this work: for both rolling stock and permanent way have 
necessarily been allowed to fall into poor condition: passengers 
have submitted to discomforts that would not be borne readUy 
in ordinary times; while delays and restrictions of goods traffio 
bave been regarded as inevitable. 

3. Far-reaching intervention by GovC'J'nment in railway 
ajfai1's is at once relativel!/ easy and urgent. State ownership 
of ratlways. 

The dominant characteristic of the railway industry is the 
exceptional prominence of routine in its administration as well 
as in its technique. Attention has been drawn to the general 
rule that, when once a business bas outgrown the scope of 
private ownership and passed into joint stock, a further increase 
in its size makes relatively little increase in its dependence on 
mechanical mithods of management: this rule applies to rail
ways more strongly than to most other industlles. Again, a 
pubbc authOrIty, when intervening in the railway industry, wtll 
lecel va more assistance from the people themselves than would 
be possible in almost any other industry. For the people are 
the purchasers of the services rendered by railways; they can 
form a fairly good- opinion as to whether those services are wen 
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performed, and they can set out their grievances simply and III, VI, 3. 

clearly. They cannot indeed generally form a direct judgment 
as to the inherent reasonableness of those charges: but they 
have fair opportunities for making comparisons with charg~8 
for similar services at home and abroad; and even for makmg 
some allowance for differences in the conditions under which the 
services are rendered. Moreover railway technique ls now very 
far advanced; and it is, for the greater part, internationalized. 
Every con~derable step forwards, made in any part of the world, 
is qwckly followed everywhere: and even a semi-comatose 
bureaucratic spirit could not greatly retard progress in a western 
country, while othel' countries were advancing rapldlyl. 

Agam it is a characteristic of railways, as of all transport 
services which publish their time tables, to keep steadily on 
their course without paying much heed to fluctuations of general 
credit; and commerCial activity. Extra coal trains will be rnn 
in winter, and extra passenger trains in summer: profits will 
increase when general credit IS good, and shrink when it is bad: 
but there is very little change in the work to be done of signaf
men, porters, and even shunters and engine-drivers; the aggre
gate employment offered on the line, otherwise than in new con
struction, remains nearly constant. Again, though railways are 
a good deal affected by the price of coal, there is no other raw 
material which they purchase largt'ly for working purposes, as 
distinguished from repairs and additions to plant: and partly for 
this reason, .they have httle temptation to vary thBlr charges 
from year to year in accordance with the general fluctuatlOns of 
prices; and they could not make such changes from week to week. 
This natural stability is tacitly assumed as the basis of all dis
cussions regarding the authoritative regulation of railway charges. 

For these, as well as for political and administrative reasons, 
railways in an autocratic military State are much subject to 
military discipline; and indeed the chief station-masters are 

I But leat anyone should think that umfornnty and SImphcity of charges 
would rule under State ownership of all rallways, refereuoe may again be marlo 
to the thousa.nd rate·boola of thll Pruaman ratlway·system. (See above, p 448 
fn) A good deal of intriguing and discussion must have preceded conoesslOns, 
whICh have 80metimes caused rates from Frankfurt to" Constantinople tn4 
Hamburg to be len than those for good'a sent from Frankfurt to Hamburg, (or 
use there (FrGfITtJurt Consular Reporl for 1909, p. 45). 
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ur, VI, s. often retired military officers. Sir George S. Gibb lendlJ his 
high authority to the common observatlOn that "no country 
has ever adopted State ownership of railways from theoretical 
conslderations. In each and every instance there were some 
practical reasons, based on military necessities, or concrete and 
pressing economic conditions, to meet which State ownership 
was. accepted, not as a. system desirable in itself, but as an 
eipedient which, in the circumstances, was conSidered to be the 
best practical solution of difficulties which stood in the way of 

·the satisfactory d~velopment of rallwaysl." 
The general. positlOn has been summed up by Mr Acworth, 

whose authority is perhaps greater than that of any other 
Englishman, who is not hunself a. great administrator of railways. 
He says that an exhaustive inquiry would "show that State 
railway systems very rarely pay their own way; ... that State 
purchase of private undertakings is nearly always a. financial 
failure; ... that the private railways have to t.heir credit almost 
every important invention Il/Ild improvement; that, if it is 
a question of efficiency and economic operation, comparing like 
with like, 'the companies easily beat the State-owned systems; 
that it is on the private lines that, once more comparing like 
with hke, the lowest rates and the cheapest fares are to be 
found." . But for all that, he holds that State ownership will 
come soon. For, owners of railway property know that the 
State seldom buys a properly without paymg more for it than 
it is worth. The higher officials of the railways have no cause 
for anxiety: most of them will continue with at least as high 
salaries, and somewhat higher prestIge. And the rank and file 
will be able to bring such pressure to bear at the polls, that 
political considerations will be apt to weigh in matters, that 
ought to be decided on technical grounds in the interests of the 
population as a whole, and protected from bias by the special 
interests of anyone section of the peoplell, Some developments 

I See his addreSil on RaIlway NatiOfltllizali01l dehvered to the Roy&! Economio 
Soeiety m 1908. It appears that the railways of SWitzerland and Belgtum were 
na.~lOna.hzed, in order to prevent thel1' being controlled by foreign holders of 
their secuntles. As to Prus81an railways, see above. p. 447. 

a The pa.per of which the above IS • enmmaJY, waa read by Mr Acworth It 
the ConpeilS of the Roy&! Eoonomio SOCIety. 1912. to wluch reference baa already 
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of this matter, which appeared as this chapter was -passmg III, VI,3. 

through the Press, are noted below, AppendIX M, 2. 
It is true that the control would probably be vested in 

a permanent Railway Board, which would act independently 
in minor matters; but Parliament would hardly be able to 
aVOId passmg on to the Government any strong persistent 
pressure, w.hich might be bI'tlught to bear by a million voters, 
male and female, having a direct interest in a large issue re
lating to their work; and that might be a great evil in itself, 
and the harbinger of others like to it. The well-to-do classes 
generally, and the landowning classes in particular, have no 
doubt used their politICal power in the past to further their own 
material interests; and of course some special legislation in the 
mterest of the manual labour classes is to be welcomed as 
redressmg old mjustlces, and preparmg the mass of the pe<?ple 
for a larger and higher life than has yet been theirs. But such 
movements seem to be benefiCIal and wholesome only when 
broad. If particular groups of the people look on the polls, as 
opportunities for advancing their own sectional interests, rather 
than for rendering an upright and dutiful service to the State, 
the Mother of all, then the nation as a whole will become less 
noble, weaker and ultlIDately poorer: there is some truth in the 

beev. made. At the same Congress, M. Leroy-Beaulieu showed that the raIlway 
reoently aoqwred by the trenoh Government had been worked at a heavy loss; 
clueBy In oonsequence of the rlgtdIty and lack of IUluauve shown by its 
offiolals, and the pohtlCai pressure put on It to find places for many more 
subordmates than were really reqUired for the ServICO. On the other hand 
Professor Mahalm, of Liege, contended that the acqUIsitIOn of Belgian railways 
by the State had conferred such great benefits on the whole people, and espeCially 
on the workmg classes, by low charges and abundant services, as to outweigh Its 
frulure to yield a good finanCIal return. FmanClai statements are obscure: 
but It appears that they make scarcely any profit beyond what 18 needed to pay 
mterest on the pnce of purchase of the orlgmal relatively small network of hues: 
and that they would show a oOnBlderable defiCit If they dId not charge to 
caplt.aJ many thmgs, whICh private railways r.ghtly charge to IUcome. (See the 
qual.fioatlOns m Mr G. Seebobm Rowntree's eulogy of raliway aids to the Belgll!.n 
people, Land and Labour, pp. 287, 288) Their serVIces are not of as h.gh qua.hty 
as those of the Brltlsh rrulways: they pay very low wages, beglIlwng With three 
franee a day: the he of country has made their cost of oonstrucuon exceptIonally 
low: they are supplemented by water communicauons, wh.ch leaves them free 
to gIve all their strength to remuneratIve lraffia, and espeCIally to the large and 
jughly remunerauve transport of passengers and merchandIse from Antwerp, 
Ostend and ~ther porto W G~rDlany, SWItzerland, AustrIa and Eastern Europe. 
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III. VI, 3. saying that under a democratic constitution, "State railways 
corrupt politics; and politics corrupt State railways." The fear 
that political influence may distort the course of promotion, is 
one of many causes that tend to make seniority dominant in 
pUblic offioes: and this may be of great importance in railways: 
for hitherto .. exceptional ability has generally risen from the 
ta~l." 

Almost every extension of Governmental activity brings with 
it good and evil, both economic and political. The pohtical side 
is foreign to the main purpose of the present study: but it 
cannot be wholly ignored. For, when proposals for large changes 
in the neld of economics are prompted partly by political motives, 
then they are likely to bring about results which will not be 
satisfactory from the economic point of view, and will perhaps 
introduce morbid elements into politics. These dangers are 
specially great in the case of developments which have had 
a chequered history. For the pohtical advocate can select an 
abundance of strong cases all telling on hie side, whicheVl'r that 
may be: and those to whom he presents his side of the shield, 
often fail to get a view of the other side. Thus whim any 
particular technique has worked through difficulties to success, 
leaving on its path the wreckage of much brave and able enter
pIlse; then there is a good opening for the suggestion that the 
State should annex the benefits arising from it. These sugges
tions are seductive; and but little thought is often given to the 
risk that the dominant technique may be surpassed by later 
enterprise, or lose part of its value in consequence of broad 
changes. Such risks are ever in the mind of the ablest business 
men; but they are apt to be neglected when economic considera
tions are dominated by political. It is therefore necessary to 
scrutinize the assumption, which is latent in suggestions for the 
nationalization of railways, that their present predominance as 
agencies of transport will remain unimpaired. The following 
Sections suggest that new developments may possibly diminish 
the share of the total traffic of a country, which falls to railways; 

1 Tlus statement is made on the authonty of Mr Dent, General Manager of 
the South Eastern and Chatham Railway, II 162 of the Jubilee Number of TM 
Ra.lway News, 1914" a compendtum of mforma!.lon, to wlllch tIlle and tbs p ..... 
cedtng chapters are much mdebted. 
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but that they may yet t!"nd on the whole to strengthen rather III, VI, "

than weaken the case for the nationalizatIon of railways. 
Simple and uniform as is the busmess of transport, the 

opinion held by one generation as to the dominance of a partI
cular method of effecting it, has sometimes been abandoned by 
the next. We have seen how the shares of some English canals 
were selling at several times their normal value, shortly before 
railways obtained an almost complete victory over them: and 
not much later (in 1844) Parliament approved terms of purchase 
of railways, which were indeed never put in operation, but would 
have proved a grievous burden to the nation if they could have 
been carried into effectl. And only a few years ago much exulta
tion was shown as to the success of the municipalization of 
certain tramways, which are now declining in favour relatively 
to motor vehicles. 

4. Causes and consequences of the present wealness of 
British canals. Heavy goods traffic is controlled by railways 
and waterways in a great part of North-western Europe; 
but bY railways alone in Britain. 

It is conceivable that inventions, which have already been in 
some measure adumbrated, will enable a "helicopter," or other 
aircraft, to rise perpendicularly from a smarr garden, and descend 
again into it: in that case, raIlways may lose much of their best 
passenger traffic, and the dissociation of residentiary districts 
from centres of industry and trade may be rapidly advanced. 
No equally sensational change appears hkely soon to disturb 
railway goods traffic: but th6 advent ot motor lorries and other 
wagons, working easily on modem roads, espeCially when tar
paved, may perhaps remove the chief obstacles wluch the con
figuration of England has offered to the development of an 
efficient system of internal water traffic: and this may greatly 
affect railway goods traffic for good and for ill. Up to the 
present, England's industries and trade have been set at a great 
disadvantage relatively to those of many parts of North-western 
Europe, as a result of the decadence of her canals. Only a small 
part of this loss has been covered by the gams, which her rail
ways have derived from carrying traffic 'that could have gone 

I See above, p. 483; and Appendix M', 1. 
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ur, VI,4. better by water: and it will presently be argued that in the long 
run her railways might gain from organized cooperation wlth 
canals, aided by fresh developments of road transport. 

The early phases of the contest of British railways with canals 
have already been indicated: it was practically decided as soon 
as locomotives could be made powerful enough to draw heavy 
goods..trains. Canals might have continued to do good work, if 
they nad been constructed on any general plan. But few long 
journeys by canal could be made, without pasSlllg through hilly 
country, where numerous locks were required: a lock that will 
hold a large boat is very expensive; and hilly districts were 
generally content with provision that sufficed only for small 
boats. In fact nearly every canal was made chiefly for local 
traffic. The occasion was one in which a far-seeing strong 
Government might with advantage have intervened: it might 
have required that every canal, whose position suited it for use 
in a national system, should from the first be adapted to barges 
of considerable size; for the superior economy in horse and man 
power of moderately large barges was well known. In suitable 
cases the State might have defrayed part of the expense of a 
canal, in return for a deferred claim on the income that might 
ultimately be earned. As things were, the numerous companies, 
that were responsible for individual canals, seemed perversely 
to ignore one another's practice: and the strong Royal Com
mission on Canals and Waterways, 1906-9, found that some 
companies had made provision for boats of moderate size by long 
narrow locks, and others by broad short locks; so that many 
journeys were possible only for boats that were both short ~and 
narrow, and therefore very wasteful of the labour of man and 
horse. 

Further, nearly all concentrated British industries had sought 
hilly districts, first for the sake of water power, and afterwards 
in order to be near coal measures; and therefore few easy tracks 
could be found for busy canals except along valleys. Side arms, 
to right and left of a main track, soon met with high ground; to 
be tra.versed only through multitudes of locks or through tunnels. 
Tunnels were' of ten the more economical in the long run; and 
they were numerous,' but caused great delays. Long distance 
heavy traffic by canal never had a fair chance: and canal work 
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in England was seen at its best only in a wide-spreadIng home of III, vI,4 

great industries, such as that of whICh BirmIngham is the centre. 
But the great majonty of the Commission were not content 

With 80 poor a result. They reported that "numerous industrIal 
establishments have settled on German waterways; and that 
agricultural co-operative associations have establIshed stores on 
them for the collection and distribution of goods, espeCially near 
BerIm .... Clleapening the transport of coal and other low value 
traffic has increased the trade, industry and wealth of GermanYi 
and mdIrectly the revenue derived by the railways from passen
ger traffic and higher class goods .... Harl it not been for the im
provement of the waterways, it would have been necessary 
to spend more money on railways and on goods stations and 
sidIngs in dIstricts where the cost of land is high, Without 
probably obtaining an equivalent return m additIOnal traffic." 
Encouraged by the might of great rivers German canals are 
being adapted for six hundred ton barges; whlle those of France 
are making provision for three hundred ton barges. In both 
countries the goods traffic by mland waterways is increasmg 
much faster than that by railwaysl. 

I French cana.1s a.re pubho routes, open to all: and the charges for freight 
on them are about a fa.rthmg a mlle generally; but only two-thirds of a fa.rtlung 
on the more frequented lines. In Germany It IS mtended that the wa.terwaya 
should pay interest on theIr capital cost; any surplus bemg devoted to reducmg 
the oaplta.l But German opIDlon tends to the conclUSIOn that the water-traffic 
benefits the rallways a little and the oountry a great deal; because It prevents 
the rallways from bemg overloaded WIth traffic that can only bear very low 
charges, and thus sets them free for more remunerative work: .. traffio on 
waterwa.ys has been fostered by hght raliways and connecting hues, built WIth 
State aid £"" that purpose_" (See the F.nal Report of the Commission [Cd. 4979], 
espeCially pp_ 118 and 122) Mr F. R Conder, a. pupll of BruneI, told the Select 
Committee on Canals, 1883, that the BritISh rallways would have at least 
£7,000,000 added to their mcomes, If they threw their heavy traffic on canals. 
See their Report [Q. 2397] the deta.i1ed statIStics, on wluch he founded Ius esti
mate, are glveh m Its Appenchx 12. 

The hterature of tIus subject IS large: but special reference may be made to 
Garden calles and canal8; in Appendices to which Sir Johu Brunner gIves weighty 
counsel based 10 part on hiS own experiences 

The traffic on the canals that connect the grea.t mla.nd seas of North America 
IS enormous, though It gives no good gUidance for Bntlsh conmtlons: but cana.l 
nets 10 some mstrlCts, as for msta.nce 10 the neIghbourhood of Cluca.go, ma.y 
develop on huea a.dapted to the conmtions of a small oountry. Reference ma.y 
be ma.de to & dISCUSSion on Inland Wa.terways, reported IU the A mencan EconomiC 
BWlelQ, Apnl, 1911. 
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m, VI, Ii. England is indeed weak in this respect that, being an island, 
she has no opportunities for .such large schemfls as are open to 
Continental countries. The six hundred ton barge canal, which 
has been made on the basis of the river Main from Mainz to 
Frankfurt, may become a most lucrative investment to Prussia, 

. il ever the scheme to which it belongs is completed. For then 
six hundred ton trading vessels (to say nothing of submersible 
and -other ships of war) will be able to cross the watershed 
between the Rhine and the- Danube; to carry Prussia's products, 
iron and manufactures at very low costs to Austria, the Balkan 
States, the Black Sea and the Mediterranean; and to carry back 
grain and raw material. But England and, in a less degree, 
Scotland have some special advantages which may ere long be 
greatly developed by the aid of modern technique. 

5. The relations of Britain's railways to heavy goods 
traffic may possibly be considerably rnodijicd by her excep
tional facilities for the cooperation of road motors with her 
canals, and for electric haulage on her canals. 

There are reasons for thinking that the importance of British 
waterways has been underrated in the past, chiefly because they 
have lacked adequate auxiliaries. Consequently but httle 
!,Lttention has been paid to the fact that the services rendered 
by a network of canals are far from being limited to those 
rendered by railways. They include SODle of those rendered 
by public roads, which yield no money revenue; but which are 
of as much importance to the economic well-bt'ing of the country 
as those of railways. 

Anyone can set up a business at almost any pornt he chooses 
on a high road; and can have goods delivered to it and taken 
from it by carts; which may stand at his door, provided they 
do not obstruct the free way. In like manner even a man 
of small means can set up a business by purchasing a plot of 
land on the bank of a canal; and his goods can be delivered 
direct to it and taken direct from it. If his business extends, 
he can have a bulge made on the canal, which will give hun at 
small expense the benefits of a private dock, or railway siding. 
On the other hand the stations of a railway must be at con
siderable distances from one another, averaging perhaps three 
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or four miles: and though a strong capitalist can obtain a private IU, VI, s. 
sl<img, he can do this only at so great expense, and under such 
onerous conditions that very few businesses venture to do SOl. 

Again, a canal, that is not much burdened by locks, will 
carry a continuous strea.m of traffic in either dIrectIOn, just as a 
public high road will; whereas a railway must allow for long. 
lIltervals between consecutive trains. Therefore the growth 
of population and traffic will seldom call for a broadening of 
the canal similar to the substItution of four tracks for two on 
the railway: and "trains of barges" may carry large loads, even 
on a canal, that is not adapted to very large barges. 

It is to be noted that the diminutive scale of Britain's 
geographical featurE,ls brings many of her industrial centres, 
which are not easily to be approached by waterways, into close 
connection with them by mQtor traffic. A road, with lines of 
motors moving in opposite directions, will carry more traffic 
than a railway can; and motor wagons can pick up and deliver 
goods much more easuy, and under many more conditions, than 
a'railway can. Wherever a road comes near to any part of a 
busy network of canals, contact can be made between water 
traffic and road-motor traffic: and since the points, at which 
goods can be delivered or received, may be ten or twenty times 
as numerous on a hundred miles of canal as on a hundred miles 
of railway, nearly the whole area of England may nltimately be 
in easy contact with canals, at lower charges for heavy traffic 
than those at present current. The immense capabihties of 
motor wagons had not been fully developed when. the Com
mission on Inland Waterways settled to its work: but it now 
seems clear that their aid may enable a relatively small numher 
of canals to carry a very large traffic economically and con
veniently, provided that effective traction on the eanals can be 
obtained easily. ' 

Recent experience shows that this can best be achieved by 
means of central electrical stations, WIth WIres extending from 
each over many miles of canals: and for this purpose England 

• The Board of Trade Conference of 1909 a.rranged a "model pnvate.SldlDg 
agreement" (1lepOTI, pp. 7-9): probably few people, WIthout spemaJ experIence, 
will antiCIpate the length, intricacy and troublesomeness of the proVISIOns and 
reatrlctlons. wllloh are reqUIred in the mtere.te of the rallway and of pubho safety 
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III, VI, 5. and the Southern half of Scotland have greater facilities than 
any other area containing a like industrial populationl. 

Such traction has the incidental advantage of adaptability 
to single boats and trains of boats of various sizes: it would 
reduce to a minimum the wastefulness of the relatively narrow 
canals, which alone are suitable to the orographical conditions 
of this country. Electrio power could be applied on occasion to 
work the llfts, which may perhaps supersede locks, at all events 
in districts in which, as in the English MIdlands, the supply of 
water power sometimes runs short. In any case electricity would 
be a helpful adjunct to water power. It might be supplied, as 
in Prussia, to factories near the canal, and increase the beneficial 
tendency of well-appointed canals to check the intensive con
centration of industry :-a tendency, which threatens to deprive 
children of opportunities for invigorating play; and to deprive 
young and old alike of the opportunities, which abundance of 
open space offers for invigorating exercise and refreshing 
repose. 

Electricity is unrivalled as an agency for transmitting energy 
from place to place; and, for that and other reasons it is likely 
to exert an increasing influence over the structure of transport 
industries on land and inland water. Also, in its larger develop
ments, it requires way leaves; and is therefore specially beholden 
to State recognition, and is even in some degree adapted for 
direct State control. Moreover the six hundred bodies, reported 
by a Committee of the Board of Trade in 1918 to be generating 
electricity for public purposes in Britain, employed 80 many 
different frequencies that ..cooperation among them· was im
practicable. The Committee therefore recommended that a 
Central Authority should fix standards for the whole country 

1 This plan ie aJready largely used in Prussia; the towage being effected by 
motors runnmg on tracks on the banks. But there appear to be some reasons 
for thmkmg that it may be superseded by, or combmed WIth, • pIan that bas 
long been in use to enable heavy vessels to make way against the stream 01 the 
Danube, which is Bome places runs at the rate of seven uulel an hour. The 
plan.is to let a strong cham lie free at the bottom of the water: a vessel picke 
it up, passes it round a wmdlass (whtch may be worked by Iteam Jlower or br 
eleotrlclty); and of course drops it at the stem. 
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and set up a separate DlStnct Electricity Board in each district ur, tI, 5. 

into which the country should be divided for the--p~rpose~-!tbe 
adoption of a scheme of this kind would facihtate, and be 
benefited by, the use of canal banks as routes for main wires; 
/lnd as sites for electricity stations; except 10 cases in which the 
generating plant could be advantageously set up in a neIgh-
bouring coal-area. This arrangement might be set on foot at 
once: the full development of a canal system in association 
with electriCIty might gradually go far towards enabling BritalO 
to maintain her hIgh place as a leader of industry, in spIte of her 
great inferiority in natural resources to several other countries. 

Coal is the chief source, other than the qualities of her 
people, of Britain's economic s£rength; and her coal is rapIdly 
disappearing: it is said that she possesses only a fortieth part 
of the coal known, even now, to exist in the world. Slow 
transit in water consumes less energy, than any sort of traffic 
on land. And, when account is taken of the inevitable waste 
of force which is involved in shunting a train, whenever it needs 
to be broken up, an additional argument is supplied in favour 
of slow canal transport of coal and other heavy goods; among 
which chief places must be given to some ag!icultural products 
and requisites. The cheapest method of obtaiIl.1ng ,po~er -from 
coal for widely dIffused uses is to generate it in large quatllitiw,
so as to be able to utilIze all Its by-products (waste smoke being 
of course elIminated); and to sell it to every class of consumer. 
Revivified canals would be among the chief consumers of power: 
they could bring coal by the cheapest means to sItes where land 
was easy to be obtained; and the power which they prcmded 
for theIr own use along their courses, could be made the 
foundation of electric supply systems for all those parts of the 
country that are adapted for canal trafficl • 

1 Movements m this dIrection might be commenced at once by mdlvldual 
cana.) compames: but they should be such as would fit m With a comprehenSive 
natlona.l scheme, when Government 18 ready to take that in hand. SpeCIally 
opportune 18 the suggestIOn by Sir R. H. Inghs Palgrave (Quarterly ReVIew, 
Jan. 1918, p. 146) that financial advances for developmg can&!s, though not 
fittIng for ordinary banks, "would be well Within the scope of the Brltlsh Trade 
Corporatlon ": for that might properly ln81st that nothmg should be spent on 
half measures that fell below the mmunum indioated by the ComDUS810n OD 

Inland Waterways. • 
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III, fl,5. The Commission on Inland Waterways received evidence as 
tojhe delivery of coal from the colliery direct into square steel 
boxes, floating on the Aire and Calder canal. Each of these 
"compartments" holds forty tons; and thirty of them make a 
.canal train, whIch is drawn by a tug: they are put on board ship 
at Goole. In this very successful venture the cham of traffic 
is complete without aid from lit rallway: but it seems to contain 
the-germ of a method by which transport by road motor, rail
way, and canal may be worked into organized unity, .with the 
result of greatly lowering the costs of handlmg traffic. The 
method may be seen in the plan on which luggage vans for 
cross-channel traffic, and many furniture removal vans, are 
arranged. That is, the receptacle of goods is an independent 

. large box, which could be secured either to a flat railway wagon, 
.or a motor lorry. Of course it could be deposited on the flat 
bottom of a barge; or it could even be made to floatl. 

It has already been noted that Prussian railways have made 
the .. bodies" of some rolling stock detachable from their chassis 
so that they can be moved by cranes from one truck to another, 
and thus very greatly diminish the waste of time, and especially 
of co8ol# in shnnting from one railway track to another. The 
general adop~jon of that plan would greatly facilitate the 

c' -a.rungem~nt of through transport of the "bodIes" by railway, 
zoad motor, and canal, in such proportions as might be most 
economical, from factory to factory, to merchant's warehouse, 
or to ship. 

As to the important question of the relative costs of canals 
and railwal.s the following results seem well established :-0£ 
course a railway is not forced to follow contour hnes as closely 
as a canal must; and it therefore needs less mileage than a canal 
does to connect any two points, except in very level country. The 
cost of production of its bed is, as a general rule, less than that 
of a canal of equal breadth: but there is scarcely any amount of 

1 In the course of time it might probably be found that agricultural land 
del1ved greatly mcreased valuo from direct aoCII88 to a canal. or even to a ahallow 
and narrow dyke that would hold a boat Just able to carry such receptacles to a 
canal, or other waterway. It is well Imown that the interchange of BOlle between 
land where it 18 too heavy, and land where it is too hght., would often add greatly 
1.0 the fertility of both: but that generally requllea long journeys. and ita cost 
Inth~rto haa been prohibitive Mve In exceptiouaI eaaea. 
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traffio whicl). a fairly broad and deep canal cannot carry: whereas In, n,li. 
a railway often needs four tracks for its main line, and many 
tracks in the neighbourhood of statIOns. The expense of locks 
(and even of the much more economical lifts) is sometimes a 
heavy burden to a canal. But it has little or no need of signalling 
apparatus: and the bUlldings, that may be needed on its banks 
for the 'development of a large and frequent goods traffic, wl11 
mostly serve also as private warehouses. The upkellp of a canal 
generally costs much less for management, for mamtenance and 
for wages than that of a railway does: canal banks need care; 
but water does not wear out as railway lines do. The cost of 
floating stock is much less than that of rolling stock of equal 
tonnage: it has much less wear and tear and needs much less 
power for haulage. It is however true that, "nder the present 
oond~licml oJ British canals, the labour directly employed in 
transporting a given quantity of cargo a given dIstance is greater 
on them than on a railway: though indeed engine drivers and 
guards form only a small part of the employees of a railway. 

To sum up and conclude:-The volume of transport, for 
which accommodation is needed, increases without cessation; 
and, so great are the dIfficulties of widening a railway in a 
crowded district, that it cannot always increase its work, where 
most needed, save at enormous cost. The quickes& trains 
necessarily stop only in crowded centres; and, in this and other 
ways, their influence tends towards an ever increasing intensity 
of centrahzation of the population. On the other hand canal 
and road-motor traffic make for decentralization; and in asso
ciation they may relieve rSllways of much heavy traffic. 

But the revival of canalJl can be effected only by the State: 
much capital will be needed for it; the war has deprived national 
securitIes of that scarcity-value. which enabled them to be mar. 
keted at a very low rate of interest; and to that extent,it would 
somewhat prejudice any overtures made by the State for the pur-
chase of the railways. But tlus consideration may probably be of 
less solid importance than the reflection that organized coopera-

,tion of traffic by railway, canal and improved road might be 
leasier and more effective, if the railways (with their plant), 
,~gether with roads Q.nd canal routes, were in a I!ingle hand .• The 
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III, VI, 6. operation of canals like that of roads would be open to all, subject 
to appropriate conditions, and charges for the use of locks, etc.: 
those who worked. on them, not being State employees, would 
be under no special temptation to use the franchise for personal 
gain, instead of as the means by which they cou1d dIscharge 
their duty 88 citizens. These observations have ventured on 
dangerous ground: but greater risks are taken where no attempt 
iE!:-made to forecast the future, while considering methods of 
action or inaction that will largely affect the future, than by 
straining inadequate eyes in reading such faint indicatlOns of 
the future as can be discerned by them. 

The case for canals has perhaps been prejudiced by com
parisons in their favour based on too exclusive regard to the 
costs of working them, even when the charges for their use make 
nO" attempt to defray the costs of making them: railway charges 
are expected to cover costs of working and costs of railway 
building. On the other hand a railway cannot, and a canal can, 
render innumerable services similar to those rendered by a 
publio highway. The abolition of tolls on highways is now 
universally recognized as good policy; because the revenue 
yielded by them would be small in comparison with the excess 
value of the services rendered by a free road over those rendered 
by a tolled road: the country would be in a poor way if no roads 
were made save those, the tolls on whioh would cover the ex
pense of makmg them and keeping them in repair. The State 
has constructive duties in the matter: and it is hkely to have 
important regulative duties, if monopolistic combinatIons should 
arise to oontrol through rates by road, canal and railway. This 
consideration a:IIords a small subsidiary argument in favour of 
the nationalization of railways!. 

1 While this chapter was passmg through the Press, a CommIttee of the 
House of Commons on TransportJH. of C. 1918, 136, p. 10) reported that 
"Unification of the railway system is desirable under suitable safegua.rds, 
whether the ownersh1p be in pubho or pnvate hands; prcceedmg by any of the 
followmg rcutes:-(l) Further amalga.matlon of railway compame8 &8 a step 
towards urufica.tion; (2) Urufica.tlOn accompamed by private ownership and 
commerCIal management. (3) Umfication by means of nationahza.tion; followed 
by (a) Estabhshment of a government department to manage the railways; or 
(b) ConstItutIOn of a Board of Management not directly represented in Parlia
ment; or (e) Leasmg of the system to one o~ more oommercl&l comparuea." 



CHAPTER VII 

JRtJSTS AND CARTELS: AMERICAN EXPERIENCE 

1. A review oj Bome general caUSeB oj the recent rapid m, vn, I. 

increase oj giant businesses, independently oj any mono-
polistic purpOSeB. The pO'IJertg oj British statistics; the 
ulfalth oj ..4 merican. 

Americ,a has taken the lead in the development and con
trol of vast individual businesses, or Trusts, having monopolistic 
tendencies: and Germany's Cartels afford the best illustration 
of the good and .evil of sectional assocIations in industry and 
trade. Trusts and cartels have so much in common that 
they cannot with advantage be considered separately: but ;his 
chapter and the next are mainly concerned with trusts; *hile 
Chapters IX and X are mainly concerned with cartels . .Ai has 
already been indicated1, trusts are th~ !:,e,slllts partly ,of hori
z.ontal. partly of vertical expansioil:-~u~ .ca~eIs. are in essence 
horizont~s.Qciations: though they may indeed occaslo~ally 
expand vertically by coalition-througlliiut successive strata of 
the same industry, or otherwise. . 

It 'will be wen to begin by bringing together some observa
tions made in Books I and II which are relevant to our present 
inquiry. In Book I we saw that massive capitals in the hands 
of mediaeval potentates, political .. military, and ecclesiastical, 
were mainly used for the support of large establishments belong
ing to their owners; and that the capitals to which the modem 
methods of production and trade owe their origin, were almost 
exclusively those of traders. The first prominent uses of capital 
in the organization of English industry, were seen when" under-

I See pp. 215-217, where something is 8ald of ourious changes m the meanmg 
of the American term .. Trust." 
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~, VB, 1. takers" sought out domestic workers ~ ~arious parts of the 
I country, who had but little capital of their own; supplied them 

with material and instructions for its use, and marketed their 
products. Shortly afterwards the invention of textIle and other 
machinery, suitable for being worked on a large scale by water 
power, set on foot the direct capitalistio ownership of aU the 
app)~nces of production, except only the property that every 
free labourer has in himself. Thenceforward leadership and 
control came increasingly to those countries, and to those indi
vidual manufacturers in each country, who could invest capital 
without stint in expensive plant . 

. __ Book II was occupied with ,the causes that have ml1d~ for 
\ the expansion of the business during recent times, in so far as 
they arise mainly out of the pursuit of increased economy and 
e:f!iciency in production and marketing. Its general drift was 

.- to the effect that, though technical advances in manufacture, in 
the transport of goods, and in telegraphio and telephonio com
munication, have caused a continuous increase in the scale of 
business operations; yet each decade has had i~ own upper hmit· 
to the size, needed for reaching nearly the maximum economy 
and efficiency in each branch of industry. This general rule 
was seen to be liable to several exceptions, one of the most 
interesting of which is found in the dye industries; where pro
gress consists mainly of innumerable relatively Bmall develop-' 
menta of a few master ideas. For these developments can be 
effected in large la.boratories whose processes ~re secret; so that 
increased size creates increased power, which takes, automati
cally a somewhat monopolistio form. The new devices could be 
patented; but seorecy ia a 'more effective check on imitations 
that are suggested to rivals by a new product; which. Dot being 
exact imitations of it, do not infringe its patent. 

\ Meanwhile there has been a steady tendency towards speciali
zation of work and of plant; and-so far aa trade union regula. 
tiona allow-to so complete a classification of employees 
according to their genera.l ability and their specialized skill and 
aptitUdes, that 110 one works at any job' which could be ade
quately performed by one of inferior or less appropriate aptitude: 
and that every foreman and nearly every superior official has 
just those responsibilities. which will give fair scope for hia 
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particular faculties. These tendencies have constantly increased III, VlI, 1. 

the size of the Representative business urut--that is, of the unit 
whose costs of production exercise so great an influence on the 
amount that will be forthcoming to meet any given market 
demand, that they play a prominent part in the regulation of 1/ 
price under competitive conditions. Formerly the difficulty of 
obtaining adequate supplies of capital restrained the expans~on 
of the Representative business within narrow limits: but this 
restriction has almost disappeared under the influence of the 
ever-growing volume and fluidity of the resources of that market 
for the command over capital, which is commonly called the 
Money-market. 

And Yoet, in 'spite of this elasticity, the influence of€,echnical 
~!!.omi~J on the expansion of the business unit tends to 
weaken after a certain size has been reached; partly because 
the specialization of plant, and the substitution of mechanical 
forces for that of the human hand, increase the standardizatIOn 
of products; especIally in those engineering and other industries, 
which are ever changing most rapidly under the impulse of 
technical progress. Renee there arises a certain reversion to 
el:.rher conilitiohS. The business of the capable merchant could 
expand rapidly, and almost without limit, in times when those 
indwtries, which preceded modem manufacture, seldom geve 
s~ope to considerable capItals: and in the present age the tasks 
of marketing oHer ever increasing scope for vast aggregations 
of capital. These tasks WIll be found to give the keynote to 
the present phase of the development of trusts, and of cartels. 

The population of England has been much occupied with 
large capitalistic production for a far longer time than has 
that of any other llountry. The Newcastle Coal Vend antici
pated on a great scale many of the pohcies of German cartels 
two centuries before they came into eXistence: and the first 
monster coal and iron works, dominating a whole country and 
spreading out their influences far beyond, were founded in 
Liege by Cockerill, an Englishman. But yet, what seem to be 
the most characteristic' features .of the present and coming 
tendencies towards monopolistic aggregations and federations, 
are to be sought elsewhere. The total mformation available as 
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III, VII,I. regards British industrial monopolitls is very small in comparison 
with that relating to American trusts. Scarcely any of it 
has passed through searching investigation, comparable to that 
which has revealed many of the cherished secrets of American 
trusts; and has substituted correct infor-illation for that which 
some of them had published. Nor do British trade associations 
generally rival German cartels in the control of the marketing 
of pMticular classes of goods on lines sufficiently firm, and yet 
elastic, to dominate for good and evil the courses of national 
industry and trade. 

Trusts in Bntain are of course subject to the rather strin
gent regulations as to the publication of their affairs, which are 
imposed on all Limited Liability Companies: but it has not 
been thought necessary to obtain much further official infor
mation about them; and that which they supply is liable to 
fall short, at critical points, of the requirements of public 
interests. The causes of this deficiency are not wholly to be 
regretted. For many industries, which have sprung up like 
mushrooms in younger countries, are mainly controlled in 
Britain by firms, whose traditions go back lor several generations, 
and which are therefore dIsinclined to sudden changes, and 
violent courses of strategy: while attempts to make ~n antI
social use of monopolIstic strength in manufacture would bener
ally be frust:t;ated by the arrival of competitive foreign goods in 
British ports, whence they could be easily distributed over the 
whole of the small area of the countryl. 

British official statistics were cast in a relatively good mould 
in the middle of last century: but for many decad~s they followed 
tradition closely; and they have now much lee-way to make 
up. An important new departure was made by the Report of 
the Oensus of Production in 1907; which goes a long way towards 
giving the needed information in regard to that year. But it had 
not the advantages of consecutive records and long experience: 

1 This statement, wluch waa in pnnt before the war, ill left ataDdmg. But 
the Muustry 01 Reconstruction.,haa appomted a ColIlDllttee on Trust&, wluch it 
recelvmg much mlormation, pantly confidential. on wluch W base an opinlon. 
Tlus may be the first step towards more VlgoroUil aouon, should CU'Cumatancea 
require It. Confidenual bmeaucrafao mqutnea, at thoU' best, are however" 
poor substitute for published testimony. wluch inVItes rebllttlng eVIdence frOID 

those who are in " po.utlon W detect errors or 8UppreSS10Da. 
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and it was limited in several ways. The gap may be in some III, VIr, S. 

measure filled, so far as our immedIate purpose is concerned, by 
some AmerIcan statlStics which will be found in Appendix N. ' 

2. AssociatiQ'IUI and agreements uf various sorts pre
pared the way for tIM rise of trusts in America. 
he start from the position that nearly the maxunum 

ec~my of production can often be attained by a well organ
ized business of moderate size: but that the task of marketing 
efficiently over a large area makes demand for almost unhmited 
capitalistic resources, unless it is fac~ated by association with 
others engaged in the same indUStry.) Associations for various 
purposes, some constructive and some mainly strategical, some 
temporary and some permanent, some overt and some secret, 
anticipated the rise of trusts in America; and were often the 
foundations on which trusts were laid. These associatIons are 
known as "pools," because they pool some part of the interests 
of those con~rned. Thus the term is now of broad!,r scope, than 
when we saw it used in connection with agreements among 
English railways to throw the whole of the receipts for certain 
portIOns of their traffic mto a common purse, after deductmg 
only the mere direct costs of moving them. In fact it covers as 
large a variety of consorted arrangements among possible com
petitors as do the elastIC terms "Cartel," and "Syndicate"; of 
which more hereafter. 
Qools might have expanded almost as freely in America as 
cartels have done in Germany, if they had not bQen opposed by 
the Common Law' which had come from England with .th~ 
"Mayflower.'~ For many generations the supply of capital in 
the country ';8.S scanty relatlvely to the demand, which her vast 
natural resources made for itJthe growing efficiency of EnglIsh 
industries, equipped with more expenSIve plant than a young 
country could afford, made Americans anxious to see the rise of 
corresponding industri6$ at home~and aggregations relatively 
large, though very small in comparison with present standards, 
were welcomed for their constructive power. But pools and 
other combinations fur the regulation of prices inherited the 
jealous suspIcions, to which combmations of engrossers and 
others had been su~ject in the Middle Agesl 
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III, VII, 2. Tw is perhaps the explanation of the paradox that the 
( Q2..~~ Law was h~bitu:lly invoked for the r~!sl<?n of 
'-ie,;npo~a!2. ~~na~ions ~~L9U~d~ ~e httle 
'/ attentIOn was paid to the threatening ~~r of permanent 

~wth~..!.nd'~f..&!~t hurun~J That repression was 
sometimes extreme: and advocacy of ye stronger meas'fes 
pr~!.oked a reaction; some of 'the exponents of which proclaipled 
the soverei~ efficacy of' absolute free competition with an 
exaggeration, that rivalled that of the early popularizers of 
Ricardian economics in England and France) 
t B,ut in the last few decades America has developed the 

sc~ifie application of economio doctrines to many practical 
problems, with great energy and thoroughness. More perhaps 
than any other country, she has learnt that general propositions 
b regard to either oompetition or monopoly are full of snares: 
and that some of the most injurious uses of monopoly, being 
themselves extreme forms of competition, are not to be re~ 

strained by the advocacy of free competition. ~onsequently 
she is now engaged in leading the world in the very Wfficult 
task of restraining such methods of competition, as are aimed at 
narrowing the basis of competition'-Nearly all such methods 
come within the scope of prohibitionl of "unfair" competition: 
there are many Wfficulties in the interpretation of the term 
"unfair" in this connection, with which a Court of Law can· 
not deal without aid; but the needful aid can be supplied by 
the organized systematic studies of permanent authorita.tive 
Commissions:)_ 

\;he fusf'"critical point was reached when publio attention 
was directed to the "Trust," in the origmal use of the word, 

'l!et up in 1882 by Mr Rockefeller and others for controlling the 
trade in mineral oil and its products. It was formed by an 
agreement among the shareholders of a number of oil companies 
to make an irrevocable deposit of their voting power with nine 
Trustees, who would administer the w~ole as one concem. The 
plan had two advantages. The trustees bad unhampered power; 
and yet they evaded the responsibilities, which were imposed 
by the law relating to "corporations" (tlat is, joint stock com-
panies) on tlieir dIrectors. , 

This advantage caused many groups of businesses to be 
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consolidated into Trusta: but publio opinion was strongly III, vu,2. 
moved by the danger that the Trusts might become powerful 
monopolies. Apd the attempt to exercise the privile~ while 
evading the fe~al responslbilities of co orations"'e;~ed the' V' 

"~fi'erman :A£ i-trust Act" of i8~ t condemned under 
penaibes every attempt to monopolize any part of interstate or 
foreign commerce; and made contracts in restraint of ~ch 
trade illegal, whereas before they had only been non-enforce-

, able: and "Trusts," in the original sense of the term, were 
WfjIlolved..l 

The movement, of wJ;rich those Trusts were an expression, 
w~emporariIy checked, not so much by the Act itself as by a 
violent collapse of credit, caused ~ the fear that debts might 
be repaid in 8{ depreciated currency. But that danger quickly 
passed: and, thl industries of the country being in a sulfstantially 
sound state, the reaction from the previous gloom ~esulted in 
a great outburst of activity with rapidly rising prices, and an 
almost unparalleled volume of profits.Uhe public is always apt 
to exa~erate the importance of a short series of years of high 
profits; d to estimate the capital value of a business on the 
assump ion that such profits represent permanent prosperity. 
';'his generai""tendency was strengthened by the accident that, 
Just at that time, several giant businesses were being developed 
With remarkable success by the men of genius, who had created 
them. The technical economies of production on a very large 
scale in heavy iron and steel, in mmeral oil, in beef products, 
In agricultural implements, and in some other things were 
attractmg general attention. They were emphasized, and ex
aggerated by constant repetition of cases in which large seals 
productIOn and dealing had exceptional advantages: and thus, 
by honest as well as by interested teachings, the general publio 
was prepared for the behef thatlif the chief businesses of any 
kind in any market were uwted,~he net income and the true 
capital value of the consolidation would much exceed the aggre
gates of those of the orlgmal businesses.'-
j Consequently, the promoters of a olnsolidation were .eager 
t~y businesses, that might compete With it; or even be used 
by an opponent as abaslS of operations against it. They had 
little interest in keeping down Its total nominal 08 pltallzation' 

17 
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III, vu, 2. for the~a~ aim was to da:zzle the investing public with a 
show of a sufficient domination of the industry concerned, to be 
able ll\rgely_to .c0I!t!.<!.~ices; though of cours~ .they made no 
overt attempt at monopoly. 'rhus they of~en ~ought .at .high 
prices establlshments,..JVhich it ;was found best to close on account 
of bad location or inefficient plant. 

t1Jiey endeavoured to evadE} decisions of the law-courts which 
ha~condemned "Trusts" (in the original use of the term) by 
putting the whole, or at least a working majority, of, the shares 
of the constituent companies into the hands of a sniall number 
of men, under the form of a "Holding Company": these mlln 
controlled the policy of the whOle, and in some cases adminis
tered a part of it. But Holding Companies were declared by the 
Courts in 19C>4 to contravene the She!:man Law'and they were 
dissolved\.Thus the campaign against Trusts, ! the old sense 
of the Jd, seemed to have been brought to a successful issue: 
but in fact it had merely changed its form. In suitable cases 
the companies, whoSe:icurities had been held by a Holding 
Company, were fused, in one way or another, into a sin!>le giant 
business. We now leave Trusts in the earlier uses of the term, 
and consider only giant agglomerations of business.'t 

An estimate made in 1904 allotted a capital ~about seven'" 
-thousand million dollars to industrial trusts. About hall that 
amount was assigned to "franchise trusts"; that is water, 
gas, electricity, tramway and other undertakings, which make 
exceptional use of public highways. The nominal capital of 
a third group, that of railroads, was about equal to that of 
the other two together. A fourth group consists of financial 
businesses: but the power which they wield would not be 
adequately represented by their capital even if it could be 
ascertained with tolerable accuracy; while of course much of 
it consists of holdings in other "trusts OJ and has therefore been 
reckoned alreadyl. • 

1 A Committee of the House of Representatives in 1913 enumerated over 
two hundred oonsolidatlons/ each having some degree of monopoiJstio etrength. 
An esfanlilote, given in the Report of the U.S. Census of 1900 (voL VlL pp. !xxv 
-xmi), indtcates a large percentage of failurea among the early combmalilons; 
and Mr C. N. Fay, an apologISt of trusts, glvee partIoulara of "the fallure of 
oombmation to monopoiJze," and even to aucceed finanmally, in ilia augge&uve 
Bog b1l8tlle&t and Government. • 

Iu 1890, the Sherman Law, Dot having taken eBeat, the word "tnJA" wu 
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{The large majority of industrial trusts are of ~ourse to be VI.. VII. 3 

fo~ in those manufacturing industries, in which an increased 
scale of production brings with it increased economies. But in 
fact they do not owe very much of their power to that advap.tage:\ ........ 
for, with some exception for the steel industries, a capital very 
much less than that required to dominate the market, will 
suffice to obtain every important advantage that belongs to 
production on a .large scale. Nearly all the chiet 1rusts..m 
the group, now to be considered, owe ..wore to the econo~es 
of marketincn a vast scale than to those of Eroduction on a 
v~~e. !Jut these and simila~ matters can be present:d 
most vividly by brief sketches of some leading trusts. 
lOne rule alone is almost universal./It is that ~ch great 
industrial trust has owed its origin to tlm-exceftional busin .. 
genius of its founders. In. some cases tile gewus was mainly 
constructive: in others it was largely strategic and incidentally 
destructive; sometimes even dishonest., But in general there 
seems to have been present a notable power of visuahzmg the 
futurei The Duke of Wellington, speaking before the day of 
aeroplanes, said that a chief business of his We had been to 
construct mentally the view of the enemy's pOBltion on the 
other side of intefvening hills;tand the founders of great trusts 
have been eminent, even am~g able business men, for their 
power of anticipating future relations between productive re
sources and market requirements., 

3. The basis of a firm but wisely limited control 0/ 
monopolistic tendencies in .4 merican business is provided by 
systematic official studies. The experience thus gained gives 
valuable guidance as to some urgent proble1'1l$ of British in
dustrial policy. 

(jt is argued by Americans that the vagueness of the Com
mon Law is on the whole a source of strength. Definite and 

BtUl used in ita early lense; and the present wnter told the British Asloolation 
that thea future seemed to hnn doubtful They were in fact vaDlshlDg But 
a recent wnter has authorItatIvely oondemned that prognosticatIon, under the 
imprel8lou that It apphed to "trusts" m the verl' wfierent present U88 of th~ 
tel'lllo 
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nI, vu, s. precisely worded Statute Law is adjusted in matters of detail 
to the circumstances of the time at which it wa.a made;fnd 
cannot be readjusted to new conditions without fresh legIsla
tion.l Common Law, on the otber hand, ia interpreted by 
progressive, judicial decision in accordance with the conditions 
of each generation, in so far as the Supreme Court, under 
whatever name, feels justified in setting aside inferences drawn 
uom previous judicial decision. thus theJCommon Law is_ 
cons~tly. ~g created. w~ile being only interpreted nominally. 
!the ac~tiE!s required for tIEs work--:,are n~i!ec~J~1Ji.ut 
they are in great measure trained by the lawyers close contact 
",ith the afiairs of business life, and their relations to public 
interests :lwhile the decisions of the higher trIbunals, by which 
most of this legislation is effected, indicate a statesman's faculty 
of discovering ;:naoonserving the true int.erests of the public, 
even when not directly represented in court. The habits of 
life of Anglo-Saxon p~oples fit them in an exceptional degree 
for alert exercise of the mind, without much special training: 
but experience has gradually shown that, as the public interests 
in business becQme larger. while business itself becom~s more 
complex, a chief task of practical sagacity is to discover the 

'dIrections .in which it needs to pe supplemented by systematic 
studies, and to organize those stUdies. 

Smce the operations of transport are to a great extent stan
dardized by natural causes, fheir policies can be subjected to 
some external control without adding greatly to those restrie-

. tions on the initiative of railway dIrectors and managers, which 
are imposed by Nature herself. This control is speciallyappro
priate; because a railway, or group of railways, has something 
of Governmental power within its own domain; and therefore 
the work of a Board of Trade or a special COIDmlSsion In regard 
to the regulation of railways is fairl¥ homogeneous and relatively 
simple. 

IBut industrial monopolies are of very various characters. In 
m:Uy branches of production technique changes rapidly; and 
the methods and purposes by which particular aggregations 
or federa.tions seek to control prices are ever resentinO' new 
deve121,@e~ A great trust· starta With expert owledge of 
its own business; it can hire the most expensive expert witnesses 
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to support the arguments of its highly paid counsel-them- III, 911. 3. 

selves in some measure experts-on techmcal points. Against 
so strongly fortified a defence htt!ll.~be done by a relatively 
small and Impecunious busmess, whiCh. thinks itself aggrieved; 
and still less by the inarticulate pubhc, which may be the chief 
sufferer. in the long run.fA complete remedy for this social 
hurt is not to be had: bn?a long step towards it was I,ll8de 
by America in 1903, when Congress set up the Bureau of 
Corporations to investigate such cases, to enforce a limitcd 
d~-.:e of publicity, and to make recommendationsl ., 

ghe success of the Bureau of CorporatlOns in ch~g abuses 
of monopohstlo power by merely publishing ~he results of its 
investigation of them, encouraged Congress in 1914 to raise its 
8tat~s, under the name of the Federal Tra~ll dorq.rqiu~n, to a 
level with that of the Interstate Commerce Co . : and 
at the same time to pass a secon tea on Anti-tru Act; 
which strengthcl!e!L, t e .J?!QX.ooona ilL the 1890 (Sherman) A~ 
trust Act, for the enforcement of which the new CommlSSlon 
wis to have a carebhat Act declared in general terms several 
practices to be "unl~fuln when, but only when, "th, effect" 
of.!n! o~~~ them" maya to ,substantially 1eAAflP. cnm~~~lO.v 
or j"end to create Ii mO!12.I!oly m ant-lID" of. com~ce.' The 
word "substantially" IS perhaps not exactly SUited to the pur
pose of the Act: and the use of the term "i,nf~if' competltlOo 
ID....2ther parts of the Ac., as well as t~ot!lrpretatlons 01 ~ 
bt the COurts, recognizes that the mere expansion of an ably 
managed tU8lneQmust necessarIly ~ont!!¥lt the area, over~iclI 
the competitIOn of other businesses in the same m(fus~an .. .... 

I It authonzed the Bureau to lRvestngate "the orga.mzation. oonduct of an" 
management" of any appropriate buemeu corporation; "together With 8uch 
mformab.on and do.ta as will en"ble the PresIdent of the Umted States to mako 
reoommendattona to Congress for leglsl"Uon for the regulation of Buch com· 
merce." ThiS anforma.tton .. or &II much thereof aa the Premdent may dll'ect, 
shall be made pubho." Some of the evils sought to be remedied by lts work 
are iiiwcated m Its Reporf for 1905, by ~ymg:-"Much leg,slation has been 
ena.oted wmch is futile and often h"rmful beca.use chrected I\lther at the modi· 
fioatton of great economlo laW!!, wmch e&nnot be modIfied by statute; or ., 
tbe treatment of sporadiC a.nd sensatIonal facta. Estimates, guesses. preJuwoea. 
and lumted indiVIdual experience han been the bases of a.otlOn. rather thlDS 
hToad and final conolUBlona based upon accurate, properly ... mnged wassea ul 

"',11 
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m, VII, s. have full play~The Courts have sometimes in effect read in the 
word "unreasoAable" before "competition" in the Act. What 
is really condemned is dootructive cotpeetition. One runner may 
outdo his rivals by grta:ter energy as ro~h as he can: but, if 
he puts his hand on another's shoulder to pull him back, while 
pulling himself forward, that is the.)Wl* Qompetition against 
which the Anti-trust Ac:t ia djm;.ted._ ... 
(The purpose of the Federal Trade Act is to constitute an 
administra~e and semi-judicial body of high standing, which 
shall continue with enlarged powers the work of the Bure£u 
of Corporationsr,d co!!!'ct such informa,tion,in legllId .tirhe 
o~rations .. of glant businesses, as shall,enable a good judgment 
to b'eTormoo on the cIiaracter of the competi~~, which iIiey 
wage '"agamstlesS"Wea}thy ri~al:;l, It is to investigate any 
appropriate casej ana, after Iiearmg, issue an order directing 
compliance with the law .. af ~his order is not obeyed, it may 
apply to the appropriate l'ederal circuit Court to enforce it.J 
and that must take its findings, if suppor:"d by testimony, as 
conclusive (subject to certain conditIOnS}; though of course 
the fipdings may be set asi~e b~!:he_9..?!rt on a point of lawl • 

This slowly matured and VIgorous scheme has exceptional 
interest for Britain. For her attention has been much attracted 
by the events of the world-war, and by other causes, to the 
economie8";D,d faC1lities which giant capitals can obtain in 
production and in marketing. And'since Britain's free trade, 
together with other causes, has in great measure safeguarded 
her against malIgn uses of any monopolistic power thus obtained, 
ber people have been increasingly inclined to look with favour 
at the beneficial results of the massive organizationj while taking 
little thought as to the dangers that might arise from it. In fact 
"combinations," when they are merely particular forms of con
structive oooperation, often bring with them such great material 

J It should be observed itJ passing that the Anti.tT1lst Act applies to com. 
bitJatiO.Jlll of railways, 88 well 88 industrial trust&. But the chief gravamen 
of the charges under it against radway. refers to the hurt wmeb rallway fuSlons 
mr.y mfuct on Ilustomers of radwa.ya; wbJIe industnaJ trusts are eba.rged Wlth 
depnving other busmesaea of reasona.ble a.eceu to ma.rkets, in the first Ul81ance; 
and thereby lIlJl11'JJlg the pubho ulbmately. - .... 
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ad~antages, as almost to hide from view any contraction of the III, "VII, 3-

field for the creative enterprise of young businesses that they may 
cQ.nse. That evil might probably be rather smaIl, if Britain.'s 
financial and military position remained substantially as it was 
before the war. For, though history records few cases in which 
constructive cooperation has not after a while degenerated in 
some degree towards restrictive and even destructive uses of 
monopolIstic power; yet the same brave and free spirit, which 
has kept British ports open to all products that compete With 
her own, might have continued to ward off monopolistic 
pressure. 

But the war has enlarged the range of things of which 
the country is unwtllmg to be greatly dependent on external 
supplies: and it has necessitated so great an increase in the 
Revenue needed by the Exchequer, as to strengthen the hands 
of those who desire to levy unport duties on many manufactures. 
Such proposals are sometimes associa*d with suggestions that 
combinations for the regulation of prices should be sanctioned 
and even encourlJ,ged by the State. The avowed aims of such 
a combination are no doubt constructive: it is to be militant 
only in regard to invasions of British territory by powerful 
foreign producers or traders, singly or in combination. But 
history shows that men engaged in any industry, which is faced 
by foreign competition, are mevitably and almost unconsciously 
impelled to exaggerate any indirect injury that may result to 
the public from such competition; and recent events suggest 
that human nature has not changed in this respect. Such men 
have special knowledge of the industry and trade under dis
cussion: and complacent officials have always been inclined to 
take the path of least resistance, and accept expert estimates in 
these matters with but lIttle consideration of the unconscious 
bias by which such estimates may have been warped. The 
dangers dIrectly arising from this source are increased, when 
those, who speak thus with expert authority, are associated for 
the attainment of any common ends, however beneficial in 
themselves: for such conditions are specially likely to taint 
constructive cooperation with some touch of militant restrictive 
monopoly. The recent courses of German cartels will be found 

~, ~? pomt in this direction. For the present we are concerned with 
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lU, m,4: American experience to the effect that, if the danger becomes 
considerable, it can be adequately met only by a special official 
organization; which differs from an administrative Department 
of Government in that it concentrates the greater part of its 
energies on progressive studies, resembling those of a great 
technical laboratoryl, 

4. Actions, which are harmless on a small scale, may 
'become injurious when practised on a large 8cale, especially 
if their purpose is to obstruct"the highway of business .. 

Under ordinary circumstances, an individual tradesman, who 
has taken offence at a customer, may refuse to deal with him: 
but a conspiracy to drive a man from the neighbourhood, and 
render his property in it valueless, cannot be justified under 
ordinary circumstances.lrhe law against malicious boycotting 
is akin to an anti-trust raw: each aims at preserving the right 
of well-behaved persons to make free use of the common 
highways of business. 

The law and commonsense alike sanction the meeting of any 
two people, or the standing of a cart for a time by the curbstone, 
even in a busy highway. But a large assembly of persons (or 
a collection of carts) sufficient to hinder the full use of the 
thoroughfare by others, is broken up by the police: and if the 
obstruction can be shown to have been dehberately planned 
with the purpose of injuring some person's business, or otherwise 
annoying him, it is an offence. Wrong-doing of this kind cannot 
be directly controlled by Courtll of Law, nor can the initiative 
in complaint against it be left to private action. It must be 
controlled by the Executive, whose ordinary constable clears 
the highway by appropriate orders; the magistrate being ready 
in the back-ground to enforce ju~gment in any case in which 
the policeman's orders are resisted. The Federal Trade Com
mission has responsibilities, similar to those of the policeman, 
in regard to vast highways on which the traffic is immensely 
complex. Long-continued, organio and scientific study of great 

1 Some exceptional proviSion, in regard to Amerioan export trade are noticed 
lleIow, in Chapter xu. ' • 
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masses of detail takes the place of the policeman's simple view III, VII, 4. 

of the obstructing crowd; and its deCisions are authoritative, 
subject to certam condl!ions.~ is responsible for taking the 
initiative, and coming to a proVisIOnal conclusion as to whether 
any price discrimination, or exclusive dealmg, is a bona fide 
constructive business transaction or is a destructive strateglCal 
manoeuvre aimed alPreventing a rival from making use of the 
highway of busines~The first place ampng unfair methods of 
competition, which are denounced by tie Anti-trust Laws, is 
held by pricz.discriminations; the chief variety of which is that 
'of malign local pflce-cHttin~ 

A dealer if prima jaC'te free to choose the prices at which he 
sells his goods. If, for instance, he has tW9 shops, one m the 
East end of London and the other in the West, he will often ask 
higher prices in the West than in the East; partly because he 
cannot sell at high priceSi'ir'lhe East, ~nd he cannot pay the 
high rent of his shop in the West if"" he cn.arges' low prices 
there: his action rouses n~ ,suspicion of palign motive.JBut 
the St~d og Company habitually' pursued the consignments 
of a rival to retailers; and told them that, if they persisted 
in buying from the rival, it would sell its oil close to them at 
a prlCe which involved a temporary losS" to Itself: it thus 

l
Udered their trade impossible. -It did tru.s so systematically 
nd with such large resources, that many indepena-eiill refiners 
old out to it at a loss; and others, who )Vould have entered 

e business, refrained. "Size without any predatory power 
akes a corporation beneficent; bat size with this evil endow
ent makes it a menace to freedom .... The prospect that a 

trust will resort to predatory practices terrorizes the rival in 
advance, and prevents him from appearingl." 

The duty of the State in this matter is not to hinder the 
action of the great forces of economic evolution; even when 
thei involve the destruction of old businesses, which have no 
other fault than that of being unable to turn those forces to 
good account. (Its protecbve intervention is not called for on 
behalf of inco~tent comp&ltors with the trust: but it is 
called for when the trust sets itself to destroy a rival, who is 

l Clark, The control of tru8ts, p. 123. As to some dlscrlUllnatlon ill retail 
t\'4de, see Appendix J, 3. 

" 
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III, VD, 4. prepared to sell things of good quality at lower prices than the 
trust is charging for them elsewhere" The greater the imme
diate sacrifice which the trust;.js wm!bg to make in order to 
drive such a rival off the high.way, the greater is the primd 
facie reason for thinking that the intere8ts of the public require 
that the rival should have a fair chance of developing his 
business, and attaining economies of produ~.tion on a large scale, 
witB fresh enterprise\ The case is only \pnmd facie: for in-

~
tance, the purpose oAhe rival may be to blackmail the trust: 
nd the task of investigation is therefore both dIfficult and 
elicate; but it is not impracticablll. 
(J?iscriminating prices are commonly associated with the 

.. dumping" of certain goods, especially by countries with high 
protective tarifs, in foreign markets. But, as will be seen later 
on, the chief purpose of such dunmin.!r is to maintain prices 
in the home market: ~e desire to destroy rivals in fore:gn 
countries play~ a~uc1i smaller part in such dumlling than is 
comilOnlY supposed,) On the other hand, the intimate financial 
association of some American railways with particular powerful 
trusts has caused price-discriminations, aided by discriminating 
railway charges, to attain a portentous power of destroying 
inconvenient rivals. Man e the devices :bi~aws 
against rice-discr' ina 10 LmonoJ?~hstic purpose ":.re 
evaded; ut the Interstate Commerce CommissIOn and the 
~al Trade Commission, working in unison, seem likely to 
repress most of them ere long: and indeed monopolistic strategy 

1
f this kind is so defimoo tha' it can hardly evade the pursuit of 
ainstaking, capable investigation, well supported by authority; 
hough it has relatively little to fear from those milder and less 
enetrating forms of bureaucratic . control, which have hitherto 
ufficed for most of Britain's needsl • 

I The nature of the task will be Ulustrated by the Dotea.on inthvidual trusts 
con tamed in the follOWIng chapter. 

I It may be added that Canada is hostill\ towards monopohes: her plan for 
controlhng them is less systematIc than that of the United StateB, but more 
systematlo than that of Bntain. Subject to unimportant restn~f.Jonll, any81S 
full CItizens may apply to a ludge; state in writmg that they beheve .. certa/D 
combine to exert an mfluence Injurious to pubhc mterests, and ask for an 
investigation. The ludge is then bound to gJve them a heanng; and if he
thinks a twlm4/fMJle caae has been made out, he writes to that effeot to, tile 
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5. Relations in which the prices charged by. far-seeing III, VII, 5. 

trusts, when 7Wt engaged in campaigns against 1ivals, stand 
to the probable costs of "independents." 

Before passing to the consideration of partIcular trusts, it 
may be well to say a lIttle in contllluation of earlier discussions 
as to the relations between cost of production and the prIce 
which a far-seeing trust will place upon its goods, in the absence 
of any strong incItement to destmcuve strategy.fIt has already 
been obsen'ed that a condItional monopoly mus~take account 
of the cost of production which its competItors must meet. but 
the partIcular forms of condItional monopoly, whICh belong to 
a modern trust and Its relatlOns to "llldependcnts," are so 
definite that there may be an advantage in .It}turning to the 
subject. 

The reports of the Industrial Commission appointed in 1898 
to inquire into the conditions of AmerICan labour were, till 
recently, the chief authority as to the conditions of American 
trusts. It reacHed the· following important conclusion:-"The 
testimony of substantially all or the construction men is to the 
effect that, unless a combination has some monopoly of the raw 
material, or is protected by a patent, or pOSSIbly has succeeded 
in developing some very popular style or trade-mark or brand, 
any attempt to put prices at above competitlOn rates will result 
eventually in failure, although it may be tetnpor¥Ily successful." 
It finds that a short-sighted policy looks at tie proportion of 
the total output of a certain commodIty which is controlled by 
a trust: if tlIat be large (and there are many trusts which 

Registrar of Boards of Investtgatton, who mu.t appoint a Board for ~e purpose. 
It 18 to oonSlst of three persons; one nommated on the recommendatton of 
eIther SIde to tho questlonl and a thll'd nommated by those two. Their report 
18 published m the Canada Gazetle: If unfavourable, It may lead to the WIth. 
drawal of any tarn protectton wluch the offenders have had, or to revocatIOn of 
patents; together Wlth a fine which 18 inoreased WIth each day (after a certam 
mterval) dUrIng which the gnevance 18 mamtamed. 

Somewhat amular proVISions are mcluded m the Austrahan Industnes Pre· 
servation Aot 1906-10: and In 1912 an Austrahan Interstate CommlSS1on of 
three members was set up, whose extensive duttes mcluded vanous steps for 
deabng with combinattons that tended to restram trade or commerce by unf&lr 

_ competttlOn, or to the detnment of the publ.tc. New Zealand has moved m the 
aama dll'ectton: and South Africa has done the hke m regard to the Meat and 
Slupplllg trad .... 
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III, vn,5. control abollt two-thirds of it), there is a temptation to argue 
that the trust can regulate prices without much attention to 
cost of production. The argument is valid for short periods, but 
only for thosel . 

For a far-sighted trrult's policy looks rather away from the 
ephemtlral relations between the output under its .control and 
that of the independents: Cits main business is with the pot('n
tialities of independent output in the future., If concerned with 
minerals, it fItlres little for m!z!ute ca.lculatIOns of outputs of 
mines already openeA it cares much for estimates of the cost of 
open1n~ out-new ~es within striking range., It cares little 
to know what part of the plant owned by the fndependents is 
nearly obsolete fit cares much to know what are the difficulties 
in the way of ~arting rival works of equal efficiency with its 
own, not necessarily for all parts of its work, but for some of the 
more lucrative. It takes account of the fact that, now more than 
ever, a powerful capitalist often W{es to push his way even into 
an industry with which he is not personally familiar, but in 
which he knows that high profits can be reaped. Such a maR 
in conjunction with associates who have the requisite technicn) 
knowledge and administrative faculty, and who have sought 
out him, or have been sought out by him, may'oe able to put 
up a plant that will be as well or better organized than that of 
the trust, because it will incorporate the most advanced ideas 
from the nrst. (Accordingly a well-managed trust reflects that, 
if it puts its pr1\s so high as to hold out the prospect of good 
profits to new rivals, after fighting through the campaign of 
underselling which it is prepared to arrange, the rivals will 
appear. Irhat is to say, it adjusts its price rather closely to 
the cost \£ production includ~ng profUa, on which a. new-comer 
in an ordInary competitive market would base his calculations. 
But it adds to this something for the insurance against extra 
risk w~ich a new-comer into its market would expect to face. 

It may seem that this cost of production is of a dIfierent 
kind from that which the producer in a competitive market 
needs to watch. But that suggestion goes too far: the difierence 
between the two cases is mainly one of degree. It is true that, 
in a competitive market a. producer's connection has no firm 

I Repon. voL nn. pp. svii, sviil, and ssi. 
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hold of a long life. He must give himseU to holdmg hIs own Ill, VH, 5. 

agamst eXisting rivals; and it is not generally worth his while 
to spend much care on thc effects which h18 action mal have 
?n the appearance of new rivals: for they are sure to/Bppear 
In any case. • 

In th18 matter his position differs from that of cven a con
ditional monopolist. But he also has his far-seemg strategy as 
well 8S hiS tactics for passing occasions: and his strategy has to 

I. dO with the costs of whole processes of production. The prudent 
leader of a great trust will remember that, though there are 
very many men competent to manage a small busmess, there 
are not many who can manage a large one; and that only a small 
perctllltage of those, who are competent for the affairs of a large 
busmess, can rise to the high peak of the management of a huge 
trust.lThere is always "plenty of room at the top": and, if 
the hllhest post is very hIgh, the difficulty of findmg adequate 
successors to the few intellectual giants who have bUilt the lofty 
edifice is almost insuperable. Youths of exceptional faculty are 
often found in lowly work of various' kinds in large businesses 
8S well as small. But, 8S soon as they become conscious of 
theIr strength, they are lIkely to be attra~d by the chance of 
developing their own powers of initiativeJand the lower posts 
in a vast business seldom offer as D;luch scope for that, as do 
those of a small business, in which, on occasion, a subordinate 
may be called to do what he can at a task which has been 
supposed to be beyond his powers. It has been justly said that 
small businesses are the nurseries for the best brains in large 
busmesses. 

b'he trust must therefore reckon with the possibility that It 
wil~ot continue for long to have as large a share of the best 
business genIUS of the country as it had, when it first acweved 
Its semi-monopolistic power.l Its capital may enable it to 
outbid all others when a ne"'important patent is to be sold:: 
but the weaker successors of the strong men who have created 
its success may fall to appreciate, and even to welcome, the 
genius of men who are stronger than themselves .• It seems 
probable that the combative phase of monopoly, ~troduced 
by some industrial trusts, may pass away more qUickly than 
earher phases in times of less rapId_evolution. Prob~bility is a 
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tIl, vn, 5 chief guide in all matters: it is the only guide in regard to 
matters, as to which the present age can find no close precedent 
in the past, and cannot expect to yield close precedents to the 
futurel Thus there are many reasopll why a trust should not 
make ~e of its semi-monopolistic power to put its price much 
above the level at which an independent business could produce, 
d not. hampered by the pressure of the great giant: the policy 
of -destroying independent rivals in order that it may raise its 
price is not so much to its own interest, as appears at first sight") 

But this consideration may have little weight With J>c1t! 
enterprising men, who value success for the proof of power 
whIch it gives, almost as much as for the wealth which it beings. 
And, since'many monopolies owe much to the partial exclusion 
of foreign eompetitive products by a protective tarif, there 
seems much force in the suggestion that, when a commodity 
protected by a duty comes unaer the control of a combitlation, 
the duty on it should be revoked!. 

I FranCIS Walker, Cau8es oJ trusla and some remed.es Jor Jhem, p. 23, referrmg 
to the precedent set by Canada.; see a.bove, p. 523 fn • . 



CHAPTER VIII 

TR,USTS AND CARTELS: AMERICAN EXPERIENCE, 
~ CONT~ED 

1. The United States Sted Oorporation is a 'Unique III, VIII,I. 

aggregation of many giant businesses " but it leads, "ather 
than epntrols, the steel industry. 

We may next consider some illustrations of a general rule, 
which has already been partly indicated. It IS that an aggre
gation so powerful, as to be a representatiV'e "trust" in the 
present use of the term, is hkely to be under no great tempta..
tion to have recourse to those exceptionally cruel and mahgn 
forms of competition, which have frequently been used by a 
business on its way to obtaining the dominant position in an 
industry. Moreover, when such I) dominance has been long set 
up, the leaders of the business are likely to be well advanced in 
years; to be sensitive to public opinion; and, above all, to have 
learnt that, though a triumphant pleasure attaches to the attain
ment of great riches, their possession does not insure the full 
fruition of life. A man may have used fierce, and possibly even 
somewhat unscrupulous, methods of combat, while still un
certain of success; and yet, when he has fully attained great 
wealth and power, may perhaps use these chiefly as means by 
which he can earn the respect of others and of himself. Instances 
of this, while not rare in old countries, are specially conspicuous 
in America: and they appear to be contnbutory causes of the 
tendency of some trusts, which have had troubled cou.rses in 
early days, to take on a milder character, and to act with more 
careful regard to the interests of the public, when they have 
once attamed ahnost irresistible power. But unfortunately the 
peaceful' position thus attained depends in great measure on 
per;sonal and other conwtions, which are hable to change: and 
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UI, VUI,I. America is in no way relaxing her energetic and thorough 
studies: they are pioneering the way for the rest of the world 
by examining the responsibility of the State in regard to the 
powers for evil, as well as for good, which modern conditions 
ha,,-a put into the hands of monopolistic aggregations and asso
ciations. Th~ facts whICh follow in this chapter, are not in any 

( sense -consecutive or even fully representative history: they are 
selected merely as particular illustrations -of broad tendencies. 

It has already been observed (above, II, Ill) that an excep
tional combination of causes has promoted consolidation in 
the heavy steel industries. For the metal can pass through 
many stages without ever getting cold: waste gases can ge used 
to generate horse-power to be applied directly, or through 
electricity; and high chemical and other technical skill can 
find large scope. in the supreme direction of many massive 
processes. Rolling 'mills, engine shops, etc., can often nnd 
occupation in slack times by enlarging and repairing their own 
plant, and that of the furnaces, and above all of the mines: and 
rails or plates, wluch happen to have been made unmarketable 
by slight flaws, can yet be turned to account in posts of no great 
responsibility about the mines, the furnaces, etc. Thus a busi
ness, which owns the necessary supplies of coal and iron ore, is 
In a very strong position: and one, that tacks these advantages, 
is likely, after falling into difficulties, to be willing to accept 
terms of purchase that will yield a profit to another business, 
which is fully equipped. 

These conditions, as we shall see in the ne~t chapter, have 
contributed towards the formation of the German Stec!-works 
Union; which is the most far-reaching, though not the most 
firmly established of all cartels: and their tendency to create a 
giant consolidation in America has been strengthened by other 
causes. For, though it is true that a capital of some twenty 
mllbon pounds suffices at present for the equipment of a single 
set of fully effiCient steel works; yet a fUSIOn of many works 
in different parts of the ContiIijlnt of America is able to mah 
considerable savings by sendlllg each order to be filled at that 
works, which is best adapted for it by situation, special appli
ances, and freedom from other engagements, etc. 



THE UNITED STATES STEEL CORPORATION 

Already in 1~0() considerable progress towards such expan- , 
sion and fusion had been made by,the Carnegie Company; whiCh 
owned much of the best iron ore and coal for cokmg purposes 
m AmeriCa. In 1900. disturbances- were threatened by proposed 
extensIOns downwards of some of the higher stage steel busi
nesses; and by plans of Carnegie for makmg a railway of his 
ow.n to carry much of his traffic, and by other developments. 
This brought powerful financial interests into the field, and with 
them came the notion of monopolistic advantage: it had not 
prevlously appeared as a motive for expansion: but gradually 
rose to a level with the pursuit of technical effiClency. 

Stress was laid on the ihevitable rise in the value of the iron 
and coal properties owned by the companies, which were to be 
amalgamated; and, partly for tills reason, the favourable terms, 
which Carnegie claimed, were conceded to him. Ultimately 
nearly all the principal steel busmesses were fused into the 
United States Steel CorporatlOn, with a total capitalization so 
much in excess of the market values of the constltuent com
panies, that the promoters were able to take, as their own re
muneration, cash and securities, which were worth at the time 
some sixty million dollars and soon rose much in value. 

This amalgamation created an epoch, first by the methods 
of its capitalization; and secondly by the admission, practically 
involved, that the addltional economieS of administration to be 
obtained by an increase in the size of an individual establish
ment, gradually dwindle as the size increases. 

The second point may be taken first. Several hundred 
separate properties were included in the great amalgamation: 
and in order to keep the subsidiary companies efficlent, con
sideralile autonomy was conceded to each of them. But, lest 
each should regard the others as competitors rather than alli~ 
an elaborate profit-sharmg plan was set up, purportmg 
interest the President and the other officers of each in e 
profits of all the others. And meanwhile the activity of each 
was stimulated by setting before it the ambition to show results 
as good as, or better th,an, those of any other domg hke work 
under lIke conditions. 

The market values of the various companies incorporated 
rt:ar.hed a total of eight hundred mIllion dollars: which, ac-

529 
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III, vrn, I. cording to the investigations of the Bureau of CorporatioDs, 
exceeded the total value of their tangible properties by only 
one hundred million: but the total capitalization of the United 
States Steel Corporation in 1901 (including underlying bonds, 
etc.) was fourteen hundred million1• The' greater part of this 
excess is apparently due to the valuation of the ore properties; 
which the constituent companies had reckoned at one hundred 
miUi6h, and the Corporation at seven hundred million: this 
may indeed fairly be regarded as an instance of the common 
practice of promoters of a fusion, under which Preferred stock 
is issued to the full amount of the visible properties of the 
several businesses. Equal amounts of CommoD. stock, given to 
purchasers of Preferred, are understood to represent the good
will of the businesses fused; together with the value of the 
additional earning power, which the fusion is expected to derive 
from its new economies, and its monopolistic advantages. This 
practice of capitalizing good-will is not altogether unreasonable; 
but it has been the cause of many abuses2• 

The values of the ores owned by the Steel Corporation have 
risen greatly since 1901: its chief businesses have been ex
cellently managed: and, even before the great war, its securities 
rose sufficiently to make this high capitahzation appear not very 
unreasonable. But of course it owes much to the Protective 
tam, which enables it to sell some of its goods at higher pnces 
than those at which similar European products could otherwise 
have been obtained. 

It has not attempted to regulate prices independently: but 
has taken counsel with its chief competitors as to the prices 
which the market will bear. Its lead has generally been 
willingly followed; and indeed there are some who think that 
its statesmanlike policy has been even more advantageous to 
Jlome of its rivals than to itself: certainly its business has not 
grown as fast as some of theirs have. At least nine-tenths of the • 
total steel output of the country appear to be now represented at 
the conferences, held under its lead, at which schedules of prices 
and other matters are arranged. 

1 See the "Report o/IM Bureau 0/ CorporalW1/8 oa 1M Sled iMlUtr1l. voL L 

1911, pp. 166-169 and 373-382-
a See above, pp. 335-6. 
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The position is however not free from anxiety from the III, YIn, 1 

national point of view. Ere long nearly the whole of the iron 
ores in the country may hav!! been explored, and be owned by 
a few giant businesses, acting more or less steadily in concert. 
The great Trading Companies of yore worked for some time 
bravely and steadfastly for their own profit, and the prosperity 
of the country; but, as time went on, the places of active 
Venturers, strong in their self-restraint, were filled by weaker 
men, inert and greedy of gam. No such extreme deterioration 
is indeed likely under modem conditions: but there may be 
increasing need for vigilant study, on the hnes set out for the 
Federal Trade Commission, of the action of what may become 
in efiect a monopoly many times more powerful than any yet 
known. For it would have "its feet firmly planted on the 
ground": that is, it would in great measure control those re-
sources, supphed by Nature, without whICh no rival to it coul;{ 
make headway. Even incomplete monopolies, thus planted, 
are likely to be more solid and durable than apparently strong~ 
monopolIes if based on superiority in manufacturing technique', 
or in business ability, or in financl.31 strengthj or even in all 
three together. 

v.Thfs class of consideration applies to" several other American 
mdustries, in which there has as yet been either no monopoly or 
only a local monopoly. For instance, the Reports of the Bureau 
of CorPorations on the Lumber industry, indicate growing 
tendencies to local concentration of ownership of timber: Timbu 
lands are already becoming rather scarae; and a powerful financial 
movement to concentrate these concentratIOns might develop a 
dangerous monopoly of timber. Further, lands, that have been 
denuded of timber, are common1y sold at low prices; and, if 
bought up by strong capitalIsts, might introduce a hitherto 
unknown tendency to gigantic ownershIps of agrlculturalland1• 

Again, the Bureau of Corporations has called attention to the 
danger that the chief sources of water power nmy be exploited 

• I On the other b&nd tbe Industrial Commis81on itself suggested .. oombm&
tlon under proper superVISion" as & remedy for the wute of n&tlonai resources 
myolved m the use of fine an~&Cite coal for purposes for wwob mfertor 00&\ 

_ would suffice. An inwVIdual ooal owner cannot materially affeot the prtce of 
~l in the wmter; and be will suffer, If he has not kept h1a men together in 
the ~mer wlulo oth8i8 h~Y\I 40118 eo. ~qt a 8lDgle OOI"VDfIIUO!1> ownmg the 
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III, VUI, 2. by a few strong cp.pitalists. It is true that its price must in 
the long run be governed by the price of power generated by 
coal: but the great excess of the cost of such power over that 
of power obtained from water on a larg!, scale, may yield a 
monopolIstic revenue, which properly belongs to the State, and 
needs to be jealously controlled. 

r. The power of e:cceptional constructive ability, com
bined with astute dest1·uctive stratC{JV, is illustrated by the 
ltistory of the Standard Oil Oompany: its financialstrcngth 
has graduaUy overshadowed a considerable part of American 
business. . 

Attention has already been called (III, Vll, 2) to the facts 
(1) that the Standard Oil Company was the first to constitute 
a "trust," in the original sense of the term; (it then represented 
an association of businesses, effective for strategic purposes, but 
yet evading the prohibitions of monopoly, which the law-courts 
had based on the Common Law); and (2) that its remorseless 
underselling of rivals, with less capital than Its own, who were 
making good supplies at reasonable prices in particular localities, 
was a chief cause of the stringent legislation against local price 
dlscriminations. But the Company has never had any approach 
to B. monopoly of the souroes of sup:ply of mineral oil: its mono
polistic power has resembled that of a railway, whose .network 
practically covers a great district, while it is able to evade any 
regulations that may require it to give facuities for the traffio 

_ of other companies to pass over its lines. 
It began with a comparatively small group of lines of 

pipe, and could do little without the aid of mllways. But it 
offered very large business to some of them: it played off 
one against another with great ability, pot. disdaining corrupt 
~nees~ and it was thus enabled to induce some of them to 
carry oil for it more cheaply than for its rivals. It hampered 
those opponents not merely by selling at specially low pnces in 
their neighbourhood; but also by paying for a time very high 

wholo field. might do better for the country by refusmg to work moch in the 
sommer; and allowing some scarcity of coal in the winter to ralBe ita pnce auf 
DClentJy to cover the cost of attractmg miners bac¥ in the late autumn; when .. 
dem.and for Ja.bour in agnculture, bwldmg. ew. WIWI s1&ckeninS- • 
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prices for crude oil from any wells, from .which 8 rival had III,VIn,a. 

expccted to derive his supplies. It worked on these plans, in 
so far as not estopped by the law-courts, with great ability and 
persistence, and in many fields of enterprise: insomuch that, 
though it had 8 capital of only a million dollars in 1870, it was 
paying forty million dollars in diVldends in 19071• 

Again it took a leading'part in the use of boO'qajndependent 
?oPll>.l'J!!~~n:;g:ng...b~nd§.i. which ~ destroy ~i.va~s 
m plaCes wh monopoly was threatened: meanwhile If; 

maintained high prices where it. was exempt from competition. 
A bogus company, really owned by the Standard Oil Company, 
would offer good oil at a low price m the neighbourhood of an 
obnoxious rival: it wOlild search out his customers, retaining a 
staff of spies for the purpose, and offer oil to them at exceptIOnal 
rates. Even w~ere there was no urgent fear of competition, a 
similar company, representing itself as an opponent of mono
poly, would turn a prevalent anti-trust sentIment to the account 
of the great trust. "Fighting brands," which it seems to have 
been the first to use, are somewhat analogous to the fleet of 
"fighting ships," maintained by the Hamburg American 
Company to underbid obnoxious rivalsB• These brands dIffered 
in no essential from those in ordin~ry use: but they. could be 
offered for militant purposes at low prices, Without affordmg 
ground for 8 charge of "local price cutting"; for they were 
not sold at higher prIces anywhere. 

The Company was indeed dissolved by a Federal COllrt in 
1912; which ordered that the shares of all its tlonstltuent 
companies should be diVlded among. its shareholders in pro
portIOn to their holdIngs in it. But nine strong men, hold 

I It showed groat foresight. a.nd was quiok "to buy up lands along the route 
wwch a nval Ime was to follow, or to secure rIghts of way of Its own access 
across such routes .... or to enlISt the support of raUroads m refusmg to a rival 
rights of way across Its tracks" (Reporl oJ the Bureau oJ Corporabo1l8 on lhe 
Pelroleum IftdU8lry. 1907. vol. I. pp. 21. 24. 25). The State of New Jersey has 
attraoted undertakings desmng to evade the lawa. whICh many other States have 
m,,;de for the protect.J.on of the pubho: and regIstration in that State has helped 
the Standard Od Compa.ny m restnctmg fawhtleB to others for use of the rights. 
whIch they mIght have demanded from Ita pIpe Imes. as "common oarrlers" 

"-.... (see the same Report. voL I. ohe. V. VI: and voL II. cbs. X-XII. 8umml'rlZed on 
• Po 668). 

'J ,See above, p. 435 fn. 
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lII,vm,3. between them most of these new shares; and, if they continue 
to work together, the policy of all the constituent companies 
may remain as before. Probably cautious counsels will prevail, 
at least for a time: and when those nine men pass away, the 
dissolution of the Company, which is at present merely nominal, 
may become real l • 

3- Monopolistic control in the tobacco industry effects 
great economies in marketing: tlte huge profits 0/ the Tobacco 
trust tempted it, and enabled it, to use strong measures for 
the suppression of interlopers. 

The tobacco industry has no high technique which calls for 
the ceaseless energIes of a multitude of inventors: hut each 
manufacturing business spends much on pressing its products 
on the notice of retailers and of the public. For these and 
other reasons, . many statesmen have thought that a Govern
mental monopoly of tobacco could be more easily and success
fully worked than any other: and that it could be made to yield 
a higher net revenue than could be got from customs and excise 
duties on it; at all events in countnes wIth land frontiers over 
which petty smuggling of tobacco cannot be completely stopped. 
Such monopolies have not been very successful; because their 
task is really more d.I.fficult than it seems: and Government 
officials have not the energy, the alertness, and the special 
faculties of fine discernment, which have enabled the managers 
of the American Tobacco Company to amass vast wealth, from 
a partial monopoly of tobacco obtained by able management 
and strategic marketingS, 

Many giant businesses have owed their first successes to 
the pos . n of important patents; aJld, in spIte of its simple 
technique, the to a' as offered some scope for 
patents. In 1884:, when cigarettes were coming into general 

1 W. H. Vanderbilt, a man of hke menta.! structure with them, but of more 
purely construotlve purpose, said of tbem:-"I nevor came in contact with any 
class of men as Bmart as they are .... I don't believe tbat, by any legislative 
enactment or anything else, you can keep such meb down. They will be on 
the top all the tlme." Quoted by M18B Tarbell, Hi610rg o/lk Sf4ndani Oil 
Oompany, Appenchx 69. . 

• An instructive Btudy of the causes of the small mea.sure of 8UCOO8II attained 
by Government tobacco monopohee ill gIven by Maw.deD, Tile SIAIt a.t " ~ 
f acturer and trader. 
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favour, a cigarette machine was produced which multiplied III, vm,3. 

fifty-fold the output of an operative. Successive improvements 
on that machine set up strong competition among the leading 
American manufacturers for important patents; and by 1890 
nearly the whole of the trade in cigarettes was in the hands of 
five firms; each of which spent lavishly on advertISements till 
1900, when they amalgamated. The new trust extended its 
operations into other branches of the tobacco business: it 
adopted the ordinary evil devices of bogus independent com-
panies and "fightmg brands"; and by 1910 it had acq1Ured 
four-fifths of the whole tobacco trade, cigars alone excepted. 
Its expenses were relatively low in buying, m advertising and 
in premiums to middlemen; and "its rates of profit were 
ordmarily more than double those of its competitorsl." 

It should be added that the Supreme Court dissolved the 
trust in 1911; and diVlded up its property and business among 
seven "successor" companies. The securities of these com
panies continued to be held chiefly by those who had held the 
secl1rities of the trust; as had happened when the Oil trust was 
dissolved. But the sequel has been diflerent. The successor 
tobacco companies compete with one another in considerable 
measure: and they spend more on advertising in various forms, 
and on other expenses of marketing than the trust needed to 
do. Therefore their net profits are less in ~he aggregate than 

I Reporl o/IM Bureau 0/ OorporatioM Oft 1M tobooca industry, P&rt m, 
1915, p. 3. The lea.dmg firm in the am&lgamatlCn "was valuecl at $250,000 in 
1885. Without other addltlollll than surplus earnmgs . the par value of the 
securitIes to the end of 1908 amounted to nearly $39,000,000; or 156 times the 
capItal value of the busmess m 1885. ••• These enormous profits ••• rest upon the 
monopohstlo advantages obtsmed in this industry through concentration of 
control" (lb. Part II, 1911, P 38). It is well known that the American Tobacco 
Company's inv&Slon of the Bntlsh market led to the ama~amatIon in 1901 of 
thIrteen of the largest Britlah tobacoo busmesses, under the name of "The 
Impenal Tobacco Company"; that the two trusts fought hard for ay ...... , then 
I18.me to • workmg agreement, and finally set up the Bntlah·Amenean Tobacco 
Company to uport to countnea other than Bntsm and Amenea. In 1902 the 
Dntl8h Company had offered large bonuses to dealers who undertook not to sell 
Amerioan goods for a term of years. The Amerloan Company replied by an 
arrangement that all profits on Amenoan sales in Britain, together WIth £200,000 
for each of four years would be chatnbuted to their customers, Without requIrIng 
a boycott of other mfollufacturera (lb. Part I, pp. 169; foIId 469, 470). These 
figures suggest the need that may anse even in BnWu for the authontatIve 
defelUle of mdependent producers agamat monopoJists. . 
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III, VUI, 4. were those of the trust, and from their point of view there is 
grea~ waste. From the pubhc point of view there is some 
waste: but the diversion of profits from the owners of the trust 
to middlemen, is not so much to be regretted as it would be 
in the case of an industry, the leadership of which calls for 
inventive and constructive ability of the highest order in 
almOBt unlimited quantities: on the whole, the dissolution of 
thistrust seems to have been a gain. We now pass to problems 
similar to those raised by Deferred rebates in the shIpping 
industry. 

4. Insistence on e:xclWJive dealing, and otlter tying con
tt'acts, are generally lutrmless on a small seale: but, when 
uscd as aids towards monopoly, tltey may be mischievOWJ. 

The Tobacco Trust at olie time refused to supply any dealer 
who handled competitive goods. Regular dealers seldom saw 
their way to abandon the whole of its products in favour of a 
relatively small producer; even though he offered a few things, 
which had great attractions to consumers and promised high 
rates of profit to dealers. PartIy because rival tobacco could 
be retailed as an adjunct to various businesses, the trust did not 
push this expedient very far: but the International Harvester 
Company even insisted on the dealer's keeping itr stock a .. full 
line" of all the compania machines suitable to his business1• 

Similarly the Electric: Supply Company refused to sell 
those of its products, on which patents still ran, to anyone who 
dld not buy exclusively from it other products, the patents 
on which hEtd expired. Complaints against similar action by 
patentees of machmery for use in the boot and shoe industries 
have been numerous in America~ and more recently in Britain. 

The conditions of BritlSh industries seldom call for strong 
authoritative intervention in such matters: but they have 
attracted much attention in Canada and Australia. Even in 
Britain an Act of 1907 prohibits conditions, which prevent any-

1 See the llepor! 00 it by the Burea.u of Corpora.tions, 1913, pp. 304-10. The 
Econom&8! of 7 September, 1918, reports ,ha.' it h84 recently been dissolved by 
the Supreme Court, on the ground that it was 110 /arge &8 to make the restriction 
of competition d.u:ect and 8ubsts.of.ulJ. Tlus decisIon, bemg independent of &ny 
proof of actual eXBrC18e of the power of restrwtloD, may have far-reachwJ _
sequences. • 
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one, who obtains or leases a patented thing, from using any 1II,vm,5. 

article supplied by a thud person. ThIS law can be enforced 
easlly; though the larger unuertakings involved in the American 
laws of 1914 could not be thoroughly enforced without the aId 
of a strong permanent Bureau or Commission to search out 
the facts needed to decide whether any exclusive, or "tying," 
contract tends "substantially to lessen competition or to create 
a monopoly"; and thus to set out a case on which a lllo~>&ourt 
can pass judgment. For the question at issue is- not whether 
the actions to be restrained are wrong in themselves; but 
whether they are "unfair" methods of competition when used 
by powerful capitalists for the destruction of weaker rivals1• 

Unfair competition in this technical sense is not to be 
classed with criminal practices. But the feverish pursuit of 
wealth may induce men, capable of great work, to drift into 
distinctly criminal courses2• 

5. Difficulties in the wall of forecasting tke future of 
trusts " especially in regard to their irifluence on the stability 
of indtlstry and trade. 

The future of an individual life can be in great measure 
predicted fro~ an observation of its earlier stages; because 
human nature is relatively constant and our knowledge of it 
has been accumulated through many centuries. But the 
future of an economic tendency is more difficult of predlCtion; 
because it will be governed by conditIOns which have not yet 

.1 Speaking genemlly any vessel may steam down a river at such a rate as 
• is convement tc Itself. But if big ships, in competition Wlth smal!.. craft, are, 

oharged With raiSIng a high wash on purpose to injure their riVals, questions are 
luggested, wluch oannot be deCIded Without teChniCal gwdance. 

Attention is called tc the BrItish Aot of 1907 in an excellent compendIUm 
rela.tlllg to Trual law lint.! unfa.r compehtion, publIshed by the Burea.u of 
Gorpora.tl0ns, 1915. 

I The National Cash Register Company, whose technical acluevemente a.re III 

the first rank, haa been conVlcted for mahclOus lIbels in regard tc competitors; 
a.nd for causmg its agents to injure internal parts of rival maclunea when III 

actual use, and simll..,. p~aoticea. In sucb ClUles the Bureau of CorporatIOns bas 
rendored good service in obtammg evidence wluch could not be got WlthOUt 
grea.t expense by the relatively ImpeCUUlOus competitors of the trust. If thw 
trust had believed tha.t those maolunes were not worth the prices oha.rged far 
"'m, it would not have cered to injure them secretlv. Mom details aD th!t 

1'· ... t 11111 be found III S~er'B Pnneoplce of E_~. 
"-'e ... " . 
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m,vm,s. come into sight: certain influences, which are likely to take 
part in governing the future of trusts, may however be observed. 

Note has already been made of the dependence of trusts 
on a supply of business ability of so high and rare an order, 
that very few men of anyone generation, even in America, 
have given evidence of possessing it. There may have been a 
considerable number, who have possessed it, but have not had 
acCe~-:.io positions in which it might be turned to account. 
1;he opportunities for such men are no doubt increasing in 
Bome directions: but in others they are being contracted; and 
the growth of 'trusts is likely to prove hostile to them. The 
momentum of a huge business, imparted to it by men of high 
creative genius, will carry it a considerable way: for routine, 
well set up. and supplemented by technical studies may give 
fairly good results under the guidance of men of high abilIty, 
even if lacking creative genius: and the supply of such men is 
not likely ever to run sbort. But the vaster a business, the 
greater is the danger that it will be dominated by routine when 
the men of energy and genius, who made it, have passed awayl. 

It may indeed be urged that any tendency towards 
quiescence, that may be shown by an old trust. is not without 
compensating advantages from the public point of view; partly 
because it makes in some degree for the stability of industry. 
Again stress is laid on the facts that the recent advances of tech
nique have gone so far as to insure to mankind a mighty com
mand over the forces of Nature, even though technical progress 
should slacken a little: and that progress depends increasingly 
on professional students with eyes turned partly towards con
crete results; as well as on those employed by great businesses to 
work on laboratory lines for the solution of definite practical 
problems. It is argued that enlightened heads of a great trust, 
even if somewhat inert themselves, are likely in the coming 
age to devote corporate funds without stint to such purposes: 
and thus constructive work will proceed. Meanwhile intimate 

1 When a great combination is efleeted "initialsucoeSIJ is due to the abIlity 
',and prestIge of the leaders. As tIme goes on new leaders mllSt be found. Bu' 
nepotIsm 18 bkely to appear in the established management" (TaUBSig, Prinetplu 

• of. Ernnomic8. ch. 63, § 4). Several o~er authontiea have laId stress on A~. 
dangers which old trusts are bkely to run frolll nepotism. 
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comparisons of the work of similar establishments in the same III, vm,5. 

trust will aid the departmental managers, as well as the central 
control, to turn to good account any zeal for progress that 
they may possess; and na;fOnal and international congresses 
of technical experts will tend in the same direction. All this 
may be true: and yet it seems probable that the total con
structive activities of the nation will be neither as vigorous 
nor as freely exercised, as they would have been if nearly 
every establishment, large enough to avail itself of the full 
economies of massive production, had been under independent 
control. 

Again it is true that the economies in marketing, belonging 
to a trust with almost undisputed sway, make net contributions 
to aggregate national wealth; the importance of which is not to 
be entirely ignored, merely on the ground that they fall chiefly 
to the share of those who are already rich. Moreover a trust, 
whose dominion is not threatened, generally promotes steadiness 
both of output and prices, so far as it conveniently can. For 
it is inclined to that policy by the magnitUde of its invest
ments j by the broad interests, which its chief proprietors com
monly have in the stability of general business; and by that 
relative immobility which attaches to its gigantic organization. 
Accordingly no small motive suffices to set it on sudden change: 
and for the same reasons, it is at once more inclined, and more 
able, to oppose any assault on its dominion by violent measures, 
which convulse its own industry and disturb many others: 
though of course, even when the dominlon of a particular trUBt 
is not threatened, command of its securities may be abused in 
a stock-exchange campaign, in which some of its chief pro
prietors hope to gain more- by the furtherance of great strategic 
schemes, than they can lose by a temporary depreciation in the 
value of their holdings of that trust!. 

1 A striking instanoe is tho.t of the Ama\g&mo.ted Copper Compa.ny; which is 
oommonly Co.Ued a trust, though it. had no monopoly. The guarded account 
of it gIven by the Industrial Commission (F.nal Reporl, 1902, pp. 23(}-5), 
contrasts WIth the vehemenlt sts.tements and BuggestIons-collected from news
papers of an earlier dats m Moody's The truth about /lie IruBto (pp. 1-42): and 
WIth the aWl more penetrating and outspoken acoount in T. W. Lawson's 

'-!:..etIZOea F.nance. Even mth the aid of the Federal Trade Commission, a long 
!.. must elapB8 before the bmtory of suoh lcand.o.la lS 1IIlffi00ently oerts.m to 
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There is therefore no reason. lor surprise in the fact that 
several studies of the history of trusts claIm to show that they 
make for increased stability in the general conditions of industry 
and trade. So great have been the changes in the structure 
of industry, and in the control of monopolistic power by State 
agencies,. in the two decades over which the effective history 
of tl'Mts extends, that the past gives but httle guidance even as 
to the near future: but a little may be said about itl .. 

6. A. great part of the railways and the chieJ' manu
/actwring and mining businesses- of A.merica are largel!! 
under the control, for good and evil, of a comparatively 
stl.!-all number of powerful jina!!ciers. ~ 

... _---
The influences of~oekia~torates within the field of 

AmerIcan railways were noted at theerurof Chapter VI. Many 

a.liord the basiS for definite general oonclusions. The Industna.! CommiSSion 
truly sa.id that "when the great supplies of naiure come under the opera.tlOn of 
giga.ntio foroes, in a.da.ptlOg them to the uses of man, the beat good of all 
legltima.te interests requires publicity of resources a.nd methods, a.nd luoh 
Governmental Bupervision a.s may tend to preserve an equilibrium, and prevent 
demol'&hzatlOl1 and dlsaster." It may he a.dded that tho famous French 
"Secretein" attempt to manipulate the prIce of copper, late in last century. 
belongs not to the hIStory of trusts, but to that of giant speculatIOn in organized 
markets: a good account of it is given by M. Jannet, Le capital, Ie 6piculat.on 
et /a fina.nce au XIX Inecie, pp. 32(}-331. 

1 The period investigated by the Industria.l Commissioll, chiefly 1830-1900, 
included some'changes of an almost oonvulS1ve "h&racter: they were connected 
chIefly With the suppres810n o{ pools, of trnsts of the old kmd, and of oontrolling 
comp8.wos; together With the general prommence of 8llDple giant aggregations, 
An mdlrect effect of that prommence wa.s a great mcrea.se m the qaantIty of 
stock.exchange seourities that had a natIOnal, and even an internatIonal market: 
for where a small corporation wa.s absorbed m a great trust, Its property became 
at once part of a concern, whose affall'll were recorded in centra.! price lists. 
:Many of the new trusts had not then "been tested by a period of depressloo 
With the consequent hqwdatloo and reorganizatlon": and "the methods of 
conducting the busmess of mdustnals are more seoret thao those m the manage
ment of raIlroads." Trua rem&rk is taken from a speolal report 00 "secuntl0s 
of industnal combmatlons and ratlroads" under the able dlrection of Prof_ora 
Jenks and Kemmerer (Report 0/ tke Comm.8lnon, vol. xm. p. 1117). It sets out 
8. number of statlstlcaJ. charts representIng stock-exohange lustories of many 
trusts and sevoraJ. raIlroads. The charts support the common OpUllOO that up to 
1900, at all events, trusts exercIsed a dlstmotly dlsturbmg influence on the 
gonera.!oourses of buSlDess. But subsequeot hIStory lends more support to the 
notIOn that, for good and for eVIl, the influence of trusts in the future WIll wako 
fur quieacenoe rather tll&O (or atrctluollS movement. ,~ 
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great organizers of railways have accumulated fortunes, which Tn, VD;I,6. 

have overflowed into the general .funds of the stock-exchange. 
The Standard Oil group controls several banks; and it has a 
dommating influence on many railways and industrial trusts. 
And the great financial houses, WIth that of Morgan at their 
head, hold a very large part of those securities, which carry 
effective voting power over leading railroads, trusts, and other 
large busmesses. Insurance companies, and others, which hold 
securities giving voting power, are used by financial magnates 
to serve the purpose of financial campiugns. A committee of 
the House of Representatives, 1913, found by a majority that in 
effect there existed a "Money Trust"; not indeed consolidated, 
but held together by mutual understandings and communi-
ties of interest. Their conclusion has not met WIth general 
assent: but there is cause for thought in the fact that they 
reached it!. 

This predominance .in American busin~ss of a few BCOreS of 
wealthy men, themselves largely under the influence of a small 
number of powerful indiVIduals or groups, has modified the 
attitude of trusts and other great businesses to one another; 
and has tended on the whole towa.rds increased quiescence and 
serenity in the broad courses of industry and trade. For a 
disturbance in any part of the whole field is likely to injure 
-interests in which Bome of the chief leaders are concerned; and 
such men are often dismclined by age and the multitude of 
their large concerns for entering on arduous canlpaigns. The 
irruption of an ambItious genius of the first order, such as 
Harriman, may disturb the qwet at any time: but the general 
tendency is towards broad pacific understandmgs; similar to 
those of narrower scope, which preceded the pools of earlier 
cimes, and have surVived them. Thus the wastes of furious 
~ompetition, and the strain of anxiety lest some unexpected 
move should largely falsIfy busmess ~pectations, have become 
l~s than formerly. 

l A broad new of the alltances of the ohlef finanOJaI powers In America in 
190418 gIven by Moody, 1.'10& Iruth abo," the Iru8lB, pp. 490-493, and frontispIece. 
The f&llure of the grea.t Intel'lle.\'.lonai Mercantile Manne Company, organlled 
by Mr Plerpont Morgan, ill\l8tratea the nsk that evell a. gre.o.t gemuB ;runa, 
when he makes a large venture in a dUliouit field, of which he):Jaa no intimate 
. ~ledge. 
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III, vm, 6./ This gain has however been purchased ali a heavy price. 
I 'J.'he defences of public interests in America. against monopoly 
1.ave rested, partly on the growing efficiency of authoritative 
regulation, but still more on the growing abundance of free 

. capital. Advocates of the trusts were themselves prominent 
in the ~ontention, that if a conditional monopoly put its prices 
above--the levels at which 8 well equipped independent company 
eouId afford to produce, the capital required for such 8 company 

,would be quickly provided. But the growing harmony among 
the dominating financial interests has raised a fear that the 

~
rlP of monopoly will be tightened steadily, though quietly; 

and that the camaraderie among the great ·financial powers will 
ut effective, but unobtrusive, obstaclE',s in the way of any new 
nterprise that threatens an unwelcome intrusion into the 

dominion of any of the great financial groups. This fear 
has so impressed Congress that the 1914 'Cla~!lt Anti-trust 
Act- includes sayeral. stJ;~rovisions against ulterlocking 
directorates genernJlYi with speclar.rereIence·Ji·~iC?l:"il1i~nces 
amo~~nks, and bet~elL~na-othe~messes. 
£p'erience only can show whether these regulations can be 
made effective without considerable hurt to legitimate interests; 
though it is true that initiation of proceedings under the Act 
will be reserved in the main for Boards, who will bring an ex
ceptional expert knowledge to the matter. They will know 
what not to do, as well as what to do: and they will be able to 
furnish any Court, with which a decision may rest, with technical 
guidance of the highest orderl , 

I Seotion 8 of the Clayton Aot provides (with due notice) that no one sba.!1 
be at the lame time chrector in more than one company (other than Iina.nc1a.l 
or oa.rrymg) whoae tota.! capita.! exceeds a IDlllion dollal'll. It also makes a 
slmuar provIsion as regards banks; but the limit of capita.! is raised from one 
to five million dolla.rsl "trust compamea," whioh accept depOSita of eeountles 
belonging to various concema, and pool the diVidends. so as to reduce the 
nab on partlcwar holdings, are reckoned with banks. Section 10 prohibita 
a camer company from mterlockmg chrectoratea with a.oy blUineaa whose 
annual dealmga With it exceed fifty thousand dollal8. And Section ., providell 
that no corporation engaged in commerce Ihall hold 01' UlI8 stook ot a.oother 
luch oorporatlon in Buch a way 118 "to restrain oommeroe ... or tend to oreate 
a monopoly." Their severa.! ,mea in regard to these regulations are aesigned to 
the Federa.! Trade Commission. the Interstate Commel'C8 Commission. and the 
Federa.J Reserve Board. • ,-

Britain has so far_ped the necessity of maldng provision of a hke elabr~' 
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~ 
It will be noted that these regulations, though contained in III, VUl,6. 

a Anti-trust law, are rcally directed against -tendenCIes, whICh 
tend beyond the sphere of monopohstio aggregations and 

Jpread over a large part of the field of financial and other 
~derstandings and associations. We are thus brought to those 
problems in whioh the chief place belongs to Germany, as that 
of monopolistio aggregations belongs to America. It will be 
found that eaoh of these two apparently diverse sets of problems 
is moving in the direotion of the other. 

The central fact emerging from Amerioan experience is that 
investigations in regard to antisocial polioies of trusts and 
cartels can be efficiently made only by a strong staff of men 
who give their whole time to the work. In such work there is 
but httle use for the special faoulties of the lawyer. He has 
an important role to play; but it oomes at a late stage, and 
consists in seouring that legal rights and equities are duly 
observed. Of oourse the initiative might be taken by individuals 
who oonceive themselves to be aggrieved; but they seldom have 
the time. the faculties or the knowledge required for the work. 
They are apt to lay undue strcss on matters which specially 
concern them, and to pass by the larger issues which are of 
national concern: and they are often afraid to attack powerful 
interests, whose hostility might destroy them. 

lund: but Canada ha.s gone a little way in the same chrectIon. As already ob-
• served (above, pp. 522, 523 fn.) she ha.s arranged that, on the irutIative of any 

lUll: persons, suggesting the eXIStence of a oomblnatlon injurious to the pubho, 
there shall be appomted a Board of InvestIgatIon, COD818Ung of one of the com· 
pIamants, a representatIve of the combmatIon and an independent chairman. 
ThIS 8lD1ple contrivance may be of good servlOe in regard to elementary wfficul
ties. But It alms mamly at finchog a reasonable comprolDlse ill contentions 
between mWVlduals: and would be of but httle use ill the defence of publlo 
mterest agamst powerful assaults by obscure routes, such as those which 
ocoupy the attentlOn of the Federal Commission. In thIs respect, Bntam's 
'mdustrlal problems are more nearly aIun to those of the Umted States than to 
those of Canada. 
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CHAPTER IX 

TRUSTS AND C.A1iTELS: GERMAN EXPERIENCE 

1. Germany's leade1·sMp in the evolution of cartels. 

Mediaeval gilds devoted much of their energies to the 
regulation of production and pricf;s: but for the greater part 
their _9_rjgi.n.-wa8-~ !~t~er than in the st~ategy 
Qr"~~!..~et-place; all.li-the.-samELis.Srunr many modern 
combinations. In a1lOid countries, and especialfY"in Germany, 
p1'Ofessiobaf, trade, and industrial associations found much to do 
in making life more pleasant, and business transactions more 
simple and more genial, before they set themselves elaborately 
to bring competitio~ under the yoke, to regulate it, and to 
diminiah its wastes l • 

It was noted in Book I that, though the industrial civiliza
tion of Germany is of much earlier orIgin than that of England, 
yet several centuries of war and internal discord had stripped 

1 The va.rlOUS stages of this evolution are ;mown in the Ha'NlJnu;1I. del' 
W.rthachaJtsleunde Deutschlanda, edited by Dr Stegemann, 1904, voL IV. pp. 474-
730. The soctlon on Karlelle unll Kontlenhonen 18 part of an exhaustive chapter 
on Organiaahon unll Em,*1I.tungen del' Indw!ne. 

Prof. SchmoUer (VolkBWwl8cha!18leTm,. vol. L p. 449) say. that from 1750 
to 1870 men saw only the bad tide of assOCiatiOns, "which had thew orIgin 
In older techlUoal, 80Clal, and commerCIal conditroos; and lundered rilling talenta 
from bullding new enterpnses on .. larger eca1e and with more complete 
technique." Men qUIckly learnt tha' bueme_ of modern type were bound 
to oenquer: and "the last word of econODlJO WISdom seemed to be that com
petitIon should be developed: and that every combmatlon of trlldere and of 
producers should be restr8JJled or prolubited." But In Germany Blnce 1879 a 
movement set In for the promotioll of gild·l1ke combmatlollS (Innu7l9.werbii'Nlen) 
In provmclal and national affaU'8: and amuIa.r combmations were set up in 
the great mdustrles, With local and central organizations With their "general 
secretaries; cluef offices; Bpec1lll newspapers. tendmg to induence the prese, 
Chambers of Commerce, Parlie.menta and Governmenta; /Uld greet pubho 
meetlngs."--
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her bare of capital and enterprise: so that the impact of English III, IX, 1 

methods in the mIddle of last century gave her a shock com-
parable to that of a new country, which is being suddenly 
developed by immigrants from a leadmg centre of industry. 
But in the first half of that century her universitIes had 
developed a supply of mental motor force, which enabled het 
to turn the lessons of her teacher to a new account, and thus 
fitted her people for a new type of leadership. Hardship had 
prepared them to work steadfastly for relatlvely.low earnings: 
i and disCIpline, both military and bureaucratic, had inclmed them 
to rate the advantages of a secure salary very high, and to rate 
rather low those of opportunities for independent enterprise of 
a somewhat hazardous nature; while the tedIUm of long meetings 
for the diSCUSSIOn of other people's affairs is less burdensome to 
them than to the impatient Anglo-Saxon. 

Above all, their busmess men of various grades work longer 
\hours than are usual in Britain. Many of them take a long 
break in the middle of the day; and then work on till eight in 
the evening with more fully renewed vigour than is generally 
to be got by the short break, common in Britain. Their plan 
has many disadvantages especially in regard to the amenities of 
famIly life: but it contnbutes to the force of assiduity. 

Endowed with these qualIties, they have developed large 
organization with such a perfection of detail and so logical a 

'conSIstency, that the record of German cartels will make a 
classlCal chapter in economic history; even though they may fall 
to attain their chief objects, and may give place to an ordered 
system of aggregations similar to that which is being evolved 
in America: a result which is perhaps not improbable. 

In this, as in other matters, national character and national 
institutions have acted and reacted on each other. American 
impatience of routine (abetted indeed by the jealousy with 
which individual States regarded Federal intrusion in their 
affairs) had caused American Company Laws to be inefficient 
and chaotic: and some troubles which have led up to the 
stringent American actIOn against the abuses of trusts, would 
have been stopped by the Company Law of Britain. The yet 
more stringent German Company Law gave some feeling of 
security IUDld the tumultuous movements of cartels and giant 

II LT. 18 
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JII, IX, 1, businesses: it has not been fully justified by events; but it has 
promoted the evolution of German businellB on lines congenial to 
the temper of her people. 

The steadiastneas, patience, and amenity to discipline of 
the Germans inclmed them to seek the sheltered haven of a 
cartel, in spite of the partial loss of freedom, and the troublesome 
neg~iations involved in it: but they might not have rushed 

'qUlckly to that haven, if the methods and circumstances of 
industry had continued to move with 8S slow and measured 
steps, as they had done during the first haU, and even the 
third quarter of last century. The sudden uprising of German 
business from relative quiescence to the strenuous activity, which 
had belonged chiefly to English-speaking peoples, introduced a 
new sense of insecurity: and that in turn enhanced-tha.channs 
of a promise of e!e!!. partial shelter from the turmoil!. 
-ThesCa1eaf operaitioriSrapidlY increased. But every new 
expansiouof cartel actiij,ty opened out new difficulties and new 
troubles. Some interests were advanced, and some depressed, 
by every large development: and the stronger the cartels be
came, the louder and more eager were the complaints of those 
who were injured by them, or even feared that they might be 
injured. So, early in this century, the German Government 
took the matter in hand: and in 1903 an official debate was 
commenced, which is sometimes described as the Kartellen
Enquete. It was organized by the Ministry of the Interior; 
whIch sent to each debate representatives of its own: and invited 
some representatives of the cartel or cartels, whose conduct was 
chiefly under discussion, and of businesses that were specially 
affected by it. It invited also several leading economists, who 
ad. dressed themselves, for the greater part, to questions con
nected with the interests of the working claases and the public 
generally. 

1 Consul-General Oppenheimel' of Fr&nkfort, subsequently British Com
mercial Atta.oh6 at Berlm, has eent a eenea of reports on German conwtlons 
which are speCIally instructive to the econorniat. He 8&ya (Reporl fol' 190-&, 
p. 64) that it "has been officially recognized m the PrU881&n Diet that com
mercial oomhm&tions h&d become an econonuCl nemwllty 01 .self-defence, 
because mdustry was being ruined by its own 8J:aggerated oornpebbon: for 
WIth the keenness of • oompar&tlvely young industry, orders, even If praotl. 
caUy unprofita.ble, were accepted All over GennaDY to awell the figures of !.he 
turnover of the mwvldual firrn." 



GERMANY'S LEADERSHIP IN THE EVOLUTION OF CARTELS 54 7 

The debates seem to have been organized with remark- III, IX, 2-
able ablhty, and they brought out a good deal of useful in
formation: but they are not comparable in effiCiency With the 
prolonged, systematic study by trained experts, armed With 
compulsory powers of interrogation and inspection of docu-
ments, which has brought to light many of the secret policies 
of American trusts. No one gave any mformation which he 
desired to Withhold: not all, that was given in debate, was 
published: the debates were inconclusive; and they ceased 
abruptlyl. 

2. Oartels, whose scope is limited to the 1'eguiation of 
prices in regard to standardized products. 

,fore passing to the more complex policies of cartels which 
aspue to regulat.e productlOn as a means towards influencing 
prices, a little may be .said of those understandings and com
binations among traders, which are confined to the direct 
regulation of prices: the simplest instances of these are in retail 
trade. A giant business often enforces a fixed schedule of prices 
for its goods on wholtlsale dealers; and mdlrectly, if not dlrectly, 
on retaIl dealers. Or the initiative against the retail sale of 
such goods at a low rate of profit may come from the retailers. 
They in effect {arm themselves into a cartel, and will buy only 
of such producers as will not allow thelr goods to be sold retail 
below the price fixed by the cartel. This practice if pursued 
in moderatlOn is capable of defence; as has been indlrectly 
suggested above: but when carried to excess it may overload II 

1 Tho offioial report of them is published under the tltle Konlraa.lctorl8che 
Verhandlungen tiber Deutsche Kartelle. A bl'lei abstract of such parts of them 
as relate to export bounties by oartels is given m the so-called "l1ucal Blue 
Books" of 1903-4; [Cd.. 1761] and [Cd.. 2337]. 

When the debates opened, the ohIef expert representatlve of the Mlrustry of 
the Interior was Dr Villoker: a man of great ab1.bty and so muoh speclo.1 know
ledge, that the oartels seem to have regarded hIm as properly belongmg to them. 
In the uuddle of the great debate on steel oartels, whIch forms the oentre of the 
whole chscussion. he changed mdee. In the first half of that debate he appears 
as the representatlve of the Government; but in the second he appears AS 

dll'eotor of the IIllghty Steel-works-omon (Slahlw ... lca1. ... ba1td); a.nd a httle later 
he gave a tart reply to Professor Wagner's suggestion that It might p088lbly 
be neoessary to "apply a certain oompuls1on to speak ()ut, as m England" 
(Kolllraa,ktonllChe Yerhandlvngen, voL IV. pp. 202-4). 
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ur,I;J;,II. retail trade with more retail stores than can earn good pronts 
on each turnover. since that has been brought low l • 

It were useless to try to regulate permanently the prices of 
harvest products, such as whcat or cotton: for Nature will have 
her own way as to the chief movements of such prices. It is 
true that combined action by farmers in keeping back grain 
aft~t. harvest may affect prices a little; and such movements 
may conceivably become rather more important in the future. 
Again, a temporary artificial rise_may be effected by powerful 
speculators: but, as we saw (above, II, v), they are almost sure 
to lose in the long run; unless the rise is based on exceptional 
information as to harvests, etc. and merely anticipates a rise 
whICh would have come to pass a httle later without their 

~
orts. Speaking generally, far-reaching regulative combina

ions are confined to things, the production of which is mainly 
the hands of capitalist undertakers, and is not violently 

. turbcd by the caprice of Nature. . . 
And there is a further limitation of the scope of regulative 

associations. The things, of which the prices are to be regulatea. 
must be defined. This is generally done by the use of technical 
trade terms: but at the back of these there is an implicit 
reference list to some standardization by mechanical, chemical, 
or other tests. The pricea definitely agreed on from time to 
time may refer primarily to certain prominent varieties, leaving 
tIle prices of other varieties of the same kind to be deduced from 
these standard vrices by adding or subtractwg a given percentages. 

, See above, pp. 280 and 800. 
I As Prof. Drentano says: .. Cartels can exist only in branchea of produotaon 

which supply great qllantataea of gooda of filled types; ru, quae pondere, numero, 
• mensurtf C01I8.81'11"" (Sud<kul8cha MonalRhaJte, Aprll, 1904, p. 259). 

It may however be &rr&J1ged that gooda bearmg certain branda In great repute 
shall be prlced somewhat lug her than others: or agam t.ha.t gooda, which are 
nommally of the standard cl&ss. but are in fact lese desirable, should be priced 
rather low. For lDstanoe, it is powble to agree as to the muumum Iimt olaaa 
cabin fares between two porte, for ships offermg the average of persona.! comfort 
and speed of journey l IUId to allow 8pecla.lly slow lmea to carry nommally firat 
clalll passengers at lower fares. Aga.l.n, oomplex prlce-liste can be fixed {or 
dlllerent vanetaes of.teel gudera and Iron pipell. The Westphaban Coal Synchcate 
publlshes price.hate for several aorta and quahtaea of coal; and, in spite of tWa 
classification, purchaser1l show preferences for pamoular lIllllea, in whloh they 
beheve that the general rules &a to unUorl.ll1ty of size and freedom from dln are 
carefully observed. 
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It is almost impossible to arrange a uniform price-list for III, IX, 2. 

carpets or curtain stuffs into which wool of different qualIties, 
cotton, jute, and other materials are worked in varying pro
portions and with incessant changes in fabric as well as in 
pattern. There is no room for cartellization of such things as 
biscuits, or ladies' hats, in which versatility is demanded as 
well as high quality. 

Of course nearly all standardized commodities are raw 
materials or ball-finished products, or implements, suitable for 
purchase by people who look to make a profit by turning them 
to account in their own business; and who therefore are likely 
to .meet the danger of oppressive action on the part of a com
bination, in control of things which they need to buy, by a 
counter-federation of their own. That is apt in its turn to 
stimulate the growth of similar federations on the part of traders 
or producers who need to buy some'of their products; and so on 
till the end of the chain that stretches upward to the ultimate 
consumer, and downward to the producer of raw material: the 
chain reaches far in the steel industries1• 

The conditIOns, which favour standardization, are nearly the 
same as those, which increase the violence of unregulated com
petition, and thus supply a strong motive force in favour of 

. regulation: for they involve generally the use of elaborate and 
expensive plants and therefore heavy fixed expenses, and 
therefore a great divergence between total cost of production 
and prime cost. When theBe conditlOns are present, some self
WIlled producers and reckless weak producers are tempted to 
pour their goods on the market, even when it will absorb no 
more except at a very low price. This fact increases at once 
the difficulties of price regulation ~y cartels and the de3ire of 
many producers for it. 

I According to an official return (see Riesser, The (If'eal German Bank., p. 160), 
there were in 1905 about 385 domestlo cartels, distnbuted thus: coa.119; Iron 62; 
other meta.1s 11; chemlCaTa 46; textiles 31; bncks 132; earth and stone 25; 
food 17; the rest being scattered: about 12,000 works partlclpated chrectly In 

these concerns. It is obVIOUS that the number of cartels m an industry IS not. 
a. measure of tho tota.1 strength of the cartel movement· the bnck.makmg 
industry for instance owes its large number ma..nly to the fact that the mterest 
of each of them extends only over a sma.ll &reG. The number of cartels seems 
to have inorea.sed in the folloWIng decade. 
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I1I,lx,lI. Some of the most important cartels have indeed b«:en in 
. ~ral industries: for uuneral products are, as a rulel easily 
~tandardized; and combination is generally easy, because large 

capital is needed for each mine, and the number of firms which 
must be brought together in order to make an effective combi
nation is not very great!. 

Experience shows that whenever discipline has to be called 
to-1;he aid or honourable understanding at all, it must be 
thorough. For its task is difficult. The more successful a 
cartel is in obtaining better prices for the producer than be 
could get without it, the stronger is the inducement to outsiders 
to force their way into its market; and the stronger is the 
temptation to its members to evade their agreement, and 
attract more than their share of the custom by indirect con
cessions·. 

I This rule is subjeot to Bome important exception.. When a new minmg 
industry gro1VB up spontaneously and Wltbout the aid of imported capital, 
shaUow veins alone are worked; shafts are inexpensive, and there 18 no great 
economy in large produotlOn. But, wben the sbafts become deep, only large 
mmes can give a good return. Further, when it becomes clear to the capltahst 
mmeowners of a great industnal dIstrict that new and more dIstant mines mUlt 
be opened up, they take time by tbe forelook and buy large areaB of mineral 
property while land is still to be bad cheaply. Thul the approacblDg exhaustIOn 
of the coal in the Ruhr basin has set wealthy Iron masters to develop the basin 
of tbe Lippe: and tbis migration of coa.l mlDmg has added another to the ma.ny 
ca.uses that are putting the heavy iron induBtnes of Germany under the control 
of a few grea.t caplta.hsts. 

• The Outsiders get the bene6t of high prices fixed by the cartel. making 
UBe perhaps of Bome of tbe workers whom members of the cartel ha.ve heen 
forced to dIscha.rge: and therefore the cartel has seldom muoh chance of BUO
celS unley it controle from sixty to nmety per cent. of the produotion in Its 
district. The devices, by which a member of the assoCIation oan evade a mere 
rule as to prices, are numerous. Perhaps he takes a receipt for the full offiCial 
price, though 1D fa.ct he has accepted a lower one. Or he bills the goods as 
bemg of a lower quahty or less 1D quantity than they really are: or. which 
IS much the same thing, he makes no charge at all for corUm consignments; or 
he renders extra servIces Without being pwd for them: or he givee long orewt, 
and that to customers whose posluon is dubious. Rumour is sure to assert that 
such thmgs are done, whether they are or not: and the rumour often bnngs 
about its own a.coomphshment. A pushing buyer plays 011 one seller against 
another, hinting to ea.ch that others are not strictly true to the agreement. 
For 1DsUnoe a busmess, wruoh had sent a great deal of freight by each of two 
American rallroa.ds, has been known suddenly to give all to one of them, in 
order to make the other believe that it has just secured secret rebates from the 
('harges agreed upon between the two hnes, though in faot it has received none. 
Thus It obtained rebates from the seoond Une, which thought itseU betrayed. 
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w.e may pass by simple agreements as to division of terri- III, 0:, 2. 

tory, for they presuppose considerable monopolistic power; and 
though they have had some success in transport industries and 
a few others, their problems are not germane to this chapterl. 

I /1 An effective lastmg control of price at an unnatural level does 
j~{not seem to have been ever obtained by a cartel or other federa
, tlOn, unless provision has been made for determining how much 

I of the products, in which all are interested, shall be put on the 
" market at any time; and how much of this total shall be allotted 
'to each member of the combination as his quota. 

This provision has been developed with many varieties of 
detail. In some cases each member is allowed to exceed his 
quota on paying a proportionate fine to the common fund. He 
is generally allowed to produce as much as he likes, in addition 
to his quota, for sale in foreign countries; and in some cases 
in such home markets as are beyond the range of the combina
tion. Such an agreement is more difficult to make than one 
with regard to prices; but provided it embraces most of the 
conyenient sources of supply, it is rather more stable; because 
it does not offer so large scope for evasions. Its advantages are 
~o great, that it is becoming the dominant form of industrial 

federatIOn in Germany: though time has revealed weak points 
in It; some of the most important of them being such as were 
not foreseen. and perhaps could not easily have been foreseen. 
It was brought far tow~ent maste;:!Yl.JlO!!ition by the 
WestPhalian coke cartEll; but a goou tleaI remained to be done 
by the -greatWes~lian coal cartel, which speedily adopted 
afi(~ improved it, thus becoming what is technically called ~ 
" dicate." We may trace the orderly evolution of the 

hods or German cartels by reference to this leadmg cartel, 
and some of its chief followers. 

I Each producer is likely to consider his legitimate sphere of inflllPnce to he 
very extensive: and he can often trespass on hiS neighbours' spheres by mdlrect 
means. Agam, extornal competition causes trouble: the mterest, that each 
man has in meetmg It, 'Vanes WIth the locality In whloh It chiefly appears; and 
there are heartburnmgs, whether the expense of the battle is left to those who 
are more Immediately interested, or IS borne by a oommon fund. 

International agreements for the diVISion of the markets of the world among 
the producers of different countries have had some 8uocess, espeCially In regard 
to steel ralls; they presuppose the eXlstenoe of strong national assOCiations 
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Ill, lX, 3. 3. The Westphalian coal cartel, or Syndicate, affords 
the leading instance of an organized control of the output 
and marketing, as well as of the prices, of the products of a 
great industrtJ. Its policy has contributed to the growth of 
"mixed" coal Dlnd steel compDlnies at the expense of "pure .. 
coal mines and steel works. 

-~be Westphalian coal cartel is the most powerful in the 
world: (the next in power to it is the Steel-works cartel; 
"hich is its chief ally and has an even 1arger range of influence, 
but is noil so firmly knit, as we shall sce). It has always been 
considered to be "good" in the spccial sense that it strives 
strenuously to avoid violent fluctuations of prices; and does 
not sacrifice this aim to that of raising them high above cost 
of production. Its organization is skilful. Supreme power rests 
\'lith the general assembly of its members, with voting powers 
roughly proportional to their output. The general assembly 
keeps matters of principle in its own hands: but it delegates 
the arrangements of details to an Advisory Council and an 
Executive Committee: and it arranges that the majority of the 
members of the sub-committees, who decide thorny questions 
connected with the distribution of quotas, shall not be members 
of its own body. It may be well to describe its working in 
general terms, since its leadership has been followed so far as 
practicable by other cartels, which have set up Syndicates. It 
will be best to refer to them here as Syndicates. . 

Every purchaser must apply to the Bureau of the Syndicate. 
In some cases he may specify the producer, or "brand," which 
he prefers; and that producer is directed to forward the goods 
to him, payment being received by the Bureau. But, as a rule 
the source of supply is selected by the Bureau; which takes 
account of the suitability of each firm for an order, of the extent 
to which its quota is still not filled up, and of its geographical 
position relatively to the purchaser. This plan 'Secures a little 
technical economy. and great economy in advertising and hunt
ing for orders, and in transport. It enables the Syndicate to 
keep 8 control over the output and the marketing, so thorough 
8S often to constitute a local monopoly: for it is able to inflIct 
serious losses on any outsider that ventures into its domain. 
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'I'he Bureau can sell cheaply where it thinks fit; for the firm In, n, 3. 

which fills up any particuIat order has no more interest in the' 
price than any other member: the whole receIpts of the SyndI-
cate, after deducting outlay for strategic and administratIve 
purposes, are divided among the members in proportion to their 
authorized production. Thus each firm retains for itself the 
gains arising from the economy and efficiency of its manage-
ment, except as regards marketingl • 

If the concentration of marketing could be attained by 
methods that are free from cumbrous negotiations and effort, 
it would be a great social gain: for marketmg is not wholly 
constructive work; and, the less energy is devoted to it, the 
better for general well-being. But the machinery of a Syndicate 
is complex: and it is said that a producer, who desires to be re
lieved of the main burden of marketing, can often get it done 
more cheaply by dealers than by a SyndIcate; ati all events 
if account is taken of the indirect hindrances which Syndicate 
dealings involve. Also, - those things, which a Syndicate can 
market, are necessarily such as are in large demand a,nd to, 
Bome extent standardized; and therefore they are rather eaSIly 
marketed. But, after all deductions under these heads have 
been made, something must be set to the credit of cartels, on 
account of their elimination of wastes in the competition 
between goods of somewhat similar character, which the 
purchaser cannot judge at sight: the wastes in the marketing 
of coal for domestic use in England are deplorable. A much 
larger deduction must be made on account of the te.ndency, 
inherent in human nature, to apply to antisocial uses any 
power of control, whether monopolistic or not, that had been 
acquired mainly for worthy purposesll• 

1 For detaIls, see Walker, Oombinatw1I8 in 1M German Ooal Ind1U1trg, Part m. 
Db. I. 

I Leavmg larger matters for later dlSCUSSlon, instances may be given of small 
tyramues. A Slte near coal mmes (A) had been cbosen for the orecbon of 
11'On works (B): the supply of good coal at rather low pnce. OD which relJanoo 
had been made, contmued till A Joined the coal Synwcatel after wInch B was 
8upphed by the Synwcate Wlth mfenor ooals at a hlgher price. Somewhat 
later tbe manager of B vwted some Belgian works, and found that they were 
bemg eupphed by the Synwcate With coals taken frolll A. and dehvered at a 
pnoe 10 much below the ourrent German price. that the Belglan works gamed 

18-5 
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ut, IX, 3. The coal cartel originally befriended steel works which had 
no coal of their own: for it compelled "mixed" steel works, 
as a condition of membership, to account to it for all the coal 
which they brought away from their mines: coal consumed in 
working the mines themselves is alwajs exempt. This meant 
that such mixed works paid a full share of the expenses of the 
Syndicate on the coal used in their steel works: so tha.t the 
steel works, which had no coal mines, obtained their coal about 
as cheaply as the mixed works did. But the mixed works 
rebelled: membership of the coal cartel was of little use to 
them because they seldom wanted to sell their coal: so they 
preferred to become, or remain, independent. After a time some 
of them began to sell coal in considerable quantities, especially 
when the steel trade was rather dull: and the technical advances, 
which enabled waste gases of blasting furnaces to be used for 
the whole of the operations of complex iron works, tended to 
increase the coal which mixed works could advantageously put 
on the market. 

This l'esult went so far towards defeating' the chief purpose 
of the Syndicate, that it invited back the mixed works by allow
ing them the same privileges in regard to their own coal, when 
used in their steel works, as had always been allowed on that 
used in working the coal mines. This action of the Syndicate 
put the pure coal mines and the pure steel works at a disad
vantage, in spite of their greater care in the management of 
details, relatively to the mixed works. So, instead of thwarting 
the cartel, the mixed works set themselves to dominate it and 
use it for their own purposes. They used the heat and power, 
derived from their waste gases, for making heavy products; some 
of whieh were sold ready for use. Others were Bold to higher 
stage steel works at lower prices than those works could make 
them, after paying for the coal needed in making them; and 
a few were worked up on their own premises into tine finished 
products. 

by sellmg to Fra.nce the coal which it drew from its own coal mines and using 
only that from A. (Oppenheimer's Reporl for 1905, p. 33.) 

Early in 1907 the Synrucate prepared itself to dehver brown coal briquettes: 
o.nd then prohlblted any of its customer. from buying IlUch briquettes from any 
other source under penalty of 50 pf. per ~ on all supphes of coal, coke, and bn
quettes drawn from It. (Oppenheimer's Repurl for 1906, pubhshed m 1907, p.1i1.~ 
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It is true that similar changes were taking place on a III, IX, s. 
vast scale in America, which was of about an equal age in this 
respect with Germany; and, on a smaller scale, in Britain. 
But the exceptional rapidity, with which the older and weaker 
firms were supplanted in Germany by giants, was in great 
measure due to the influence of the coal and other cartels. For 
the mixed businesses, growing fast, and aiming at yet faster 
growth, were prepared to pay relatively high prices in order to 
secure increased "participations," or "quotas," from each cartel, 
with which' they were. connected, when a new.division was 
arranged; so they bought up coal mines wherever possible; 
especially such as were already members of the Syndicate, in 
order to annex their participations!. 

Thus an artlficial stimulus was given to that flow of capital 
into the steel industry which would in any case have resulted 
from the notoriety of the power- of its newly acquired technique. 
Ambitious men did not wait for the gradual expansion of 
demand that was to be expected kom improved conditions; but 
enlarged theIr plant quickly in order to be able to claim larger 
quotas later on. Meanwhile the "pure" coal mines found that, 
though the market for coal was expanding fast, and the cartel 
was rapidly extending its sales, they were prevented from 
producing any more than before; because of the rapid increase 
in the quotas assIgned to giant mixed works. That increase 
went so far, that the cartel was compelled to force largely 
increased sales abroad, at prices below those at which it entered 
the coal in its own accounts; thus causing a deficit in the 
accounts, which had to be covered by what was in effect a levy 
on all the works, including those whose output was thus forcibly 
restricted. 

Henceforward the centre of interest passes from the coal 
cartel to steel c~rtels. But the coal cartel !ras a solid position; 
and it may possibly continue to have great power of a character 
similar to that which it has now, when the problems of steel 

I Theil' right to do this was sustained by the law courts: though the c&rtel 
had denied It. Each member of the ca.rtel used to be allowed to increase hiS 
partiCIpation by 1000 tons for each additIOnal shaft sunk: but m 1904 that 
pnvuege was Withdrawn: 80 recourse was had to huymg mmea that were 
weakly held. 
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UJ, lX, '- cartels, which have been changing rapidly during recent years, 
may perhaps be very different from those of to-day: for its 
dominion over a large area is secured by the heavy cost of 
bringing coal from a dlStance. But an extreme use of its partial 
monopolistic power would lead to increased encroachments on 
its province by brown coal, the uses of which have made recent 
technical progress; by coal from other German sources; and, 
near the Rhine, Elbe and Weser, and the shores of the Baltic and 
North Sea, by British coat Also the State owns the railways, 
whose services are essential to the Syndicate; and as they are 
also chief purchaser~ of its products, the State has exercised a 
considerable influence over its policy. Thus the cartel, in spite 
of its strength, has not had much opportunity for ofience: and 
it has not desired to offend. 

4. Oauses that specially favoured the advance of giant 
businesses in German steel indu.!Jries: phase8 of tMir 
ca1·tellization. 

Thir~y years ago Germany's output of steel was not very 
great; but now it exceeds that of Britain in about the same 
ratio as her population does; though in a considerably less ratio 
than does her area, and consequently than the demand for it 
by her railways, bridges, etc. This advance has been sometunes 
attnbuted in large measure to the beneficial influences of her 
cartels and her trade policy. It is in fact less than it seems at 
first sight. For. speaking generally, her exports of steel products 
are of much lower value per ton than those of Britain; a notable 
exception being in her exports of eleotrical plant. Her exports 
of steel manufactures are much less per head of the population 
than are those of Britain: and Britain's imports of machinery 
come mainly not from her but from America1• But such as it 
is the advance seems to be amply explained by four well-known 

I Ships, among the highest grade produots, are not counted in noh statistics. 
Britain is the ohief produoe.r and the ohief exportel" of them. Getmany imporie 
more than thl"ee times as much of them as ahe exporie: though her exporie of 
steel mclude some sent by her to Holland to bUIld vessele for Ge.-m&ll use. 
Those who advocate the Gennanizatioll of Bntain'. economic poheiee. habitual1y 
OIlllt BJ:J.tam's sales of slups; they compare the export. of the two countries 
a.s D.ggregn.tea, and not per head of the population; and JIle&8U1'1 steel exporie by 
weight and not by value; and thus obtam three illusol'1 advantages in argu
ment. 
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causes. The· first is that luperiority of German educational III, IX, 4 

methods oyer British as a preparation for the work df modern 
business, of which much has already been said. The second is 
the fa.s:t that, while BritIsh supplIes of ore have been rapidly 
dwindlIDg and becoming more dIfficult of access, Germany ob-
tamed ever easier access to rich stores of iron. ore in Lorraine, 
Luxemburg, and the adjacent territory of Francel , The third 
is that these ores, though not well adapted to older methods 
of steel production, are eminently adapted to methods invented 
by the Englishman, Thomas. The abundant phosphorus in 
these ores, is now turned to account in the production of heat, 
and of power which is available for the purposes not only of 
smelting works themselves, but of any roIllDg mIlls and -other 
II higher stage" steel works that are associated with them. 

The direct effect of this economy in promoting the expan
sion of German steel industries has been generally recogmlled: 
but insufficient attention has been given to its mdIrect effect 
in accelerating the suppression of obsolete plants: and thIS is 
the fourth cause. The proportion of up-to-date to antiquated 
plants is always greatest in an energetic and rich countr.}:':. 
which has but recently found its way to utilize large natural 
resources, Many of the British steel plants which were at 
work before the German steel industry became prominent, 
were in the hands of men who had inherited the material, but 
not the intellectual resources of those who had set them up: 
and family traditions hindered the infusion of energetic new 
blood. 

In Germany, on the other hand, the control of steel 
businesses, partly because they were new, was mainly in the 
hands of men, who had been nurtured in frugal habits, and 
expected to work for eight or ten hours a day, and for three 
hundred days in the year, very much as had those who created 
the British steel industry two generations earher. And the 
direction of new supplies was in the hands of energetic financiers, 
some of whom were eminently endowed with the high Semitic 
faculty of going straight to the roots of large business problems. 

1 Of the iron ore produotion of the German ZollvereIn m 1911 nearly 
18 mullon came from AIsacl! LOrrame, and 6 nu1JI01l from Luxembutg; but 
only 0 milllon from Old German,r. 
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The German banks have surpassed even those of America in 
the promptitude and energy with which they faced the risks of 
turning a large flow of capital into an enterprise, before men 
of less keen intellect had discovered that it is one of tb,ose to 
which the future belongs. The infiuenc" of the banks, acting 
partly in concert with cartels, has favoured giant businesses in 
the steel industry: and the supersession of small businesses by 
large- has brought more economy and less indirect harm in 
the heavy steel industry than in any other, except that of 
transport. 

We have seen how the coal cartel ultimately became the 
ally, or rather the servant of the strong; though its policy was 
always moderate and free from harshness: but the first great 
cartel in the steel industry, that for heavy "half finished" 
products-the Hal1;zeug-Verband--showed little mercy to pure 
rollmg miIIs and other works that needed those products: and 
the "higher" cartels, which these miIIs formed among them
selves, w&e even harsher in their treatment of makers of the 
still lighter steel goods who bought their products. In each 
stage of production men rejoiced that a cartel helped them to 
raise their prices against the home consumer, but each group 
craved a freer market in which to buy its material. The smelting 
furnaces could buy nearly everything that they needed, except 
coal, without any artificial rise in its price; and could sell at 
prices raised both by protective taxes and cartel manipulation. 
But other works, confined to a single stage or perhaps to two 
or three, had to strive on the one hand, to prevent tarif and 
cartel from pressing heavily against ~hem when buying; and 
on the other, to get as much help as possible from tarif and 
cartel in t'heir endeavour to sell at good prices in the home 
market. Complaints that the export prices of rails, girders etc. 
were lower than prices cha.rged at home for the blocks from which 
they were made, were among the causes which prompted 
Professor Wagner in the official debate on cartels to suggest 
~hat "if the whole industry is gripped by cartels, trusts and 

(giant businesses, then "arises the tinal claim that the whole 
be nationalized!." 

1 Kontrad.kton8CM Yerhandlungen, voL m. p. 425. Wagner imphed that 
tills oonchtloll was already reached ill Amenoa: but, aa baa bee.u noted abov., 
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It is admitted that German financiers are prompt to support III, "", 5. 

industries that have great capacity for profitable development; 
and that this enrichment of the wealthy enables them to offer 
better employment to industrial and domestic workers than 
they otherwise could: but the chief advantages of German 
methods can be obtained without losing those of British methods. 

5. The Steelworks Union is a "general" cartel, designed 
to harmonize the interests of the varimls stages of the steel 
industry, in regard to production and marketing, and to the 
bounty con/erred by the Protective tarif. 

It is obvious that there are many secondary functions of 
cartels (such as the promotion of technical studies, the Ol:gani
zation of appropriate informatIOn as to distant markets, the 
collecting of debts under certain conditions) which can be more 
economically, if not more efficiently performed by a single 
powerful cartel representing many branches of a great industry, 
than by several cartels, each working for only one branch. 
But at present we are concerned chiefly with the two dominant 
aims of a gartel-that of maintaining prices at fully remunera
tive levels; and that of mitigating the sharpness of price-fluctu
ations in regard to the particular products for which the cartel 
is responsible. We have now to consider the difficulties which 
arise in the relations between a cartel in a single stage of an 
industry, and cartels or individual producers in other stages. 
Suppose that the price of a finished product is falling rapidly 

Congresa ill caring for the intereste of .small men: &nd practioes m&king for 
monopoly, wluch are oommon m Germany, are forbidden in America. Two 
days were given to the H&lbzeug-Verband; and one day W&8 occupied by a 
bitter controversy between the manufacturers of W1l'EI nalls and the cartel, 
which 8upphed the rode used in ma.kmg them. Consul Oppenheimer (Report 
for 1902, pp 26-7) says that the cartel of W1r8 nall manufacturers made in 
8lX months a profit of £60,000 in the home market, and suffered a loss of 
£43,000 in the formgn market; and It W&8 strengthened In this oppression- of 
the home consumer by an agreement With the Wire rod cartel to supply no 
maten&l to a manufaoturer of taolts who we! not belong to hls own cartel 
Cartels fight c&rtels: but they oan make common cause ag&Ulllt the helplesa 
home consumer. 

As to the export prices of girders ete. in comparison with the home pnces of 
the blocks from whlch they were made, see Heymann, DIS ge17&llChten Werke 1m 

Deutac1ien Gro8881,enIMualTie, 190*. p. 215. 
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III, IX, 5. through the action of general causes, over which local cartels 
have little control: then a cartel, which hinders the fall in prices 
tlf any raw or half-finished material needed for that product, 
increases thereby the loss, which the fall of the price of the 
finished product inflicts on i.ts producerlf. Therefore this action 
of a cartel in anyone stage of 8 large industry tends to be 
injurious to prodlicers in later, or so-called "higher" stages: and 
the-eonflict between them commonly results in the formation of 
cartels in those higher stages. The stronger position in such a 
eon1lict is occasionally that of the higher stage cartel: but if, as 
often happens, the lower stage cartel controls some material 
whose sources of supply are limited, it is the master. Innumer
able .conflicts of this kind have been waged in Germany and 
elsewhere, without seeming to point to any general conclusion. 

But in recent years Nature, in association with human 
counsels, has gone a long way towards two kindred and yet 
partially opposed solutions of the difficulty in those industries in 
which the trouble was greatest.~first remedy is a breaking 
away fro~~infiuenc!t by pow~s: they find 
their advantage in working thro~g~ several stages. of a great 
,~, so th~~ch ~t':p~rj;Illent, of a large business gets its 
. material from a 10'Y~tage department of the same business, 
witnolit any'~al interference as to the price at wruch tho 
~aterial is ent~red: these hugo "mixed" businesses tend to 
ignore and frustrate the efforts of single stage cartels. 

A Ilecoll'd...r~ in the fOfm of a "general" cartel, which 
shouthmbrac lasses of steel works except ilie"Very finest, 
ll.ad long been discussed as the ideal solution. The difficulties 

i n} its way were very great. PeJ:haps no combination of patience 
-and organizing genius less than that of Germany could have 
overcome them even partially: but the need was pressing in 

r order to allay home discords: and Germany was characteristic
: ally eager to organize a military array that might speak in the 
gate on even terms with the United States Steel Corporation. 

I So, a scheme was ultimately developed, which went far towards 
realizing this ideal aim. It was found impossible to control 
under a single rule the higher, finer and more various stages 
of the hidustry. But nearly all the "heavy" .teel works of 
Western Germany came together in 1901 to fonn a "Steelworks 
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Union," which should completely control the output and market- III, IX, 5. 

ing of their simplest ("A") heavy steel products; and should 
control the output of those Dext in order (the "B" products)l, 

Such a federation haa advantages over a trust, in that it 
leaves freedom of internal admirustrati(,D to the indIvidual 
works: but it is less efficient technically. For as Herr Jutzi 
says, a trust "can arrange division of labour in every detail: it 
can dIminish or estop one establishment whose condition is 
unfavourable, and enlarge another to make up: and it can 
produce the goods in demand in those places which are most 
suitable for the purpose, account being taken of geographical, 
technical and business condItions." But if a Syndicate goes 
far in such directions, it rouses internal discord; and charge& 
of faVOUrItism and interested motives are brought against its 
management'. 

1 The re&sons for going BO far, a.nd ne further, are thus set out in the answers 
given by the Union to mterrogatorIes of the Mmistry of the InterIor, and 
publIShed in the Kontrad.letormhe Vet"Mndlungen, vol. IV. pp. 500-560. It is 
able to oontrol marketmg as well as output for to A" preduets (mcluding not only 
blooms. blocks ete., but also ralls, gIrders, sleepers ete.) because they come only 
from a small number of great Dl.1Xed works .. whose financial and teclmIcal 
condItions are much alIke." It has a.1so controlled the output of "B" goods, 
on wlueh a bttle furtBer work has been expended, such as sheets, ra.llway axles, 
wheels etc , though its few attempts to conduct their marketIng have not pros
pered, and therefore its dIrect influence over them does not reach very far. If 
It dId not oontrol their output, its ma.atcry of A products would be weakened: 
for "as most of the a.ssocu~ted works produce them a.1so, they would have been 
able to devote themselves to makmg B products in case of a declIne m the 
market for A products: and thus to lDVlte over-production and increase depres
sion of PrIces." It endeavours "so to arrange its pnces that they will return 
sUltahle (angemeaBelle) profits to its members (861_ Werle.",); but so that Ita 
cllstomers shall not be injured and rendered incapable of contmuing work." 
Having referred to the faot that the peculIar character of the iron ores, to 
wluoh WestphalIa had acceBB, had caused a sudden and exceSSIve mfiUlt of 
capItal whloh had oaused VIolent fiuctuatlons, It stated that "It opposes a 
broadening of the range, or an inorease m the SlZe of the bUBlD88ses durmg the 
perIod for whloh its oontract mns ... and It strlves for the greatest pOSSible SlUlpWi. 
catton of the work done by the indIVidual steel-works owner." It appea.ra not 
to have 8uooeeded in the firet of these two aims. But its e.tlorts towards the 
second constItute 1ts oluef cla.im to contrlbute to the teChniCal economy and 
effimenoy of the steel mdustry. They have not however rea.ehed very far: and 
the EtwleR·Rund.eMu, 1910, p. 638, quoted by Dr Tosdal in the Quarterly Journal . 
of EconomlC8, Feb. 1917, says that the partIal utilizatIon of eqwpment remlUU8 
as before.. • • 

~ See Doe cleuIac1Is MomIanll'ld1l8int tw,J dem Wege 2'1111& Tr1I8I by W. JuW, 
Imtender HSAdelsredaJ..tellf <ler J(o/nWIC1le1l ZMI",,,,,. 1905, p. 43. 
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III,IX,5. It allows a customer to specify, as far as is practicable, any 
particular brand that he prefers; and the higher price, which is 
conceded to a brand that is in great demand, is said to aq,t as 
a stimulus to improvement in quality. Of course the stimulus 
to economy and efficiency in administration is little impaired 
by the discipline of the Union; but a new trade-mark cannot 
easily attract attention, when overshadowed by it. Its own 
direclimarketing costs are of course very low: the A products 
of every country are marketed cheaply, because they are 
standardized and sold in large quantities. But there are 
numerous minor cartels and dealers' unions below it, each of 
which has its own expenses and charges. The Union has a seat, 
}Vithout a vote, in each dealers' union with which it is associated; 
and it reserves the right to veto the wholesale prices set by 
such an associationl • 

Meanwhile there has been a continued increase in the fusions 
among coal mines, among steel works, and among businesses 
that own both. It seems that in 1910 two-thirds of the whole 
Westphalian output of coal was controlled by ten fusiohS, which 
also controlled nearly one-half of the production of the Steel
Union2• 

The Union does not confine its action to mere regulation of 
output and prices. It has also some constructive cooperative 
functions: it takes part in organizing international exlubItions, 
and it obtains information as to foreign markets pertinent to 
the industry. It is also a convenient centre for arrangements, 
such as those, under which the many different shapes and sizes 
of plates required for ship-building are distributed among various 
firms; so that each can find fairly steady employment for a 
limited number of rolls. 

But complaints are made that it is too heavy a body to move 
quickly. Its great weight increases the anxiety which is felt 
on each occasion when its contracts come for renewal; for doubts 
then arise as to the willingness of the great mixed bilBinesses, 

1 .. The wholesalers also assign to each retalle~ his definitely prescnbed 
territory; so that from the Syndicate to the consumer competition has been 

. practically el1mmated." See Beporl 0/ the FedffaJ Trade Comm,s8"m em 00-
operatt01l .n Ame,..can Ezpor' Trade, 1916, p. 13. It includes a number of 
instructJve answers from Amencan Consuls il\. varIOus countriea .. to cartels, etc. 

I DawBon,lndust,..aJ Germany, p. 95. 
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which are its masters, to be content with their already large 1lI, lX,5. 

privileges. If it fails, the structure of the German associated 
coal, iron and steel industries will probably approach very near 
to that of the American1• 

There seems to be no certainty as to its length of life. But 
during the war, in 1915, when there was considerable anxiety 
as to its renewal, a project was launched for a yet mightier 
Stahlbund, which was to extend its control to stages higher 
even than B goods. 

Before leaving the Steelworks Union a little may be said 
about its efforts 89 to adjust prices for the various stages of pro
duction, that each branch of the steel industry may have a fair 
portion of the bounty, which the Protective tarif allots to steel 
producers at the cost of German steel consumers, and in a less 
degree of other German industries that produce largely for ex
port. This practice is the chief instance of a pohcy that seems 
to be just in principle; and it is well executed. 

It is clear that, If any steel manufacturer buys his material 
at a price, which the cartel controlling that material has I!!~ 
higher for home than for export, he is likely to have difficulty 
when competing in foreign markets with others who have 
bought similar material, whether of German origm or not, at 
lower prices. A great part of the tIme of the Kartell-Enquete 
was occupied WIth complaints that German manufacturers of 
tinplates and of wire were driven out of neutral markets by 
British manufacturers, who obtained their material from Ger-/ 
many for ten shIllings a ton less than was charged to thems~lves. 
The steel cartels were specially harsh in such matters; for they 

1 The Bepon oj the Federal. OommS8.non already quoted contains (Part II, 
p. 16) an observatIon from the Amenoan Consul at Berlm, whIch may perhaps 
contam a touch of lJOny:-uThe introductIon of remforced concrete came at the 
tIme of increasing buudmg activIty: the cement trust took advantage of It ••• and 
praetlca.lly captured the entIre buudmg construotIon market and bndge work by 
substItutIng concrete at a much lower figure than steel girders could be purchased 
from the Verband., About two years too late, the Verband opened an office 
for competItIon against the concrete firms and reduced prices. If this had 
been done Booner, the triumphant entry of concrete constructIon Dllght have 
been retarded for some years." That 18 to say, Its lethargy alone prevented 
it from inllIotIng a. gnevous injury on the pubho in the mterest of the steel 
indu8try. 
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III, IX, 6. had long before obtained redress from the coal cartel. for th~ 
smaller hardship that they were compelled to pay more for 
(German) coal than foreign competitors. who also used German 
coal. The coal cartel faced this difficulty. recognizing that the 
export of products. in making which coal had been consumed. 
obtained a vent for German coal as surely as if it had been sold 
abroad. by aid of a special export price. Steel works which 
bought their coal paid in the first instance the full hom~ price for 
it: some of the steel was sold at home. Bome abroad. The coal 
cart"el wished them to have the coai used for the exported steel 
cheaply: and so it returned them a -.. refund" on a percentage of 
their coal, equal to the percentage of their product which they 
exportedl • 

But some steel cartels were slow in giving similar refunds 
to those who used their products in higher stage work for 
export: and even when that practice had become general. it 
was carried out with little system and much friction. till the 
Steelworks Union took the matter in hand. It made great 
improvements: but even as late as 1908, German manufacturers. 
tendering fot &' gasometer to be built at Copenhagen, were 
undersold by British competitors makmg usc of German steel 

< obtained at low export prices: so the Union changed its 
policy. It no longer made uniform reductions on the export of 
anyone class of steel to all countries: but kept those reduc
tions small for exports to Britain and Belgium; while keeping 
them large for countries which do not generally export steel 
goods2• 

1 Herr C. Rirdon on behalf of the Coal Syndioate protesta against the 
common use of the term "bounty" to deSCribe what is merely a drawback 
or rebate-RuckLergut'Ung or NachlaBs (Schrl/len des Social-Vere""8. No. 116. 
p 282). The Protectlve duty gives a bounty to the German producer a.t the cost 
of all German users: when that share of the cost is returned to a German user 
(or exportation. it only leaves him where he would have been. If no bounty had 
been given to the producer of coal from whom he bought. 

• For thlB purpose the Umon inmted that 110 export price .hould be quoted 
by any authOrity other than itseU: thus greatly mcreasmg at once ita own 
labours, ita own authOrity. and tho dIfficulty of producers in conduotIng e:x-port 
trade. This worked SO badly tha.t in 1909 the Centre party in the Relchstag 
proposed a law. to the elIect that pure rolling mills etc. wmch exported part of 
thell' producll. should be granted cert16catea for the duty-free unport of Buch 
raw material 8B was represented in their exported gooW!. But this. hke the 
rathe, ear4er pehtion of pure rolling mills for • general reml88l0D of. the 
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The steel industry has pioneered the cartel organization of m. IX, 5. 

numerous varieties of manufac'tured products, far in advance of 
other industries: and it is the main representative of that task. 
But it contains onl]' a small part of the associations which 

.J' pursue (under various names) policies more or less akin to that 
of the Steelworks Union and its subsidiary cartels. Many of 
them find great difficulty in arranging modifications of their 
standard prices to meet the variations in the qualities, sizes, 
or shapes of similar products coming from different sources: 
but perseverance and ingenuity have conquered in a notable 
manner. In the case of one set of goods produce~ by artistic 
specialists, an expert appraiser was called in to set the price on 
each article. 

duties on raw iron, lorap iron, and half· finished goods, came to nonght. (See 
SIl" F. Oppenheimer's Report, 1909, pp. 119 and 117.) 

The suggestion of the Centrll' party WB8 on the aame lines aa the existing 
fiscal rule, under whioh the exporter of grain reOlllves a permit to import a 
correapondmg quantity of gra.m duty·free. That rule ha.a indeed been mucb 
abused; partly in consequence of the permits being transferable, and aVallable 
for grams at frontiers other than those at which the exports, that gave rise to 
them, left the oountry. But this does not seem to have heeD the grottnd on 
winch the Centre party's suggestion W&9 opposed. 



CHAPTER X 

TRUSTS AND CARTELS: GERMAN EXPERIENCE, 
CONTINUED 

JJI.x,I. 1. M orwpolistic tendencies of sorne German giant busi-
. neSSe8 in association with cartels and banks. 

A partial solidification of thl) various branches of the 
American steel industry was initiated by the foundation of the 
pnitid States Steel Corporation: but it has been broadened 

V. by the interpermeation of financial interests with those of the 
steel industry. The chief financial powers in America have 
indeed had their origin in industry and trade, but more especially 
in industry, during the memory of living men; and American 
industrialists for the present control finance, perhaps as much 
as they are controlled by it. 

But Germany, though younger than Britain, is older than 
America in this respect: and the rise of some German in
dustrialists to a high place in the ranks of finance has gone 
together with an ever closer interweaving of broad financial 
counsels in the control of particular industrial interests. In 
both countries the cooperation of finanCIers and industrialists 
of wide experience and far reaching faculty has led to the 
development of policies, each of which aims at making for the 
larger and more permanent interests of those on whose behalf 
it is contrived; and with no further hurt to the rest of the 
people than seems to be involved in a well-ordered pursuit of 
that particular aim. This limitation is indeed of considerable 
importance from the point of view of the student of social well
being: but it may stand over for the present. 

Fortune is said to favour great legions.' Perhaps the reason 
is that a strong army, well led, will recover from the effects 
of ill fortunes, and forget them; while good fortune is hkely 
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to bring its success to a climax, and thus become prominent. III, x, -L' 

A weak army, weakly led, makes little use of good fortune: and 
ill fortune, which may probably have accompanied its final 
disaster, is not overlooked by the historian. Similarly the 
powers of finance everywhere help a strong business to rise to 
great undertakings; whJ.le they are shy of assistance to a weak 
business, when in distress. In Germany the connection between 
b~iness SUCCiless and financial aid is especially close, as we saw 
when discussing the financial basis of business organization 
(above, II, lX, 4): and banks are alert and forward in associating 
themselves with the strongest industrial enterprises. Thus it 
has come to pass naturally that a large majorIty of the great 
German banks have been interested in the Steelworks Union; 
while a few have sided with the pure rolling mills!. 

,,/ Each of the great banks has representatives on several other 
banks and on a vast number of industrial enterprises. For 
instance the main purpose of Georg von Siemens, the founder 
of the Deutscher Bank, was to "foster and facilitate commercial 
relations between Germany and other countries2." Accordingly 
it took a leading part in fusing industrial and banking interests: 
and in the hands of Herr von Gwinner, it developed the practIce 
of inviting leading industrialists to its councils; though indeed 
they do not exercise much influence on banking pohcy. But 
representatives of banks have exercised, for two generations 
at least, a strong control' on industrial businesses which they 
support: and they "have always taken special care ... to provide 
for the disposal of the producta of the industrial companies in 
question to suitable industrial enterprises on which the banks 
were able to exercise some influences." 

1 Tins statement by Rlesser, l.c. p. 179, is representative of the .. connectlon 
of the German great banks and their conoentratlon" with .. the economic 
development of Germany"; to quote from his tItle page. For mstance, when 
the management of the great PhoelllX steel works heSltated to lorn the Union. 
the powerfulSohaaffhausen'scher Bank, which had taken a great partin foundmg 
that and other unportant steel works, compelled It to enter the Union (lb. 
p.516). 

• Detslla of its plans are given by Rlesser, l.c. pp. 42()--44() and 472-481: 
similar statements m regard to other great banks are also given by him. 

• Rtesser, p. 375. He gives (pp. 897-920) detslla of some S1X or seven 
hundred representatives of lDlportant joint stock companies who have seats on 
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ill, x, 1. These tendencies have very little kinship with cartellization: 
they correspond rather to a strain of character which is specially 
American; though they are developed with an intricacy of 
detail, which is appropriate to the German temper, with its 
faculty for quiet mental activity throughout long hours. And 
indeed we see here yet another reason for thinking that Gernllln 
tendencies towards cartellization are likely to yield place to 
those that are more distinctively American, as regards the larger 
affairs of industry and trade; though the activities of relatively 
small cartels in particular branches of industry and marketing 
show no signs of weakening1• 

The steel industries are a unique group; because practically 
the whole of the plant, as well as the material of every steel 
business, consists of steel products: and it is not probable that 
any other group of industries will exemplify as large and coherent 
an illustration of semi-monopolistic cartel organization as it has 
already done. Perhaps the woollen (and worsted) industry, and 
the cotton industry come next to it in width of range. In 1913 
there were 55 textile cartels in Germany. Not much progress 
had been made by attempts to weld them into broad groups; 
but" plans had been proposed for "the formation of a central 
national organization for the whole German textile industry, 
including trade associations- as well as cartels ... and for the 
organization of a special credit institution for the textile in
dustry, similaz to the German agricultural banksll." 

one or other of the great German banks. And the Feder&! Commission, Ie. 
Part I, p. 62, preaents in a great chart the chrect and inchrect connection of the 
Deutscher Bank WIth German and foreign ooncems, many of which are dominat. 
ing faotors in important oartels. 

1 See Rlesaer'a aooount of the inftuenoea of oapitahstio concentration In the 
mming and metallurgical industriea (loc. pp. 725-749): he gives epeciaJ attention 
to the WIdely ramified mterests of the great iron and oo&! magnates, Hen Thyesen 
and Herr Stinnell. 

The mterpermeation of the interest. of Germall. banks is shown by his lists 
(pp. 642-6) of the banks whIch COll8tltute the five great gronp-. each of wrucb 
IS led by one of the great Berlm banks; the Deutscher Bank hemg at the head. 
Their total capital (including surplus) W&I over a hundred millLOn pounds in 
1908. These tendenclea seem to have been strengthened, temporanly at. least, 
durmg the worlJ·war; but it would he premature to express any opinion on the 
IOhchty of the new strength. ' 

• ReptlT' oJ tlie Federal Trade Comml88icm 011 CooperGluna III tlie AtIWlne4R 

Ezporl Trade, Part I, p. 260, based OD atatelllente ill tho KarUJl.BufldBdlau 
1909, and 1910. 



INFORMAL ALLIANCES OF GIANT BUSINESSES 569 

2. The tendency 0/ Bome of those industrWs, which em- m, x, 2. 

bod!! tlte best results of German genius, to domination by a 
few giant businesses, tvith mutual understandings,. while 
avoiding formal cartellization. 

This tendency to domination by one or two giant firms is of 
course most clearly marked in those industries which embody 
the chief triumphs of the German creative genius; notably the 
electrical and the chemical industries. In 1900 the electrical 
industry was led by Siemens and Halske, and by the General 
Electrical Company (known now throughout the world as 
"A. E. G.," these being the initials of its German name): but 
beside these two there were twenty-six oth~ of some im
portance. The twenty-eight companies were clustered in seven 
groups, supported by seventy banks. But fusions and com
munities of interests proceeded apace: and now the two lcading 
concernS hold four·fifths of the electrical business of Germany 
in their own hands. Also they frequently obtain controlling 
interests in electric lighting and power works; which are their 
chief customers. The two act in concert on many 'occasions, 
especially in exte:Qlal trade: thus they have organized a 
special bank (Elektro-Treuband) for financing electrical under
takings. In 1912 the Siemens group gained financial control 
of the Bergmann Electrical Co.; but preserved its independent 
form, and claImed to allow it autonomy, on the ground that the 
health of the entire German electrical industry depends upon' 
sharp competition among two or three large concerns, whIch 
encourages invention, and develops technical and commercial 
organization in the competing plants!. 

The German dyestuff industries again are too confidcnt in 

I This statement is derived from the Report oJ the Federal CommIssion, 10. 
Part I, p. 278. It gives a chart representmg many Bcores of conneotIOns of the 
A. E. G., through Ita leadm!l, offieers and members of Ita Board. The Siemens 
group does not lag far hehmd. 

'I'hese mduatnes have the advantages of making standardized producta that 
are reqUIred by the hundred thousand, or even mllholl. Their plaid is expeftSlve; 
but It works for the greater part cheaply, when once Bet up. Thus Qnly power
ful capltahsts can compete: and as fallure by &ny product to work well might 
OOC&81on much inconvenience, purchasers are a.pt to reqUire well-known trade
marks. These teohrucai advantages enforce the suggestIOns ma.de by repre. 
sentatIves of the gtant businesses on the chreotion of electriOlty.usmg companies 
street ra.l!ways etc. in favour of those business~'I,. -
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III, :1[, 3. their magnificent technical mastery to care much for cartel 
organizatiOn. Every business has had its own patents and its 
own se9rets; and the strongest have clustered together mainly 
in two groups, the Badische, and the Hochst-Casella1• 

Another great instance of the German tendency towards 
trusts is the growth of the German Metal Buying Combination. 
ItJul.d its origin in the London firm of Merton, in association 
with some members of the Cohen family. As it progressed, 
its headquarters were transferred to Frankfort: and its world
wule associations before the war constituted a most powerful 
community of interests2• 

3. The increasing responsibilities of cartels to their 
8everal industries, and to labour. 

It would be unreasonable to Jay much stress on the fact 
that the two great industries, in which German leadership is 
most conspicuous, owe little or nothing to the methods of 
cartellization. Those methods may possibly be beneficial to 
ordinary &dustries, and yet unsuitable to those that are ex
ceptionally strong: systematic instruction is not shown to be 
mlsdirected by the fact that it is likely to hinder rather than 
help a pupil of genius: he goes best by his own way. 

Nor should great importance be attached to the extravagant 
and even suicidal policies, that have been occasionally adopted 
by inexperienced cartels, which have generally worked on a 

1 The Board o/TradeJournaJ, July 4,1918, gave Bome details olthia proccss. 
At that time nearly aU the produots of the chief bUBinesBOS in the chemIcal 
industry were pooled: but a few specIalitIes were reserved, tempor6l'lly at least, 
by mruVldual firms. The dIVIdends had recently averaged about 20 per cent.; 
and much capItal had beeD wrItten off. The Chairman of the Bradford Dyers' 
AssociatlOD saId early lD the year that .. tho German colour and chemIcal 
werks, and many aUlubary businesses are now embraced in one huge orgamza
tlOn, with a working capItal approa.ellin~ tm.50"; while a good deal more JB 

being obtained. The German Government &BBlBtsd, of couree WIth a VIew to 
mlhtary eXIgenCIes. 

I The Imperial War Conference, in a Repurl [Cd. 9177J IssDed in Ootober, 
1918, gave an account of recent developments of tbe Frankfort. Metallbank and 
lIIetallurglsche Gesellschaft. It attnbuted their prodigious power partly to 
subtle financial intrigues; and partly to "the high development of 8cientdia 
training and industnal research m Germany"; and reoommended that eertaJn 
measures, partly temporary. should be talren by which German control over the 
non·ferrous metallIo reserves of the empire should be restramed. 
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small scale. An increase in the volume and the complexity III, x, 3. 

of those affairs, for which a cartel is responsible, intensifies the 
gravity of the issues to be decided at meetings of the Council; 
and increases therefore the inclination of the larger capitalists to 
give time and thought to controlling the meetings. The Council 
of a mighty Syndicate generally bring to bear powerful minds, 
a fine sense of proportion and a wide purview: and they have 
access to inside information as to many branches of industry and 
trade. Their characters incline them to prefer large deferred 
gains to the smaller immediate advantagl's, at which weaker 
men grasp: and their large command over capital makes it easy 
to follow a waiting policy. 

But yet it is doubtful whether the weight of the task to 
which they are committed will not increase faster than their 
strength, fast as that grows. The Westphalian Coal Syndicate 
and the Steelworks Syndicate have already taken powers to 
handle and convey coal and iron respectively, and thus they 
may probably soon be considerable employers of labour; while 
the Coal Syndicate, if it acts on its new power of purchasing 
coal mines, will have taken a long step towards becoming a 
trust. Again, the Steelworks Union, and some syndicates, which 
are responsible for marketing several kinds of products, have 
been compelled to prescribe the kind which individual firms 
must produce, whenever it happens that demands for the dif
ferent kinds are moving unevenly. Again the assignment of 
their total contingents to the several members, when a fixed 
rule would give no good result, forces the leaders to take on 
themselves some of the responsibilities of collective ownership. 
Thus new difficulties grow at least as fast as old difficulties are 
overcome: and the tendency of some cartels to attain monopo
listic power was becoming-more prominent before the war. It is 
notable that much assent was given at the Enquete to Professor 
Brentano's exclamation: "if we are to have a monopoly, we 
should at all events prefer it to be a State-monopolyl." 

• KontrM.kton.tcM Verkandlungen. IV. 233 and 245. Anotlter trouble is 
instanced by the complamt of some vigorous young members of the Cement 
cartel that, If they had been allowed to push their own brands, they would ha.ve 
obtained a strong hold on the market; but, under cartel management, oonsumers 
do no_ become familiar Wlth their brands. Therefore any apportionment of 
contmgents based on the special requests made for their brands II unfaIr: and 



572 TRUSTS AND CARTELS: GERMAN EXPERIENCE 

lII, x, 3. Meanwhile there is some sort of an understanding that the 
weaker firms will not be entirely suppressed. The leaders state 
indeed, with unquestioned sincerity, that they do not make it 
their policy to put prices so high as to eMble ill-managed firms 
to survive: but they are not altogether free agents in the matter. 

During the war there has of course been no disposItion 
to (Ii~turb existing arrangements: but not long ago there were 
many rumourll of internal conflicts, which seemed to threaten 
the lives of the Coal and Steel Syndicates; their place being 
taken by "a vast trust, arranged by the few leading concerns 
of the mixed type; which would thus end by being American
ized, after a process of evolution through an essentially German 
system of syndication1," 

"Labour" was not able to speak for itself at the official 
Inquiry into Cartels:" but in 1905 two II1llmorable meetings 
were held of the great German association for social studies 
(Verein jur Socialpolitlk). The first, opened by Professor 
Brentano, was on "the condition of labour in private giant 
businesses": the second,. opened by Professor SchmoIlet, was 
on "the relation of the cartels to the State." Prof. Brentano' 
contended that, as the law does not recognize collective agree-

If, on the other hand, the eontmgents are proportioned to the potentia.1 output 
of the firms, a premium is given to the creatlon of 8uperlluous plant. followed 
by neglect in its management. 

• Oppenhmmer'B Report, 1910, p. 157. In his last Report (1914, p. 11) he 
indioates olearly the inherent tendency of Syndloatlon combined WIth a Pro
tectlve tant, to promote disastrous fluctuations of output and pnees, in eplte of 
a genuine endeavour to duninish them. Thua during a B1ump in an industry. 
&. fee1mg grows that a Syndle&.te ia needed to take charge: and that often causes 
reckless extenslOns. in order to juatlfy hIgh figures of parbClpatioD. The same 
desire induced some makers of drawn WlI'8, during. recen6 boom, "in the.!' 
anxiety to be able to show a large cl.entele, to sell their manufactured artJoles 
even helow the cost of their raw material (rolled wire); as was expected, a 
Byndlcate of drawn wire is now (June, 1914) belDg actively negotiated. But 
even syndlcateB already in eXistence are often powerless to prevent their mem
bers from engagmg upon Buch boom extensious, though everybody know. that 
no syndicate. started Without demands for fantaatJp figures of participatIOn' 
they can levy a fine upon over-productJon (and during a boom sucb .. fine 
is gladly p&1d), but sometimes the industna.1 oonstellatlon forces theIr hands: 
they enoourage extensions by taking an indermufied delivel'1 of the over
production." He gIvea recent matanoell of such action by the Coal and the Raw 
Iron Syndlcate: &lid explains m 80me detail Jta evJl results. 
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ments by operatives, the giant business stands as a unit against III, x, 3. 

an unorganized crowd of individuals; and "the conwtions of 
work are settled by the one-sided decision of the employer." 
Another speaker enlarged this argument by referring to the 
informal increase of the autocratic power, which resulted when 
the giants acted as a unit in a cartel: the great coal cartel was 
already urged to put a stop to "that competition of employers 
of labour which results in the pushing up of wages" (tn-we
Hohe-treiben der Lohne). 

It was argued that, if a single business has a quarrel with 
~ts employees, it can generally an:ange that the work, which 
'Would have been allotted to it, shall be taken over by another 
member of the cartel; while the contingent of the first is madA 
up, in some measure at least, at a later date. It "as also urged 
that the power of employers, thus concentrated by cartel 
organization, tends to render the ordinary stnke ineffective: the 
workers are therefore forced to look more and more to pohtlcal 
action, associated with "demonstration-strikes" for a mitigatlon 
of their evils. 

Much stress had been laid during the official debate on the 
statement that cartels exercise no direct influence on rates of 
wages: but it is obvious that their meetings facilitate or
gamzed strategical policy in wage conflicts. And, when lIerr 
Kirdorf, the head of the Coal Synwcate, repeated that state
ment during the Social-Verein's debate on Prof. Schmoller's 
motion, the answer of labour came promptly that a recent 
meeting of the CouncLl of that Syndicate "was closely followed 
by a nearly uniform reduction of wages throughout its dis
trictl ." 

I See 8cAnften tles Yeresll8 Jar Socialpold.k, No. 116 (A.D. 1906), pp. 13~ 
,150, 169, 187, 411. A mmers' representative (ib. p. 192) referred to a recent 
strlke as p&rb.aIly 8uccessfu1: but Ister on, in the debate on Prof. Schmoller's 
uutiatlve, he addeol (ib. p. 412) that the operatives had less chance of success 
in combat WIth a cartel than WIth a gumt bUSiness. It 18 urged as a ground 
for confidence as to the future relations betweell cartels and IJbour, that 
the posItion of the operative has improved more Oil the average in those in
dustrIes, in. which eartels are promm8llt, than m others: but th18 ill IlOt a 
aecure ground. For the most promm8llt eartels are naturally in in.dustnes, 
whtch the gewns of the German people and their apeCJa! advantages have 
eIIlsrged and made prosperous. Making htgh profits, the employers can afford 
to PIU' high wages. As they use advanced Isbom.savlng machtllery, whtch 
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4. Functions of the State in relation to cartels. 

The German Government has persistently upheld the right 
of businesses to combine with one another at their will, even 
though their tendencies be clearly monopolistic: but it has 
also held itsell bound to intervene, when necessary, in order 
to !'!.event the power thus obtained from bcing used to the 
detriment of the public. It has twice made approaches to the 
coal industry with the purpose of influencing the policy of the 
Westphalian Coal Syndicate: and many writers advocate a 
vigorous extenslon of State ownership of coal mines. But mine
owners affirm that those, which it possesses, are badly managed; 
and miners declare that its mines are bad employers of labourl • 

In spjte -of recent geographical and scientifio discoveries, 
Prussia.'s deposits of potash constitute an important partial 
monopoly. If they were owned by a single company, with 
8,o]e regard to its own profit, the price would proba.bly be set 
so mueh above cost of production as to yield a huge monopoly 

often representa a value of several hundred pounds per employel', it is worth 
their whIle to pay wages rugh enough to attract the most rughly slnI.Ied and 
resourceful art1S&ll8 for the more respoll.8l ble posta; and indeed for luch work 
the most highly paId labour is generally the cheapest. Even thea unakJlled 
labour must often be well paid, though for another rea.aon: for these growmg 
mdustnes demand more labour than the neIghbourhood can supply, and recruits 
have to be attra.cted from great dlstances. But still they pay wages much below 
those prev&Jlmg in Brl t&m. 

I In 1904 the PruSSlan Government set the Dresdener Bank to buy secretly 
for it .. controlling ma.lonty of the shares of the great lithemia coal mine: but, 
anspicion havmg been aroused, other great banks manoouvred in vanous ways 
(whioh were upheld by the Supreme Court on appeal), to prevent tlus; and the 
Government '11 as left WIth a large minority holdlOg of the shares. It owns 
many romes in the Saar dIstrict: and later on It endeavoured in vain to WIll 

twa 8.8 a lever for entering the Westphalian Coal Syndicate wIth .. large votmg 
power. Herr Gothem, an active member of the Kartellen-Enquete, a mme. 
owner, and a lesdmg authorIty on the general conditions of Germany, argues 
(Die Ve1'8taailu:huna du Koklenbergbaue8, 1905) that State ownershIp is 1m. 
practICable; though it would rescue the country from great dangers, If Ideally 
managed. On another BIde, Dr Kollmann gives .. brilliant PICture of an Ideal 
DeutllChcr StahlllJerk8teriJaM wruch 1;Illght org&lllZe the whole of the industry, 
and become a national organ for research. 

But employees are likely to pay more attention to such stonea 118 that reo 
corded by The Econom,,' (21 May, 1910) of a lock-out in the German buudmg 
trade; which lasted ao long that some employers abandoned it: whereon the 
St&hlwerksverband WII8 mvoked to bnng them to order by refWllll8 to 8upply 
them Wlth guders, etc. They were thus forced to coDtmue the lock-out. 
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revenue, at the e~pense of stinting German agriculture's supply III, x. 4 

'- of a much needed fertilizer. Prlvate owners tend to exerCIse 
'their influence in the cartel in that direction: but, partly by 
legislatIOn, and partly by means of its large hol~gs of the 
deposit, the Government compels the price for domestic sales to 
be kept rather low; while leaving the cartel free to put the prIce 

\Jffr exportatIOn where it will. In this single case a cartel's 
export prIce is above its home prlce1• 

Again, shipping on tl;e Rhine and other inland waters has 
been threatened with a general syndicalization; partly under the 
influcnce of coal and steel magnates, who already have large 
fieets: so the three Governments of Prussia, Baden and Bavarla 
have obtained controlling mterests in such shipping. 

Nowhere, and certainly not in Germany, is there any doubt 
as to the high public services which trade organizations can. 
render to the moral and material well-bemg of their members 
and of the general public: and Schmoller, in his opening ad
dress, recently mentioned, said tIlat Germans rejmce in their 
devdopment of the principles of association (GmossmschaJl); 
they are therefore proud of their cartels; and yet prouder of 
the great men who founded them:-men who "had the wldest 
outlook, the highest persistence and invention; and 'iilso the 

/greatest tact and commonsense .... The best of them were not 
mere money-makers: but on a level with the best generals and 
statesmen in talent, in character, and in achievement." But 
nevertheless the conclUSIOns, for which his long address pre
pared the way, are not altogether favourable to cartels. "The 
setting up of cartels implies a revolution of the constitution of 
Gt!rman economy. The raising of prices in many duections 
injures all consumers, all not cartelhzed industries." For these 
and other reasons he developed a plan by which the whole 
affairs of the cartels would be within the knowledge of a 
department of the State. The State should intervene to pre
vent unfair prices, With speCIal reference to export prices: and 
it should override decisions whICh e~cluded or which punished 

1 The cartel haa done good work in expl&UWlg to agriculturahsts the uses of 
potash: but it haa ci1fficulbea With Bome of ita weaker members. Ita story IS 

well told by Dr ToadallD the Qua./e1ly JQurnal Q! ECQ7I011lIU, Nov. 1913. See r / 

alaCl Daw8on,lnd'll81r.al Germany, pp. 124-7. / 
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IIIj x, 4. members harshly. It should compel the adoption of "com
promises between organized sellers and buyers. This holds 
especially for settlements of the rates of wagesl ." 

German opinion seems inclined to ,advocate publicity as 
a. hurt-less remedy for social hurts. But it is content with 
general profession: it lacks concentrated resolution and in
sistence. It SE'ems to appreciate, even less than British public 
oP"illion does, the urgency of that class of questions which the 
American Bureau of Corporations, JIlatured as the Federal 
Commission, has pursued with untiring energy. It has not 
yet learnt that though monopolistic powers in certain directions 
are necessary results of modern conditions, they are apt to 
cause grave evils unless controlled: while for obtaining effectIVe 
control, even autocratic power is of little use, unless based on 
organized, long continued, authoritative studies. 

The Kartellen-Enquete was a unique concession by the 
Government to a. S,!.owing feeling of anxiety that giant businesses 
would master cartef8~-and:"thereby master the State, unless the 
state-awoke to-- the dangera...a.nd -difficulties of the situation. 
But,'aswe have seen, it was brought to an abrupt ana unsatis
factory conclusion; which was thought to be partly caused 
by unwillingness on the part of the Syndicates to respond to 
questions which penetrated below the thin stratum of official 
inquiries. So long as the general opinion of a great people 
acquiesced quietly in such subordination of pubhc to private 
interests, its examp16 could not afford good guidance. There 
are strong reasons for thmking that the exploiting of the masses 
of the people by the dominant classes, through the agency of 
cartels, made an important contribution to the discontent which 
broke into violence after the war. 

I ScAn/len du Vere.1I.8/Qr Soc,alpol>tt1e, No. 116, pp. 254.270,271. and 431. 



CHAPTER XI 

AGGREGATION, FEDERATION, AND COOPERATION 
IN BRITAIN'S INDUSTRY AND TRADE 

1. Introductory: II glance backwards. III, XI, 1. 

Several excellent accounts have recently appeared of aggre
gations and federations in British industry and trade: and, partly 
for that leason, no details in regard to them will be giv~ 
except by way of illustration1• The purpose of this and the 
following chapters is to apply the instruction, which seems to 
be afforded by recent experiences, especially in America and 
Germany, to problems of Britain's present and near future: and 
to suggest that the strong individuality of the British race may 
find its highest development under the guidance of the spirit of 
constructive cooperation. It is true that giant businesses alonli\, 
are capable of some of the chief tasks of industry in the presentJ 
age. But, where their presence is not demanded by technical 
considerations, the immediate increase of strength, which would 

1 It may suffice to name (1) Macgregor, Ind'U8tnal' Oomb.natwn, 1906;
(2) Macrosty, The 1nuI' movement ,n Bnb8h .nduBmea, 190'1': (most of the 
busme88es described in it however have had no considerable monopohstlo ten
denDles; and belong to the class wluch are descrIbed 1D the present work merely 
as "giant businesses"): (3) Levy, Monopoly and Compehho,," a study ,n Enghsh 
.ndus/rial organ.mtum: a caref';ll piece of work pubhshed 1D Germany 1D 1909: 
Enghsh tranalation, 1911: (4) Carter, The tendency lawards tnd'U8mal oomb.
Mhon, 1913, .. reasoned reoord of facts reaolung nearly up to the worid-wM. The 
Ametloan Industrtal Comnnssion had pubhshed 1D 1901 .. good short account of 
"Industrial Combmations m England" 1D Its Report, voL XVIII. pp. 1-74. 

The Iustory of BntlBh gtant bU81n88888 generally, as well as of d1stitlotiy 
monopohstlo aggregations and federatlons (so far as they d881r8 to take the puhho 
mto thw oonfidence) 0&Il be read from yaM to ye&r m the SpacIOUS reoords of 
their prooeedmgs, which they cause to be mserted .. t high charges in .. ppropnate 
journals' filee of The Eoonom,,' are sp80lally helpful in this matter. 

An exoellent terse survey of aggregations and federattons in Bntish Industry 
is gtven m the Bepon on Oooperatwn In lhe American Expon Trade by the Federa.! 
Trade Comlll188lo~ 1916, voL L, espeOlally-p. 88. 

.. I.!I'. [9 
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III, XI,I. result from a rapid enlargement of their sway, might be pur
chased at too great a price: the value of that free individuality, 
which has made Britain great, is apt to be underrated in a hasty 
view. .All praise must be given to the constructive work of 
German cartels: but it can be dissociated from their restrictive 
and militant policies. "Co.Qperatio~ in the special use of tha 
term, which is familiar to British workmen, is but one outcome 
of- 4.at fortitude in purpose, tempered by the spirit of good 
fellowship, which has spread the British race Over a great part 
of the world: constructive cooperation in the larger affairs of in
dustry and trade is both required and facilitated by the character 
of Britain's industries and her geographical configuration. 

Before looking forward, let us take a glance backwards. We 
have seen that monopolies of early times were seldom without 
plausible motive, and often did excellent work in their youth: 
but they were apt to outlive the strength and high purpose of 
their founders, and to become obstructive as well as incompetent 
in their old age. Moreover the Tudors granted them recklessly 
to eager courtiers; and thus was set on foot that intense hatred 
of monopoly among England's people, which was destined to 
exercise a great influence on her later history. Hatred was 
mingled with contempt in the eighteenth century: when the 
great Joint Stock and Registered Companies, which had done 
good service in the past, became for the greater part inert, effete, 
and even corrupt. In the first quarter of the nineteenth century 
the very unwise and rather selfish use, which British landlords 
made of their monopolistic control of Parliament to raise their 
own rents at the expense of the food of the people, intensified 
this hatred of monopoly still further. And lastly the advantages, 
which a country may derive from perfect freedom of enterprise 
in industry and in trade were emphasized, and even exaggerated, 
by observation of the vast increase of the country's economic 
strength in the second and third quarters of the century, when 
Protective duties were gradually abolished. . 

During much of this time business was chiefly in the hands 
of self-sufficing, self-made men; who were often crude, but 
always vigorous. They worked harder than any other set of 
business men in the world; and'their superiority in strength 
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.over competitors was continually increased by their growing III, XI, L 

command of the economies of production on a scale that was 
relatively large then, though small in comparison with that 
which prevails now. England's flocks of sheep had contributed 
to set up her woollen industries by aid of an automatic organi-
zation of industries and trades, more highly developed than any 
other that had been spread over an equally wide area: and 
had prepared the way for the automatic organization on an even 
larger basis of her cotton industries. 

Thus many diverse influences, some of them partly accidental, 
combined to give British manufacturers and merchants the upper 
hand over those of other countries in the third quarter of last 
century: and this success engendered easy-going habits of hie 
and work among many of the sons and grandsons of those whose 
strenuous, if sometimes uncouth, energy had revolutionized in
dustry and trade. In the next two decades some signs of weak
ness became evident: but in the present generation there has 
appeared a firm resolve to reconsider Bntish methods in relation 
to the problems of the new age; and to thQ solutions of those 
problems which were being worked out in. America, Germany 
and other countries. 

Of course suggestions, derived from the experiences of any \ 
one country, cannot safely be applied to the problems of another, 
until account has been taken of the degree in which each ex
perience depends on circumstances that are not to be found 
in the other. Thus, on the one hand, attention needs to be 
dllected to the opportunities for stringent monopolistic control 
of the machinery of industry, and of prices, which America de
nves from geographical causes, and-though to a much less ex
tent-from her Protective tarif; and which Germany derives 
from her Protective tarn. And, on the other hand, it must nr. 
be forgotten that Germany's stroJ;lg, though harsh, military 
bureaucratic organization has enabled her Government to inte -
vene with a firm strength and security, that are not to be fo~ 
in the interventions of the Government of a democratic country: 
while America, conscious of this difficulty. has studied the pro
blems of monopoly with unrivalled thoroughness. Her conditions 
have given to these problems a breadth and intensity far in 
excess of any that have appeared elsewhere: and her methods 
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III, XI, 2. are not suitable for adoption without reserve in other countries: 
But they have been developed with so much energy, and so 
much sincerIty and openness, that they seem to offer guidance 
of high value to Britain in view of th~ recent revival of some 
broad monopohstic tendencies. For the two peoples are akin 
not only in race, but also in openness of character and directness 
of.!ction; and the same principles of Common Law apply to the 
regulation of monopolies in both. 

2. The strong individuality, wTtich created Britain's 
industrial leadership, is still her most important asset. But 
it needs increasingly to be supplemented by readiness to co
operate with others in large affairs; while the superse88iOlI 
qf small businesses by large in many industries is inevitable. 

As we have seen, the industrial faculties of England de
veloped t.ardily, and owed much to the guidance of Dutch 
teachers who had learnt much from City States: even the enter
prise of her navigators lagged long behind that of the Portu
guese. But gradually she became, first a rival, and then a leader 
of the strongest: partly because the ocean defended her from 
the military violence that crippled Holland; but mainly because 
her people had never been either inchned or compelled to look 
to authority for instructions. Each man settled his own affairs, 
subject to but little discipline save that of custom. And since 
the shackles of custom were not felt, they merely narrowed the 
range of action of individuality: they did not destroy it. So 
inwviduality accomplished great things, with ever-enlarging 
scope: and as the ages passed, a great part of the world came 
under British influence; Scotchmen joining WIth Englishmen, 
and often leading them. 

He, who respects his own individuality, is unlikely to be 8-

tyrant: he may be wanting in tact, and in quickness to assimilate 
that which is good and helpful in the temper and habits of 
others. But he is sure to be frank, and lIkely to respect the 
individuahty of others: refusing to be regimented, he is un
hkely to regiment others. Thus individuahty and resolution, 
combined with toleration, have made the British Empire great 
and coherent. 

But such toleration is not inconsistent with a.D excessive 
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respect for one's own judgment and faculty: and, though con- m, XI,:l. 

fidence in one's own resources may be an almost unmixed good 
in matters that are within their reach, it may be a source of 
some weakness in large!' matters. That is to say the specially 
British qualities which made Brltain great, when business was 
on a relatively small scale, may not suffice fo~ her need now: for 
industry and trade are growing in breadth and depth at a rate 
unprecedented, even in the age which is sometimes described as 
that of the "Industrial Revolution." 

As late as the middle of the last century the capital, required 
to enable a business to command the most efficient and econo
mical methods of production then known, was relatively small: 
and specialization on a rather narrow range of work !Vas 
facilitated by that quiet organization of industry which tends 
to grow up, almost inevitably, where the technique of produc
tion and the character of the goods produced do not change 
very rapidly. Thus. it was reasonable to attribute a great part 
of Brltain's industrial strength to small growing businesses: any 
loss that might arise from slight imperfections in their plant fell 
mainly on themselves; while the energy and elasticity, which 
they contributed to industry, accrued in large measure to the 
whole country. 

But when the energetic creator of a business of moderate 
size died, he often left it liable to payments to members of his 
family, who could not take part in developing it. Thus its 
resources were straitened; and its owners perhaps lacked the 
energy, the initiative, and the delight in hard work by which 
it had been created: but yet they had a just pride in the family 
name; and they were reluctant to turn it into a joint stock com
pany, in order to attract new capital. It was therefore apt to lose 
creative force, even if the branch of industry, to which it be
longed, retained ne\lrly the same technique as had prevailed in 
the preceding generation: while, if its plant needed to be organic
ally changed in order to maintain relative efficiency, its continued 
existence might even be a hindrance to progress. Instances of 
this kind have been so numerous, that a new tradition is -in 
danger of growing up, to the effect that a small business must be 
out of place in the new age: for that belongs to large businesses. 

This tradition in its exaggerated form is repeated parrot--
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lI1, ][1,2. wise: and it is all the more mischievous, because there is 
-much important truth at the back of it. If an old business is 
small, it is rather hkely to be a stagnant business: but an 
enterprising man, who sees his way to ,fitting the work of a 
small business into the large frame of national industry, may 
render as high service to the country now as ever. The ex
pa)l.@on of technique has taken many branches of industry 
beyond his reach: and it is hkely to take more, with ever 
increasing speed. But, on the other hand, it is enlarging 
rapidly the whole area of industry; and it is developing new 
ways in which the delIberate cooperative standardIZation of 
products (especially such as are component parts of larger 
products) may outdo old-fashioned stagnant custom in the 
opportunities offered for narrowly specialized work. 

The present group of chapters will be much occupied with 
this class of consideration; because there is reason for thinking 
that the advantages which some other countries, and especially 
Germany, have derived from a semi-military organization of 
industry are not in fact as great as may appear at first sight; 
and because immediate material gains. obtained at the expense 
of a diminution of the spirit of free enterprise, may prove to 
have been too dearly bought, even from a merely material point 
of view. 

It is true that the new age, with its rapidly rising standard 
of education for the working classes, is greatly enlarging the 
field from which to recruit men fitted to originate new ideas, 
and to face the risks involved in putting them into execution. 
It is true that America owes a great part of her industrial 
prowess to men who began life in low station. And it is true 
that the Jewish race, especially in Germany, supplies an almost 
inexhaustible reservoir on which to draw for new methods of 
making profit, most of which inevitably m~ke for the good of 
the nation. But yet a nation cannot fail to become poorer in 
character, and perhaps even in material wealth, if comparatively 
few of her people have larger opportunities for resource in new 
construction, and for courage in taking risks, than commonly 
fall to the lot of an official in a great Company or in the service 
of Government. 

We ought therefore to cherish strong individuality as a 
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priceless national asset: but at the same time to recognize that, III, XI, 2 

hke other noble qualities, it is liable to be misapplied: and that 
it may even degenerate into a morbid desire for secrecy and 
isolatIon. It has indeed sometimes been charged-though ap
parently without adequate cause-with being responsible for an 
unreasoning disinclination, which is occasionally found among 
certain classes of British business men, to unite their efforts in 
tasks, that are needed for the proper development of industry 
but are too large for a single business. 

The adage "an Englishman's home is his castle" represents 
a side of national character that was deTeloped in centuries of 
successful struggle against the semi-military despotism, from 
which nations subject to the invasion of great Continental 
armies could not escape: and has been a chief, foundation of 
the British Empire. But, in so far as it induces a manufacturer 
or trader to shun associated action, on the ground that it would 
enable his associates to penetrate into the secrets of his business, 
it may be a source of national weakness rather than strength. 
What each gains by his secrecy is less, in many cases, than what 
he might gain by a liberal pohcy of give and take with his asso
ciates. There is however some ground for doubting whether 
this secrecy is caused, as much as is sometimes suggested, by 
jealousy. Perhaps a more potent and general cause is a certain 
lack of imagination; which has long been noted as a character
istic of those whose minds have not been expanded by an 
adventurous life, or by some high intellectual ambition. This 
is indeed yet another penalty which the country must pay for 
having neglected so to broaden national education as to bring 
the student into direct touch With the large real problema of 
the modem world. 

Those Enghsh manufacturers, who pioneered the methods of 
modern industry, had little educatio~: but they went early to 
work, and were in direct touch with realities throughout their 
lives. In the modem age, they spend long years at school, . 
and perhaps at College; and if ultimately they become officials 
in a giant business, they may never get very close to realIties. 
But if they enter a business of moderate size, even after the 
freshness of early youth has passed, their real education is likely 
to reach far. If the heads of such businesses are eager to learn; 
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III, Xl, s. and willing that their experiences should be helpful to othe'rs; 
they will greatly increase their chance of holdmg their own, in 
spite of the fact that giant businesses can afford to make larger 
and more frequent experiments than they can. Strong in
dividuality, resolution and directness of purpose may enable a 
multitude of British businesses of moderate size to hold their 
own. against powerful aggregations in all those industries, in 
wliTch no over-mastering technical advantage belongs to massive, 
continuous production: provided these qualities are united 
with frank willingness to learn from others; and to cooperate 
genially with others in matters in which unfettered association 
has large opportunities. 

That combmation of indi'tidual liberty with orderly co
operation, which is characteristic of the British people, is not 
indeed specially prominent in industries, in which technical 
infiuences make most strongly for integration, such as will be 
considered in the present chapter: but they will come to the 
front in chapter xu. In Chapter xm they will again fall partly 
into the back-ground under the infiuence of the ever increasing 
temptation, which modern conditions offer, to enter into sec
tional combinations for getting the upper hand in matters of 
bargaining. But at the end we shall, reach new movements, 
which give scope for all that is best an<f, most characteristio of 
the race. 

3. Movement towards aggregation in the British coal 
industry. 

Our first illustrations are naturally taken from the coal 
and iron industries: though these are no longer distinctively 
British1• . 

Coal and ,iron are indissolubly connected: iron-or, as we 
rather say, now, steel-industries are rivalled only by transport 
mdustries in their use of coal: and coal mines are large consumers 
of iron products; insomuch that, especially under the rule of 
German cartels, steel works often find some outlet for their spare 
energies during a general depression of industry, in improving 
and developing the plant of their mines. In so far as this in-

. fiuence reaches, it tends to stabilize employment and prices; and 
1 See above, JlJI. 60, 61. 
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is a benefit to the nation as well as to indiVidual businesses, III, XI, a. 
that pursue a far-seeing pohcy in such matters, 

The Westphalian Coal Syndicate pioneered the route by 
which the steel and other dominant cartels made their way to 
power: and it may be well to diverge from the main course of 
our argument to consider some curious episodes in the hIstory of 
British coal, before pasBlIlg to the steel industry, which m Britain 
as elsewhere shows the problems of aggregation, and federation 
in their fullest developments. Germans themselves admit that 
the fundamental ideas not only of their simple cartels, but also 
of their Syndicates, were anticipated by more than a century in 
the Newcastle Coal Vend, Its power was based on having good 
access to the sea for tIle products of exceptionally rich mines1, 

Later on, in 1897, Sll George Eliot suggested the formation 
of a giant company to purchase all the Bntish coal mines, except 
those owned by iron-masters; and to work tIlem as a unit. He 
laid stress on tIle undoubtedly'inordinate wastes involved tIlen, 
as now, in marketmg coal competitively; and in necessarily 

I See above, p. 509. The Enghsh coal trade has nearly alwaye been full 
of epISode. It was regulated now m the mtere.ts of the naval strength of the 
country, now of operatlves, now of consumers; and monopohes were granted 
on conwtion of paying a tax and selling in London not above speclfied prices. 
Eogrossmg was prolubtted. Meanwlule combmatlons among coalowners, traders, 
and slupowners were constantly starting mto hie. At last the concentratIOn 
of the greater part of the t~n unprecedented demand of London for the ooal, 
whICh could be brought cheaply by sea from Newcastle, bore frwt m the forma
tlon of the Vend m 1771 (even earher, accordJng to the H. of C ComDllttee of 
1830). A central comDllttee watched the market, and demded at the beginnmg 
of eaoh month how much should be offered at Newcastle for sale in London. 
Exports to the ContInent seem not to have been controlled. A start was made 
WIth 800,000 Newcastlll chaJ.drons (about 2,000,000 tons) as a nommal basis; 
and there was asmgned to each colliery a quota on thIS basIS. Say the nommal 
quota of a collIery was 20,000 chaJ.drons: 1f then for any particular month the 
Vend was fixed at 60,000 chaldrons, it would be entltled to a fortieth of thIS, 
I.e. to l600 for that month. Each oolhery fixed its own PQces in Newcastle 
for the year at whatever level it chose: but It mIght not change durmg the year 
The sluppers seleoted their own coal, and sold at wha.t prices they chose. A 
eenes of COmmISSIOns of mquiry pomted increasmgly to the behel that the 
London consumers! best proteotlon lay m the growing com petltlon of other 
coal fields, and thIS was lustlfied by events The pretence of the Vend to 
steady prloes was not seriOusly regarded. It sold cheaply abroad: Its coaJ. could 
sometimes be had m Petrograd at haJ.f the London price. Its story has been 
told many times. Its close 8lDI1larlty to the modem cartel is emphaBlzed m 
Cohn's Ge&eA>eAte deB Yerkellr-t0e8en8, wlule Its pIcturesque side is best seen in 
Alae pherson' I .A nnal8. 

19-5 
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m, XI, 3. leaving coal unworked near the boundaries of adjacent mines. 
A high limit was to be assigned to the profits which the trust 
could divide without the sanction of the Board of Trade. The 
project received much favour: it was abandoned mainly on 
account of difficulties in detail. But amalgamations have long 
been in progress in South Wales; where the steam coal is of 
such excellence as to have a high monopoly value, especially for 
_naval usel • 

Stress has sometimes been laid on the apparent paradox 
that, while many German cartels owe much of their strength 
to Protective duties on competitive imports, the strongest 
German canel is concerned with coal, Which has no such Pro
tection. But in fact coal is defended by its bulk: and the 
prices of coal along the banks of the Rhine and the Elbe are 
governed, not by the fiat of the Westphalian Syndicate, but by 
the prices of British coal, including the low cost of bringing it 
by sea and river. Its case is in some measure representatlve of 
salt and cement-two other products of the earth, which contain 
but small value in considerable bulk'. 

1 See Th£ Brlt.8h Coal Trllik by Prof. H. 8. Jevona, pp. 31'7 to 334. A large 
and suggestive oha.rt of the va.rious fusions, and commumties of mterest of the 
Cambnan Coal Combine, before its recent exteDSlODB, is given in the Federal 
Trllik Commt88Son', Rep9rl on Cooperati/m ill Amencall Export Trllik, voL I. 

p. 344. SIr George Ellot's soheme was oommended by Prof. Brentano at the 
KarteJlell-Enqu€le (Kontrad.lc!or18che Verhandlu'1l{le1&. voL L p. 749). The chlIi· 
culties that have oppoqed the formatIOn of effective permanent asSOCl&tions in the 
British coal trade m recent years are set out by Carter, I.G. pp. 223-240. 

• The Portland Cement Manufacturers' Association has somethmg approach. 
ing a monopoly for the finer sort of cement. But Its common sorts can be made 
so cheaply in so many chstncts, and Its cost of oarriage is so heavy, that many 
soattered works for producmg them long mamtained some pa.rtJ&l local mono· 
poly. The movement for amalgamation however contmued and was nearly 
completed during the war. Its large resources are however used constructively 
rather than combatively. It educates the publlo in the uses of cement. and 
small producers in the techruque of their work. Compare above, p. 571 fn. 

Salt is the only Important material, other than coal, of which Bntain has 
a predominant supply. It has given rise to a good many semi.monopohstic 
ventures m heavy chemioal industries, based on it; some of which have not 
prospered. The success of the great firm of Brunner and Mond appears to 
refleot high techmcal skill and buamess ability. combined With a moderate and 
steadfast pollcy. 
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4. Plasticity 0/ structure throughout tlte steel industry. III, XI, 4 

Oonflicts and harmonies of interest among t'ts several stages. 

The steel industry is so manysIded and various, and yet its 
several stages and branches are so closely associated, that their 
mutual relations afiord, in Britain as elsewhere, an epitome of 
almost every kind of amicable associatIOn and combative com
bination. They call for strong facultIes, careful study and alert 
action. No nation has undisputed preeminence in them. 

If an engineering firm anywhere needs a cutting tool 
that will bear an extremely high temperature, he must buy it 
from Sheffield: and yet the tungsten used in it has come chiefly 
from Germany; though Germany owns little of the ore from 
which tungsten is made, and nearly half the known supplies 
of that ore are in the BrItish Empire. Again, German cutlery 
made largely in standardized shapes, which are struck out in 
the rough by powerful macrunery, can be sold for common uses 
in Sheffield itself; and this result is partly due to British 
adherence to old tradItion: but yet Sheffield skill makes fine 
cutlery of such excellent quality that none can surpass it: 
perhaps none can equal it. Sheffield is the home of some of 
the most delicate of British steel industries; and also of those 
which are beyond the range of any but a mammoth business: 
and Sheffield is in all these respects an epitome of ~ritainl. 

It has already been observed that the steel industries are 
of exceptional interest, because they constitute a group, each 
member of which is a chief customer, and often the only cus
tomer of several other groups. If a cartel in anyone stage pur
sues a restrictive policy, the hurt thence arising may spread far 
and wide: but its first, and often its chief, efiects are hkely to be 
felt in the stage of steel production immedIately above it, and 
-m some cases-in the stage immediately below it. Partly, 
for these reasons, a steel busmess can extend vertically upwards 
or downwards without passing into a drlIerent "atmosphere" of 
technique: much of the additional plant, that it will require, is 
likely to drlIer only in detail from some which it has been already 
using, and perhaps even making. And, WIth exceptIOn for the 
first stages of the industry, nearly every class of employee that 

I See above. p. 213. 
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III, Xl,'. is neeaed in the new extension is already on hand. These first 
stages have in eflect become one in relation to some of the larger 
problems of the future: for the economy resulting from their 
fusion must gradually overbear all resistance. And yet a man, 
who has inherited a fairly good business in anyone of them, 
cannot be blamed very severely if he is somewhat slow to realize 
fully how much it belongs to the past. 

1];his is no doubt an extreme case: but other stages of the 
steel industries aflord similar, though less striking instances of 
the increasing need whiclL. the present age creates not only for 
a broad view, but for a longsighted view of business problems. 
Courage is misapplied when it struggles against the inevitable; 
as happens sometimes when British iron-masters remodel old 
works, although they cannot be brought up to the level of modern 
technique without being recast by aid of additional capital, and 
on a larger scale. In this connection our attention is called to 
the {act that "the United States Steel Corporation, which alone 
controls an output of iron and steel greater than the whole 
production of the United Kingdom": and the vast Thysscn 
Company of Germany, are abandoning the practice of recon
structing a works that has fallen behind. They allow it to plod 
on, while they set up new works of the most adv,anced model 
to take its place: when that is ready, the old is dismantled, and 
either reconstructed entirely, or abandonedl • 

Somewhat similar cases occur in other industries: the IImall 
miller long fought bravely but hopelessly against the giant flour 
mill; and the small dyer against the giant dye works: but their 
contests were as hdpeless as that of the hand loom weaver in 
contest with the power loom. And yet their fate may have been 
in some measure better than his; for in many industries, when 
the small employer abandons his own works he may hope that he 
will be ere long" found as a high official of large limited concerns . 
.•. He may not ha.ve the hope of large pronts: but he undoubt
edly has great uses, in his readiness to adopt and try new things 
-in the application of his inventive genius, and in the practical 
knowledge that he himself acquires, through actually working 

1. Report oj /I CommiUM on cAe J/fMilion oj cAe iron 11M .teel tradu II/ter t.Ae 
war [Cd. 9071], 1918, p. 20. This is 0 .. of. aeries, u to whtoh some general 
Nma.rka will be found on pp. 1301-4 • 
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in his own shops and in daily contact with his own men. It is III, XI, O. 

to be noted that many of the men at the head of great works 
to-day, in the capaCity of directors, have only a theoretic know-
ledge of the works they direct, as compared with the practIcal 
knowledge which theU' fathers and grandfathers had before 
them1." ThIS is one of several ways in which the individuality 
of the small business man remains an important asset. More-
over, there are good grounds for rejoicing in the fact that the 
progress of technique, wlule pushing him out of the main track of 
many industries, contmually opens to him new opportunities, if 
he" will apply energy and resource to developing some speciality2. 

5. Rlustrations drawn from the steel industry of the 
national interest -in the standardization of products, the 
intensive specialization of businesses, and the maintenance 
of open markets. 

The advantages, which a business derives from vertical 
expansion, are chiefly in regard to the organization of Its work, 
and to the economies of marketing. As a rule it obtains few 
additional economies on the technical side of production: for 
there results little or no increase in the resources of plant and 
skill whICh it commands for any particular task. But ~t can 
so adJust the output of its lower stages to the reqUU'ements 
for material of the upper stages, that scarcely anything needs 
to be bought except for the lowest stage; and scarcely anything 
needs to be marketed except from the highest stages: while in 
the specia.l case of a steel business, as has already been ob
served, it is often possible to shift temporarily some labour and 
some plant from work for one stage to work for another. In 
any case the higher stages can rely on the qualIty of the 
material supplied from the lower, and on its adaptability to their 
wants; especially if "planning" and "routing" are organized 
scientifically3. A steel business may even transfer some plant and 
some skill permanently from working for one stage to working 
for another; when the adjustment between successive stages 
is upset by changes in the proportions of its various products. 

If the business is sufficiently large to contain several sets 

1 Bepol1 Oft the E1I4111eermg IrAlkl a/lei the war, 1918 [Cd'. 9073]. 
I See above, pp. 244-9. • See above, pp. 369-3.7s.. 
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llI, XI, 5. of organizing brains of the highest quality, each stage may 
attain to the highest efficiency. But such conwtions are very 
rare: and, on the whole, the elasticity of national energy seems 
likely to be better advanced when each stage occupies the whole 
attention of a strong enterprising business. When the total 
stock of brains of the highest originating and constructive 
facul~y in a business is not very large, the interests of the busi
n!l~g""and the country are likely to be best served, if its whole 
energies are concentrated on a range of tasks not too large and 
wverse to be completely grasped by one set of mmds. 

Variations in proces~ and in product can then be tried 
without stint, even though a successful issue will effect only a 
small percentage of economy: and new ideas, at first crude, 
may germinate and develop, till they become important ad
wtions to economic strength. So vital to Britain's prosperity 
is -the maintenance of full freedom for horizontal, rather than 
vertical expansion, that the country has a deep interest in 
defendmg 'the home market for everything, that a manu
facturer may desire to purchase, against an artifiClal manipu
lation of its prices by a cartel. 

Britain's open markets supply the shipbuilder with reason
able security as to his purchases: and so important is that 
advantage that, as we have seen, Germany exempts steel for 
ship-building from import duties. Lord Furness tells us, indeed, 
that .. the shipbuildiBg firms on the [Bntiah1 coast buy many 
details in this country cheaper than they can themselves pro
duce them, and yet the manufacturers of these details make 
very substantial profits. This they do of course by specialized 
production and concentrated management." Engines and boilers 
are built by each firm to the requirements of various classes of 
ships. "Each builder has some points of excellence, which in 
combination would ... tend to place British construction on a 
higher plane in the markets of the world. Each has an ex
pensive staff producing designs and patterns identical with 
those of ita competitorsl ." 

1 From an address dehvered in 1908, see Appenrux II to Levy', M(1JI(Jpolg 
flM OompetlltOft, ProgreS81ve eta.ndardizatwll Ul the steel Uldustnes ta deittlllilod 
above, Il, m, 4.. 
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StandardIzation of yarts can of course be carried very much III, n, ii. 
further than can that of the whole of a great complex, such as 
a ship. But the extent, to which a shIpbuilder can rely on a 
prompt supply at reasonable prices of various classes of material 
or component parts that he needs, depends in a measure on 
the standardization of the general type to which he is working. 
This standardization had been carried far in individual works, 
before the war, of course chiefly in regard to cargo vessels. The 
North-east Coast InstItution of Engmeers and Shipbuilders has 
been engaged on a genuine task of constructive cooperation while 
drawing up a "guidance specIfication": and, of course, in any 
type of engine, where the general deSIgn is similar, the habitual 
adoption of such a specificatIOn would greatly diminish costsl • 

The lack of cooperative standardization in BrItish industry 
is conspicuous in regard to locomotives. Every considerable 
railway has its own models, though the materials are to some 
extent standardized; and it makes nearly all its own engines; 
partly because a raIlway is able to borrow money for extensions 
at exceptionally low rates2• 

Passing to another aspect of the problem it may be remarked 
that the electrical industry owes much of its progress to a few 
giant businesses; but there seems reason to think that con
structive cooperation in regard to standard details and other 
matters might hasten the specialization of the numerous works 
engaged in it in Bntain now3• SImilar constructive cooperation 

1 Tlua paragraph JS reproduced in substance from The Reporl oJ the Com
m,Uee 01& 6}lIpptng ana Bh,pb, .. ld'ng .naU8t1'les, p. 33; where It JS urged that the 
Government .hoald appomt a Standards Comnnttee of Slnpowners, Slnpbwlders, 
and Marme Engmeers to carry the work further. It JS recognized that local 
and other vanatlOIl8 in the work to he done will reqmre the number of standard 
types to be cODSlderable. 

• See above, pp. 322-3. The CommIttee on the Engineering trades reports 
[Cd. 9073], p. 12. that it would be well that "the ra.llway oompanies shoald 
themselves agree npon a hnnted number of types for thBlr own use, and pro
duce them to a hnnted quantIty in their own workshops, givmg to the manu
facturers in thJS country a reasonable share, at competItave pnces, of t!&e types 
req U1red· and thus obtaming a rehable check on their own cost of productIon." 
The uDlficataon of l"a.llway control, whether under Government or otherwISe, 
woald stay the wastes that are caused at present by the lack of standa.rdIzataon: 
but It woald increase the need for la.rge 10dependent locomotIve works; 10 order 
to proVIde some check on the wastes and 10eptItude of a huge org&lllZatton, winch 
bas nothmg to gam by alert and eaononno methods of work. 

• l'he Comnnttee on the EloctrIcal trades reports [Cd 9072], p. 8, strongly 
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III, XI, 5. has done much, and may do very much more, in developing 
agreements as to standardization, which will enable firms of 
moderate size to specialize on the production in vast quantities 
of particular component parts of machines in large use by 
manufacturers, or in yet larger use by the public. A suggestion 
has indeed been made that some of the munition plants, set up 
by th~ Government during the war, should be sold on easy terms, 
sub~ct to the condition that they should continue intensive, 
variously specialized work, similar to that for which they were 
set up. Such, for instance, might be "the manufacture of ball
bearings, piston rings and spinning spindles .... A motor-car 
manufacturer can buy, cheaper than he can produce them him
self, his yearly output of, say, 1000 engines of three or four sizes 
from a specialist producing ten or twenty thousand of the same 
sizes for ten or twenty car manufacturers. Or take a machine
tool manufacturer, producing a collection of 500 machines of 
various designs in a year, who has hitherto been in the habit 
of making all their levers, pulleys, gear, and hand wheels. He 
may have some automatic or semi-automatic machines for pro
ducing these goods, but a specialist producing such parts for 
the trade can supply a superior article at a lower price l ." 

Specialization of t~is kind is generally effected automatically: 
but we are told of a notable recent case in the machine-tool 
trade, in which it has been deliberately organized. Ten firms 
have agreed that, while setting up a common selling agency, 
they shall retain individual independence, on the understanding 
that eaeh will limit its production to a single type of machines. 
This plan seems likely to prove of great national benefit, if 
generally adopted, with due provisions against excessive mono
poly prices. Under a Protective tarif the economy resulting 
from the specialization would probably not suffice to prevent 
the plan from working against the general interests. 
in favour of the" amalgamation ... , or the development of the practioe of 8BSOci ... 
tIon for common purposes" m order to obtam thiS end. It does not however 
scem necessary that thIS association should extend muoh beyond the organIZed 
study and development of standards. 

1 See the T.mes Engnlunng Supplement, January, 1917. 
• The followmg details of the plan are given m the Timu Enginemng 

Bupplemem for June, 1917:.:.... .. the two Bmnmgham firma will oonoentrate on 
the produotlon of bght rachal dnUmg machmes, certain II1ZtI8 of milling machmes, 
IIoII.d capstan lathes. The Manohester.firma will piovlde gnnchng machmes (the 
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The experience of the State in organized specialization of III, "I, 5. 

work during the world-war is helpful, in spite of the exceptional 
condItions under which it has been obtamed. On the finanCIal 
side indeed little can be inferred from it: for the State being 
sole producer and sole purchaser has had no expenses of mar-
keting, and little reason to consider whether its products might 
be left on its hands. Necessity has ruled: and the future value 
of its factories has not needed to be estimated by skilled account-
ants in order to make up-scientific cost valuations for its output. 
But its experiences on the technical side are suggestive. , 

Its new works have been scattered wide over the land, partly 
in order to tap new sources of supply of labour suitable for 
repetItion work. The fact, that it dId not find much need for 
gigantic individual establishments, tends to support the opinion 
that standardIzation, sp'ecialIzation and thorough organizatIOn, 
~ether _autom.Jl.~ic OJ: dehber.a.te~2,!!.!;~~y enable a mu!
m.!:~~slne~!.ILC?f..!!l~ra~si~~ to a~ nes eyef,J nn~ 
portant effiCIencI, an!i.economl that appear at first sight to 
2!l!2!l.ujt()lu~iW-to .gian£pusmesses. trut That ii'ifereiice 
might carry too far, unless full account were taken of the con
centrated power of study and experimentation on a vast scale; , 
which lies at the back of orders gIven to t4e munition factories. 

Thus again we are brought to .!he tact that thougPt, inltia~ 
and""KhOMedgl! atl! tM most P2.werful implements of production. 
tn reTatively small ~rk, such as-that of chemIcal dyes· and 
optical glass, the main responsibility for them may well rest 
with a few giant firms: but in larger work they belong to the 
world as a whole. No one country can make great advances 
in it in secret: alert rivals are soon able to select the best 
points in any new departure, and perhaps to improve on some 
of them. And yet a country, that is content to wait upon the 
new knowledge acquired by others, will always lag somewhat 
behind; and her products will hardly obtain full credit, even 
when in fact they are made according to the most advanced 
technique. For this reason, among others, it seems that the 

work of ODe firm), millmg maohlnes, and boring nnlIs. The Habfa" shops will 
produce heavy radial drillmg machmes and the hghter sizes of Blotting and 
planmg machines. wlule the Scottish firms will manufacture the bghter lathes 
and heavy sIottmg, planing. and other machines." See also ahove. II, IV, 4. 
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III Xl, 5. growth of a considerable number of great firms in all heavy 
industnes, and especially in heavy steel industries, is to be 
welcomed: the present age offers ever increasing scope for large 
experiments, of vital importance to progress, which cannot 

,easily be arranged cooperlltively; while yet they involve out
lay and finanCIal risks too heavy to be borne by any but a giant 
business. 

Tv conclude :-such a growth will of course tend to impair 
the supply of that individual initiative,. which is by far the most 
iIpportant element of national wealth: but that tendency may 
be relatively slight, if an open field be kept for small businesses 
in approprIate industries. An important means to that end is 
constructive cooperation in every fittmg matter; and especially 
in such standardization as will enable the small man to work 
for an open market. Of course the standardization must be on 
broad lines; partly because an exceptionally large part of British 
manufactures is designed to be sold to peoples of widely differmg 
habits and 'requirements: and partly because some element of 
variety is an end in itseU in regard to many things designed 
for personal use; while it. 'dominates nearly all that aim at 
artistic distinction. 

Moreover the cau:ses, which have impelled American and 
German steel industries towards extreme aggregation, are at 
work in Britain. The recent Committees on the iron and steel 
trades, and on the engineermg trades, recommend severally 
"that British iron and steel manufacturers should be urged to 
form combinations for the purpose of laymg down large and 
well-designed new units"; and "that in the interests of the 
country the engineermg manufacturers be encouraged to work 
together in larger units, either by amalgamation or by jomt 
pooling of resources, by specialization of production, and by 
organization of export sales, and for the purchase of raw 
materials." There seem to be solid grounds for these recom
mendations, at all events in regard to some branches of the steel 
mdustry. It will be urged later on that many developments 
thus indicated, are measures of constructive cooperation, free 
from any suspicion of danger to public interests; though others 
are in some danger of being perverted to antisOCIal purposes. 
They are thus representt\tive of British temper: which is not 
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addicted to militant aggression, but yet sometimes drifts in nr. XI, 6 

that direction under the pressure of circumstances, and without 
tnat deliberate harsh purpose which has been prominent in 
some German eartels; for indeed self-analysis is not always 
c<>.nge~.a~!~ th~ ]!!!;~~h.J>_usiJl.esa man. 

6. A monopolistic tendency in a branch of a great 
industry, the highways of which are in genercd free to all 
comers. 

In the cluef branches of the larger textile industries each 
considerable factory contains several similar groups of rooms; 
so that it might be split up into several factories with httle loss 
of technical efficiency: thoug4 there would of course be rel~tive 
losses in the costs of management, of buildIng, of power (unless 
power were obtained from central electrical works) and in other 
ways. Three chief processes indeed-that of wool-combing for 
making worsteds, and those of dyeing a~d finishing-cannot be 
thus subdivided: so they are generally renutted to speciahzed 
businesses and these have some opportunities for semi-monopo
listic policies; as to which sometlung more will be saId a little 
later. 

The cotton industry generally offers no special allurements 
to monopolistic enterprise: but yet Coats' busmess, entIrely 
British, has an exceptional claim to be regarded as having 
cosmopolitan dominion. Its strength is based in great measure 
on Lancashire's advantages, both on the physical and the human 
side, for the apparently very simple tasks 01 making fine cotton 
yarn and convertmg it into thread: she combines indeed an 
admirable climate for the purpose, and unique manual skill and 
organization 1. 

The simple art of making cotton yarn into a thread strong 
enough to take the place Qf silk and linen threads seems to 
have been set up early in the eighteenth century near Paisley. 
It quickly spread among humble folk; and, early in last cen
tury, two considerable firms were set up there to carryon the 
business: they soon united their forces, a1J.d they gradually 
absorbed nearly all tp,eIr competltors. The great combination 
thus formed seems to have been managed With ability and 

J Tlue subjeot will be further conmdered 111 the next chapter. 
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III, Xl, 6. moderation. Its trade-marks have immense value; because as 
has already been noted, the mischief done by using inferior 
sewing thread would often be immeasurably greater than the 
price of good thread; and the ordmary purchaser cannot judge 
its quality by inspection. It has definite working alliances with 
the only other great British thread business,-the English Sew
ing Cotton Company,-with the Fine Cotton Spinners' and 
Doublers' Association; and with the powerful American Thread 
Company. The "Thread Combine" thus formed is the outcome 
of consolidations' of several groups of firms of moderate size, 
dominated in great measure by the giant businesses of Coats. 
n makes no immoderate use of its monopolistic power: but yet 
some of the measures by which it fortifies its monopoly are 
perhaps more harmful than appears at first sight: and we may 
pause /l; llttle to consider them1• 

Its home trade is very much smaller than its foreign trade; 
and it can use either. part to assist the other financially and 
otherwise. It has factories in several countries; and in others 
it sometimes puts a. stop to troublesome competition by a threat 
to set up factories of its own. Its excellent organizatlOn of 
production and marketing enables it to make vast profits, while 
selling at prices that leave no very large margin above the costs of 
a rival.' It might then be supposed to be above the temptation to 
resort to any expedient which is open to crIticism2• 

1 See p. 403. The two great firma of Coats and Clark were fused early in 
last century: and other firma were subsequently absorbed; though many of 
them continued to work in partUl.l independence. The task of marketmg 18 

committed to .. powerful Sellmg Agency. It even undertakes the marketmg 
of the Enghsh Sewmg Cotton Company, whose products are similar to Ita own, 
though not generally in dlreot competition WIth them. The producta of Lister 
and Co., though dUIerent in kmd, appeal to the sa.me retllJlers; and are alao 
marketed by It. 

a It commonly divide8 thirty per cent. on its ordmary shares: nearly half of 
its capital is in preferred shares at the almost unprecedented rate 01 twenty 
per cent. In defence of this result of course it IIllght plead, that 80me other 
busme8sea are in effeot yieldmg dividends on their origmoJ capItal at very high 
rates: but have aVOIded the appearanoe of domg it, by enlargmg thea 1I0mmal 
capitaL Its practioe of reta1DlDg, on various 80rta of threads, the names of 
many firD18 which have been absorbed by it, oau.ae.e 80me conaumers to suppose 
that they have a choioe among the products of many competitive firms; and 
are thU8 proteoted. The Committes OIl Trusts, early in 1920 criticised its methods 
severely. Its VIgorous answcr 8Uggesta that further 1l1vestlgal.1on may be 111-
atruotlve. 
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But in fact it makes use of a modified form of that "tying III, XI, 6. 

clause," which has been a prominent and most evil weapon of 
monopohstlc power in America; and has been vigorously com-
bated in the interests of the public. Coats' well-earned repu-
tatIOn for thorough and honest work has caused consumers to 
prefer its" goods to others at equal prices: and therefore a firm 
which has not yet convinced the public that its goods are 
thoroughly to be trusted, is compelled to offer them at a rather 
lower price; being of course content with a lower rate of profits 
than that which is earned by Coats' goods. If the young firm 
could prove to the public that its goods are, at all events, so 
nearly on a level with Coats' products, that they are worth 
havmg when sold at a rather lower rate of profit, then it could 
gradually obtain a place in the market. But Coats refuse to 
supply any dealer who gives such a firm the chance of doing 
that; and this action Beems to infringe the spirIt of the Common 
Law, which prohibits the entrance to the highway of business 
from being blocked by a giant aggregationl • 

The name of Coats has dominated this mighty growth: but 
its case is exceptIOnal. Nearly all the great aggregations in 
the textue industries have grown out of understandings, passing 
mto federations, and ending in fusion. This general tendency 
has already been noted as especiaUy strong in such industries 
as those of combing wool, and bleaching, dyeing and finishing 
textile materialsB• For each such operation requires generally 
but little time in the hands of a highly expert staff, equipped 
with large technical apphances: the market value. of an expen-

1 The Drapers' Chamber of Trade is S8.1d to inS18t on uw:formity of retail 
pnces. Perhaps they are nght so far as thel1' own mterests are concerned, 
In Spite of the fact that thel1' profits on handlmg thread are naturally low 
relatIvely to those on most other branches of thel1' trade. But the huge profits 
of the Coats' aggregatIon owe nothmg to tschwcal eoonomles of massIve pro
ductIon; and the Drapers' rule, whIch ill efiect obstructs the entrance to the 
mdustnal hIghway of firms, who Dllght supply good thread made by the best 
apphances, bemg content With a lower rate of profits than that of Coats'. IS 

pr.ma facIe opposed to the pubho mter6.t. . 
• See above, p. 232. But mem fUSion, WIthout thorough organizatIOn and 

strong oentrehzed oontrol, may bnng dlSaster: as is shown by the strange 
story of the early days of the Cahoo Pnnters' AssOCIatIon. A strong Com
IDlttee mveatJgated Its afi8.lrs; and made moommendetJons for its m-orgaruza
tJon, wblch form a olasSloal document. See Meoroaty, 'Co pp. 144--152 and 
360-387. Mom recently its came. has been fairly luccessful. Its Chairman, 



698 AGGREGATION, FEDERATION, COOPERATION: BRITAIN'S PROBLEMS 

III, XI, 6. sive material is much affected by the efficiency with which it 
is performed; and textile manufacturers gain by paying to a 
central Association a price that may yield it a high profit, while 
being less than their own cost for doing the work themselves 
less efficlently. The tasks are too various to be easily brought 
under a standard price list by a federation: so they afford ex
ceptionally favourable fields for giant amalgamations. 

speaking on 15 September 1920, claimed that Its powerful organization had 
obtained good results, espeoia.lly m marketmg at great distances. But he added 
that "the recent mergmg of the two prmcipa.lJirms of Enghsh colour makers 
moo one highly capita.hzed corpora.tlon ... was to the advantsge of neither the 
oolour.ma.kmg nor the colour.consummg trades .... Our objection has from the 
first been tha.t any scheme allning finally at the concentra~lOn of the dye. making 
works of the country roto one monopohstlo enterpnse would, in practioe, dis· 
organize the working mechanism and Il8prd de corps of the firms amalga.mated
it would mcrcase the overhead workmg costs, aWle that healthy nvalry wluoh is 
one of the m&m roducements to economical, effioient, a.nd progre881ve workmg, 
and funush the opportunity for pnce mliatlon irrespective of manufa.oturiug 
costs. We are gla.d to note tha.t our vIew' IS gaining a wider pubho recogrutlon 
tha.t the foundatIOns of dye manufacture must be broa.dened d the ma.Xlmum of 
effiolenoy in produotlon is to be aeoured." 



CHAPTER XII 

AGGREGATION, FEDERATION, AND COOPERATION IN 
BRITISH INDUSTRY AND TRADE, CONTINUED 

1. Some British textile industries have developed ~ent III, XII, 1. 

standardization and specialization almost automatically. 

The broadest, and in some respects most efficient forms of 
constructive cooperation are seen in a great industrial district 
where numerous specialized branches of industry have been 
welded almost automatically into an organic whole. 

The preceding chapter was mainly occupied with the sources 
of the strength of some giant British businesses. The present 
chapter and the next will be chieflj devoted to various forms of 
cooperation, in which there is some constructive purpose; though 
the desire to get the better of others in buying or selling plays 
a considerable part in many of them, and develops a strong an~ 
even antisocial temper ill a few of them. Associations for the 
purpose of marketing are known to be specially prone to such/ 
morbid development: and it is important to insist that they 
nearly always do some important constructive work; and oft~ 
do no other. The last chapter will indicate the general bearings 
of the present work as a whole on the methods by which existing 
institutions may best be modified and applied for the har
monious development of the faculties of the people, and of their 
material advantages. ' 

It will be well now to call to mind the facts that (1) the 
partial standardization effected by custom has effected much 
automatic organization of industry: (2) this organization in
cluded speciahzation, which in large measure dispensed with 
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III, xu, 1. the necessity of any complex arrangements in each individual 
busmess, since the exlernal economies, which even a small 
business thus obtained, were generally far more important to 
it than those which the largest business in the world could 
obtain by its own efforts: (3) recent devE'lopments of standardi· 
zation have greatly increased the security with which a. business 
caJil. rely on getting whatever partly finished materials it needs, 
proVided the market for them is open: (4) German experIence 
shows that. the organization of a cartel is possIble only in in
dustries whose products are in great measure standardized; 
and that the fear that the prices of materials, which a busmes8 
needs, may be artificially raised by cartels- inclines it to extend 
its operations vertically, even when that course would not other
wise appear desirable!. 

!Britain was indeed the chief home of the automatic co
operation of many industries; as it was also of the reasoned 
analysis of the" natural" tendency to such division and organi-

,.zation of 1abour as is needed to make it collectively effiCIent. 
"Observe the accommodation" say~ Adam Smith .. of the most 
common artificer or day labourer; and you will find that the 
number of workers, who have contributed to it, amounts to 
many thousands2." I.n the present age industry is so complex 
and products are so subtle, that "hundreds of thousands" may 
be substituted for "thousands." And it may be added that 
almost every branch of industry in a western country depends 
directly or indirectly on hundreds, if not thousands of other 
branches, at home or abroad, for various parts of its plant and. 
material. In one sense the whole world, in so far as it is in 
touch with we/ltern trade, is a single workshop: in a much 
fuller sense every compact industrial district is one. 

The modern methods of massive manufacture were pioneered 
by the textile industries, chiefly using wool as their material: 
and their advances in automatic organization in England, 
especially during the seventeenth and eighteenth centuries, 
have already been studied3• We may now tum to LancashireJ-

.c 

1 References in connectlon with these four points are:-{l) pp. 196-200; 
(2) p. 167; (3) pp. 221-234; (4) pp. 547-1)49; and 557, 658.. 

• Wealtll 0/ Nations. Book L ah. l-
I Above, X. JII, 6 and Appendut O ... 
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~re may be seen perhaps ~!lJ>!l~'present instance o~on- III, XII, 1. 

clll!.trated orga.mzatlOn maIllIy autom c. Nature had favoured 
Lancashire Wit goo access to the sea, to coal and to tron; 
and also with a climate remarkably suited to the great cotton 
industry, Moreover the characler of the population fitted them 
to develop the engineering industries. Thus makers and users 
of textile, and especially cofton, machinery have had nearly 
all the' advantages of concentrated effort that could belong to 
a population of more than a million persons in a single com-
POSIte business; while avoiding the cumbrous network of 
organization that would be required by it. Therefore dealers 
of various kinds flock to Manchester from all quarters of the 
globe; and they are able, by aid of motor cars, to enter into 
dtrect contact with makers of innumerable specialities spread 
over an area of some two hundred square mtles1 • 

.1t "!~,J~e.~~~alll~c.?gnized that the <:!:~ef _~c~~~my . in llro
duction, as distingmsnea from niarkefuig, tllat can b~ !Jffected 
h.i"j}'ear.ter:.oi"_otlier association o(producers, is that of so 
parcelling out th~" demand" for various sorts of the same' class 
bt'}>roducli tnat each business can -speCIaliZe its p1iW.t -Oii a 
-narrow -range of work, and yet keep'it-Tan.nitt!fwith '1>ill' little 
interruption'. This specialization is' Jiowever'11loroug1i.1Y eff;ct~d 

,WUnOU]lC6rlSmous effort in the Lancashire cotton industry; 
and especIally in those branches of it, which are mainly in the 
hands of a multItude of independent businesses of moderate 
size. .As is well known, fine spinning, coarse spinning, and 
weaving are localized separately. Individual firms frequently 
specialize on a narrow range of counts for spinning. Blackburn, 
Preston, Nelson and Oldham are centres of four dIfferent classes 
of staple cotton cloths, and so onl • . 

1 As IS Bet out more fully above. p. 286; see also p. 60. 
a FuUBl' deta.Us are given by Chapman, La1lCaal""e Ootkm Industry. See 

aIao the Ileporl oJ a Departmental Oomnnttee, appo .... ted by the Board oJ Trade, 
to conaicler Ihe posol'o71 oJ the le:rhle indlUltneB after the wat' [Cd. 90701 1918, 
pp.49,60. 

That Committee Is one of several appomted dunng the pressure of the war, 
winch Gover between them tbe greater po.rt of the chief mdustnes of the country •• 
They are of the very hlgbest authonty on the techmcal matters, With winch 
they are seTerally concerned: and of exceptional value to economists. But, 
when regarded from the broa.der point of View of the collective mteresta of the 
nation, they neceasenly lack the safeguards winch would have been Bupphed If 
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m, XlI,t. It has often been remarked that, when any branch of an 
industry is greatly in advance of foreign competitors, it has 
nearly as full opportunity to organize itself deliberately, and 
ultimately to pursue a monopolistic policy, as if it were 
privileged by a Protective tarif: the case of high-class wall 
papers is in point. But automatic organization has predomi
nated in the British textiles, and especially in the cotton industry 
which "by reason of its magnitude and the extent to which 
specialization has been carried, is probably the most efficient 
distributing organization in the world": though it is admitted 
that the alertness, assiduity and knowledge of foreign languages 
possessed by Germans have given them a large place in this 
British task. It is admitted also that the minor textile in
dustries often adopt wasteful methods of marketing: and would 
gain by the adoption of "some form of combined representation, 
or cooperative selling1." 

Trusting almost exclusively to automatic organization the 
British cotton industry has surpassed all its rivals in size and 

the ordinary praotice in times of peace had been possible during the wa.r. For 
then the doors would have been open to duly qua.bfied witnesses, who might 
deSire to offer supplementary or rebutting eVIdence to some that had already 
been gtven (see above, p. (43). That practice seems to be the only thorough 
safeguard agamst such developments of bureauoratIc control, sometime. nnder 
the influence of particular sectIOnal interests, as are specially dangerous in a 
democratic country, such as Bntain is rapidly becoming. A partial safeguard
the best perhaps that was pOSSible dormg the war-was prOVIded by a .trang 
"Committee on industrial and commermal policy after the war," on which the 
several ~cl&l committees were represented; thus proVldmg for the ha.rmomoul 
treatment of their several interests. But those interests 1D the aggregate are 
but a part of the interests of the natIOn as a whole. It often happens that national 
Interests receive more careful attention 1D Mmonty Reports. (or Reserva.tions) 
than in Majority Reports: for the Majority of a ComIDlSSlon or a CommIttee are 
generally ohosen for their special knowledge of the matter in question: and they 
are therefore not always in a. positIon to be wholly impa.rtia.L 

1 The marketmg of cotton goods generally is hIghly epecialized. The 
"shIpper" concerns himself With externa.l trade: "he not only forms Con· 
nectlOns in various parts of the world for dtstnbuting hts yams or goods; bllt 
he fina.noes and conducts these goods through their various processea." That Is, 
he buys goods, bas them inspeoted, a.nd sends them out to be dyed and finished 
on oomlWSSlon. The majority of SblPP~rs speciahze on markets: as for instance 
the Eastern, the South Amencan, or the Levant. Yarn and grey cloth are now 
increasingly mtrusted to specia.l agents; who represent a number of mIlls and 
thus "enable the producer to devote his time almost entirely to works manage
ment and purely industrial questions." (See the Bepurl em Text.zu after the 
War, pp. 117 and 50.) 
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in efficiency. In fact, in those finer goods, which owe most to m,xn,2 

skill and admit of the highest rates of remuneration to labour, 
it is without a rival. Nor are the woollen and worsted industries 
of Yorkshire very much bel!ind the cotton of Lancashire: they 
have indeed many strong rivals in the coarser qualities, and they 
often follow the lead of Paris in fashion goods; but the most 
highly valued cloths for men's attire can be made only in Britain. 
The high automatic organization of these industries, as of the 
cotton industries, is in great measure due to the fact that their 
plant is made in their own districts, with constant intercommu
nicatIOn of ideas between machine makers and machine users. 
Nearly the whole of it is of British invention, and sought for by 
rival industries in other countries. On the other hand the silk 
industry, for which the damp British climate is not well suited, 
is on too small a scale, to be well orga)1ized automatically. Its 
machinery is said to lag rather behind the best practice of some 
other countries; and it is inclined therefore to look for artificial 
aid. Nearly the same may be said of several other minor textile 
mdustries1• 

2. Oonstructive cooperation among kindred businesses, 
whether independent, or in single ownership and under 
central control. 

We have seen several reasons for thinking that~t 
business in s1tQ.ngjlands may do more for the advancement of 
techDique, than is usually done by a number oi..ru:rJJl,lLhusinesses 
~~_>a~3q)!~taggregate_QY.tput;but that on the other hand 
the giant business does, as a rule, comparatively little to edu
cate high creative faculty: and that, though it has exceptional 
facilities for marketing, mucl~ of the most highly organized and 
effective marketing in the world is an almost automatic result 
of the work of a multitude of producers, with only moderate 
capitals, but aided by merchants and other dealers of various 
sorts. ~h~J!l:esent. Section, we, a!~_ to _ co~iq!lUome kinds 
of ~~~at!Jd.. actiOn, \V~~!!. .. claim. in e~':.c~, 1QJW.i.te-.some of , 
the ~d!~n~~ges of these two tendenCIes of industry: after-- - - --- .. ~~ ~ - ~~ -

1 The relations between stsnd&rdizatlon and specmhzatlon in textIle and in 
boot &lld shoe industrIes have been dlsoussed from another pomt of VIeW" above. 
p\>. 229-234. 
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III, XII, 2. w.a.rd~ we shall pass to methods of associated marketing by 
businesses ·"'bien ·preserve complete. indep~mdenclL as ~gard8 
.grod~~on; ~!1:.t unite .~!!:J?!~e!! E?-.. var,!9.us degrees fO~'ya!!Q~~. 
purposes of marketing, some of .!-hic~re_ !Ililita!l~ _a.~ re-
strictive.- - . . 

-W-;"may begin with an instance of pure constructive co-
. operation, without any apparent drift ,to use it as a means of 
maintaining prices at higher levels, than would otherwise prevail. 
The British Pottery Manufacturers' ABsociation bas among its 
purposes" to deal with the quality, supply, purchase, and control 
of raw materials and stores, . where desirable, in the interests of 
the members; to deal with all questions relative to cost and 
conditions of transport; to consider means of facilitating the 
extension of export trade; to bring about closer cooperation with 
the technical arts, and designs sections of the 'pottery schools, 
to promote general propaganda, and to undertake advertising in 
connexion with the industry; to consider the best means of 
encouraging and utilizing improvements, inventions, and patents 
for the general good and advancement of the industry; to deal 
with all matters connected with more economical production, 
including costing; to watch national and local legislation aHeet
ing the industry .... Experts are to be appointed, and assistance 
given to members in overcoming the technical difficulties which 
constantly arise in so complex an industry; and the Federation 
has power to purchase, work, and exploit any patents, secret 
processes, or other improvements in the general interests of the 
members!." 

Cooperative action in this instance does not seem to involve 
centralized control: but it must be admitted that the greater 
part of such action derives its chief coherent force from a cash 
nexus; in the form either of association for the regulation of 
prices, or of consolidated ownership. .And yet mere associations 
for the regulation of prices seldom have much constructive in
fluence: their main energies are given to preventing sales of 

1 "To gIve effect to tbls extensive scheme, the folloWlllg Committees, besides 
Gqneral Purposes and AdVISOry Comtnlttees, are being set up:-Wages and Con
ciliatlOn; Supply and Plll'Chasmg; Oven. Kilil. and Beggar; Transportat.lOn; 
Advertlsmg and Propaganda; Macbmery and Milling; Arts and Designs; General 
Research; Patents, InventJ.ons, and Improvements; and Commercial Intel\Jgence 
andStatJstlcaI." From the Tnrde8upplemenl to Ike T.mu, December, 1918. • 
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certain classes of goods at prices which they regard as unsatis- III, xu; :I 
factory; and they work, not so much for an increase of natIonal 
wealth as for a distrIbution of it specially favourable to them-
selves. 

When the importance of "the personal element" on business 
organization was under discussion, attention was called to the 
far-reaching mfluence of a single masterful mind, making itself 
Celt through well-chosen c.hiefs of departmentsl. But industry, 
in passing from the nineteenth to the twentieth century, entered 
on a phase, in whIch its aggregations became too massive to be 
easily mastered by a single man, even in a country as open to 
new developments as is the United States: and Mr Carnegie, 
a dominant example of such a mastery, handed over his heavy 
burden to the United States Steel CorPoration. There is less 
coheSIOn in the British steel indnstry; and other industries will 
afford illustrations better suited to our purposes. 

The Bradford Dyers' Association is fairly representative. Its 
business is that of dyeing on commission the products of those 
textile industries of which Bradford is the centre!; so its policy 
is not troubled by problems of marketing. It cannot indeed" 
claim very much of one economy, which is Important in the work 
of some similar associations-that of saving cross freights by 
directing each customer to the factory most suitable for his 
purpose: but this is a small point. It gives each of its members 
freedom and responsibility in the management of details; while 
it collects into its own body a strong force of hIgh business 
faculty for organizing the whole and for directmg the broad 
pohcy of each branch. In regard to technical matters, it del&
gates all difficult questions to a capable scientIfic staff. It prO' 
vides a unIform system of costing for all the branches; and it 
buys in large quantities well and cheaply by means of a strong 
special staff. This may be taken as a fair representative of 
the methods of industrial associations, whose main purpose 18 

constructi ves. 

1 See above, pp. 36~3M, especially the footnote on p. 364-
• Notable fUSIOns Ul the BritIsh steel industry are assoolated WIth the names 

of Armstrong; Vickers; John Brown; Dorman and Long; Palmel;.and othel'&. 
• Col>lltruOtlV8 OOOpel atl0n in the inlprovement of methoda takes many 
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m,:m,2. But all such ~sociations have to face a dilemma: on the one 
hand, if the staff of each busin~s, or department owned by it, 
are paid fixed salaries, they may be found lacking in energetic 
enterprise; and the case is not much better if their remuneration 
varies a little with the net profits of the Association. If on .the 
other hand, accounts are kept of the profits made on their own 
work, and their salaries are varied in accordance with those 
profitsl no -direct incentive is given to energetic cooperation 
for the efficiency and prosperity of the whole. A solution of 
this difficulty 'seems to have been 'found in the plan of the 
Calico Printers' Association; under which the "commission," or 
other bonus, allotted to each business, is made to depend not 
simply on the net profit shown by its own working during the 
year; but on that in conjunction with the net profit of the 
Association as a whole. This plan claims to encourage alert 
enterprise, while discouraging any policy of a branch, which 
might be detrimental to other branches. Uniform costing 
accounts can be made a means of indicating relative inefficiency, 
and stimulating enterprise; especially when several businesses 
in the Association are engaged on the same kind of work. For 
a statement of either the minimum, or the average, cost of each 
process, circulated by the Central Control among the members 
will stimulate any, whose cests are rather high, to amend their 
ways. 

Closely akin to this device is the cooperative dis.semination 
throughout all members of an Association, by the Central Con
trol or otherwise, of information as to improved methods, and 
even distinct inventions, that have been worked out by any of 
its members. In so far as this community of property in pro
gress merely brings to the more backward members a practical 

forms. Thus skilled teohnical staffs are kept for thIs purpose by The British Port 
land Cement Manufacturers; by The Umted Alka.1l Company; by Lever Brothel'll, 
and by many others, in whose work sorence pmys an Important rOle. And BlIwlar 
proVlSlon is made, where the work is m&inly meohawcaL Thus the Fine Cotton 
Spmners' and Doublers' AssociatJ.on keeps speci&l experts for deahng WIth every 
part ~f a cotton spmwng mill, who are too expenmve to he employed by a Single 
firm; but are in effect ava.Uable for aJ1. The Bedstead Makers' FederatJ.on induces 
Its members to assist one another's works by oommumoationa for the purposes 
of comparing, ontlcizing and improvmg: and so on. This constructive work 
must be reco~ed as aoeJ&lly beneficlaJ. 8Vi1Jl in those casel in which it is ilOm· 
bined with an antisoci&l price policy. 
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acquaintance with the best technique that prevails in the III, xu, 2 

industry concerned, its effects are wholly good. But though the 
heads of an independent business may be willing to spend toil-
some days and anxious nights in developing an idea, which holds 
out some promise of greatly raising its status: yet the same men 
may be rather supine in such matters, if they know that the 
honour and reward, which may result from their exertions, will 
belong to the Association as a whole. In short, an Association 
is an admirable agent for the dissemination of knowledge of 
technique, and even for its advancement, in so far as that can 
be done by "team-work": but the spread of Associations over 
a country might dry up many of the sources of truly original 
invention. This danger is partly avoided by arrangements 
which seem to be adopted by the Cable Makers' Association: any 
member, who makes a distinct advance in technique, is allowed 
to have the sole benefit of it for a time; or, as ad alternative, 
other members (but no businesses outside the Association) are 
permitted to use it on terms advantageous to the inventor. It 
is possible that German competition, as well as German sugges-
tion, is in some small measure responsible for some deVelopments 
such as that of "The Sheffield Cutlery Trades' Technical 
Society." Electrical manufacturers in their private capacity, 
and through their Association, are furthermg the developI]lent 
of the sciences, in which they are specially interested, by educa-
tional endowments and otherwise; and so on. 

Ae time goes on, such Associations may probably develop 
many-sided constructive functions in regard to technique; espe
cially in connection with the applications of "Scientific Method" 
to broad problems of standardization, and costing. Here Ameri
can guidance comes to the front; and indicates that no correct 
measure of costs can be got by mere inspection of a particular 
operation performed under given conditions, taken in connection: 
with the rate of payment of the operatives concerned. That 
measure is well enough for the short run; but, in the long 
run, the cost of the operation to the employer will be in great 
measure governed by its cost to the employee; that is, by the 
fatigue caused by it. To make such studies much time and 
thought on the part of able men are needed; and the results are 
a valuable property to the whole industry concerned. There-
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UI,XIl,2. fore they may best be undertaken by an Association; and the 
broader the scope of that Association the betterl, 

Similar considerations emphasize the importance of a great 
design to set up a single vast" Association for scientific research 
h relation to cotton and the cotton industry"; which may be 
the forerunner of far-reaching changes in Britain'. industrial 
structure. For it aims directly and exclusively at enabling the 
country to do 3 large part; of her work better and less wastefully 
than she otherwise would do: it has no design of enablmg one 
section of the nation to get the better of others in bargainingll. 

Throughout this volUllle reference has frequently been made 
to the need of associated action in regard to the applications of 
science to industry. The dye industries stand at the head of 
this account: glass and metal industries come not far behind. 
There are a few occasions on which the State may properly 
intervene directly; and the aid which it has given to the 
formation of the colossal "British Dyestuffs Corporation" seems 
a strong instance of this: but in more leisured times careful 
study will need to be paid to some questions connected with such 
a policy. For if public assistance is given to a private corpora
tion in acquiring special knowledge, which has a high pecuniary 

'" Here reference may be ma.de to ElflClency Mel.liotla by!fcKillop. recently 
pubhshed, wluch gives. III compressed form. an a.ocount of scientdie management 
Bwtable to Enghsh conmtions. 

• Although it is not yet fully set up, 110 little may be said about its scheme. 
Stress is laid on the facts that Engla.nd'slead in the industry resulted from con· 
centrated ongmal thought, ma.kmg use of wha.t little aid could be got from the 
science of the time: but that latterly scarcely any great creatlve idea has appeared 
in the industry; though the progress of sClencs has 8uggested many quest1on.e, 
the solutlon of wluoh might render great service. A thorough study of such 
questions would involve very great expense: and, Without neglecting the aid 
that ca.n be got from UDlverBitles and other national resources, a fittIng scope 18 

. offered for large sClentIfio enterprlS0 on the part of the Bnt.tsh Cotton mdustry. 
incluchng "growers, spmners. manufaoturers, dyers, blea.chers, pnnters, lirushen 
and mercha.nts." It IS to collect reports of appropnate 8cientllic work through. 
out the world; and to set out the results in forma adapted for UB8 I>y tbe Ill· 

dustry. It is gradually to develop its own Research InstJtute: and It 18 to 
{oster solid methods of educatlon m the cotton duitricts. It Is to be stoctly 
"ccoperatlve," in that all will eontnbute for the general good. None will seek 
any exclusive advantage for lumself; and its purview Is so broad. tha.t it JOay 
probably develop (Wlth whatever aid can be got. from academic laboratones) 
110 full study of the mechl\U1ca1, phYSIOlOgiCal. a.nd psycholOgIcal elements 01 
stra.m in every impotto.nt operation of the industry. See also p. 597 Do 
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value, some provision must be made for securing that all, who III, xu, 3. 

desire it, shall obtain access to that knowledge on reasonable 
conditions. This matter is difficult, because competitive in-
dustrIes in other countries might endeavour by various means 
to obtam it for their own use, without giving anythmg in return: 
and yet no sufficient provision for the avoidance of undue dis
crimination would be afforded by the rUle that the corporation 
should be prepared to absorb any considerable business that 
desired to have access to its results. 

This is indeed but one side of a. difficulty, which the world 
has in part outgrown, and may outgrow altogether. Even now 
science is so far cosmopolitan, that progress, made anywhere, 
quickly becomes the basis of new advances everywhere. And it 
is possIble that scientafic industries might advance all the more 
rapidly, if an international agreement were reached to the effect 
that every State should endow research for the purposes of 
industry, in proportion to its industrial strength: a.nd proVlde 
that all knowledge to which its aid contributes, shall become 
public at once. A league of all nations for such purposes might 
aid in the building up of a wide international comityl. 

3. Some minor functions of producers' associations. 
Automatic organization is still the chief origin of standardi

zation of product, specialization of task, and the advancement of 
knowledge in relation to industry; and indeed its action becomes 
ever stronger and more rapid. But yet its influence is being 
increasingly overshadowed by those of far-reaching forethought 
and carefully planned organization. A good instance for our 
present purpose is that of cost-accounts. 

Truly scientIfic cost-accounts are indeed not yet in sight: no 
near approach to them can be made by any shght effort; and 
they are not hkely to be attained save by several generations of 
hard work. But the rate of progress has been much increased 

1 In regard to pubho instItutIons for this purpose in' Bntam reference may 
, be made (partly on the. b&Slll of Benn's Trade as fJ Bc.enee, p. 132) to the 

Natlona.l Phys.cal Laboratory, the Leather Sellers' College. the ImpenaI College 
, a.t Kensmgton, a.nd the proposed InstItute of Techn.cal OptIcs at ClerkenweIl. 

Staffordslure has her De8Ign a.nd Industnes AssocmUon, and Manchester her 
School of Teohnology; Leeds a.nd Bradford make speCIal provISion for the 
Woollen IndUlltnes; &nil ao on. Tins mcomplete hat may probably be more than 
doubled 111 a few yea.rs. See also above, pp, 99-102. a.nd 131-135, 

111.1. ~. 20 
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m, xu, 8. by the prominence, which the financia.l unity of many semi
independent businesses under a central control has given to 
flagrant diversities among the methods of cost-reckoning, tha.t 
are to be found even in similar businesses!. 

Another direction in which producers' associations are hkely , / 

to work for the public good is that of reducing unreasonable 
additions by traders to the prices which producers receive. Many 
orthe services rendered by middlemen are of vital importance, 
and are fully worth the costs incurred for them: but in some 
cases, the number of middlemen is in excess of the real require
ments of their work: and they earn goodly incomes by large 
addItions to the prices of comparatively small quantities of 
goods that pass through their hands. Then there is need for a 
remedy,; and none can apply it so well or so thoroughly as an 
association of producers: but this power gives large opportunities 
for action, which benefits particular sections of the nation at the 
expense of others; and thus is often the more dangerous to 
public welfare, the more attractive it is to those who wield it: 
to this matter we now pass2• 

1 This is an instance of the rule that the progrellB of knowledge must generally 
walt on an extension of conscious ignoranoe. (See above. II, XI. 1; also Ap· 
pendix A. I.) The MinIStry of Mun,itiona haa had unusuol opportumtlell for 
compa.rmg, oontr&lltmg, and improving the methode of cost·accounts. 

It is well known that no method of cost·accounts can be perfectly adapted to 
all mdustnell nor even to all busmesses m the same wdustry. But the advantages 
of unnorDllty in this matter are SO great that It mtght be well to set up officially 
several atandard methode, indlcated perhaps by the letters A. B, C, etc. Each 
such method might have several minor vanatloll8, properly numbered in regard 
to specllio pomts: the chief ot these mtght be the methode of d1Stnbutlon of 
partloular Items of general, or overhead, costs among particular products. Suoh 
an order havmg been set up by Government or by other me&rlS. mvestlgatlOll8 
for the purpose of aasessmg mcome tall: etc. would be facilitated by a atatement 
of the partloular standard method employed, and of any mmor variations as to 
specilio points. The Industrml Reoonstructlon Council haa already issued an 
able and helpful paper by Mr M. Webster Jen1wlSon on TM. Worker" Inte7ul '" 
C08tsng: and the Federation of Bntlsh IndustrIea is rendermg excellent service 
to the country by its work towarde a COll81stent system of cost-accounts for 
general use. 

sIt JJJ known for instance that the pricea. wmch makers of wall.papers/ 
receIve from merchants. have sometunes been doubled before they reach the 
deoorators; and doubled again when BOld to the public_ Of course wall.papers \. 
come in varyrng degrees under the cla.ss of f&llmon and fancy goode, in regard 
to whioh the profit on the turnover must be very high (see above, pp. 281-2). 
The enormous addltiona, wluch are m.de to the pnoes of fish receiVed by the 
fishermen. are 10meUmes a.ttl'lbuted to elleotlve combinationa &nlong a IargeJ' 
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4. Associations of producers for constructive work in nI, xu, 4. 

marketing j el¥pecially in connection with export trade. 
The business of marketing in the present age dUIers from 

that of earlier times chiefly in matters of detail: though the 
business of production has been for the greater part so revolu
tionized as to be almost unintelligible to an able industrialIst,. 
even of the eighteenth century, if he could come to hie again. 
But the slowness of progress of marketing has Increased its ap
parent relative "importance," when that is measured by the 
amount of occupation which it affords to the population. The 
new age has set mechanical power to do most of the hard work of 
production. But the burden of marketing must still be borne 
mainly by men: and the present tendency of associated effort 
to become broader, and to' reach further, in marketIng, than in 
making, is in great measure the result of natural causesl • 

tao compelling are the present developments of technique, 
anl' the intensity of international competItion, that prudence, 
as well as courage, calls for freedom for au kInds of association 
that can render important services, even though they are liable 
to be turned to eVll account.) But the larger that freedom, the 
more urgent are the dutics of students to examine, and of 
Authority to control probable abuses of the opportunities offered 

,~ by it: and these abuses are more closely connected generally 
with the operations of marketing, than of production. This need 
for caution seems to be recognized in the guarded statement 
of the Committee on commercial and industrial policy after 
the war, that "It is very desirable that in all important British 

number of intermedianes than the trade really reqUIres. The tIme is not ripe 
for agreements among fishermen to sell only to traders, who wonld undertake to 
keep pnces to retatlers and to the publIo at reasonable amounts: but such tasks 
may not prove too heavy for a later age. Referenoe may agam be made to some 
details of -marketing discussed In Appendix J . 

• The oluef influences of modern teoluuque on the methods of marketIng 
have come through the prmtIng press, through rapId transport, a.nd through 
long distance oommUnIcatIons by telegraph a.nd telephone. 

It is true that in earlIer tImes a large part of the popnlatlOn spent some tinIe 
m marketmg; but nearly every small trader ma.de most of the things wluoh 
he Bold; and was In fact a producer rather tha.n a trader. That habIt has few 
SurvIvals now: few traders produce any cOll8lderable part of what they sell. 
A generation ago the baker differed from most other shopkeepers m sellmg c1uefly 
Ius own produots: but even he 18 now often merely a trader, aellmg wares made 
in a huge factory. 
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lIT, XII, 4. industries there should exist strong, comprehensive, and well 
organized associations, which should be clearing-houses of in
formation of common interest, and should be competent to voice 
the opinions and the needs of their respective trades as a whole1." 

Some of these purposes are served fairly well by..p,hambers 
o£...QQIume,rce, especially such as represent the homes of definitely 
locah£ed industries: and larger problems of industry find their 
place among the manifold affairs of Chambers, when meeting in 
Association. But there yet remain great gaps in the work to 
be done: and accordingly the "Federation of British industries" 
has set itself to promote the formation of representative AssO
ciations for partIcular industries; "to collect them and their 
leading members into a central federation for dealing with 
matters of common interest to all industries, and for mutual 
support"; to allot to each industry or trade a duly propor
tionate "voice in the discussion and decision of questions of 
common interest"; and thus to give effective .. assistance in the 
promotion and development of British trade." The groups, 
which it represents, include the greater part of the adult popu
lation, but they do not include all. Nearly every group and 
sub-group, included in it, has direct interests in promoting 
the importation of some products, and is apt to be more or less 
jealous of the importation of others: but that considerable part 
of the adult population, which is not included, has seldom any 
direct reason for such jealousy: and yet the chief burden of the 
wastes caused by jealousies among the various groups of pro
ducers and ~raders falls ultimately on that large non-vocal group3, 

Britain's industries have a larger concern than those of any 
other country in external trade: and a special interest attaches 
to the work of Associations of her producers for organizing the 
direct sale of their goods through their own agents. The work 
is primarily constructive; though it may develop militant ten
dencies to meet the competition of rival exporterll from other 
industrial countries, 

I [Cd. 903511918, p. 35. 
J The Federo.tlon &1mB o.t developing the efficiency of eo.ch group; &t smooth. 

Illg awa,y any fnotIons t.h&t mo.y arise among groups, or perho.ps sub-groups; 
a.t Bupplymg to Govemment wise and well-balanoed a.dvioe 1D reg&l'd to Its ohOice 
of representa.tives of partloular groups, and mother ,,1.)'11 of n&tiona.J importance. 
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Not long ago Britain's exports, like those of other countries, III, =,4 

were in the main sold at chief ports, or other cities, to local 
traders, who marketed them in detail: and her imports were 
bought chiefly at similar centres. But now improvements in 
the internal communications of even backward countries enable 
an enterprising British or German merchant, or an agent of a 
manufacturing business, to penetrate far into the interior. So 
energetic are the tentacles of trade which each great industrial 
country is throwing out, that no one can long hold his own if 
he neglects opportunities that are thus open to all: and there-
fore the importer must seek to sell his goods ever nearer to the 
ultimate consumer; and the importer must seek to buy his raw 
products ever nearer to the opginal producer. Meanwhile in. 
ternational competition develoPIil in backward countries, as well 
as in those where competition J¥.,s always been active; and the 
trader must be increasingly alei:t to meet rivals who bring to 
bear in the competition a more thoroughly organized energy and 
a larger capitalistic force than tere often met in earlier times. 
He must even be on his guard against oblique strategyl. 

Accordingly America's Feder~l Trade Commission suggests 
that cooperation in her export trade is needed to meet the com
petition organized by the six hun~d German cartels; and by 
associations of manufacturers in variQus British industries de
signed If to handle their busines~ in cerlliliL.imJl.ortant markets, 
and to carry on an agg~sive campaign for its eitiriSlon ...• lt is 
agains1i such organizations as these, uniting powerful groups of 
foreign concerns, backed by great banks and aided by railway 
and ship lines, and assisted by foreign Governments, that 
hundreds of comparatively small manufacturers and producers 
must compete if they engage in export trade2." Therefore the 

1 ThiS may be illustrated by au extreme mstanoe. When the great war 
broke out, a German advertlaing agenoy had bought the 80le oontrol of the 
advertunng space m eighty-one prinCipal Itahan newspapers; together 'IVltll the 
nght to veto, 'IVlthout reason given, any announoement In the news columns 
which might be ellea.greeable to It. Such warfare ca.nnot be met by an Well
vidual producer or tra.der: but ~t may be in grea.t measure met ultlmately by 
orgaruzed efforts 011 the part of allmdustrial countnes; and then all of them 
will be a little poorer than if the warfare had never begun. (See P,mes, Prad« 
Supplement, September, 1918, p. 136.) 

• Report 011 cooperaboll'lI Amencan. Exporl Prade, Part I, pp. 5, 6. See a.190 
an artiole on .. Export problems and Amenoan foreign trade pohoy," by W lIhaDl 
Notz, in Phe Journal 0/ Pol,tteal EC01lOf7l1l, February, 1918. 
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III,:m,4. Commission, while repressing all competition within the United 

States, which" restrains trade, substantially lessens competition, 
or tends to create a monopoly"; yet recognizes that a strict 
enforcement of this principle on American traders might be op
pressive, when they meet the assaults of German and other com
petitors, whose methods are unrestrained. It therefore proposes 
"to allow American firms to cooperate for export and to permit 
th~ -use of certain methods abroad, which are lega.l in foreign 
countries, but are not permitted in the United States." It 
urges that the tasks required in the export tra.de are often too 
heavy to be borne by inwvidual producers; while merchants 
may lack the technical knowledge and special interest needed 
for making the most of goods that lie outside of the ordinary 
course of trade. Cooperative organizations "can afford to 
advertise, to -study foreign demands and customs, to make 
demonstrations,-to collect credit information, and to extend 
credit1!' 

/
1 These considerations tend to show that, if a business desires 
to extend its export trade, and is for any reason not content 

; with the services rendered to it by merchants, it has a strong 
claim to be allowed to unite with others in like position in a 
Federation for the purpose; and that a relatively free hand may 
be allowed to the Federation. 

An agent appointed to control the export trade of a giant 
business in a large market has some exceptional advantages. 
He can have a thorough technical knowledge both of the goods 
which he handles, and of the requirements and tastes of local 
traders and consumers in regard to them. He can recommend 
that certain goods be offered, temporarily at least, at prices that 

1 Accordmgly Congress passed in 1918 an Act ordaining that eXisting laws 
.. shall not be construed as declaring to be illegal an assOCl&tlon entered into for 
the sole purpose of engaging in export trade," ... proVIded its eHect "is not in 
restramt of trade WIthm the Uruted States, and is Dot in restraint of the export 
trade 9f any domestio competltor of such asscciatlOn ••• and does not mtention. 
ally enhance or depress pnces withm the United States of commodltles of the 
clasa exported by it, or BubstantlaJly lessen competition." It orders that when 
the Commission" has reason to believe that any e.ssociation viola.tes the Act, It 
shall require Its officers to appear before the CommISsion; and, after investl. 
gatlOn, to ISBue appropnate recommendations." If they are not adopted, the 
matter is to be referred to the Attomey-(,1eneral for "such action thereon 88 he 
may thmk proper." These details are given, because they suggest lines on which 
Bntain may find It adviaable to mov", in the near future. 
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do little more than cover costs; on the ground that, though they III, Jm, 4. 

have not yet attracted the attention of his market, they are 
Weely to obtain a strong position there, when their use has be-
come fanuliar: and so on. But even a giant business cannot 
afford to have a strong representative in every overseas market. 

A great association of producers may however maintain a 
number of competent agents; though they indeed will not 
always have an intimate knowledge of each of the various pro
ducts committed to them. But, much friction is caused when 
an agent of an association is found to have sold a larger propor
tion of goods supplied by one member of it, than of similar goods 
supphed by another. Even the tireless assiduity of German 
cartels has not fully overcome this dllficulty, except in regard 
to simple half-products, so completely standardized, that a 
Syndicate can become the owner of the whole output of its 
members; and, after selling that in different markets at such 
prices as seem best to it, can di vide out the net proceeds pro 
ratd. 

But several partial solutions of the difficulty are now on trial. 
For instance, in the Engineering industry, some small companies 
have been set up by particular groups of manufacturers, for the 
purpose of pushing some of their wares in particular countries; 
the selection being so made that none of the goods handled by 
anyone are competitive: each manufacturer can give his own 
instructions as to the prices to be asked for the goods. The 
home manufacturer has to give credit: the companies "have not 
adopted the system of merchant houses of paying for the goods l ." 

A bold Ilxtension of this plan appears in the setting up of 
a vast central Association, which is to appoint an "Agent-in
Charge" of each important overseas district: he is to assign to 
particular agents under his control the care for certain products 
of particular members of the Association; subject to the con
dition that no one agent is responsible for two products which 
compete with one another. On that plan each manufacturer 
can Issue what instructions he likes as to his own goodsll• 

1 ReporC Oft Ike eng.nunng Irad., [Cd 9073], p. 19. 
• Tlus 18 the pla.n of the" Bnttsh Manufacturers' Corporatiou," recently 

founded by SIr Charles Mandleberg. "The Agent.in·Charge in eaoh country 
must necessarily be Bnt18b, and possessed of commercial experience and 
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III, XII, 5., Meanwhile trade between Britain and her overseas kindred 
V~s being fostered by "T~!-Commissioners," each of whom haA 

the duty of keeping BritISh producers and exporters in touch 
with the conditions of that part of the Empire, to which he is 
assigned. This important work has a broader, but perhaps less 
penetrating and thorough influence, than the intensive methods 
which we have been consideringl • 

5. The strength. of the semi-automati~ organization of 
export trade by independent merchants: junctions of banks 
in 'relation to the trade. 

Large as are the tasks which may be accomplished by 
Associations of manufacturers, or other producers in developing 
export trade, room will probably continue to be found for the 
services of the merchant in organizing and financing it: the 
merchant may have done in the past much that should have 
been done by the producer; but there seems some danger that 
the pendulum, which has swung too far in one directlon, may 
swing too far in the opposite. 

knowledge of the language and trading customs acquired by previous residence. 
Of high comme1'Olal stancimg, his posItion and prestige would give him mftuence 
in checking chicanery, securmg the best sellmg agents for exclutllvely Bntish 
goods, comma.ncimg the best legal services for members of the Corporation, and 
obtaining advanced news of hkely trade opeDlDgs" He would have .. con
siderable staff: and be "would recommend and appomt selling agents for 
members when desired, either for smgle firms, groups, or combmatlOns, 80 

arrangmg that competmg firms would not be represented by the same agent. 
After appomtment, sellmr agents and manufacturers would conduct their bUSI
ness direct, the Agent-m-Charge only intervenmg In emergenCIes, power of 
attorney being given to him to act m chsputes." Thus every manufacturer 
"would be put into a position for getting into direct touch Wlth'his foreign ous
tomers. He would get to know their preclBe needs on the one hand, and, on the 
other, he would be able to put before them his entire range of products." While 
these remarks were passmg through the press, it was announced that thl8 
Corporauon had been fused With the Federation of BntiSh Industries; see above, 
p.612. 

1 "A Trade Commissioner stationed in any Dominion or Colony, and re
apoDtllble for a particular area, has to make himself fully conversant Wlth:
(1) The Busmess Houses tracimg in his area., as well &II the local manufacturers 
and pubhc boches. (2) The quantity and value that the country purcha.ses of 
arucles which the BntiSh manufacturer 'and merchant can lupply. (3) The 
tariff and oustoms regula.tiona lor goods entering the country. (4) The foreign 
goods competing with Bntish, their method of sale, their character and pnce. 
(5) FreIghts and charges and the compa.ralave ratel! between Bntish porta and 
foreJgt1 porta aervmg his a.rea.." (Tile Board o/Tratle Jou.mal, Apru, 1918.) 
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I 

A great merchant is likely to be a man of larger capacity III, :DI, ,. 

than is generally to be found among salaried officers of a corpo-
ratIOn. The variety of his operations gives opporf;uruty fO\' ~ 
broad stU(ly of character and conditions, Ij,nd is of especial u,se 
in the difficult and important task of deCldID.g where .creqit IJilay 
safely be given: whIle the knowledge, obtained in each class 
of his many-sided dealings, serves him in others. He works 
for gain: but he generally benefits his country. His personal 
connections, as well as his patriotism, incline him to give pre-
ference to home goods, othe.r things being nearly equal. If 
BritIsh producers fall in any respect behind their competi~o,rs. 
it is in their,oWD interest. and that 01 the country, that they 
should be w~med to bestir themselves. Tl}.ere are nearly always 
some producers who are capable: the merchant is specially able 
to select them; and, by so doing, he advances th~ industry to 
which they belong: an alert and wise use of his discJ;etlOn may 
in the long run be of even greater benefit to his country the,n 
to himself. No doubt he sometimes selects products of SOll).e 
country other than his own, as the best suited for his purpose: 
but he is not very likely to do that, unless the correspondj.llg 
industry in his OWD country is either not yet fully developed, q,. 
somewhat somnolent, and in need of a hint to amend its ways. 
It is however true that a special agent may be e;:pected to send 
home some account of the reasons for any preference shown 
to rival goods; and a merchant seldom does as much. 

It is to be remembered that the modem age calls increas
ingly for the concentration of thought, as well as of plant, on 
relatively narrow ranges of thorough speciahzed work: and there 
is therefore a certain presumption in favour of the rlllegation 
by the producer to the merchant of as much of th4 work of 
marketmg as possible. Any reverse movement at the present 
tIme needs to be supported by very strong arguments; and it 
is to be noted that both German cartels and American giant 
businesses delegate as much of the work of detailed marketing 
as is practicable to semi-independent corporations or d~alers: 
also that the merchants that act for German cartels are often 
themselves carlelhzed. Also the multiplIcation of Associations 
of busineSB men must increase the time which they wvert from 
actIOn tQ talking and hearing others talk: it often ha.ppens that 

20-5 
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III, XII, 5. ~le~st~"pr~gre~siye_ of th~m find. mO{lt leisure for _talk, and 
exercise an undue influence thereby. The British habit of con
oontrath;.g the "aay's'Work- int&-"dew hours of high strain in
creases the evil, that arises everywhere from frequent attendance 
at meetings, which must necessarily be long1• 

It is to be noted also that the merchant supplies a part 
of !ilie capital, needed to "carry" produce on its way to the 
ultimate purchaser: and that he has special facilities for sup
plementing his own resources. It is true that the producers 
ras well as the merchants can draw command over capital from 
Lombard Street for the purpose of financing some classes of 
their export trade: but that course is not always available in 
regard to goods sent to a producer's agents in distant lands for 
sale thereB• 

On the whole we may perhaps conclude that there are many 
cases, in which agents of a producers' association may market 
abroad particular classes of goods with more intimate technical 
knowledge, and perhaps with more assiduity than are generally 
to be found in the independent mefchant: but that yet the 
advancement of a country's export trade must in the main 
depend on his judgment and enterprise. 

British banks serve the common interest by drawing com
mand over capital from branches in residentiary districts, and 

1 In one important 08.$8 this delegation has led to an incre8.$8 of concen
tratlOn. For the United States Steel Corporation, haVIng set up a huge corpo
ration, "Steel Produots," to market its products, went further, to inVite inde
pendent steel works to use its serVICes. They have generally adopted tru. 
suggestion; and nearly the whole of Amenoa's steel output 18 sold through a 
smgle channel. The immedtate economy and efficienoyof the plan are obvious; 
but tIme alone can show whether it 18 free from latent dteadvantage. 

As to German practIce, the Report on Cooperatoon In 1M A merWIJn export 
trade (Part I, pp. 98-114 and Part II, pp. 3-89) is exceptionally full of lug· 
gestIve mformatIon. In many cases the merchants, or assoClatlOnl of merchants, 
through whom the sa.les are eflected, a.re so tIed down by regulations as to the 
a.ddttlOnI made by them to the pnces at which the cartels hand over goods to 
them that they may almost be regarded as agents of the cartels. 

• Of course a merchant, who stocks goods on a large scale, may sometimes set 
Ms own brand on them: but producers admit that he tends to steady the market 
by absorbing goods, when other demands are slack; wJuie he can dehver more 
quickly than the manufacturers can do unless they keep Jarge stocks themselve& 
Agam he sends them larger and more regula.r orders than they might othetWlBC 
obtam, and saves them a vast amount of detailed work, wh1ch might bIDder the 
apphcation of their IInerglea to that work whioh .pectally belongs to them. 
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lending it out in manufacturing districts; and the requirements lIT, xn, 5. 

of the export trade reinforce suggestions already made (see above, 
II, IX), in regard to the interests which the public has in the 
extension of the scope of work of British banks. While those 
services, to which they devote most of their strength, are of 
unapproached excellence, they make httle attempt to rival 
German, or even American banks in the direct furtherance of 
the larger vent!lles of industry. By limiting their operations 
to a multitude of relatively small risks, they are enabled to 
base thell' advances chiefly on capital deposited with them; and 
therefore to return extremely high dividends on relatively small 
paid-up capitals. There are therefore some strong arguments, 
both of equity and of national advantage, in favour of the exer-
tion of a slight pressure on them, by legislatIOn or otherwise, 
tending to increase the ratio which their paId-up capitals bear 
to their total liabilities. They could then, with safety to them-
selves and their depositors, undertake a rather greater share 
than they do now of tWarger responsibilities of the country's 
business abroad, as well as at home, while they would still 
cover so great a part of their liabilities by fluid assets, as to be 
.certain of the ability to meet promptly further larger demands 
that might be made on them. 

Like many German and other great banks, they might thus 
be inclmed to hold on their directorates, or in their employ
ment, a considerable number of men in the early prime of life. 
Each would select such as had direct knowledge of those matters 
of industry or trade, to which it was devoting special attentIOn; 
and would require them to give at all events the greater part 
of their time to the work, in rettll'n for commensurate remunera
tion by salary or otherwisel • 

I Sir Charles Addts, in a notable article In the Edl1wurgA .Remew, July, 1918, 
pomts out that a mere teohrucal expert would not be In place on the Board. but 
should adV188 financIers on the teohrucal SIde of a proJect. He indtcates that 
some German banks are burdened by undtgested securltles through havmg 
neglected this cautlon. 

He remarks that the London fioatlng loan market averages tm 300 of blils 
under dtscount, together WIth tm.IOO lodged by bill brokers WIth banks as 
secunty agamst loans: and that the vanety, extent and elastlClty of Its resources 
are WIthout a parallel elsewhere. And yet It 18 over.susceptlble: because too large 
a part of those resources belong to lts customers, and too lIttle to lts owners. 
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CHAPTER XIII 

AGGREGATION, FEDERATION, AND COOPERATION IN 
, BRI~ISH INDUSTRY AND TRADE, CONTINUED 

1. TILe regidation oj prices by associations oj producers. 
It has already been argued (above, II, II, 4) that there is 

little fundamental difference between sellers' monopolies, and 
buyers' monopolies: that in many cases a mere change of wording 
will enable what is commonly r,egarded as a s.ellers' monopoly 
to appear as a. buyers' monopoly; and that, even where this 
cannot be done, there is no general principle by. which it can 
be decided whether a. sellers' or a. buyers' monopoly is likely· 
to be the stronger. A federation of producing businesses is 
often a monopolistio seller of products; and, though more rarely, 
a. monopolistio buyer of materials or of plant!. 

These considerations suggest that many of the most im
portant applications of the principles, to be discussed in this 
chapter, relate to the "marketing" of labour and of employment, 
rather than of material goods: but their study must be post
poned to another occasion; because the various elements, and 
especially the "human" elements, which enter into them, are 
large and various. It may however be well to note at once that 
the class-selfishness to which some capitalist-producers are 
tempted when they see the way to raismg prices by associated 

1 It may appea.r as 110 monopolistio buyer of skilled labQur of 110 certain 80rt: 

but when the labour required m a.o industry is 01 & highly speoiahzod lund, 
wIllIe the plant avauable is more than adeq WIota for the exiatlDg stook of tha, 
labour, an assooJatlon of workers may have the upper ha.nd AI a monopoly of 
sellers. H the bargain be regarded ae one for the purchase of employment. 
instead of for the sale of la.bour. the workers become the buyers; but the eBBeot.Ja.l 
featorea of their monopoly are uocha.oged. 
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nction against other producers, and ultimately against the III.xm,l. 
general public, sometimes does more harm through its indIrect; 
than through its direct results. For trades unionists oftezr 
understand the matter better than the pubhc does; and in con
sequence are less willing than they otherwise might be to forego 
a strategic advantage in response to a plea that It; would cause 
more hurt to the nation than benefit to themselves. Conversely, 
employers' assocIations for the regulation of wages have some-
times been turne~ to account for antisoCIal regulation of prices. 
Concerted action, on the lines of the Whitley Report, as to 
which a little will be said soon, will probably work for good in 
these matters, though it is not without its dangers. 

The main principles of cartel-lIke associations have been 
discussed In Chapters IX and X; and what has to be said now, 
turns chiefly on drlferences between the German and the British 
peoples in character and in methods of organization. British 
associations, or cartels, are less under the influence of military 
discipline, and generally less harsh in their methods than 
German: but, as we shall see, their task is increased by the 
presence of many old firms with inherited plant and traditions. 

The relatively mild policy of British steel Associations gavel 
great freedom to each business to choose its own lines of develop
ment. While liuch powerful and enterprising businesses as those 
of Armstrong and VIckers were content to buy the steel on which 
they worked, there was no over-mastering advantage in deep 
vertical expansion similar to that, which threw the dominion of 
the German steel industry into the hands of a relatively smaIl 
group of giant capitalists; since none others could reach out to 
such expansion: so that cartel policy ineVitably strengthened the 
strong relatively to the weak. But, human nature being what 
it is, association which is knitted tightly together in constructive 
work, often develops common militant action; and in this case 
it is hable to be turned towaJds restrictIve combmation of the 
harsh German type. . 

Britam's control of the tm-plate industry is no doubt the 
result of several causes: but the chief of these has been that those 
engaged in it could make sure of obtaining the steel bars needed 
by them at reasonable prices. AssociatIOns to regulate these 
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lII,xm,l. prices were not indeed absent: but they were not tyrannical; 
and indeed they could not raise prices much above those in the 
world market, as importation was free. So the German tin-plate 
industry which probably might have kept on at about even pace 
with the British, if the price of steel bars had not been raised 
against it by a cartel, was left far behind1• 

Larger questions are opened up when we come to the relations 
between the steel industries and the shipbuilding industries. 
The steel industries are reasonably jealous of any appearance 
of monopolistic discrimination in the freight charges by railways 
or shipping companies, which seem to favour foreign customers; 
who might divert traffic from them; they complain sorely when 
rather higher charges are maintained for home producers, who 
have no alternative course by which to escape!. Reciprocally, 
shipbuilders complain that .. the Steel market is largely con
trolled by the Steelmakers' Associations, which regulate both 

'prices and area of supply": they say that though "the Combines 
have not hitherto been able to exercise any very great influence 

, in raising prices, owing to the existence or imminence of foreign 
competition," yet" in certain specific cases combines have taken 
full advantage of their position, when foreign competition was 
excluded": the last five words are noteworthy8. 

In fact though numerous verdicts in favour of facilities for 
regulating prices by combination can be obtained from partIcular 
industries, so long as each is thinking chiefly of the prices which 
it receives; such verdicts cover only a part of the ground. What 
one branch of industry gains by such regulation is apt to be 
more than lost by another branch which buys from it, except 
in so far as the loss can be shifted on ultimate consumers: and 
they are indeed often the main losers. 

1 See Jones, The bnplate industry, cbs. vn and IX: also Levy, Ml11WpOly 
and CompehtiOn, p. 205. Experiments in the vertICal fUSIOn of steel-bar and 
tIn-plats malung have not prospered: partly perhaps because German steel. bar 
makers were selling oheaply abroad bars ~r which German tm·pIate makers bad 
to pa.y hlgh prlces. 

• See Deport on won and steel tradell, pp. 34-6;' and Report on mgtnemng 
trades, p. 31. 

I Report on slupp.ng and 81"pbulldm(J ,ntiuatnt8, p. 26; and Report on 
enq"nfWNttg trades, p. 31. • 



CONSUMER DEFENCELESS AGAINST NETWORK OF CARTELS 623 

2. WMn markets are perfectly open, the interests oj the UI, xm, 2. 

general public are difended in great measure by the alert 
watching oj producers in each stage oj industry against 
undue raising of the prices oj their plant or material: but 
this difence is impaired when the price in each stage is 
arranged by a combination oj producers in it. 

Associations of producers are liable to deVelop price policies, 
of wluch the chief purpose is to stay dissensions in the group 
affected, and to introduce harmony and good-will where sharp 
competition formerly prevailed. Concord is indeed obtained 
within a section of the nation: but generally at the expense of 
injuries to the nation at large, and particularly to other sections 
of it, which far outweigh the good achieved by concord within 
that section. But these evil results are less conspicuous, and 
much less prominently advertised than are its immediate 
benefits: and so the public is apt to be misled. It may be ad
mitted that, if the busmesses, accordmg to whose needs the 
prices are set, are alert and equipped with the best plant, skill, 
and organization, the public interests are not hkely' to be much 
hurt; and they may even be advanced. But it often happens 
that the costs of production, including normal profits, which 
are to be covered are those of businesses which lag somewhat 
behind: and, here Britain appears at a disadvantage relatively 
to some other countries. For the great age of her fndustries 
puts chfficulties in the way of their rapid reorganization. 

In America and Germany many industries are controlled 
by relatively small numbers of powerful capitalists; most of 
whom are intent on large ambitions, and have little interest in 
inhented plant or tradItIons. They desire to make great gaius 
by great transactions; and the cost of production, which they 
have in mind, is nearly always that of an alert business, equipped 
with modem appliances, and making for great aggregate gains 
by large output at rather low costs per unit: thus a complaint 
by a quiescent business that it cannot work at such costs may 
receive but scant attention. Those who are weak, through fault 
or misfortune, are left to go to the wall; or they are bought out, 
and their works are recast, or abandoned. In Germany the 
alert and all-pervading influences of the great banks make f~r 
good in these directions. 
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<III, sur,\!. But in Britail;l an association of producers often depends in 
great measure on the adherence of worthy firms, that reckon 
costs of production on the basis of good solid work or well-tried 
methods and with well-tried plant. They are content to sell 
generally at, or near, old high prices to those with whom they 
have an established connection; and in case of pressure they 
sell .at forced prices, subject to no rule: but their support is 
deSired by a projected association: partly because they may be 
a' source of trouble if left outside. The path of least resistance 
is to take their costs as normal costs: with the result that alert 
members of the association claim credit for not pushing prices 
above normal costs, while inly rejoicing at the great excess of 
those prices over their own costs. No doubt an association, 
working bfi these lines, has little defence against strong attack: 
but it is likely to be vocal, and to sh~w some ingenuity in 
proving that it is threatened by unfair competition, especially 
if that comes from overseas; and can be -convicted of selbng 
occasionally at very low pricesl • 

The manu.facturer or trader is indeed strongly interested 
in obtaining materials, plant or product on terms, at least 
as low as those paid by competitors who sell in the same 
market: for, as a general rule, he loses the whole of any extra 
prices which he pays above those paid by most of his com
petItors;- ahd he gains the whole of any lowering of prices which 
accrues to him alone. lienee it may be inferred that, so long 
as enterprise is entirely unshackled, the hation need not 
actively exert itself in regard to the prices of such materials 
and plant; since those, who have the most knowledge of Buch 
matters, are also those most deeply interested in obtaining 

1 The fact that proVISIon must be made for the needs of businesses whose 
plant and energy are not of the best is well known, and it seems never to he 
demed; though frank, open statements on the subject are rare. 

The NatIonal ASSOCiation of Bntlsh and Insh Millers was however told 
pubhcly in 1901 that "In arrangmg for fixed prices, It Will he seen that the 
worst eqUipped and most unfavourably Bituated mills must b& considered, and 
must of oourse make a profit> therefore the larger mills must of course work at 
such a marglU of profit as shaU. and indeed does, inVite outside competitIon." 
To meet trus Bome millers have "inVOiced and charged flour at the pnce of the 
grade below" that to which it really belonged. (Quoted by Maorosty, I.e. p.220.) 
If It had been pOSSible to absorb the new competItion, this olear avowal mlgb' 
Dot have been made: and the AssoCJ\l.tloll would III~ve been able still t.o plunder 
$he pubha. 
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them on favourable terms; and most alert to oppose any un- IlI,XIII,2. 

favourable change. 
But this inference 'is not valid when the price of the material 

or plant in question is controlled by a cartel, that covers the 
market in which any set of producers are interested. Of course 
an artificial rise in that price mIght go so far, that the consequent 
rise in the cost of finished products of the industry would materi
ally curtail their sale; and, in such a. case, nearly all those in the 
industry would be alert to oppose the rise. But the increase 
by, say, a. tenth in the cost of a particular material or implement 
needed by the industry will often cause only a very minute 
increase in the total costs of its output, and therefore will not 
greatly affect the volume of its sales: and, in that case, the 
public may derive scarcely any defence from the opposition of 
producers in a late stage of the industry to an artificial rise of 
price in an earlier Btage~ In fact such producers have often 
argued publicly in this manner: "What each of us wants, is 
to know that his competItors will not get anything needed for 
their work at a lower price than he does: for, in that case, we cali 
all safely pass on any moderate increase in costs, with profits, to. 
the consumer: let us then make no trouble about a moderate 
uniform increase of price in regard to this or that secondary 
plant or material that we need." For instance, makers of gal
vanized sheets for roofing, care very little what price they pay 
for their steel, so long as they know that all other makers pay 
the same; and that they have nothing much to fear from the 
competition of slates, tiles, felt or other roofing materials. In 
fact they watch changes in the prices of such materials with 
more attention than they do the price of steel, when that is fixed 
by general agl't'ement: that is to say, their own interests do 
not lead them to be active in protecting the ultimate purchasers 
of finished steel products against an artificial increase in the 
price charged by a cartel of heavy steel producers. Thus one 
small cause of increase in the cost of the finished product 
passes without resistance; and, if it stood by itself, it might 
do but little harm. But similar causes bring about other small 
increases in the cost of the finished product: and ultimately 
the public is liabl~ to suiter much from an accumulation of 
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III, xm, s. small burdens, no one of which by itself would be a matter of 
serious concern to itl, 

3. Oartd policies of exclusive dealing are often fortified 
by deferred rebates. 

Attention has already been called to the severity of the 
device for developing the monopolistIc power of Coats' business, 
which consisted in refusing to sell to any trader, who handled 
similar goods at prices somewhat less in excess of costs of pro
duction than those fixed by Coats: in effect that apparently 
mild rule closed the entrance of the highway of business to any 
firm, which desired to establIsh a connection in the trade. 
Several British cartels have adopted the same device, with con
siderable success. But others have had recourse to that un
compromising policy of exclusive dealing, fortified by deferred 
rebates, which we have seen evoking drastio repression in 
America. It no doubt closely resembles in form the scheme by 
which the South Mrican and other shipping trades have been 
partially monopolized: but, when applIed to manufactures, it 
lacks generally the extenuating circumstances, which are found 
in fast-liner traffic. It aims of course at securing the control 
of a trader's custom by allowing a high Rebate or discount on 
the normal high charges of an association: and by deferring pay
ment for some years; with the intimation that it will be forfelted, 
if the recipient meanwhile buys from anyone who is not a 
member of the association'. 

I In the export trade, where British producers compete chiefly with those of 
other industnal countnes, an artlficial nse in freights for exportation is of 
relatively small concern to the merchants. who pay it in the first instance. 
The produoers and consumers are more nearly concerned: but they are seldom 
m a pOSitIOn to take actlon in thl" matter. Some similar maladjustments have 
been noted, above, pp. 443. 444. 

a Thill practlco has heen adopted by several associatlon8, whose produots are 
needed for building houses and cottages, includmg several aorta of steel products. 
Its fiercest applicatIOn m Britain pas heen made by an oJfshoot of the notorioU8 
Amencan Shoe Machinery Company (see above, pp. 233-4; and 63S-7): and 
the Bnt18h Court of Chancery deolded in 1907 that the Ieaser of machinery 
under this clause, binding him to use it to its "full e&pacity," may not cease 
to use It, when It cease8 to be efficient for Iaia purpose: he must go on worluug 
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An alert, well equipped producer may be able to earn good III, XIU, 4. 

profits by sales at prices lower than those, which the association 
is thus induced to fix; and traders, if free, would welcome his 
supply. But they are not free; save in the very rare case in 
which this producer is able to supply all their wants: for, if 
they buy one class of thing from him, they lose their rebates on 
all their purchases. Therefore such producers cannot sell unless 
they submit to the edict of an association: and that is liable to 
be managed partly in the interests of its less energetic members, 
and to allot to others quotas of production too small to keep 
their advanced plant in full work. Thus, the public pay more 
than is necessary for their goods; though independent energy 
Ilnd enterprise meet but a scanty reward. A' sectional associa-
tion may gain by such means: but there is a net loss: and if 
every section adopted them, eyery sectIOn would be poorer. 
That is to say such policy is antisoClaP. 

4. A combinati,on in a Britiah manufacturing industry, 
even when not protected by a tarif, may yet be able to raise 
prices artificially by the equivalent of double costs of trans
port between Britain and other countries. 

W-e have now to consider the extent of the defence, which 
the British people derive from the free importation of manu
factures, against the raising of prices unduly by associations at 
home. Of course, freedom of entry into Britain does not imply 
free carriage for the goods that come to her: nor free carriage 
for the goods, by which she effects payments for such parts of 
tnem as are not covered by obligations of other countries to her. 
In this matter large allowances must be made for the services 
of her shipping industry; for inte~est on her exported capital; 

It even though It has been superseded by better machmery and has become 
inoapable of bemg worked at a profit. Trua may be good law; but, if so, law 
proVIdes madequate protectIOn to pubho interests. 

1 Casel are known in wruch an asSOCIation makes jtself responSible for 
paying profits on tWite the plant, whioh would Buffice to produce all the goods 
that it can market at the artlfiClally rugh pnces, wruch are reqUIred to enable 
Its less alert members to work at a profit. ThIs evIl is often a httle reduced m 
fact, though It 18 made more obvious, when badly eqUIpped firms are allowed to 
lie idle; and yet reoeIve, at the expense of the pubho, profits on the ful:! quota 
wruoh have been lIIISlgDed to them. 
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tU,xm,5. and for some other matters that are independent of the par
ticular imports concerned: but, that being done, any increase 
in her imports must be covered by a corresponding increase of 
her exports in order to pay for them. All her exports of any 
importance, except coal, are manufactures in the production of 
whtch she has no advantage, other than the abundance of her 
capital and the energies of her people: and, for various reasons, 
shf:f <toes not pay, and she ought not to pay, for a great part of 
her imports by the exportation of coal 1 •. 

Therefore almost every increase in Britain's importation of 
manufactures has to be covered by an increase in her exporta
tion of other manufactures; and every such change involves 
double costs of transport; those of her own increased exports, 
and those of the imports which come in return for them. Thus 
there is a prima facie case for thinking that British manufac
ture A, which fears the importation of rival products, paid for 
(together with double coats of transport) by the exports of 
another manufacture B, is .somewhat lacking in alertness and 
energy. 

This prima facie case is indeed subject to various excep
tions, arising..gut of particular conditions of industry, and with 
one that is common to most branches of industry. We need 
concern ourselves here with this alone. It arises from the facts 
that B products may probably be offered for sale abroad at 
lower net prices (after allowing, that is, for cost of carriage) 
than are exacted at home: and that A products may similarly be 
offered in Britain at lower net prices than are charged for them 
in the country of their origin: we pass to consider this point. 

5. The policy of dumping. Tlte claim of combinations 
to stabilize home industry. 

It is customary to sell abroad at lower net prices (that is, at 
lower prices after deducting all costs) than at home: and it 

1 Coal is not "produced" by man: he merely takes it out of nature's hmited 
store houses. The position whIch Britain will hold in the world Bome centuries 
henoe will depend largely on the care with whJeh she has husbanded her stores 
of It: any generation 'Wluob exports it, in order to pa.y for those manufactures, 
In the production of which BrItain should hold her own, will inlhct an injury 
on oonung generations. 
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is suggested that this tendency implies a.ttitudes of producers III, XIII, 5. 

and traders towards foreign competitors, somewhat illfferent 
from their attitudes towards their own cou,ntrymen. There is 
no doubt a good deal of truth in this suggestion. But indeed 
the tendency has broad roots m the fact tha!; almost every one 
is inchned to allay con1lict in a market, which he regards as 
belonging to him m "particular"; while he is often inclmed, and 
sometimes compelled to adopt a different pahcy, when pushing 
his way into a market on which he has no special holdi • 

In a sense the home market of any national industry is its 
"particular": and an association of businesses in it ii likely to 
arrange prices in it somewhat on the plan of a cartel, even though 
it has no very firm cohesion. Its members are likely to agree 
not to press sales in the home market; when it is IilO unreceptive 
that it will not take more of their pl'oduce at prIceS, that cover 
or nearly cover full costs of production: with the understanding 
that those producers, who cannot conveniently hold their hands 
for a while, shall sell abroad at wha.tever pnces they can get. 
From these small beginnings there are sometimes developed 
large policIes of systematic "dumping" of a considerable part 
of the output of an industry in foreign markets, and especially 
in any that are regarded WIth jealousy. Early in last century. 
as has already been noted2, Bntam was the chief offender in 
this directiop.: and the lapse of several generations was needed 
to undo the hurt. which she thereby caused to her own reputa
tion. In recent times Germany has been the chief offender; 
and the present inquiry may be continued with reference to her 
policy in this matter. We need not concern ourselves with 
the suggestions, that the exceptional energy. with which she 
has developed this commercial policy, is a necessary part of her 

• See a.bove, pp. 182; a.nd 4()()-402 The ease wa.s put by a. witness before 
the Industna.1 CommISSIon (Repor. XllI. p. 493) thuB:-"Busl1l"s~ tha.t 18 at my 
door I thmk belongs to me, but I am willmg to mue a. sacI'lfice to get a foreign 
market, because by that very proceaa I reduce my cost at home. By a foreign 
ma.rket I mean a market outlnde of my na.tura.! territory. I would say the 
C1ucago mercha.nta sold for le88 money m Oma.ha. tha.n they did in Peons., 
beca.uBe they a.re either competmg With St Paul on one 81de or St Louis on the 
other, and I would sa.y tha.t they sold for leas money m Denver than Dl Oma.ha., 
and for even lesl III San FrancISco tha.n in Denver'" • 

• Above, p. 157; and below, pp. 781-2 
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1lI.~;5. militant policy: and that she "dumps" in oroer to prevent the 
rise of rival industries in other countries. For in fact very 
little of the cheap selling abroad by cartels in the steel in
dustry, and others of which Germany has no monopoly, has this 
excuse-whatever it may be worth. 

Of course a policy of dumping can always be stopped by 
special import duties on dumped wares, if it is worth while: and 
there seem to be a few cases in which it may be worth while. 
But some caution is needed in this matter: for that remedy is 
likely to be advocated with energy, and with the advantages 
derived from intimate knowledge of details, by individuals, and 
by associations, who desire to keep prices in the home market 
high enough to yield profits to businesses that are not very 
alert, and Btill use plant that is not up to date. Moreover it 
appears that Bome of those, who are prominent in emphaSizing 
the case against artificially cheapened imports into Britain, are 
themselves inclined to Bell abroad at very low prices, in oroer to 
maintain very high prices at home. There is indeed 80mething 
to be said for declining to protect a British industry even against 
artificially cheap imports, if it carrics far the practice of lowering 
its own export prices relatively to its home prices: and in any 
case care must be taken lest provisions made for the purpose of 
repressing malignant forms of underselling be 80 worded, as to 
condemn methods of trading which are practised on occasion 
by honourable British firms. This danger is likely, if ignored, 
to lower the reputation of the country for fair dealing. 

The Report oj the Engineering Commiuee already quoted has 
that danger clearly in view: and recommends the adoption of 
le~islation similar to that of America, which orders that selling 
at low prices-that is, at prices less than those prevailmg else
where-be prohibited, not absolutely, but only "Provided that 
such act or acts be done with'the intent of destroying or injuring 
an industry in the United States, or of preventing the estab
lishment of an industry in the United States, or of restraining 
or monopolizing any part of trade or commerce in the United 
Statesl ." 

, [Cd. 90731 pp. 27, 28. Some Qla.ims for Protection against the dumping of 
foreign goods in Bnta.in imp\y • moral inchgnatlon againat the prIMItiae. It is, 
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We may now pass to conmder the claim that the effect of III,xm.5. 

tartel policy in general, and especially the policy of sellmg at 
ery low prices abroad, tends to stabilize industry. It may be 
dmitted to have some force in regard to any depressions of 

credit, industry and trade that happen to he localized in a 
particular country. For then sales at home may be almost im
possible save at extremely low prices; and an extenmon of sales 
abroad will tend to turn t.he Foreign Exchanges in the favour 
of the distressed country; at the same time that they facilitate 
the maintenance of some moderate degree of employment at 
home. On such an occasion, however, every one has always 
been eager to sell abroad cheaply; and there has been little need 
for organized action in the matter. 

But in the last few generations there have been very few 
cases, and none of very serious importance, in which a single 
country has been struck by a severe dislocation of credit, in
dustry and trade; while the rest of the western world remained 
almost 1lD;disturbed. Almost every recent wave of high or low 
commercial activity has spread, not very unevenly, over ~ 
countries in which large scale capitalistic production has pre
vailed. When the Steelworks Union for instance has the 
greatest need for disposing of surplus steel, the British market 
is not likely to absorb much except at very low prices. 

Also the policy of maintaining rather high home prices for 
steel products when general credit is bad, obstructs the recovery 
of credtt. For when the deepest depression has passed, busi-

. nesses of all kinds begin to consider repairs and extensions of 
plant, for which opportunity was lacking in the precedIng period 
of expanding credit and of work at high pressure; and there is, 
in consequence, a new demand for steel products: this in its turn 
sets retail and other businesses on increased work. The policy 

. of the Steel Union tends to delay this revival: and thereby it 
has probably done more to increase the evils of industrial fluc
tuations than all its other eHorts have done to diminish them. 
Its constructive eHorts have been excellently seconded by the 

therefo~'8, of interest to note that "The Chairman of an unportant Metal Asso
el&tion stated" to the Commission on Trusts (see its Report, § 8) .. that he 
would not agree that Bnbah firms dumped in the aggregate much more than 
foreIgn firma." 
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II,J,Xlu,5. close association of Germany's great banks with industry: and. if 
the policy of selling abroad at much lower prices than at home 
worked effectively .for the stabilization of industry and trade, 
she would have suffered less from commercial depressions, when 
under the mBuence of her cartel policy than Britain has done 
during the same time. But in fact the opposite seems to have 
beeIt the case. 

The matter has not been fully examined. But we know that 
Germany has been struck by every recent storm of bad credit 
that hAs struck other countries; and that in 1901 she suffered 
very much more than others did. Also we know that industries, 
which are under the control of an ambitious cartel, are frequently 
disturbed, even while the sky generally is clear, by rumours that 
some of its leading members are threatening to desert it. The 
firmly-based coal cartel ~as itself been shaken by 811ch rumours: 
the Steel Union has seldom been free from them; and an inves
tigation of the prices of heavy steel products by Dr Vogelstein 
for the nine years ending in 1903, showed that everyone of them 
had fluctuated in Germany as much as, or more than, in Englandl • 

Thus, while large acknowledgment is due to the ability, with 
which the Steel Union strives to distribute the benefit of Pro
tective duties among the various sections of the Steel industry; 
all that can with certainty 'be said in its favour is that its 
breadth of view has lessened the evils, which would otherwise 
have been caused by the tendency of cartels to press the interests 
of particular se~s of the nation against those of the nation 
as a whole., Iii that respect British associations have some
thing to learn from it2• 

1 ScAn/ten du SOCtal· Verei1l8, No. 106, P. 128. This statement seems to be 
supported by a oompn.nson of Sauerbeck's records of price movementa in Britain, 
Wlth those shown In D,s Bewegung der Waarenprel8e tI' Del/Jaduand _1815 bWJ 
1902. See also above, p. 572 fn. It haa already been Doted (p. 572 In.) that 
the rumours of a ooming syndIoate set up VIolent e:s:pansions of plant in order • 
to Justuy high figures of pa.rticipatlon. Some observations on the influences 
exerted by German and J3ntiah polioies in regard to steel OD the well.being of 
the operatIves concerned will be found In Appendu O. 

I Thus The Report o/the EAgm.eer.ng Trades. e.lrea.dy quoted, saya (pp. 9. IO) 
"Whereas the manufaoturers are 1D the habit of quoting a reduced price for steel 
for dIreot export (the margin hall been as much as 20... per ton). luch steel manu
faoturers refuse to make any rebete to Engliah engineermg manufaoturers, evea 
when 1t 11 proved to their satisfe.ctloD that the goods to be manufactured from 
that steel were, In fact, for export purposes. .. 
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On the whole it may be concluded that the restrictive IU,:mr,6. 

methods of German cartels have no claim for imitation on the 
ground that they make for the stability of industry. But this 
'does not imply that it is beyond the power of associated action 
to work in that directiQn. For instance, many a ship has !larned 
net more than its fulI.,cost in a single year; while in some other 
years its earnings have not covered its expenses: and the 
consequent violent variation in the values of ships and in the 
demand for new ships is a chief cause of instability in the ~teel 
industry. Consequently a. suggestion has been made that ship-
owners, shipbuilders, marine engineers, and all combined should 
endeavour to promote shipbuIldlDg on falling markets. Such 
action 1>y an association would be in a high degree construc-
tivel • 

Policies which are appropriate to a military and partially 
autocratic Government, such as was that of Germany before 
the war, are likely to be unsuitable for a democratic Anglo
Saxon country. A strong democracy has a great respect for 
law: and therefore, although its Government is often some
what inefficient in business administration, it can rely on full 
justice being done by Courts of Law in a suit, in which the 
interests of both parties to a contest are set out clearly by 
able and well-instructed advocates. That is likely to be the 
ease when the issue is between the claims of two powerful 
private interests. But when a large public interest is at 
variance with the interest of the nation as a whole, Counsel 

'for the nation find generally that their clients are not able to 
supply them with information as full, as penetrating, and as 
technically thorough, as that wnich comes easily to the hand of 
a private interest whose concerns are in question. In fact a 
democratic Government is at a distinct dIsadvantage in this and 

1 See Reporl on Ike sh'PPl7lf/ aM shipbuUd'7If/ indus/nes [Cd. 99021 p. 30. 
Mr E. J, Benn, Trade as II Bc.encll, cbo IX., suggests a good model oonstltution 
of a Trade ASSOCIatIOn, and Its District Committees With speCIal referenoe to the 
export trade, to 8clenttfio research, to educating labour m the objeots of 1ts 
industry, and to educatnig employers to a proper understandmg of the labour 
pomt of View. It should rece1ve recognition, and perhaps finanCIal &old from 
Government, subject to certam oonwtlOnsl one of winch is that 1t does not 
attempt to regulate pnces Wltlnn the home market. Tins scheme is developed 
m hl8 Ph. frad. oJ Iomorrow. 
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III, Xllr, 5. other respects relatively to, a capable autocratic Government, 
well served by a congenial bureaucracy. (See below, pp. 850-14 

Bureaucratic methods are alien from the genius of democracy: 
and, though the British Government has been compelled by the 
emergency of war to make large uses of them, it is to be hoped 
that· it will returyt to the wholesome method of taking the 
natioI! into its counsels by full publicity as soon as possible. 
It elm tum the balance in its favour by organizing the know
ledge, that is necessary to enable it to present the case of the 
nation on fairly even terms with the case of a private interest: 
and, by making publio the knowledge it thus acquires, it can 
bring publio opinion along with it. By Commissions of inquiry, 
sitting with open doors, and similar means, it can enable the 
people to appreciate its actions and its motives: it can thus 
gain more strength for itself and for the nation than is possible 
by intervening in industrial procedure in any other wayl. 

The Report of the Oommittee on Trusts recommends that 
means be provided for the investigation of businesses or com
binations of businesses, "which have for their purpose or 
effect the regulation of the prices or output of commodities 
or services, produced or rendered in the United Kingdom, or 
imported into the United Kingdom, or the delimitation of 
markets in respect thereof, or the regulation of transport rates 
and -services, in so far as they tend to the creation of monopolies 
or to the restraint of trade." Annual reports by the Board 
of Trade, which is to have direction of the matter, are to be 
provided "whereby the fullest information as to the activities of 
Trade Associations may be made available to the public, and 

... complaints may be promptly and thoroughly investigated, so 
that doubts and suspicions may be dispelled, or, on the other 
hand, the true facts ascertained as to evils for which a remedy 
is required." The Committee express the opinion "that it will 

• Some penl seeme to be threatened by suggestions luoh lioii the following, 
made in the generally excellent Repon 011 the Enguleenng trades (p. 26) In 

regltrd to trade comblDations:-uNo seorecy should be aJIowed. All trade com· 
blDatlons should register thell' terms at Bome Government Department luch lioii 

the Board of Trade .... The terms should not become pubho property: but their 
regtstratlOn would.,.enable the Board of Trade to take any steps that might be 
necessary in the event of neb combinatlOns bemg harmful to trade or pre-
jUchClal to the consumer." • 
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be found necessary ultimately to establish further machinery m,zm,lI. 
for promptly and effectively dealing with such abuses as the 
Tribunal of Investigation may discoverl." 

I Suob a Tnbunal is to be .... up in casea in whIch a prehminary inqniry 
made by the Board of Trade givea madequate reaults: It is to have "a person 
of legal qnahfioatIoDll aa permanent ch&Irman, and IIvm two to ... ven 'tither 
members ... Iected by him IIvm time to time from a panel appointed for the 
purpoae by the PleaIdent of the Board of Trade after ooDSldenng nominationa 
made by representatIve trade orgaru .... tions, includIng the Coo~tIveMovement 
and Trade Unions, which Tribunal ahaJl have power, on the applicatIon of the 
Board of Trade. to make orders for further Information on the mattera in hand." 

This plan _ma exeellent in many -peets, provided the branch of the Board 
of Trade which is _poDSlble for the work is aa strong a body &8 the Feden.l 
Comllll88ion. If so, the able men, who give theIr whole hvea to the task will 
be m a good JIOSluon for aacertammg what information ahould be required: and 
then It would be suffiCIent perhaps to provide for an appeal to an ordmary Court 
of Law. For when the case of the natIon is presented to suob a Cour'- by 
oounael instructed by such a body aa the Federal CommissIon, there _mlI to 
be a gain on the balanoe in obtaming a judgment on the purely legal aapects of 
any matter of contentIon, from a Co~ wluch approaches the matter with an 
open mind. In so far aa the problem is one of bUBUleaa rather than law. a 
lawyer. aa IUch, haa nel special authority. • 

The Report is brief: but much information is added in important papers.by 
Mr Percy Ashley; and by the Secretary. Mr HIlton. Sir John Macdonell adds 
an anthontalave and much needed statement aa to the law relatIng to com. 
blDations. 



CHAPTER X,IV 

THE DECLINE OF EXCLUSIVE CLASS ADVANTAGES 
IN INDUSTRY 

III, XIV, I. 1. The spread oj education, and technical changes which 
lcssen the strain of physical work, are mitigating many of 
the disadvantages under which the manual labour classes lie. 

The industrial sectionalism, with which we have so far been 
concerned, is based on varieties of occupation: and so rapidly 
do capital and labour-wh~ther mental or mainly manual
migrate from one occupation to another, that time itself brings 
some remedy and some retribution for any harsh or unwise 
action on the part of those engaged in a particular occupation. 
But the case is different with the semi-monopolistic advantages 
which the upper strata of industry have always possessed over 
the lower. These advantages have indeed changed their form 
considerably: for at one time they were in great measure 
incidental to the superior political position of freemen over 
serfs and others of lower degree; while now, in Britain at all 
events, there are scarcely any exclusive political privileges. 
But meanwhile the scopes of industrial technique and business 
relations widened so much, that the superior education and 
larger outlook of the well· to-do classes became of increasing 
importance in all but the simplest forms of business; and on 
the whole the division between the "upper" and "lower" 
classes in industries seemed to grow broader during the second 
and third quarters of last century. 

More recently however an opposite tendency has Bet in. 
The movement towards the better education of the people at 
large, which had been gradually growing, received a great 
impetus from the Education Act Qf 1870; and it has proceeded 
so fast and steadily that the more alert of the working classes 
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now stand on nearly as high an intellectual level as do the III,XIV,I. 

great majority of the middle classes. 
Meanwhile the hours of manual labour have been shortened, 

and excessive strain on muscles has been lessened by the 
increased use of steam power, and its distribution by electriclty. 
Perhaps the percentage of artisans who are so tired at the end 
of the day's work as to be dismchned to use their minds actively, 
is not a tenth as great as it was a century ago; and meanwlule 
the abundance and cheapness of periodical and other literature, 
adapted to their requirements, and even specially devoted to 
their interests, have increased very fast. In the result some 
leaders of the working classes are able to hold their own in 
discussions of grave problems of politics, as well as of industry, 
with the foremost men of the timel. 

The influences of school education may be developed or 
impaired by those of the home: and the full effects of improved 
schools cannot show themselves till they have been at work for 
at least two generations. Partly for this reason, occupational 
status still goes much by inheritance. A large majority of the 
sons of unskilled labourers, of artisans, of men in the upper 
grades of office work, of employers, and of professional men are 
in occupations which have about the same social prestige, and 
yield sunilar incomes to those of which they heard most in their 
childhoodll• 

This result may be partly due to the fact, that even now an 
average middle class fanuly with an income of two or three 

1 Workmg ola.saleaders have an advantage in this matter over many men of 
at lea.at equal oapaCIty m other ranks of We, m the fact that they have attamed 
leadershIp ma.mly by their power of expresSIng clearly and forCIbly theu- VIews 
on matters cf large general mterest. Moreover they are the seleoted representa· 
tIves of cllloSll8s much larger numerICally than are those of the well-to-do: and 
are therefore bkely to have at lea.st-u large an average of lugh natural ability. 
It appears that they put the cases of then- chants before Comnussions of InqUIry 
at least aa effectIvely a.s do the representstIves of employers (1 feellustIlied m 
saymg that this WIlo8 the general impressIon of the members of the Royal Com
uuSSlon on Labour, 1891--4, who had exceptlonal opportumtles of formmg 110 

Judgment). 
• No doubt 110 lad who hllo8 true buainess geruus has at least 1108 good opportuni. 

tIes for developmg it m the actual work of productIon or trade aa elsewhere; but 
such 110 lad nse. qwckiy to wes.Ith: and he III apt to be regarded ultunately as 
eVldence of soow mequabti .... whereaa in fact hls hlstory pomts the ether way 
(oee above, pp 868-361). 
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I1I,DV,!. hundred pounds is likely to spend more of it on the dignities 
and amenities of life, and less on food and drink and other direct 
sources of enjoyment, than does an average working class family 
whose aggregate incomes reach to about the same amount. The 
minor amewties and conveniences, thus acquired, serve as a 

,passport to the consideration of an employer who is filling a 
po~ttion in his clerical staff, from which a rise to important duties 
may come rapidly to anyone who proves himseU capable. Mean
wbtle the universality of education has deprived the lower order 
of office work of a claim to be held superior to that of the skilled 
artisan; and yet tradition has caused the word of command in 
the counting house to be expressed in gentler form than in the 
works themselves. Though a very small thing in itseU, the 
irritation, which has been expressed increasingly during recent 
years by manual operatives against this distinction is a striking 
sign of the times!. 

The pr,eferential advantages, possessed by those bom of well
ta-do parents in regard to the higher posts of industry. have 
in effect something of the nature of monopoly: but they are 
not based on any exclusive compact. They are thus in contrast 
with such trade-union regulations as restrict particular classes 
of work to those, who have acquired their skill in it under the 
auspices of the appropriate craft. Some of these exclusive regu
lations appear to be justified by sp~cial conditions: but speaking 
generally, they are not on the satl\9 footing, as is often alleged, 
with those which prohibit anyone' to give medical advice in re
tum for payment, unless he is duly authorized to do so. For the 
patient cannot, as a rule, form a good opinion as to the quality 
of the advice giyen him; while the employer, or manager of a 

1 Of course the serfdom of Mediaeval England waa a survival of times when 
the ruling cla88eB were m effect officers of a nabon in arms: and the terse mihtary 
words of command extended into domestio bfe. So long aa "manuf&eturer" was 
really a man who "worke-wlth-hts-own-hands," there waa no broad line 01 
divullon between him and those who worked alongside him; though on oocasiou 
they might be subJeot to funous physical violence. But machinery made the 
ordinary manufactunng unit ao large, that the employer did beat for his output. 
by working at it only with his mind: and the separatlon which thus arose 
between him and hts "hands" was imperceptibly increased by the noise of 
machinery. The nOise of battIe demands short sharp words of command: and 
noUlll haa been a contributory cause to similar methoda in the factory Itself: 
whlle the quiet of the OOUllting house i8 conducive to quiet ud easy speech. 



INFLUENCES OF ADVANCE IN EDUCATION AND TECHNIQUE 639 

cooperativ~ business, can form a good opinion as to the quality llI,XIV,2 

of the work done for hIm by an artisan. Therefore the cases for 
partial monopolies by trade UnIons and by the medical profession 
are not on hke footing; though it is true that trade-union dis-
cipline works for good in some respects, and that the discipbne 
of the medical profession might be pushed to antisocial extremes. 

2. Real and apparent divergencies of interest among the 
manual labour classes; for some of which a remedy t'-s sought 
in collective bargaining for particular tasks. 

Trade unions have in some cases systematized a practice 
which has prevailed in many workshops, without any formal 
organization: it is to censure, and in some cases penabze, anyone 
who appears to them to injure the collective interests of the 
workers by doing more than his share of the work: the work in 
sight is regarded as a "work-fund" to be distributed as equally 
as may be. The practice is of older Jiate than the introduction of 
mechanical processes: but it has been inevitably fostered by them. 

When hand work was dominant, an artisan could gain dIs
tinction and reward by work that approached in character to 
that of an artist. For that reason he seldom worked fast: and 
his comrades could not complain that he absorbed more than his 
share of the work that was to be had. -

But ill the modern machine work, and especially in repetition 
work, output is apt to be judged by quantIty; subject to the con
dition that its accuracy and finish be sufficient for the purpose 
III view: and the capable mechanic earns distInction and money 
by giving his machIne every opportunity to do its utmost. He 
is alert to tend its wants, to keep everything.in the right place; 
and thus to secure that it is seldom idle, and never makes bad 
work. He makes the machine diligent: and the reward of its 
diligence goes partly to the operatIve, and partly to the employer 
who has secured his services. But his comrades look askance. 
Excellence of handicraft does not reduce the stock of work to be 
done: but large quantIty of output may be obnoXIOUS, because it 
invites a reduction of pIece-work price; and because it uses up 
more than they regard as one man's share of the work on hand. 

No doubt there are exceptional condItions under which slack
ness of employment in a narrow range of work may be percept-
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III. XI'IJ. 2. ibly increased by exceptional activity on the part of particular 
workers. But the notion that the condition of the working 
classes generally can be improved, if each group of them refrains 
as much as it can from using up the "work-fund" at its disposal, 
is the chief cause of the most bitterly antisocial policies into 
which the working classes have ever strayed. No doubt the chief 
immediate sufferers are as a rule particular employers or groups 
of employers: but, such stinting of production is most common 
in mdustries that make goods for general consumption, or else 
mlwhineJY (including ships and locomotives) to be used in in
creasing the supply of such goods: and therefore in the long run 
the working classes, as a body, are themselves the chief sufferers 
from it. Any section of industry that adopts the practice is likely 
to lower considerably the purchasing power of the wages of other 
workersl. 

The exceptional degree in which British artisans lent them
selves during the later part of the century to antisocial practices 
in regard to stinting of work generally, and refusing to manage 
more than one semi-automatic machine at a time, stands out 
in strange contrast to the general nobility and generosity of 
their character: for that appears not to be surpassed, even if 
it is equalled,. among the corresponding classes of any other 

I MISconceptions on this Bubject are still prevalent. But Mill well observed! 
"What constitutes the means of payment for commodItIes IS SImply com· 
modItIes. Each person's means of paymg for the productions of other people • 
COIlSlst of those which he hImself possesses. All sellers are ineVItably, aDd by 
the mearung of the word, buyers. Could we suddenly double the productive 
powers of the country, we should double the Bupply of commodItIes in every 
market; but we should, by the same stroke, double the purcbaamg power. 
Everybody would bnng a double demand as well as supply; everybody would be 
able to buy twice as much, because everyone would have twice as much to offer 
JD exchange." This matter IS considered in my Pri1lClplea 0/ Eecmomiu. VI, xm. 

It would be wrong to suggest that so astute a wnter as Mr O. H. D. Cole sup· 
poses thatthere is any sort of work-lund: or that so pubbc-spirited an .mthusiaat. 
as he has shown hunsell. would purposely mISlead ru. leas skIlled followers. 
But It is to be fea.red that some of them may be encouraged in defence of anti· 
social practices by hIS observa.tton that .. a btg hourly or daily output (m a 
general shop) does produce unemployment, because it prevents 'the nursing 01 
work.' ... The adoption of • scientific' SYlltems of payment, which gtve the worker 
an inducement to 'go all out' irrespective of the volume of work ava.Ila.bIe, un" 
doubtedly tends to increase the amount of temporary unemployment, aDd this 
is one of the most senous cntiOISDlS that can be levelled agamst it." (The pay" 
menl 0/ wageB. pp. 75-6) , 
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country. The explanation of the paradox: BeemB to be that III,xn',a. 
this evil sIde of trade-union policy was developed at a time when 
Britain's machine industries were so far ahead of those of any 
other country that they had little to fear from external competi. 
tion; wlule in other countries the necessity of making the most of 
the relatively imperfect appliances, in order to make way agamst 
British competition, was so urgent and so prominent that vested 
mterests in the sectional control of machinery had little chance 
of being developed. But the fathers have eaten sour grapes and 
the cluIdren's teeth are set on edge; there is now scarcely any 
industrial plant in BrItain, which has not its equal in America' 
or some other country; and such remnants, as still exist, of UD7i 

reasonable refusals on the part pf her artIsans to get the most 
that is possible out of her plant, tend to make her position as a 
leader of industry lower than it otherwise would be: and, since. 
Britain's working classes are the chief consumers of the products 
of her machine industries, each group of her artisans is hkely to 
lose by antisocial practices on the part of other groups more 
than it can gain by its own1• 

The latent good in many men was brought out by the nation's 
great emergency in the recent war: what success Government 
munition and other works had, seems to have been in large 

I Reference to this matter has already been made; above, pp. 103, 136-7. 
The extremist case of tIllS secuona.i selfishness whioh has Clime under my notrce 
18 that of a gJase worker In the MlIliands, who boasted that h18 loca.i UnIon had 
mastered the wage problem. No member IIIlght apprentioe more than one lIOn 
to the Industry: no one else IIIlght enter at a.Jl. Consequently the supply of 
labour deoreased absolutely. and not merely in referenoe to the populatl.on; and 
wagee had been forced up to £1 a day-a rate much more exoeptl.ona.i then than 
now. It was obJeoted that the Industry mustneoessarllY IIIlgrate: he answered:
.. Scarcely In my tl.me; the fixed plant cannot behghtly abandoned. Iht IIIlgrates, 
I will follow It: two or three weeke' wages will cover the expenses of movmg." 
Th18 .. Aohilles' heel" of Bl'ltam's industries attraots as muoh attentl.on abroad 
as It does at home. For mstance, an Amenoan wnter, quoted In The ECOnO.,"81 
of Apnl 26, 1919, remarks: "In England men are thoroughly wedded to the 
system of restrIoted output. In New York one man will run three gea.r-cuttl.ng 
machmea, but an Enghsh workmg man will run only one." Durmg the war eases 
are recorded of boys, str8.Ight from a Board Sohool, put on to a SImple operatl.on, 
who averaged £4. 158. In a norma.i week, and WIthout stram, earned at the same 
prioes at winch men had refused to earn more than £2. lOa.: and women earned 
£6-£10 where men had lOItered down to £4-£5. Those Instanoes are given In 

an instructIve article by Sir Lynden Macassey In the Eduwvrgh Review, Apr'" 
1919, p. 333. 

ar 
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ur,xrv,2. measure due to its power of compelling antisocial practices to 
be set aside in work for it; and to the hearty willingness of the 
workers to make sacrifices less exacting than those of their com
rades in the trenches. The Government's control of work, in 
regard to munitions and some other things, rode on the top of 
this wave of patriotic unselfishness, with results, which are 
notable; though inferences from them are not directly applicable 
to. ordInary conditionsl • 

Smce the appeal to a strong worker not to work so hard as 
to cast reflections on others who are less able, or even less in
dustrIOUS, is a chief cause, so far as the employees are concerned, 
of the vastly inferior peT capita output of British industries to 
those of America: welcome may be given to a movement in the 
direction of "collective" piece-work: under which a job is taken 
on contract by a group of workers, not necessarily of the same 
craft; and often including unskilled workers, and even hoys. If 
it is done quickly, the payment for it will exceed the aggregate 
of the time-wages of all; and the surplus is then divided out, 
generally in proportion to the time-wages due to each: this 
causes each member of the group to benefit by the energy and 
ability of every other. The scope of the responsibilities of the 
manual workers is not materially increased so far: but a second 
step is under discussion, which may have that effect; and, if 
successful, will go a long way towards lowering the monopoly of 
htgh responsibilIty which still generally belongs to the employ
ing class. It is suggested that, in alliance with organized office 
workeTs, a Shop Committee should arrange with the owners of 
the works that they should be free to take a contract from a 
customer. This suggestion, though without practical weight at 

~
resent, i!! significant of a broad tendency which manual workers 

are showing to endeavour to bring over bram-workers to their 
side. Unfortunately the faculties needed for the higher work of 

usines!! can be judged only by 'those who have those faculties. 
Under election from below several incompetent managers are 
likely to work havoc before one is found, who is capable of 
taking rightly those risks which are needed for progress. 

1 A httle haa been B8J.d on tlua matter a.bove, pp. 224--ii; 491-2. 
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3. Some further observations on the movement, voiced by III, XIV, 3-

tlte Whitley Report, for enlarging the influence of employees 
over those affairs, connected with their employment, in which 
they are most nearly concerned. 

( We now return to changes in the condItions of employment. 
Tlie world-war brought together men of all social ranks in the 
trenches, and thus helped them to know one another. It also 
enforced rapid changes in organization within industries and 
between industries: and it increased the need for explairung to 
all the urgency of new developments.. and for enlist~ their co
operation in overcoming the difficulties in the way.;)Thus all 
were inclmed to consider suggestions, such as were made in the 
Whitley Report, for setting up J omt Works COlllIIUttees, leadmg 
up to Joint Industrial Councils for each district, and then to' 
Joint IndustrIal Councils for the nationl . 

One of the main purposes of the Whitley Report is indeed to 
raise the status and develop the self-respect of the workman, by 
enabling him to form and express well considered judgments on 
all those aspects of the business in which he is employed, which 
specially affect rum; and in a less degree on the general policy 
of the business, in so far as there is no need for keeping them 
private. In all these matters "frank talk: h!Jls"; and, as the 
workman's knowledge and faculty expand, growing ~especr , 
~-gr~~~mnes~·~1!.<!~~dm:~~ _t.?"_ hm-ptJ~ • ,---

1 See above, pp. 393-4. The urgenoy of this movement was inoreased by 
the hurried, ... nd sometimes Ill-ooUSldered aotIon of Government, whloh was over
Btramed by the immense burden of the task Imposed on It: for though the ablest 
men in the oountry put thell" services at Its oommaud, often to thell" own great 
inoonveUlenoe and peounlluy 1088, many Imporlant seoondary tasks had to be 
entrusted to peoplo who laoked experlenoe, perseverance, sound judgment, and 
knowledge of thell" own lImItations. "Industria.! Unrest" was the subject of a 
series of CommISsions of InqUll"y which reported shortly afterwards. All of 
them assIgned ohlef places to nerve-stram caused by the events of the war; 
fatIgue due to overlong hours of work; to frequent dlSturbanoes of arrangements 
through changes m Government orders, by whICh the sereUlty of employers and 
employed was dISturbed: to the settIng aside of trade UUlon rules: and to the 
dISproportionately rugh wagenometlmes obtamed by unskilled labour, and even 
by bOYB. For lDSt&nce, m reference to the Weal M.dland. Area [Cd. 86651 pp. 7, 
8, it 18 reported that work was bemg done at pleoe rates "fixed m peace tIme when 
not only were oondItions more 161Surely, but ordera were reoelved In dozens and 
groaaes, where now they are reoeived In thousands and tens of thousands" i and 
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IlI,XlV,S. The Report suggests that the Joint Industrial Councils and 
Workmen'. Committees, already desenbed, shall include in their 
aims the better utilization of the knowledge and experience of 
the workers: settlement of general principles for fixing, paying, 
and readjusting wages with a view of secming to the workers a 
share in the increased prosperity of the industry: arrangements 
for fixing wages, piece-work prices etc. both generally, and in 
regard to particular jobs: technical training and industrial re
search: the development of inventions made by the workers, 
with the cooperatlOn of the employers; and legislation affecting 
the industryl. 

That is to say, it is proposed that everyone shall contribute, 
both as an individual and in association with his comrades, to 
the solution of such business problems as are of most direct in
terest to him and to them. This cooperation may be expected 
directly to promote correct understandings, by every indi'\TiduaJ 
and group, of the desires, grievances and capabilities of all: and 
indirectly to enable the more able and enterprising minds in each 
several rank to approach gradually towards a full comprehension 
of the supreme difficulties and strains involved in the piloting 
of a progressive business in a progressive branch of industry. 
The remainder of tbis chapter will be much occupied with the 
contrast between. these two kinds. of business. work-one of 
wbIi;'hilf"more or IeslUYhlin _the g~a.~p of every thoughtful and 
responsible person: while the_ ~ther requires somewhat rare 
faculties i. and In many cases, a longer special trainiDg than is 
needed for na'\Tigating a ship on the ocean, if not for making & 

correct diagnosis ol a subtle disease. . 

"in many cases the l\age reaches SIX, eight, and ten pounds a week, or even 
more, by workers WIth no prevIous expenence. At the samo tIme !.he Tool-maker 
and the Gaugc-ma.ker. bo!.h skilled men whose skill is the basis on wruch the 
machine operates ... are receIving conSIderably less !.han the pIece worker •••• The 
mJ ury to his self-respect IS as great as that to hIS pocket. .•• The Leaving Certlficate 
System prevents him from taJcing up repetition work himseU." 

1 It may probably promote, among o!.her thmgs: "Suggestions 811 to im· 
proved methods of manufacture, tools. JIgS, gauges: new methods of production: 
class of labour to be used on new types or reconstructed machines: critiCISm and 
adjustment in eDsting pIece-work pnccs ... due regard being had to custom ete_: 
oooperation With the management m supervision: shop troubles and grievances: 
suspensIOns and rusnusaala oonsequent upon slackness in trade: shop ruIea
timekeeping, meal hoUl'll, cleaning-time ete.: ohangea ••• between payment by 
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rna'll be diffused: but decisions as to the taking 0/ risks 
generally, and 0/ netv departures in particular, should re
rnal-n;/or the present at least, in the hands 0/ those who will 
bear the burden 0/ the risks. 

Judicious, orderly and vigorous management of routine will 
olten suffice to enable a busIness to prosper in an industry, the 
methods of; which are for the time practically stereotyped. 
But such management, while useful in its generation, has con
tributed very little towards progress: and, if routine had been 
universal, a country of the size of Britain would have afforded 
support for only a few million people, barely supplied with the 
necessaries of life. Progress has been effected on the scientific 
side by students and by business men: on the practical side 
by those business men, who have been alert to invent or adopt 
new ideas; to put them into practice, bearing the risks of loss; 
to improve on them, and again to improve on them. At each 
step these men have weighed many-complex considerations, one 
against another: and finally they have acted boldly and freely, 
because that which they risked was their own. 

No doubt in many industries the capital, required for 
efficient work, has become so large as to exceed the resources 
which are commonly to be found in the hands of a single owner, 
or even of a private partnership. And it is true that the 
directors of a joint stock company must sometimes take de
cisions, which are in effect final, as to large risks to be borne by 
capital of which they themselves are relatively small holders: 
but those directors are nearly always men of wide business 
experience; who have been in effect selected aud are still in 

time and accordmg to results: mattera relatmg to weUare: demarcation be. 
tween tra.des, With the free Ba.netlI)U of the Tra.do Unions concerned: advice on 
workshop oondlbons a.nd other ma.ttera a.ffectmg Ia.bour." See a paper by an 
engmeer in Labour and Oapltal after the War. edJted by S. J. Chapma.n, C.B.E, 
pp.151-2. 

At the moment of writing there appears to be some dJfferences of opinion as 
to the relations of the W1utley Counells to the great N a.tionaJ IndustnaI Con. 
ference. wluch is to oollect, digest, and disseminate information and suggestions 
that make for lOdustnaI progress; a.nd probably to develop Bome other functions. 
It may perha.ps be }Dore dJrectly representative of emfts, as dJatmgwshsd from 
industnes, than the W1utIel Councils are. 
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lII,:Dv,4. a measure supervised by strong stock-holders, who themselves 
have been trained in the fierce arena of great transactionsl , 

Now, though the employees of a business may often con
tribute advice and aid in the general management of a business; 
they are seldom in a position to form good judgments as to new 
developments of the business, nor even as to the selection of 
the risks to be taken in its ordinary course. Were it otherwise, 
businesses owned by the workers themselves would certainly 
have had a great past: and the general spread of enlightenment 
would have insured j.or them ~n ever increasing rapidIty of 
growth in the future. For so th9rough is the organization of 
capital supply now, that the past successes of businesses owned 
by working-men would have enabled such of them as were in 
good repute to obtain from bankers and others large supplies of 
capital at low rates. It may therefore be-inferred that the chief 
hindrance to the advance of workin$'-men to the control of 
business lies in a lack, not of capital, but of the training and 
habits of mind needed for dealing -wIth the larger problems of 
business policy; and especially deciding on doubtful ventures in 
regard to technique and plant, to marketing; and last, but not 
least, on the selection of the right men to fill the higher and 
more responsible posts. In these matters only those working
men who are of exceptional ability can form fairly good 
judgment: and, even if no jealousy intervenes, they are in 
great danger of being outvoted, These difficulties are greatest 
in those industries in which technique is changing most rapidly: 
that is, those on whose enterprise and resource the general 
progress of the world and the industrial leadership of a nation 
most closely depend2, This observation is consistent with the 
fact that a great part of the supply of business genius of the 
}lighest order, especially in America, has come from the working 
classes: for such genius is in great measure innate; and an a.lert 
youth in a factory or counting house ha.s great opportunities lor 
sharpening his WIts in relation to reaJities8• 

I See above, pp. 316-328-
\:Il'he expenences of cooperation and copartnership are of interest in this 

connectlon: llee below, AppendIx P. 
• See ahove, p. 3~9. The supply has indeed not been in full proportlon to 

the larlle numbers of the working clasaes: but this may be due partly to t.he 
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material only by continued leadership in those industries, 
wltich make large use of the mose 83lpeMve mechanical 
appliances: that is in those industries which have the greatese 
need 0/ the bold, judicious, unfettered undertaking' oJ" grave 
risks under dijficult and ever-changing conditions. . 

No thoughtful person regards with satisfaction the extreme 
inequalities of fortune, which are conspicuous in the present age; 
and, in great measure, have taken the place of the inequalities 
in military and polifacal power, which have prevailed in earher 
ages. As the herdsman and the gardener are more careful to 
protect from hurtful disturbance such cattle and plants as are 
of exceptional value, so an enlightened communIstic regime 
would take care that those, whose thought and work were of 
high value to the State, were able to give all their strength 
under favourable condltions to the discharge of their special 
functl<:ns. But that Ideal Golden Age, which almost every 
people has thought to discern in the past, permitted no sump
tuous expenditure save on public account--Privatus i,Uis census 
erat brlM8; commune magnum. 

The imagination, whlCh endowed the individual with heroic 
virtue, endowed the State with an equally heroic wisdom and 
activity in the service of all: and imagination, though vain, was 
logically consistent; for the State at any time and place is the 
chief emanation of the character of mankind then and there. 
Of course a despotic State may represent the aims of a military 
minority, but we are now concerned with a self-governing 
people. The State, which they evolve, will reflect whatever 
purity of aim and nobility of purpose are to be found in their 
lives, but no more: it is likely to be much less efficient for its 
purposes than they are for theirs, because its tasks are much· 
heavier than theirs. Nevertheless the State is tlie most 
precious of human po~sessions; and no care can be too great 
to be spent on enablmg it to do its special work in the best 
way: a chief condition to that end is that it should not be set 

fact that natura.! faoulty is m some degree mhented: and therefore a man who 
has the gemua needed for brilliant buamess snccess is more hkely to be the Bon 
of a parent who has made some oonsiderable advance himself, than of one who 
has not. 
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IlI,:l:IT,6. to work, for which it is not specially quahfi.ed, under the con
dItions of time and place. 

ID the early military ages, the despotic ruler-whether a 
monarch or a dominant section (such as the Roman fopulus, 
which called itself the "Republic")-could accumulate capital; 
by means of a large command of forced labour of slaves or 
serfs: such labour was capitalized in the great Roman Aqueducts. 
lI!~dern appliances for manufacture, and for transport by land 
and sea of imported food, materials and other things, in exchange 
for manufactured and other products, have enabled nearly the 
whole population of every western country to enjoy a greater 
'~:t;nount of comfort than was to be had by any but the very rich 
a few centuries ago. They have so dIminished the strain on 
human muscles that education is now a real force; whereas 
WIthout such aid the strain of severe manual labour would havo 
left most operatives at the end of the day's work, so tired that 
the brain would have been unable to make good use of any 
faculties that it had acquired. But yet a modern Government 
seldom accumulates capital: It is a brave borrower. 

In some countries a good deal is accumulated in driblets by 
peasant proprietors and other "small-folk": but in the pro
gressive western world the task is for the greater part in the 
hands of the middle and upper classes: and they consequently 
receive nearly all the direct money income derived from it. 
But that direct net income is small in comparison with the 
indirect benefits derived from the increased efficiency that the 
aid of capital bestows on man's productive work: these benefits 
belong to the whole nationj and much the larger part of them 
in the aggregate goes to the working classes. More machine 
power goes to the production, and more shipping goes to the 
carriage, of each pound's worth of a labourer's purchases than to 
each pound's worth of an artISan's purchasesj' and several times 
as much goes to each pound's worth of his purchases as to each 
of those of the very rich man. And yet, it must be repeated 
that the artisan, even when earning as good an income as many 
of those who are regarded as middle-class brain-workers, seldom 
saves as much 8S they dOl. 

1 The chief causes of th18 difference are no doubt to be found in trarutiono.ry 
(lUBtom and mherlted quahf.tes. But a mmor cause may be found in the fact 
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It is to be remembered that the income derived from capital or,xIV,1i 

did not increase as fast as the savings from which it was denved, 
until the time came for the State to borrow a great part of It 
at a high rate for the purposes of the world-war: and that, if 
the private capItal at the disposal of Britain and America had 
not been available, German .troops would have treated Britam 
as they did treat BelgIUm. Moreover, it seems probable that, 
If the motives and opportunities for the accumulation of private 
capital in Britain were considerably reduced, wlule average 
human nature and conduct remained much as it is now, her 
total supply of the material apphances needed for high grade 
manufacture and trade would be so much reduced by wear and 
tear, obsolescence, and exportation, that ere long her people 
would become relatlvely poor. In fact it might soon become so 
small. that an even distribution of the whole income of the 
country among all her inhabitants would bring down the in-
comes of all below that of the artisans and other well-paid manual 
workers now. Even as· things are, such a division would give 
more meagre results than is generally supposedl • 

that the WIdow of a working man and h1s daughter can earn thea livmgs and 
accept a,d m ways, for whIch derehct members of the middle classes have not 
heen prepared by previous expenence. • 

I Professor Bowley's The clllJl8ltm oj Ihe prorlvcl oj indual1y, 1919, shows the 
total income of Britam, derived from home sources, to have been m Hil3-l4 
£m 2,000 or £m.2,100: whIch "would not have Yielded more than £230 per 
fanuly of five; or £170 net after all rates and taxes were P&ld, and an adequate 
Bum invested in home mduBtrlea. The income brought home from abroad 
amolmted to about £m 90, or £10 a family. The average famIly is not however 
five as 18 frequently &8Sumed, but about 4l persons .... The average net in~ome 
of a fanuly .. would have been £153 from home-product, or £162lf moome from 
abroad 19 mcluded ... There are on an average nearly two earners to • famlly." 

SuggestlOns m th,s direction had been ooc&SIoned by anx,etles,less than those 
of the present troubled t,me. Thus in my Pnnc.plea oj Economsu (first edibon, 
1890, pp. 47--8) ,t is observed that slUce the repeal of the Cern-laws" the average 
money income of the people has more than doubled; while the pnce of almost 
all unp~rtant commodit,os, excep~ &n1mal food and houseroom, h&ll fallen by one 
half or even furtner. It is true that even now,lf wealth were w..trlbuted equally, 
the total production of the country would only suffice to prov,de necessarIes and 
the more urgent comforts for the people .... The average Income per head m the 
Umted Kingdom, whIch WQl! about £15 m 1820, is about £33 now; j.e.. ,t h&ll riseu 
from al10ut £75 to £165 per family of five. There are not a few artisans' f&JJUlJes, 
the total e&rIllIlga of which exceed £165, ao that they would lose by an equal 
w..trlbut,on of wealth: but even they have not more than is req1lired to IIUPl'ort 
a healthy and manY-81ded We." In the thIrd ewbon, 1895, thls eab.m&te 

:on-oS 
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III,:m,5. If Britain is to hold her place in the world, her growing 
population, ever more dependent on external supplies of food 
and materials, must be provided with enlarged and improved 
mechanical appliances for production; and therefore ever greater 
net annual additions to her accumulated capital must be made 
in order that her total real income (or National DIvidend) may 
be as large relatively to her population as was that of an artisan's 
family before the war: and a new spirit, in harmony with 
the patriotic emotions of the war, must rid her of her Achilles' 
heell. If everyone will get as much work as possible out of his 
plant while in charge of it; and, in those industries in which 
the plant is very expensive, will agree to work in shifts, so as 
to keep the plant at work for twice as long as the normal 
working day, then wages will be raised automatically far above 
their present level: and yet there will be an increase in the 
inducements 80 to develop plant as to greatly increase the 
National Dividend. Then all workers may receive as good pay 
3S the artisan does now: and the artisan, together with those 
office ~orkers who are on about equal level with him in the 
faculties required for their work, may speedily rise much 
above it2• 

Thus the future may be made brighter than the past by 
grea~r community of thought, action and sympathy; by a. 
fuller recognition of the dignity of man, and cordial cooperation 

of £33 per head was raised to £40: and in the seventh edition, p. 713, the guess 
IS hazarded (on much slighter foundations than those of Prof. Bowley's study) 
that the' income of the 49,000,000 Inhabitants of Bntam may be taken at 
£2000,000,000 or £40 a head; which was less than that of many artlsan famd.Ul8 
even before the war, when the purchasing power of money was still rugb. 

1 See above, p. 641 no 
11 The economy to be obtained by compellmg a single outfit of untmng 

meohamcal plant to work tWloe the number of hours wruch can reasonably be 
req1l1rlld of human bemgs, who are eas1ly tired. and whose We needs to be 
developed outside of theIr work as well as in it, is urged by Lord Leverhulme in 
The S.z-hour day. He lD.B1Sts, as many others have done. on the waatefulness of 
the Bnt1eh method of keeping the supply of plant and horse-power per thousand 
opera.tlveB somewhat below the American standard. It 18 Buggested in my 
Prone.plea (pp. 695--6 n ) that two sets might work alternately. With. seven· 
hour day one might work from 6 a.m. to 9 a.m. and from 12.30 to 4.30 pm.: the 
other from 9.15 a.m. to 12 15 p.m.; and from 4 45 pm. to.8.45 p.m.: they might 
change places at the end of each week or month. WIth a m-hon(day no one 
need work more than three hours contmuoWlly. 
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among all the various ranks of industry, and by a continued de- III,XIV,&' 

velopment of the fundamental punClples of the WhItley Report. 
When man has been raised to a level far higher than he has yet 
attained, he will have raised the State also to far hIgher pos-
sibilIties than it has yet reached: and then industry is hkely 
to be recast on some plan not yet in sight. For human ~ature 
has developed new possIbilities in almost every generation 
under quiet and o~erly conditIOns; and it has progressed very 
fast in this country durmg the last fifty years. 

One indication of this progress is the increasing solidity and 
breadth of socialistic schemes: for instance "labour" is no longer 
regarded as exclusively manual; and the GuIlds now suggested 
are to make use of the best scientific, technical anq admmistra
tive ability that they can attract. But it seems that these new 
schemes, lIke those of earlier times, look only at the surface 
difficulties of business; and do not attempt with patieI?-t care to 
track out the effects of effects, and the causes of causes. In 
particular they appear to regard economic progress as a thing 
that goes almost of itself: they take little thought for its 
dependence on deep insight, on farseeing fore-sight, on sound 
judgment in selecting new developments of technique and 
organization, and on the courage of leaders of mdustry in taking 
selected risks on their own shoulders. Even the most adnnced 
schemes for National Guilds seem to ignore the fact that the 
State has been a borrower rather than an accumulator of capItal; 
and to take little or no account of the superhuman ability 
required on the part of those persons in whom the chief functions 
of "the State" are to be concentrated, when called on by a 
Guild to advance more capital in order to replace some that has 
been lost in an ill-fated venture, or to enable some new venture 
to be put through. No doubt the State, like man himself, is to 
be born anew in the new age; but no definite provision is made 
for this re-birth; and meanwhile the intimate dependence of 
progress on the right taking of risks, seems to be ignored 1. 

1 But such schemes may pomt the way to sohd progreBB in a later age, when 
80me oversIghts have been corrected by expenence. And bold lmagmatrons, 
though unbalanced and dangerous as guIdes, often contam a 80hd kernel, from 
wIDoh are evolved m a later age lmportant results, far removed from the &lms 
WIth wIDeh they were originally associated. So a short acoount 18 grven m 
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III,:nv,6. 6. S()me general c()7lClllsWns. Sectional, national, and in-
ternational interests. Anglo-Saa:ons have generalJ,y eschewed 
the more antisocial forms both of competition and combina
tion. Oollective control of industr1J 'Ioould be unfavuurable 
to the best selection of men for its '11lOst responsible 'U,ork. 

In this Book and in Book n we have been occupied chiefly 
with the relations of sectional to national interests. But it will 
be wml to revert for a while to the point of view of Book I, from 
which na~ional progress was seen as in great measure dependent 
on world progress; and to consider the partial likeness, which 
the relation of national to cosmopolitan interests bears to that 
between sectional and national interests. 

Many sectional interests within a country are concentrated 
in particular places, in consequence partly of unequal distribu
tion of mineral_ and other natural resources, partly of more or 
less accidental localization of special industrial aptitudes. But 
special local interests are generally recognized as definitely sub· 
ordinate, on moral and on political grounds. to those represented 
by the central Government: while devotion to national interests, 
to the almost complete exclusion of those of the rest of the world, 
is implicit in. much ordinary conversation, and is proudly 
asserted even by some thoughtful people. 

The recent growth of a strong sentiment in favour of a 
League of Nations, may ultimately have BOme power to foster 
cosmopolitan interests. It is an evidence of under-currents of 
thought and fecling, which were felt at the Universities and 
elsewhere half a century ago, and are now becoming prominent. 
Science is already almost completely international: nearly every 
change of political thought and sentiment in anyone western 
country soon spreads some waves over others; and the same 
is true of progress in industrial technique. Capital is also 
in great measure international; facilities for travel and the 
transmission of news by wire and by air are enabling the new 
education of the masses of all western peoples to become in
creasingly international. Recent d!scussions, arising out of the 
emergencies of the great war, have quenched many jealousies, 

pp. 657-660 of some proposals for setting up National Gwlw. in the place of 
the present mechlUllSlIl of mdustry and trade. 
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and have effected friendly Compromises in regard to conflIcting I1I,Xlv,6 

interests: but yet the tIme seems far off at which each country 
will dehberately abstam from any actIOn, which would bring 
benefit to "her, on the ground that it would cause somewhat 
greater detriment to others. If that end is ever reached, the 
way to it may perhaps be led by the increasingly mdependent, 
but also increasingly cordIal, relatIons between Britain and her 
Dependencies. In all internatIOnal trade pohcies, her great 
Dominions are able to take full care of theIr own interests: but 
her Crown Colonies and India are not in equally strong POSItiOns; 
and therefore BrItain is morally bound to attach to each of 
their interests afl least as great a weight as if it were her 
ownl • 

In Books II and III we have been increasingly occupied with 
the observations that the term" competition" has many different 
interpretations in common usage; that the same is true of the 
term "combination": and that consequently indiscriminate 
praise or blame of either is futile. Varieties of competition seem 
to fall in the main under one of the following three heads: 
(a) friendly emulation, implying cooperation in case of any need, 
as when two friends rival one another in the ascent of a drlficult 
mountain: (b) ordinary business competition, in which each of 
several neighbourly producers or traders endeavours to get ahead 
of the others; but neither makes, nor tolerates the makmg by 
others, harsh judgment of their actions: (0) competition with 
destructive aims, m which each would go to some trouble and 
expense in order so to hurt others, as to clear the field for his 
own advance. The largest and the most savage developments of 
destructive competition on record have been incidents in cam
paigns for crushing inconvenient competitors by a Juggernaut 
car of combmation striving for monopoly. And It is noteworthy 

I In particular no plea should be ontcrtamed for Protccuve taxes on Imports 
into Bntam compeutIve WIth some of her own industrIes, however strong the 
nauonel need for developing thom may be; unless a smular prInciple is apphed 
to selected Inchan manuf&etures, whose youthful strength 18 IDsufficlent for com. 
petIuon on nearly even terms WIth nvelamports from Bntam and other western 
countnes. These conSlderauons are developed a httle further 10 pp. 26-9 of a 
Memorandum by the present wnter on the Fucal PolICY of Intel"7l4h!»l4l Trade, 
prmted by order of the House of Commons, C. 321 of 1908. 
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llI,IIV,6. that some vehement strategic denunciations of competition as 
essentially malign and rancorous, have been uttered by advo
cates of combination for the purpose of raising prices to artifici-
ally high, if not to monopolistic levels. . 

Again, the term "combination" has three similar connota
tions. It is often applied to constructive associationl • Some
times it refers to joint action for the regulation of prices; as for 
inst!l,!!ce by cartels or trade unions, which keep the door open to 
all 8u~table applicants for admission, but nevertheless set them
selves to push up the prices of what they have to sell: sometimes 
it suggests dehberate destructive competition by a group of busi
nesses aiming at monopoly. So long as the term "suitable" in 
the second of these connotations is interpreted with reference to 
the interests of the community in obtaining good service, and 
without any design to stint supply in the interests of a section, it 
does not offend against the fundamental ethico-political rule that 
everyone should have free access to the highest orders of work 
of which he is capable-carrieres ouveTtes auz talents. 

In this matter manufacturers and other employers are more 
directly-though not more deeply-interested than the nation 
generally: and they seem to fail in their duty to themselves and 
to the nation, when they unconsciously countenance evil develop
ments of trade-union policy. by setting up associations of the 
combative order of German cartels. .An urgent obligation lies 
on the State to search out and correct such malign practices by 
methods of the same thorough and uncompromising character 
as those of the American Federal CODl1Il.Jssion: for by such means 
only is it possible to allow unfettered hberty of association for 
constructive purposes, while curbing antisocial devices. 

There is indeed but one moral rule and there should be but 
one aim of authoritative control, for the operations of trade, for 
the attitude of employers towards employees, and for the attitude 
of employees to their work. Every sort of association that enriches 
hfe by giving to the individual broader, and therefore presumably 
higher, interests than those which d4-ectly concern his own well
being, is to be cherished: but any tendency to curtail important 
activities unduly (i.e. before they have reached the point at which 

, Such &II that deacnbed a.bove, pp. 6O~16. 
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fa.tigue becomes a. serious evil) In order to obtain an artificial III, XIV, 6. 

advantage in bargaining, is to be condemned as antisocial. 
The predominance of constructive over destructive forms both 

of competition and of combination is even mQre important to 
Britain than to other countries: for her responsibilities in the 
world are far greater relatively to her natural resources than are 
those of any other land. Because she has achieved so much 
relatively to her resources, she is bound to foster her acqmred 
sources of strength with exceptional vigilance and energy. 

She needs to obtain vast quantities of food and material from 
countries, that have relatively large natural wealth, by exporting 
to them commodities made by such excellent appliances that her 
working classes will be able to obtain the larger necessaries and 
comforts of hIe-even after allowance for expenses of transport
at the cost of no great amount of labour of her own. If her in
dustries follow America's lead in largeness of supply of plant to 
each worker: and if the short-sIghted selfishness which has 
developed the evil practice of stintmg output (whether by trade 
unions or by employers' associatIOns on the cartel model) be 
abandoned, then she may prosper: but she may rapidly fall from 
her high place, if she becomes slack jn any respect. 

A characteristic of the last few decades has been the increas
ing affinity between industrial evolutIOn, and progress towards 
government of the people by the people: and therefore it is worth 
while to reflect that the special qualIties, which made England 
an industrial leader, were shown in her political evolution during 
many centuries, in which her industries lagged behind those of 
other lands1• They had indeed deeper roots aD,d acquired much 
larger scope, than those that were needed by the earlier forms 
of merel~ industrIal organization; and their first great achieve
ment was to enable her gradually to develop true popular self
government on a large scale. A bold guess may be hazarded 
that a thousand years hence, when all economic institutions, 

1 See above, pp. 35-39, and 179: also below, pp. 700-718. 
A tribute should also be paId to somewhat smular natJonal charaotenstJos 

which ha.ve preserved the mdependence of SWItzerland; though the geograplucal 
oonrutJ<lIl8, whioh ha.ve helped,her to mamtaIn It, ha.ve also oonfined Its mfIuenee 
Wltlun ~w bounde 
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III,XIV,6. and nearly all economic rights have been remoulded several 
times, a. chief outstanding fact in the history of the past will 
be the spread of the Anglo-Saxon language over a great part of 
the world, regarded as the result of the early faculty of the 
j\.nglo-Saxon temperament for ordered freedom. 
, Self-restraint in the statement of claims, and resolute per
sistence in those which have been finally approved, have gener
ally -enabled Anglo-Saxon peoples to move forwards steadlly: 
retrogressions have occurred, but they have been rare. And, as 
an indirect, but perhaps necessary, consequence of this character, 
both competition and combination in Anglo-Saxon countrIes 
generally have been more inclined to construction than to 

'destruction. It is indeed true that some violent ebullItions of 
competItion, chiefly in pursuit of monopolistic combination, have 
occurred in America: but they do not appear to have been 
numerous relatively to the rapidity of growth and change in 
her industrial structure, to which no near approach has been 
seen elsewhere. America has attracted the most eager and ex-

. citable strains of the Anglo-Saxon, the Celtic, and Slavonic races: 
and yet Anglo-Saxon moderation and stability have enabled com
petitive and monopolistic abuses to be kept within relatively 
narrow limIts, with but little direct intervention of authority. The 
chief weapon of the Bureau of Corporations .has been publicity. 

So far we have been concerned chiefly wlth movements, which 
have passed, WIth more or less success, through the ordeals of 
sustained working and many-sided experience. But we may·now 
allow ourselves to venture a little on untried ground, and specu
late as to the future; not being deterred by the re1lection that the 
fond fancies of one age as to noble pOSSIbilities of social develop
ment have not very often evoked as much approval 8S mirth in 
later generations. 

We may begin by reference to National Guilds: for they claim 
with some partial justICe to be developments of movements, 
which may be traced in nearly all phases of civilization during 
more than two thousand years; and to have earned some s~rt 
of certificate from the past. In fact however those parts of their 
policy, which are at once most novel and most alluring at first 
sight, seem on consideration to involve grave hazards to social 
stability and progress. 



NATIONAL GUILDS 

() .., ,.,~l 
7. National Guilds. ~ 

It has already been noted that the (Whitley) Works Com
mittees and Joint Industrial Councils embody something of a 
movement in the dirertion of loyalty to others engaged in the 
same industry, by the side of, and occaSIOnally in preference to, 
loyalty to the same craft. The claims of industrial Guilds have 
drawn support from this movement; whICh belongs especially 
to the last few decades, and is in the reverse direction from that 
which set in a century earlier. For, as the eighteenth century 
passed into the nineteenth, the dominant industrial unit ceased 
to be a workshop, owned by the leading craftsman in it: and 
after two more generations had passed the employer, even if he 
had been a working man himself, was chiefly concerned with the 
organization and the finance of a large establishment; though, 
especially if engaged in engineering, or allied work, he would 
of course supplement technical studies by some manual 
experience1• 

Towards the end of the nineteenth century, the number of 
tasks handled in the same factory became so great that the 
various craftsmen engaged in them had scarcely any common 
bond: each craftsman in the factory looked to his own Union for 
guidance and aid in regard to pay and other matters. Loyalty 
to craft gave scope to some of his higher emotions: but the 
general interests of the business in wluch he was engaged did 
not appeal strongly to him. So the suggestion that the State 
should own all capItal and directly control all industry appealed 
to his idealIsm, as well as to his desire for greater material 
comfort: and he was inclined to approve the mystio reasoning 
with which Marx "coquetted," and which olaimed to prove 
that though a worker has a nght to his own earnings, yet 
any part of them which he or anyone else uses in facilitating 
production, encroaches on the rights of the State. He often 
regarded the Marxian doctrine, that all· profit derived from 
private capital is "theft," as an overstatement of an important 

1 Some employers are ekdled craftsmen. One. whose engmeering works 
were large and VarIOus, told me that he had mastered rus whole plant: he eould 
step into the place of any operative. and show rum how to do Ius lob e~y and 
neatly 
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III,:m,7. truth. So far socialistic tendencies went very much on the 
same lines in most Western lands. 

But the attitude of Anglo-Saxon workers differed from that 
of Germans and others, who rejoiced. in the apparent vigour of 
autocratic Government, and cared little about freedom for its 
own sake. Fabians made something of a compromise with pure 
Marxian doctrine. But in recent years their influence has de-
,c~e2· in Britain relatively to that of a school, which insists 
that though collectivism might increase the material comforts 

-of the workman, it would not develop his self-respect: the post
man is not made free by escaping from the control of an 
employer, who may be sympathetic; and coming under that of 
officials, who must obey orders, and have no power to indulge 
their sympathies. 

The new movement therefore puts into the forefront the 
dignity of the worker, whether with hand or head, as a man: it 
claims thus to evoke his full energies and give them free play: 
and finally so to increase production that material well-being 
would be raised generally, even though the State, while annex
ing private capital, give in return bonds of its own which will 
yield an income equivalent to normal interest on the capital for 
a period of say forty or fifty years. Business men may con
tinue their activities in the service of their respective industries: 
but the whole of the operations of each industry will be con
trolled by those engaged in it, who in their collective capacity, 
as a Guild, will pay rent to the State for the means of pro
duction. 

On this plan control is to be guided by the highest available 
technical knowledge and business experience. For, though the 

. State takes over all business plant, with some sort of compen
sation to its owners, the Guild is to avail itself of every suitable 
faculty that will participate in its task. While all its members 
vote on its main problems, the policy thus directed will be 
carried out by those whom the Guild may consider most cap
able: whether they are compensated ex-capitalists, experienced 
managers; or ,manual workers, who have shown high faculty 
under the new conditions. Thus the plan is on a different 
intellectual level from those which regard the whole product of 
industry as belonging to the operatives; and think but lIghtly 
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of any work that is not manual. It leaves trade-unions, or III, :I:IV, 7. 

their successors, in full control of ' the internal management of 
particular crafts, but the main organization of industry is to be 
based on "function"; and there are many industrial functions 
beyond the scope of anyone craft, and therefore of any trade-
union. 

In order to avoid arousing stroP.g....oPIWSltioIlJ--wli:ilb the 
move!!lep.'r]ciwa"idiJQij<!.~ __ ~ _I!till ,rather weak,. caution is 
re«Q.qJ.w,en.dedp. "The keYUQt~.JLiUCl Eru:roaching Control": 
but, when the goal has been reached, "economic sovereignty is 
to be shared between the Guilds (with whom will lie the initiatIve 
in the economic no less than in the purely industrial sphere) 
and the State (which stands by as guardian of communal mterests 
that might otherwise be lost sight of)!." As a means to trus end, 
the shop committees are to begin by making lIDpossible the 
position of any foreman, whom they do not approve, "such passive 
approval to be transformed at the earliest possible moment 
into active election by the workers themselves, so that the 
shop steward becomes the officer not of the Union only, but of 
the industry." "CollectIve Contracts"-arranged by the Union, 
which itself wstributes the money received, are to be mcreasingly 
substItuted for individual contracts. "As the functions of the 
employer pass from him one by one, his fundamental character 
as a profiteer will become more obvious. .. and this will fatally 
impair what is even more essential to his power-his prestige2." 

The scheme is thus elaborated by Mr G. H. D~here 
is to be set up in each works, subcommi~d by all the 
workers in the several shops; and a Works COmmIttee elected, 
directly or indirectly, by all the shops. A District Committee is 
to consist of members elected by the several Works Committees, 
together WIth craft representatives elected by the local crafts. 
These are to lead up to a National Guild Executive and a 
National Delegate meeting of representatives of each craft in 
each district. Foremen and Managers are to be elected by those 
manual and clerical workers respectively who would serve under 

1 Bechhofer a.nd RecIntt. TAe meaning oj Natwnal Guslth, 1918, pp. 284, 5. 
I lb. pp. 286, 7. Awnterisquoted WlthapprovaJbythem(p 335)whosaY8:

.. A correotlve for lUWClaJ arroga.nce will need to be wBCovered: perhaps ... by 
rendenng the JUWClary eleotlve ... by GwId a.nd ClV1C Congresses" 
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III, XIV,. 8 ;them, for each works and for the whole Guild. SlDlilar provision 
V is to be made for experts, for each works, for each district, and 

for the whole countryl. . 
The Central national control of all industries is to be in the 

hands of (a) a Guild Congress representing producers; (b) Par
liament representmg "the people as consumers"; and (e) a some
what mysterious body, on which" not merely all the citizens, but 
all.the citizens in their various social activities are represented"; 
which is on occasion to settle controversies between the Guild 
Congress and Parliaments. He insists that .. the Collectivist 
Utopia would be a world of public trusts: the Guild Utopia 
will be a world of producers' cartels, workt'd in the interest of 
the whole community. If the Guild is not to fall into mediocrity 
it must preserve the distinctness of works from works, of locality 
from locabty and of nation from nation. It is thl' organization 
of human dJ.fferences on the basis of human identity3.'1 

. In the present economic system, discipline is enforced in 
great measure automatically "by an unseen hand." It is often 
rather harsh; and its severity calls for frequent mitigation by 
human effort. But if automatic discipline is removed, an all
pervading authority must be invoked to check abuse in small 
matters as well as in large. Unless Guild organization develops 
some notion, of which it at present seems to have made no forecast, 
it may probably dnft into chaos, from which rehef can be found 
only in a military despotism'. 

8.· Possibilities of tke future. 
Let us now imagine some possibilities of the future, which 

may be attained without casting the experiences of the ages to 
the winds; and without supposing that methods of organization, 

I Self-govcrnmenl I" indU8trg, 1918, pp. 257-268. 
a lb. pp. 86-88. 
a lb. p. 154. Ma.rx might have envied thIS phrase. 
• In twa matter, as 111 some others, Mr Cole (Sel/.gO'Cet'nment I" indu8try, 

pp. 234--9) seems to follow closely m the paths of St S11I10n, FourIer, and other 
IlIlrly socialIsts of noble character and Vivid poetic imagmation. The last new 
version of the Golden Age IS to bring out latent powers of goodness in human 
nature: the task of regulatlon is to bs as simple 811 it would be if a.ll men were 
811 unselfish and earnest as the wnter himself: the v&et cbffioultles of modem 
busmess organization are so completely left outbi account as to imply that they 
have never been senously stuched. • 



POSSIBILITIES OF THE FUTURE 661 

which have never attained lasting success on a considerable III, XIV 8. 

scale, will prove permanently efficient under the wand_..2f a 
agoil,l.jistjc J!.rophet- "'< 

Stress must be laid o~ the extent to which industrial strength 
is being Increased by the broadening of the basis, from wluch 
can be drawn men endowed with the high faculties needed 
for the more responsible posts in industry. Until recently the 
supply came almost exclusively front a rather thin upper 
stratum of the populatlOn. It alone had a great surplus of 
material resource over what was needed to supply the neces
saries of hie; and sufficient freedom from"()ppressive manual toil 
to be able to devote much mental energy, save in exceptional 
cases, to the larger problems of thought and work. 

But it has now a larger sense of social responsibility; and, 
aided by the application of natural forces to much of the heavy 
work that wearied the manual worker, it has contrived larger 
opportunities f9r the masses of the people to develop the ruga 
faculties born in them: and the State can now look to the 
rp.ain body of workers as the source of much of that higher 
administrative work, which used to belong almost exclusively to 
the well-to-do. This change was emphasIZed by the Whitley I 

Report, and it will be promoted by Joint Industrial Councils; 
though theIr efforts may not reach far towards a wide dis-) 
semination of the supreme tasks of conceiving new venturesj 
weighmg their promises and their risks, and making a wise 
selection. There is a rapid increase in the number of those who 
have the strength and the elastIcity of mind and character 
needed for the larger responsibilities of industry: but un
fortunately the probability that the best men will be brought, 
to the front is bemg diminished by several causes. , 

Records of a. man's work in one grade of industry throw bu~' 
httle light upon his fitness for a higher grade, in whIch dIfferent 
faculties are required. Everything, that is within a man, does 
indeed come out in close intercourse with those whose quaht~s 
are at least as high as his: but in a large business those, whose 
own qualities ate high, are seldom brought into much direct 
contact with the main body of workers. The foremen and 
other officials of medium grades are not always quick to 
appreciate fully any higher qualities that may be latent in 
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IIl,Xlv,s.ja young artisan: they judge him probably by his output; but 
" that, though a good measure of his value as an operative, is 

a very poor measure of his higher capabilIties. 'th!_~!paJI 
~~<?Xe!'.. :who- knew all his Jll,.e~t. ~~~.j:!'!..! Eroad distinctIOn 
between the value to the business of a partIcular operative, and 
the value of his work: and would go out of his way to retain 
anyone who, though not specially expert and quick with his 
haru;ls, would be likely to develop such faculties of judgment 
and resource, that considerable responsibilities might be thrown 
upon him later on; and thus the man whO had latent high 
qualities would be drawn upwards. But such a man might 
not be much liked by a foreman or other minor official of a 
large business, whose horizon is more limited than his own: 
and his value is lIkely to be reckoned' merely by his 
outputl . 

This likelihood, that in a very large business the latent 
capabilities of a man will fail of recognition by his immediate 
superiors, is to some extent both a cause and a justification of 
a tendency to promote according to seniority: especially iJ 
the work to be done is such that the output of anyone man is 
not easily to be distingwshed from that of others. As is well 
known, this tendency becomes an almost absolute rule in many 
kinds of employment under Government: for officials, who 
lhave made their way by seniority, are natufally inclined to 
promote by the same ruleS. National Guilds propose at st~rting 
to annex the services of men who have been trained in inde
pendent businesses: and that device may serve for a time. 
But when those lOen have gone, and the Guilds have to train 
their own leaders, they are lIkely to find unexpected dIfficulties 
in the causes just indicated. 

-!o sum up this.. group 6f considerations:-Moral and 
economic advances depend increasingly on the extent to which 

1 Tlus 18 a. chfIerent thmg from eaymg tha.t his value would be reckoned In 
proportlon to his output. For it is obvious that the work of a man In cbarge of 
very expenSIve plant, who gets out of It a qnarter as much agam as anotber, 
may be worth twice as much as the other one, if neither hu any latent capacity 
for mgher work than that on wmch he 18 engaged. The phrase "equal pay for 
equal output" hu its uses, but is llable to be gnevously mlsapphed. 

• Reference may be made In thls conneotlon to the fizst and fourth SectJOIlS 
(If Book II, Chapter %, see also pp. 580-4. 
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the most strength-giving influences can be brought to bear on III, XIV, 8 

character: and among these a chief place must be assIgn~d to 
the selection of men for responsible posts in accordance with 
indications that they are likely to develop in those posts 
faculties, for which they have had relatively small need in the 
past. Only independent heads of business are in a positIOn to 
make such a selection with free hands; and only they have full 
incitement to exercise their best energies in the selection. 

But yet there is room for large hopes. Leavmg wars out 
of account, we may perhaps reasonably hope for a gradual 
extension to nearly the whole population of those resources and 
opportunities, which are needed for comfort and for the full and 
harmonious development of the higher human faculties, on the 
followmg condItions: (i) that mankind set themselves greatly 
to increase the supply of mechanical !;,ppliances, which are to 
raise the condition even of the humbler classes of mankind by 
acting as slaves for them: (li) that they make these slaves so 
numerous and powerful; and manage, to keep them at work for 
so long hours by alternating sh.rlts of attendants, that even the 
lowliest of human operatives need work only during short hours; 
though with energy while at work: (iii) that they raise the level 
of general education till there are scarcely any adults, who can 
only do such ~ple work, as is within the capacity of a properly 
guided mechanical slave: (iv) that they develop assiduously'the 
channels by which those who are endowed with high faculties 
of thought and invention, of enterprise and administration, may 
rise rapIdly to posts of responsibility commensurate with theIr 
qualities: (v) that they keep constantly in view the broad 
dIstinction between tasks of orderly business management, 
which conscientious officials perform adequately; and tasks of 
constructive enterprise, on the bold and enhghtened discharge 
of which economic progress mainly depends, _though they are 
often beyond the power of the official, and even uncongenial to 
his temperament: (vi) that they recognize (a) that the most pro
greSSIve business men value the freedom to take risks on their 
own account, and to earn a reputation for able leadership, by 
Iluccess in leadership which cannot always easily be proved 
otherWISe than by its pecuniary results: but (b) that an adver~ 
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UT,XIV,8 tide which retards all rowers does not materially diminiRh the 
"jesrore1'iluTatiOi:lm &" race;- andtiieref~~; (~) that enterPrise 

may be maintained, even though those whC? are rich are required 
to make large contributions for national purposes: (vii) that they 
remember that all taxes on resources, which might probably have 
been used for the increase of the material slaves of man, are 
prejudicial to the whole people; and in some respects especially 
pr$dlCial to the poorer members of it: and that therefore the 
produce of exceptionally heavy taxes on capital, or on income 
derived from it, ought not to be used to defray current expendi
ture: (viii) that at junctures such as the present, when the 
national burden of debt is an enormous heritage of evu for 
coming generations, they insist that the produce of all taxes, 
wluch tend considerably to check the accumulation of private 
capital, be devoted to the reduction of that debt: (ix) that they 
take account of the tendency of capital to emigrate from a place 
in which it is unjustly handled; though a country, which 
nourishes and stimulates callable business enterprise, will con
tinue to attract capital, in spIte of its being subject to some
what heavy taxes there: {x} last, but not least, that employers, as 
well as other capitalists; employees; and in short all classes and 
groups, eschew all practices which tend to raise the market 
values of their services or products by making them relatively 
scarce. 
~he problem of social aims takes on new forms in every age: 
but underlying all there is the one fundamental principle:-viz. 
that progress mainly depends on the extent to which the 
strongest, and not merely the highest, forces of human nature 

..(lan be utilized for the increase of sOClal good. There are some 
doubts as to what social good really is; but they do not reach 
far enough to impair the foundations of this fundamental 
principle. For there has always been a substratum of agreement 
that social good lies mainly in that healthful exercise and 
development of faculties which yields happiness without pall, 
because it sustains self-respect and is sustained by hope. No 
utilization of waste gases in the blast furnace can compare with 
the triumph of making work for the publIc good pleasurable in 
itself, and of stimulatmg men of all classes to great endeavours 
by other means than that evidence of power which manifests 
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itself by lavish expenditure. We need to foster fine work and III,XIV,S 

fresh initiative by the warming breath of the sympathy and 
appreciation of those who truly understand it; we need to turn 
consumption into paths, that strengthen the consumer and call 
forth the best qualities of those who provide for consumption. 
Recognizing that some work must be done that is not ennobling, 
we must seeK to apply the growing knowledge and material 
resources of the world to reduce such work within narrow limits, 
and to extirpate all conditions of We which are in themselves 
debasing. There cannot be a great sudden improvement in 
man's conditions of life; for he forms them as much as they form 
him, and he himself cannot change fast: but he must press on 
steadfastly towards the distant goal where the opportunities of 
a noble We may be accessible to alP. 

Organic life on this little planet, which has been inhabitable 
for only a few thousand years, may indeed perhaps olaim to 
have made fair progress, morally as well as physically, in a 
minute fraction of the period during which the stellar universe 
is known to have been nearly in its present form. Other 
planets, which have been suitable for the maintenanoe of organio 
hfe during much longer periods, may have gone a long way 
towards solving socio-economic problems, of whioh we are only 
able to touch timidly the outskirts. In partioular they may 
have e!}d....many of those'responsibilities of the individual to 
the State and of the State to the indIvidual, as to which we have 
learnt so much in the last few generations, that we appear to 
have made some oonsiderable way towards fathoming the depths 
of our ignoranoe. But it seems that, the longer we ponder, the 
greater must be our diffidence in prediction, and the more pro
found the awe with which we regard the Divine Governance of 
the Universe. 

1 This paragraph is substantially reproduced from an article on "The old 
generation of econormsts and the new," published m the Harvard Quarterly 
Journal 0/ EconomlC8 m 1897: and somethmg more is saId on SImIlar BubJects m 
the last chllpter of my Pnnclple..t 0/ EconomlC8. 
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III, :nv, 9. 9. Nature and limitations oj the con8tructive work oj a 
democratic Government in regard to industry. 

To return to the hard realities of actual life:-It has 
been indicated1 that, although the semi-military organiza
tion of Imperial Germany was well adapted for the methods 
of bureaucratic control, other methods are needed by a nation 
whicIi governs its own Government: but a little more must be 
said on this subject. 

Each of the numerous Government offices in Westminster is 
in some measure bureaucratic. Its officials have for the greater 
part been trained from early manhood onward in its work; 
and promotion has been governed by seniority, with some little 

, reference to the claims of exceptional ability. In broad matters 
however the ultimate de.cision depends on a Minister, whose 

I kn..?w!e~g~_ of t}te'tecihnique of his Department_is seldom great. 
He is likely to -bring -a' fresn and alert mind to its problems, 
but he has inany other things to think about: and he has done 
his duty well, if he listens carefully to the suggestions of his 
chief subordinates; and endeavours to bring the Cabinet, and 
afterwards Parliament, to adopt such of them, as seem to him 
well conceived and likely to prove beneficial. His competence 
to decide on its business problems is therefore likely to be 
inferior to that of a man of equal natural ability and energy, 
who has given his whole time and strength to the thoughts and 
the actions that relate to the same business problems; and who 
has tested .his judgment by applying it to many various risks 
which appertain to them, and which he has borne on his own 
shoulders. A Minister must continue to devote much of his 
energy to the great tasks of political statesmanship; and must 
apply those faculties of persuasive oratory, to which his high 
position is largely ~wing, in advocating the chief measures of 
general publIc policy, on the success of which the Ministry 
depends for the maintenance of its position. That is work of 
the highest importance: but in regard to his responsibilities 
as head of a vast business it is a grievous, if not a disastrous 
hindrance. 

I Below, pp. 800, 1. 
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Consequently, for good and for evil, the main effective III,nv,9 

responsibility for the conduct of the higher business of a De
partment rests with its chief permanent officials. They have 
perhaps entered on their work With eager enthusiasm: but 
enthusiasm is seldom in high favour with their seniors. For, 
though Ministers are likely to select as private secretaries men 
of alert and enterprismg minds, they often acqwesce in the 
common rule of promotion by seniority, save in exceptional 
cases: and this rule perpetuates itself, because those, who have 
prospered under it, appreciate its convenience more fully than 
its shortcomings. 

Therefore a new technical advance is apt to be regarded 
coldly by a Government Department; for regulations which 
have been worked out with much care for the control of old 
estabhshed methods, may not be applicable t3 the 'new method: 
so it is Ijkely to be treated as an enemy not exactly of the 
public, but of the public as represented by the Department1• 

But when private enterprise has toiled and invented and 
experimented and failed; and again invented, and experimented, 
and perhaps succel'ded a little; and then has further invented 
and experimented and quite succeeded, the public official enters 
on the scene. He endeavours to absorb the latest ideas: he 
brings .lha ~ of a b~omlesJi.llJlMi2..p21rse to bear on their 
finance; and he annexes some leaders of the new industry to 
carry the chief burden of the technical side of the work. If the 
enterprise needs the use of public rights of way-as for instance 
tramways and electric light do-he has so great an advantage 
of position, that his victory is almost inevitable: and indeed in 

1 For instance .. the officials respon~lble for draftmg the London Buildmg 
Act of 1894, had m Vlew nothIng more advanced than the tlme·honoured method 
of brick And stone constructIOn, and were apparently unaware of the faot that 
steel·fr&me constructIon and remforced concrete constructIon had a.1ready been 
applIed WIth satIsfactory results &B regards safety, duralnlIty and economy both 
on the Contment and m Amenca. As neIther of these methods could be employed 
WIth eoonomy under the reqwrements of the Act, steel·frame constructIon 
remamed under a ban untIl 1909, and remforced concrete constructIOn was 
SImIlarly hanwcapped untIl 1915." Eng'1Ieen1lg Supplemenf of the. T,mu, 
March, 1918. 

The followmg is A representatrie case. An intellIgent Borough Engtneer 
had hts attention called to a dangerous place on the road. Reference bemg 
made to an mexpeDBlve remedy, by whloh he held that most of the danger 
would be removed, he added ._" I dare not do It. An acCIdent mIght sttll happen: 
And then I should be held respoIlJllble for It: a thorough remedy would be very 
expenBlVe. AI thmgs are, an acCIdent there would not hurt me: for I should 
merely have left the case &I I found It." 



668 DECLINE OF EXCLUSIVE CLASS ADVANTAGES IN INDUSTRY 

III,:DV,9. such cases private enterprise may be patriotic enough to regard 
its own despoilment with sati'lfaction. Even in the railway 
~dustry, in which Government control has some exceptional 
advantages, it seems to have borrowed almost every new idea 
from independent workl. 
I The industries in which Government Departments and Local 
Authorities have succeeded are few in number, but important. 
They" are mainly concerned with "things that sell themselves"; 
tha.t is, things which are in large demand, and more" or less 
standardized by natural causes. The chief of them are connected 
with facilitie~ for transport, and the distribution (by aid of way
leaves) of water, light and power: they all meet elementary 
needs; call for little or no adaptation to changing habits, or 
varying tastes; and make use of plant, the central ideas of which 
have been worked out by priva.te enterprise and gradually 
become common property. 

State Management possesses advantages, where many 
routine operations are "performed under the public eye, Or for 
the service of individuals, who will immediately detect and 
expose any failure or laxity"; especially if "there is but little 
capital expenditure, so that each year's revenue and expense 
shall represent with sufficient accuracy the real commercial 
conditions of the department." These conditions, indicated 
long ago by Jevons2, are fulfilled in an eminent degree by the 
postal business: and the first, though not the second, is 
fulfilled by all other important businesses in which State 
Management has had much success. 

It may be noted in passing that mining does not seem to 
belong to this clas~ For, though the miner merely transports a 
product from one place to another, and does not make it; yet 
the selection and organization of underground routes require 

1 "The telegraph, the telephone, the electric hght, the railroad track. the 
)ocomotlve, the aU" brake, the block SIgnal system were all introduced by private 
compames. In most cases It took Government experts from ten to twenty.five 
years to d,scover them after tbey had been m use on pnvate hnes": 8&ld 
PreSident Hadley wntmg m the Yale Renew, Feb. 1896, p. 406. Many MUni
CIpal tra.mway schemes have fruled: but private enterprise, whICh imilated them, 
has brought their tecluuque on so far, that the predonunant advantage, denved 
by local authOrities from theU" ownership of the roads. has Il6t them now in the 
saddle: and the VIctory, thus almost forced upon them, has been explOited by 
eager pohtlclans as affording a strong argument III favour of Government 
bUBIDessC8 m I(eneral. 

• §I*I 11f etliods o/Social Re/orm, p. 338, • 
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decisions to be taken on important details, that are presented 1II,~v.9. 
lI1 manifold combinations and are not easily to be reduced to 
rule. There is therefore no cause for surprise in the fact that 
even the strong German bureaucracy (before the war) was found 
to get but small profits from its coal mines, while yet it was not 
generous to its employeesl • 

But the relations among the various Departments of a 
modern Government are numerous: and when a much vaunted 
public enterprise has turned out badly, the resulting losses can 
bl! BO distributed and buried under a mass of Departmental 
detail, that their true history cannot be unravelled without the 
aiQ. of a semi-judicial inquiry: in fact, it generally remains 
obscure; and those, who are responsible, escape their just 
censure', • 

Thus Governmental ad~inistration is apt to suffer from lack" 
of concentration of authority and lack of elasticity in methods 
of procedure. Very few large practical problems lie wholly 
within the competency of anyone Department: and a decision 
on: some trifling issue may not be reached, till the corre
spondence about it among various offices in Whitehall has 
cost the nation many times as much as the whole value of the 
matter in hand. If that; matter is of private, as well as public 
concern, the delay and waste of time to indivlduaIs lend support 
to the belief that it is better to suffer some hurt from official 
control or charges, than to strive f-or a remedy. Of course, such 

1 See above p. 574 fn. At the tune of going to preas, evidence before the 
Coal CommiSSIon 18 malung promment many of the evds that have amen or 
might ar18e from looal coal monopohes; and from cheap railway charges for 
long dIStance coal transport. by whIch Buoh monopolIes are to Bome extent 
curbed. Somethmg has also been establIShed as to the good and evil of concen· 
trated private ownerslup under State control, and as to evd that might probably 
havo been caused by natIonalIzatIOn of the mmes. Much enthUSIasm, but very 
lIttle solid argument, has been promment m pleas for natlonalizatlon. 

• Dilliculties of tillS kmd have obstructed the formatlon of a good Judgmenl 
on many of the ventures of the CoalItIOn Government dunng the war: tbe 
unWIeldy maJonty, which was awarded to It under the supreme neceSSIty of 
presentmg a United front to the foe, has quenched mconvenlent mqurnes. 
'l'ransferences of control (often no doubt made for sound reasons) from one 
Department to another have obscured ILCCounts; as for mstance when the 
Shipyards at Chop.tow and Beachley passed from the MtDlstry of Shippmg to 
the Office of Works. And dllrmg tho war, when the Government was spendIng 
two or three thousand Dlllliona 110 vear; wasteful duplIcatlon of work was ram· 
pant: and "the aocretlon of Departments, theJJ' clashmg and overlappmg," 
became the 8ubJeot of general comment. 
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III,XlV,9, troubles are great in a democratic country, where permission 
to alter established practice may require the sanction of a 
Minister, who has no technical knowledge of the matter; and 
who may be about to move to another Ministry, or to go out of 
office. These and similar difficulties led to the appointment in 
1917 of the Machinery of Government Committee; whose Report 
is much to our present purpose. n lays stress on the fact that 
the- centre of each Department's work ought to be an organized 
study of some one of the broad functions of Government; and 
not of the activities of Government in regard to the interests 
of particular classes of personsl • 

This fundamental unity in regard to the matters entrusted 
to a Department being secured, it may reasonably be required to 
have recourse to "the advice and assistance of advisory bodies so 
('onstituted as to make available the knowledge and experience 
of all sections of the community affected by its activities": but 
"there should be no omission in the case of any particular service 
of those safeguards- which ministerial responsibility to Parliament 
alone provides." This last suggestion is enforced by the weighty 
observation that" a more efficient public service may expose the 
State to the evils of bureaucracy, unless the reality of Parliamen~ 
tary control is so enforced as to keep pace with any improvement 
in departmental methods2." 

If the applied science of administration is mastered by De· 
partments; and members of Parliament generally lack the leisure, 
the inclination, or the ability to form independent judgments 
as to recommendations made by Departments in regard to 
broad problems of public policy; then Parliament will in 
effect often do little more than register the decisions of a 
Bureaucracy: and democratic rule will be stultified by the 
absence of an adequate response to the questIon: Quia cus
todiet ipso8 cuswaes 'I Government Departments are chief cus
todians of the interests of the nation: Parliament cannot do 
that work; but its duty is to control that work: i.e. to make 
it eijiclent, to prevent its being obstructed by internal friction. 
and to resist unnecessary expenditure of public money. To do 
this Parliament needs to take its own arduous functIOns as 
seriously as Bureaus need to take theirs. 

I [Cd. 9230], 1018, § 18. • I lb. pp. 11 ADd 16. 
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We pass to scientific studies in the narrow sense of the term. Ill, xlv,9. 

The NatlOnal Physical Laboratory and the Committee of the 
Privy Council on Scientific and Industrial Research are recog
nized as doing work of the highest value. But there is danger 
that, when relying on prlvate advice, a Department or the 
Cabinet may be influenced by biased opinion in deciding what 
industries should be aided on account of their exceptional im
portance as "key" or "pivotal'· industries. And yet the State 
has plearly some duties in the matter; especially when sup
porting independent organized effortl. 

In so far as State assistance is given to such developments 
by direct money grants, ParlIament is likely to be vigilant. For 
this, among other reasons, such grants are to be preferred from 
the national point of view to the taxation of imports that com
pete with the products of essential industries: though ill a few 
cases a combination of the two plans may be necessary. The ex
clusion of particular imports often tends to divert employment 
from the energetic industries, that make for export, to those 
which are favoured by the exclusion: it does not e£f'ect any net 
increase of employment, and its indirect costs to the nation are 
frequently underestimated, because they are not conspicuous. 
On the other hand, the whole costs to the nation of dlrect 
subsidies are definite and conspicuous: those who are favoured 
by them are brought immedIately under the eye of the people, 
and their accounts are liable to public audit. The danger that 
a subsidized business may abuse monopolistic power is so obvious 

1 See above pp. 179, 180. Among the industrIeS now prollllnent in this 
connection &re those connected With tungsten, magnetos, optIcal and chellllcal 
glass, h081ery needles, thorium mtrate, certam gauges, and many drugs. But It 
18 recogruzed that techmcal, lIllhtary and even poll tiCal developments may cause 
rapid changes In such a hst: and therefore It IS proposcd that a SpeCIal Indus. 
tries Board, consIsting of commercial and mdustrlal expert .. , In .... Oclatlon With 
a Department of State, shall be set up to work m close relation With the Depa.rt
ment of SCientific and Industrial Researoh, and With others mterested m the 
development of Industry. It should recommend on oocaslOn that financial 
&SSlstance should be given to Vigorous firms, wruch &re pIOneering the way IU 
such mdustrles, by studies, expenments, and prodUction, that may be amply 
remunerative to the country &8 a whole, though not to the pIOneers. The 
functions of the State m thIS matter have been made urgent by a sudden 
lDOre&Be m the dependenoe of military operations by land, by sea., and lastly in 
the &lr, on SCientific and techrucaJ developments, some of which were not m 
81ght even a few years ago. In case of urgent need ouly, .. the Government 
should Itself undertake the manufacture of such artlcles as ma, be essential for 
natlonaJ ssfety." lkporl 011 Oommerclal aM IMuatnal policy afler the 10M 
[Cd. 9035]. 1018. Pl" 31, 82. 
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1lI,XIV, 9., as to be unlikely ·to escape the notice of the official investiga
tions, to which it must be in any case submittedl • 

It is perhaps true that the power of Government to control 
the administration of a great Departmental business is on the in
crease: that the power of the nation to govern its Government 
i~ on the increase; and that the number of giant undertakIngs 
which have the apparent (though perhaps not the real) maturity 
of stiIldardized routine methoa. needed to make them in some 
measure suitable for Governmental ownership, is on the increase. 
But it seems to remain almost 8S true now, 8S in former times, 
that the heavy hand of Government tends to slacken progress 
in whatever matter it touches; and finally that "business in-

,-fluences are apt to corrupt politics; and political influences are 
apt to corrupt business." 

Increasingly during the last hundred years national well-being 
has depended on the progress and dissemination of sound edu
cation. It is clein that a great part of the funds for this purpose 
must be supplied by the State, though public officials are not 
generally well fitted to control the methods of higher education: 
and in regard to them the State may be well advised to trust 
as far as possible to the guidance of the Royal Society and other 
bodies of advanced students, in association with the Univer-
sities. In regard to popular education it is to be remembered 

lytli.at drinking troughs are in vain supplied for horses, if \heir 
bearing-rems are kept so tight that they cannot reach the water. 
'fherefore, if education in any broad meaning of the word IS to 
become a reality, reasonable $londitions of life are necessary:!. 

1 See the Memorandum of the Board of Trade on State a88i8ta7IU to the dye 
industry [Cd. 91941. 1918. Grants m aid may be made up to 40'l1Yr oent. of costs 
of (1) general plant and buildings, (2) laboratory hmJdings an eqUipment, and 
(3) laboratory mamtenance for certalD penods. In return restrictloll8 are to be 
unposed as to pnces that may be charged. and as to the profits that may be 
ruvlded. Thus the great power which has been obtamed by the combined firmrt 
of Bntlsh Dyes and Messrs Levlnstein seems (m the present .tate of the in· 
dustry) almost an essential for rapid progress: and it 11 to be strongly con
trolled in the geners! mterest. 

• Thill is the maID dnft of the Reporl 0/ If Omnm.ttu on S0C10! Oond.toO'M t1l 
,.elatton to Aflult Educatton [Cd. 91071 1918. The Master of Balhol was in the 
chwr. 



APPENDIX A 1 , 

A NOTE ON METHOD IN ECONOMIC STUDY 

1. The progress of science, wftile increasing the stock of .m .... , 1. 

k7wwledge, increases also the area of conscious ignorance. 
Relations between economic analysis (ind ethicaJ aspirar 
tions. 

Absolute certainty is possible only in regard to (1) par~ 
ticular individual facts; and (2) deductions, by strict reasoning 
from axiomatic premisses, such as tho~e of pure mathematics. 
Even sciences, which deal with concrete facts and conditions as 
definite and immutable as those of physlcs appear to be, cannot 
claim certainty over the whole of their area. In biological 
sciences the area over whIch certainty extends is relatively 
very small; and in the social sciences it is less than in those 
which deal with the lower forms of life. 

Even the l'hyslcal sciences made but little progress in their 
youthj partly because they had no adequate apprehensioij, of 
the vastness of the area, which lay beyond their knowledge. 
But by patience and perseverance each generation of workers 
has cOrl'ected, and brought certainty into, doctrines which had 
previously been faulty and uncertain; and at the same time it 
has opened out, new ground in which uncertainties abound 
and certainties are rare: the certainties of physics increase 
in number, but its uncertainties increase much faster. • 

• The experience Iilf economics during the six or seven 
generations, in which it has been studied seriously, has been 
sumlar, though cast in a smaller mould. Adam Smith~ cleared 
up many obscurities and uncertainties: but the area' of his 

• See above, p. 7. 

II. LT. 22 
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APP A, 1. conscious uncertainty was far greater than that of his pre
decessors. Ricardo's bias was towards making his ground 
certain, BO far as he went, rather than towards broadening his 
outlook: and his vigorous narrow certainties had such sway 
that men rested on them, with the result that little truly 
constructive work was done for a long while; though in conse
quence of that very stagnation, the science appeared to increase 
in..c.ertainty. But the combined constructive efforts of students 
iIi the chief countries of the western world have made the area 
of economic certainties perhaps fully twice as large as it was 
in, say, 1860: and at the same time they have increased in even 
larger proportions the area of conscious economic uncertainties. 
Those matters as to which 'here is no longer uncertainty are 
but little discussed: whIle conflicts of opinion are prominent 
over the widening area of uncertainties. The quiet agreements 
do not attract the attention of hasty critics; the turmoil of 
conflicts doe,g. 

A chief cause of the great recent extension of the area of 
uncertainty in economic discussions is to be found in that 
growing volume of responsible doubt as to the general sufficiency 
of the existing social order for the requirements of man's nature, 
to which reference has already been made. In an age of violence 
prudent men strive rather -to strengthen those elements of social 
order which are already the strongest, than to inquire whether 
it might not be possible, in more fortunate times, to improve 
them away, and substitute better elements in their place. The 
rigid outlines of the doctrines of Ricardo and the earlier Mill 
were partly caused by the temporary return of Europe, between 
1790 and 1820, to a reign of violence: and John Stuart Mill was 
so much under their influence when young, that he laid down 
canons as to the province of the economist, which seemed to 
exclude the use of all faculties except the intellectual. But 
these rigid limits were unsuitable to the latent warmth of his 
nature: and, as he indIcated"on the title page of his Principles 
oj Political Economy, he softened the hard outlines of economic 
science by an admixture of "social philosophy." This move
ment was carried further, at first chiefly under German influence: 
and it has now gone so far in England and America and other 
countries, that it may be regarded as cosmo'pohtan; social 
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studies of a general character are now largely mingled with uP ... 1 

others that are more strictly scientific1. 

To the scientific group belong retrospective statements in 
the indicative mood, as to the causes which have been (certainly 
or probably) operative in bringing about past events; and 
prospective statements, also in the indicative mood, as to the 
results which may be expected (certainly or probably) to follow 
from the action of specIfied causes. All opinion is hable to be 
tainted by unconscious bias; but that taint can be kept low in 
matters in wmch every serious student can equip himself with 
the knowledge and the implements for investIgation and 
reasoning, that have been accumulated by the progressive 
labours of many generatioJlS of st!ong workers in the same field. 
And, though confusion may for a tIme be caused by the intrusion 
of partisan or interested disputants, yet patient study prevails 
progressively in all issues that are within its grasp. 

• On the other hand, expressions of sentiment or desire in the 
optative mood, as to the relative claims of different social aims, 
must necessarily rest in the main on the pers<?nal authority 
of individuals. For instance the social benefits, which would 
result from an increase in the supply of material comforts and 
luxuries, are of a different order from those which would result • 
from improved health, increased leisure, better musical oppor
tunities and so on: and when a difference of opinion arises as 
to the preference which people ought to show for any of these, 
the issue cannot be decided by scientific method. 

Again,. it may be suggested that, though the rigid rights of 
prIvate property, which prevail under the present social order, 
may justly claim to have done a great and necessary work; yet 
human nature has now so far developed, that social benefit would 
result from some softening of these rights in such ways as would 
promote the more equal distribution of wealth. Now such 
a proposal offers scope for turning to account the stores of 
knowledge and scientIfic apparatus, that have been accumulated 
by economic science; and therefore there is a certain obVIOUS 

1 Mill's term "plulosophy" is perhaps not wholly appropriate. A better term 
appears to be "pohey" (not ourrent "pohtIOS"); whIch oorresponds to the full 
tatle of the great German AseoOlataon, oommonly known as the Soc.ul· Verem; 
but of wluoh the offiolal title is Y 8t't1f1 !Or SOCIal.PIIl.hl:, . . 
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APr. A,2. convenience and appropriateness in its being discussed from the 
special point of view of the economist, But some of the 
questions involved in it, and especially those which relate to 
the development of human nature, have not yet been brought 
within the scope of scientific treatment, at all events by the 
methods of economicsl , 

To conclude :-economic studies are not to be limited to 
matters, which are amenable to strictly scientific treatment. 
But;." those conclusions, whether in detail or in general, which 
are based on individual judgments as to the relative desirability 
of different social aims, or as to matters of fact which lie beyond 
the scope of any individual's special studies, should be clearly 
distinguished from those which claim. to have been reached by 
scientific method. 

2. Similarity amid diversity of the methods of physical 
and social sciences. The need for elasticity in the uses of 
economic terms. 

A few words may be added as to the guidance which the 
experiences of the physical SCIences suggest to their younger 
sisters, the social sciences. 

The path to be followed was pioneered by the sciences of 
mechanics and astronomy and by other studies of inorganic 
matter; because they meet less obstacles to exact observation 
and reasoning than are encountered in a study of organic 
development. They discovered at a comparatively early stage 
that complex problems must be broken up into elementary 
parts; for there is indeed but little chance of findmg a class 
of complex problems which resemble one another so closely that 

1 An illustration will perhaps make more olear the way in whiob exact but 
limited knowledge may he oombined with broader estimates that rest on 
uncertain foundations. A navigator who baa for BOme time been unable to 
take good observations, and is in waters where the ourrents are unoarta.in, mrut 
be content With probability: be can do no more than make auni that his con· 
olU8lOn &8 to the distance and direction whlob bls a1up baa travelled amC8 
his last good observation oontama no error that is not inherent in b18 gu_ at 
movements of the currents, or in the figures shown by bls log; bat be may not 
rest content with leas. The funofilon of eoonollWl analysis is to render a semoo 
within its spbere similar to, thougb 18811 thorough than, that which the -
of naVlgation renders within ita spherel the value of Buch service. ill seldom 
very much dmmushed by a little unoert.e.mtyae to aome of the dat.. 
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the same sorll of _systematic reasoning can be applied to all UP. A, 1I. 

of them, and thus ea.ch be ma.de to throw light on the others. 
But the opposite is true of the elementary parts into whieh 

complex problems can be broken up. Each such part of any 
one of them is likely to belong to the same olass as a number 
of elementary parts of other complex problems; and by 
systematic study, general rules can often be discovered whioh 
apply, more or less nearly in the same way, to each member 
of the class. Similarities and dissimilarities between wtIerent 
members are fruitful of suggestions. Gradually a general rule 
appropriate to them is developed; and the rule beoomes more 
definite and also more elastic, as the fundamental laws of Nature 
which underlie it are more dIStinctly apprehended. Meanwhile 
provisional conclusions in regard JIG various elementary parts of 
complex problems are brought together, and worked up into 
broader partial truths: and thus by the oumulative work of 
suocessive generations, intellectual machinery is bruIt up which 
can work its way through eYen very refractory materml. The 
most prominent change in method which has resulted from this 
experience is an increase in the stress which is set upon the 
study of tendencies; as dIStinguished from the comparison of the 
same or similar events under very ditIerent ConditIOns or at 
widely ditIerent stages in their evolution. 

It was not till the seventeenth century that the physical 
sciences appreoiated the full importanoe of the fact that when 
several causes act together and mutually affect one another, 
then each oause produoes two classes of effects; those which 
are direct, and those which result indirectly from the influenoes 
exerted by it on other causes: for indeed these direct and indirect 
etIects are apt to become so intrioately interwoven that they can 
by no means be disentangled. So far the results were negative: 
they seemed to indicate that the task of following out and 
understanding the combined action of several causes. which 
are in various degrees mutually interdependent, is beyond 
the power of human faculty. But a way out of the difficulty 
was found. chiefiy under the guidance of Lelbnitz and Newton. 
An epoch-making process of reasoning showed that, though the 
indirect effects might grow cumulatively, and ere long become 
considerable, yet at first they would be very amall indeed 
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APi' A, 2. relatively to the direct effects. Hence it was concluded that a 
study of the tendency to chan~e, resulting from each several 
disturbing cause, might be made the starting point for a broad 
study of the influences of several causes acting together. This 
principle is the foundation of the victory of analytical methods 
in many fields of science. Its best known triumph is that of the 
Nautical .A1manack: which takes account of the disturbing 
influences exerted by any two planets on one another directly; 
and also indirectly as the result of their disturbances of other 
planetsl • 

Social scieaces have profited slowly at first, but with ever 
increasing rapidity. from such experiences of their elder sisters, 
the physical sciences. Facts are closely studied in well selected 
groups: tendencies which are 9J>served as provisionally suggested 
by each of several similar groups, are first subjected to critical 
analysis. and then set up as provisionally established. But they 
remain ever on their trial. New experiences, apparently incon
sistent with the old, may threaten their credit: but if a closer 
study shows that differences in conditions account for the 
differences in observed results, the credit is improved. Each 
such well established tendency is a real asset of lmowledge: 
but it is seldom of much practical semce, till its manner of 
working in combination with other tendencies has been studied. 
The task is long, but each of several generations has already 
contributed to its achievement: and now the number of those 
who work at economic science in Westero Europe, the United 
States and some other new countries, is so great, that the 
progress made in a single decade can be clearly marked. The 
result is not to set up economic doctrines: they are left for 

I This method is not e&sJly grasped WIthout the aid of mathematical 
symbols; but its central Idea can be inrucated vaguely without thel!' aid. If 
A is a atate of tbinge mfiuenoed by conrutIOns Band 0; w1u\e Band 0 are 80 

connected tbat a change in B sets up simultaneous tend8llCle8 to change in both 
A and 0; then the changes produoed 1D A and in 0 will at first be very small. 
though they may increase contmually and cumulatively. Now smce the inl. 
meruate etrect whlch a con81derable ohange in B exerts on 0 would be gery 
small; the immediate effeot whlch the change B exerta on A mdarectly through 
a very small change made by it 1D O. must be a very small part of .. very small 
thing (iu ma.tbema.t1callanguage It must be " .. quantity of the second order 
of smalls "J and be negbgJble proVllllonally. Bat yet its accumulated effects 
may need cODSlderation in special _. among whlch those coDSldered by the 
Nautical Almanaok hold .. place. • 
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political partisans, and elementary preceptors. It is to set up APP A, a 
principles of record and analysis, so carefully applied that those 
who seek knowledge for its own sake, increasingly agree as to' 
the general character of the tendencies to be expected from any 
set of conditions; and even, in some small measure, agree as 
to the course of action most appropriate to those conditions. 
There is however a special difficulty in social studies. No one 
can have first-hand knowledge of any considerable part of the 
conditions and other facts relevant to any issue. Therefore the 
first duty of every student is to be diffident: and his second is 

. to shun controversy. 
A business man is generally the best and often the only 

authonty on those transactions for which he is directly re
sponsIble; but he must depend largely on second-hand in
formation in regard to movements of production and trade 
in places and under circumstances remote from his own: and 
conclusions which are valid in regard to a single business, or 
even a single industrial group, are often not true in regard 
to larger units. 

For instance, artificial restrictions on the number of workers, 
or on the output in anyone skilled industry, influence the wages 
and profits immediately concemed in a drl'Ierent manner, and 
often in the opposite direction, to those of similar restrictions 
when applied generally. This fact is analogous to the fact that, 
though a' shipwrecked man will increase his chance of reaching 
the shore, if he is able to rest one hand on the shoulder of another 
of the crew, yet the general adoption of this practice would 
greatly increase the chance that they would all be drowned. 

Therefore an economic doctrine cannot be tested, as has 
frequently been suggested, by such questions as:-"Consider 
your own case: would the doctrine be true in regard to it~" 
The answer to that question may probably be in the negative; 
and yet the doctrine may be true in regard to the general case 
to which it claims to apply. If so, its practical importance will 
be increased by the fact that its truth would not be hkely to 
be suggested by the ordinary experience of Ille, and could be 
grasped only by considerable observation and thought. In short, 
though direct practical experience of particular events is the 
basis of all economic knowledge, and is the exclusive source of 



680 METHOD IN ECONOMIO STUDY 

d'P .I.. 2. supply of the material used in the construction of economic 
science; yet by itseU it reaches but a very little way towards 
the great task or ded\lcing general guidanoe for the future from 
the instruction of the past. 

Those studies, which are of little interest to any but experts, 
can escape ambiguity by the adoption of a great number of 
technical terms; each of which is defined aha.rply, and has no 
vanations of meaning. B~t technical terms must be kept 
within very narrow limits in studies which relate to the affairs 
of the market-place: and unfortunately there are not enough 
terms in ordinary ·use in any language to enable each one of 
them to be allotted permanently in one particular sense with 
sharply defined boundaries. This difficulty is not very trouble.. 
some in ordinary conversation; wh.ere, as a rule, each one is 
concerned only to know that a word, which he uses, will be 
taken by his hearers in the sense intended. It is of little 
concern to him that elsewhere, and in other condItions, the same 
word may be commonly taken with rather different breadth or 
shade of meaning: for differences as to interpretation can be 
cleared up easily by question and answer. But the written 
word must carry with it all necessary explanation: and therefore 
a writer is bound to consider whether the particular use, which 
he is attaching to an important word in any inquiry, has been 
made clear by the context; and if not, to state explicitly what 
he means by it there. In another inquiry, he may desire to use 
it in a rather dI:tIerent signification, as is common in ordinary 
conversation: but, if so, he must be alert to indicate the change 
ill tae service tQ which he 19 putting the word. This is no 
.doubt a counsel ~ perfection, to which few, jf any, have attained. 
.But the more nearly ~t .is reached, the better will be the 
tprospects of cooperative progress by men of affairs and by 
.professional students in -the discussion of. matters of general 
,mterest, without the aid of an elaborate -technical.terminologyl. 

1 Bagehot. a master of hterary form. and a leadet in affalrl. urged eoone
mlsts "to wr1te m~re 88 we do in common hie where the context is a IOn of 
unexpre8lled mterpretatlOll clause". and warned them against attempts to 
"express varioUl meanings on 'oomplex things with • aoanty vocabnJa,ry of 
fastened sensea" (P(I8iulateB 01 E7I1JluA PolttiCal EtIOfIOmtl. pp. 7. S. 9): and 811 

attempt is made here. as m1l!y PrifWl,lu oJ E_~. to conform to thiapr_'p" 



APPENDIX B 

SOME EARLY PHASES OF INDUSTRY AND TRADEi 

1. Beginnings of specialized industry and long dis- APP. s, t. 
tance trade. 

The spirit of economic nationality has had many phases and 
many degrees in every phase. Sometimes it has been broad 
and genial; sometimes it has been intense and narrow. It has 
rarely been a universal good. But its evil results have seldom 
lasted long after their immedIate cause has passed away; while 
Its good results have borne fruit many fold. • 

In early times it was generally very narrow: because the 
whole range 'of man's moral VIsion was short; and even at a 
small distance other people appeared to him as strangers and 
aliens. The stranger or enemy-for one word often sufficed 
fe both-could seldom reckon on more than the good faith 
and courtesy that belonged to the herald's tabard or the flag of 
truce. Except in this last respect, the instinctive habits of 
mutual aid among neighbours, and of common hostility to 
strangers, in the earlier stages of civilization seem not to have 
dlffered very widely from those which prevail among lower 
ammals2• 

Within the family, or village, or clan there was little or no 
buying and selhng, and not much even of formal and explicit 
barter: but the hard clear cut lines of that del;inite bargaiwng, 
whICh has so largely fashioned human hfe for good or for eVll, 
came to the front when strangers sought strangers for the 
satisfaction of their own wants and the disposal of their own 
superflnities. Trade proper, and especially trade organized by 
a distinct class of traders and merchants, arose first out of 
the relations between groups of men, clans, or other rudimentary . 

I See above, p. 33. • Bee Kropotkm', bnllian~ Mutual Ald. 
2:&-5 
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A.PP. B, t. economic nations. It was international trade rather than 
domestic trade: Hermes was the God of money, trade and 
theft; of hospitalities and embassies. 

Gradually there arose division of labour, and specialization 
of skill. It did not extend to nearly aU industries. But it was 
occasionally carried a long way by sporadic groups of artisans, 
who gradually attained a subtle hereditary skill in choice metal 
or .textile work: their light goods travelled far, with but httle 
protection from physical force, though often under some sort of 
religiOus sanction. Thus trade at Delphi and Olympia was 
protected by the truce of religious festivals before the time of 
Zeus and Apollo; as was that of Mecca before the tinre of 
Mahomet. And wherever the sway of an organized church 
extended over a wider area than the sway of political rulers, 
commercial intercourse owed much to the relIgious security of 
fairs and pilgrimages, of national games and church festivals, 
of monasteries and sanctuaries1• 

For indeed, as Heeren seems to have been the first to show. 
the course of history has been largely shaped by the need 
of commerce in its earliest stages for easy land routes: because 
traffic by river has many limitations, and traffic by sea requires 
great resources. Traffic over moist land, or through jungles 
and forests, is difficult or impossible without expensive roads: 
and the earliest long trade routes were over the vast dry plains 
of Asia and Northern Africa. The desert generally afforded an 
easy path, wherever there was water enough to support hfe2• 

The cessation of agricultural work, as soon as the green of 
spring passed into the brown death of early summer, forced men 
to exert themselves to manufacture light and refined wares for 

~ The influence of war and brigandage m affectIng fellowalup and 80hdanty 
among traders, honest and chshonest, peaoeful and warhke. has been often 
ruscussed. See e.g. the earher chapters 'Of Roscher'. Handel UM Gewerbj/e.88. 
Walford's Fa.r, paat and pt'eaent, and Robertson Smith's bnllian* artlcle on 
"Mecca" in the tenth edition of the E'MlIcloptZdla Bntannaea. 

• It gave some httle scope to the Law of Squaroa in transport. and trade. 
even on land. But the work waa slow. A camel spends the whole of • favour
able season in carrymg eIght cbests of tea, about hall a ton, m two journeys 
from Ka.lgan to Urga (600 mues). at a cost of about £6 (JO'Urney .Il Mongolia. 
1902, by C. W, Campbell, BrltlSh Consul (Cd. 1874, pp. 8, 9]). A caravan carrymg 
a hundred tons would be nearly a uule long; and a single modem faat ten 
thousand ton ship can do about as much carrymg in a year in SPite of BOme delays 
in ports, as two thousand aucb caravan.: 
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sale, and to serve as carriers and merchants between neigh- APP. B, 1. 

bouring lands for those goods that would bear the expense. 
Caravans carried spices and flavours, of which a small quantity 
satisfies a strongly felt need. And, what was much more im
portant, they carried the best products of the subtle hereditary 
skill, which had grown up here and there among the more 
advanced peoples. These products, slIght as their bulk was, 
served as an educating influence wherever they went: they 
stnnulated the mind in the same way as the aroma and 
splendour of the choice natural products which they accom-
panied did the senses. All routes, however long and difficult, 
were open to delicate and refined textile goods and embroideries, 
to trusty steel and well-wrought weapons; and to various forms 
of work eYen in common metals, which contained more poetry 
than metall. 

Great hIghways were made chiefly for political and military 
purposes: they connected seats of provmcial Governments, 
camps, and depots with one another, and with the central 
authority; or they ran out to frontiers liable to attack. But 
though they were seldom laid out with any great regard to the 
needs of commerce, they effected a good deal for it; and they 
are noteworthy as the first large embodIment of publIc 
resources. Strong rulers have generally been nnpatient of the 
trade particularism of the several groups of their subjects; they 
have tried to break it down, and to spread freedom of trade and 
intercourse among the various provinces under their rule. For 

1 The cluef long <hstance trade of early tImes was that between Southern 
Europe and Western ASIa; all of wluch was forced to go part of the way by 
land. But most of Jot made muoh the larger half of its journoy by sea. For a 
long while the route by the Persian Gulf was the eaSIest and most secure; and 
Its advantages contributed much tc the trade of ancient PhoeniCia and Greece. 
The foundatIOn of A1exandna oontrlbuted to the supremacy of the Red Sea 
route; in wluoh water oa.mage prev&Iled even more strongly. The Persian 
Gulf route W&8 however partly revived m Venetian times: and the trade between 
Europe and the East remamed very hght m proportion tQ Its value even after 
the Ocean route had come mto use. Mr ChlShohn's address to SectIOn F of the 
Bntlsh Aasocl&tIon m 1907 gives a hat of the oo.rgo of a Portuguese ship commg 
from Incha about 1590 wluch cOIlSlsted almost wholly of spICes, precious stones 
and similar thmgs; wlule the outward cargoes were also very hght. So great were 
the nsks and 80 heavy the dutles of the Mesopotaml&D route, that the Silver 
value of spioes W&8 60 or 100 tImes &8lugh m Vemce &8 that wluch had been 
p&ld for them in India; though both silver and apicea are exoeptlona.lly portable. 
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API'. D,2. all artificial barriers within the limits of their own territory 
have hindered the growth of that political unity and strength. 
which has been their chief aim. But. as Heeren insisted, 
the very extension of empire often leads to an increase of local 
autonomy; the most despotic rulers have tolerated semi-inde-

. pendent kings, and even republics, within their rule. Partly 
for this reason, commerce has seldom been injured as much 
by _~olutions which have Bubstituted one dominant race for 
another at the centre of power, as by the anarchy which has 
followed the total decay of despotic powerl • 

2. Even small towns carried on a sort of international 
trade with other towns, and a sort of colonial trade with 
neighbouring country-folk. 2'own patriotism, and town 
selfishness. The City States. 

Sacred festivals, and the markets associated with them. 
received protection from religious sentiment and authority 
in very early times. A certain immunity was afforded to traders 
proceeding to them, before civil order had been established over 
large areas by organized central rule; and the Pa:c Romana 
established a wonderful viability in the lands bordering on 
the Mediterranean, and in some others. In every age each 
considerable, civilized nation has possessed many trade centres, 
connected with one another by more or less easy and frequent 
intercourse: and each centre had as a rule some sort of sense of 
collective interests, partly political, partly economic. But there 
appears to be no record either in early or mediaeval times of a 
warm and strong commop. sentiment holding together the 
industries and the trade of a large. area: there was no national 
trade in the full sense of the word. The individual might 
have his share in the commercial and other relations between 
the village or small. town in which he lived and its immediate 

, For the early history of roads see Lardner's Railway ECOfU1mIl and Huber's 
Entw,eTcelu1Ig deB modernen ¥e.rk,hrll. A nver may consohdate milita.ry rule 
almost &S well as a system of roads. And Sohmoller suggests (Oruwu8 tier 
allgemeaReIl ¥olTc8WIrth8clulJI81ekre, § 102) that the compaotneaa and stability. 
which the Nile gave to Egypt, helped It to maintain a well organized system of 
finance, snch as was characterlstio of the City State,&. The Nue Delta was a 
luxunant garden, interspersed Wlth oanals, &1most &II earher Holland. 
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neighbourhood: but he had scarcely any interest in the affairs APP B.:I 

of the empire as a whole. 
When a group of people in dauy intercourse with one another 

had to earn their living under dlfficulties, and to rely on one 
another's aid in contending with those dlfficulties, a feeling 
of brotherhood almost invariably grew up. If the difficulties 
were partly of man's creation, and had in them an! savour· 
of injustice or oppression; then to contend with them was 
more than mere enterprise. It became a religion, and a source 
of inspIration; and by its aid the commumty was knit together 
in hving bonds, which grew with Its growth. But with the 
strength came germs of weakness. Exclusive rights and 
privileges rose in prominence over duties and fellow-services: 
the bonds, that held the community together, might still in
crease in strength, but they lost vitahty and elasticity. 

In order to secure its position the better against the 
stranger, the town would form, if allowed to do so, a "gut! 
merchant," or special .. department of town administratlOn 
whose duty was to maintain and tegulate the trade monopolyl." 
From maintaining the monopoly for the town, the grldsl!len soon 
got to mamtaimng it for themselves. The" simple merchant," 
not a member of the gild, was often put on the same footing as 
the stranger, and was estopped from tradmg as he wished. He 
might not buy some things at all, or he might not buy 
anything in order to resell it, nor till it was cIear that the 
glldsmen did not care to have it. The Gud often bought 
from a common purse; and, if an individual gildsman bought 
anything from a stranger, he would often loyally fulfil the 
obligation to let the other gildsmen have a share in his bar
gam3• 

And the neighbouring country-folk fared as badly as did 
the colonies of 1.\ selfish mother country in later times. The 
craftsman was indeed willing to submit to a little loss when 
purchasing the goods of oth~r crafts; provided he and they 
could agree on town regulatIOns wwch secured a high priced, 
if limited, market for all their goods among the surrounding 

1 Gross, O.ld HereM.", oh. m. 
• The Dublin Gild of the Art of Merchants is an early mstsnce of epeclal 

raew aptltude for strmgent regulatlon. Gross (O.ld MercMnI. ob. vm). 
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UP. B. 2. country-folk: as Adam Smith observes, these often gave a 
greater share "of the annual produce of society ... to the 
inhabitants of the town than would otherwise have fallen to 
them; and less to those of the countryl." 

The town frequently made and enforced a rule that no 
grain should be sold away from the land except by the landsfolk 
,themselves in the market-place. Sometimes no one might buy 
more than enough till every citizen had supplied his present 
need. Sometimes no buyer might overbid another. Sometimes 
the public authorities kept large stores or magazines of grain; 
and sometimes bakers were ordered to keep a good stock in 
hand. But gradually the trade in grain became so massive, 
that stronger forces than those of governmental authority were 
needed to deal with it. And one of the first manifestations of 
a spread of economic nationality over large areas was the 
granting of a more or less complete freedom of traffic in grain 
within the boundaries of a province or a whole country, but 
not beyond I • 

.As Schmoller says:-"The omnipotence of the council ruled 
the economic life of the town, when in its prime, with scarcely 
any limit; it was supported in all its action by the most hard
hearted town selfishness and the keenest town patriotism
whether it were to crush a competing neighbour, or a com
peting suburb, or to levy heavier fetters on the country around, 
to encourage local trade or to stimulate local industries." And 
the trade of even neighbouring towns was "international" in 
some respects. For "a complicated system of dllferential 
tolls was everywhere devised by which some towns were 
favo~ed and others were put at a disadvantage, in each case 
either in return for corresponding' concessions or in accordance 
with the varying hopes and fears to which trade gave rise." And 
Southampton made separate treaties with seventy other towns3, 

1 Wealth oJ Nabona, Book L eh, s, See also hIS disoUBBion (Book m. cb. IV) 

as to "Row the Commerce of the Towns o~ntnbuted to the Improvement of the 
Country," 

• The successive stages of this development, and their relations to the size 
and other oonru.tlons of the town populatloDs to be 8ePVed are well set forth in 
Sehmoller's Epoclie.fl. del' GetreodeAa1UlelinJe1'Jatl8ung in hIS J tMwbudl for 1896. 
A short aimJla.r study followmg geographical lmee is given by Lexis in the 
Handw6rt6b~AJar StaatlltOl8Be1UlCAaJIm, LV. OetreadeAandel. 

• ~ee his Essay on The Mercantile 8yBlem echted by Aahley, and MIll Greell', 
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But economic nationality could not reach its full develop- UP. B, 2 

ment except in a city which, whether formally subject to a 
Suzerain or not, had practlCally full control of Its own affairs. 
In such a city public spirit gradually acquired the largeness of 
view, and sometimes-not always-the stability of purpose, that 
befit the large responsibilities of a powerful State. Inland 
towns often became rulers of provinces. Maritime towns some-
times acquired an imperial sway, being drawn to it almost 
unconsciously and without any other .original purpose than that 
of securmg their own trade against violence. On the seas 
their ships could seldom trust to any other protection than 
their own; and they were all eqwpped for fight. But when 
they had arrived safely at a forelgn port, their difficulties had 
only begun. They still needed protection for themselves and 
their goods against the rude violence of the mob, and against 
the more orderly violence of its rulers. 

For this purpose "Factories" or forts were established along 
the shore of the Meruterranean from the beginnmg of history; 
and they grew in importance and costliness as the effective area 
of the world's trade increased. And the empires acquired by 
several Italian cities, and especially by Venice, antiCIpated that, 
which an English joint stock company some centuries later 
developed on the basis of a few forts on the sea-coast of India. 

Venice was Latin, and was never quite young. She soon 
came under the charm of Byzantine power and magnificence. 
Reversing the old Roman rule, she for s6me time confined to 
the aristocracy the rights of distant commerce; except in so far 
as she, hke Marseilles and some other ports, kept them in het 
own hands. She pwlt her own ships; but she often hired them 
out to private merchants, keeping however a controllmg hand 
over many trades. 

Gradually she got to love empire for its own sake: and, 

Town I.Je oJ lhe fiJleetnlh century, voL u. p. 63. Somettmes a charter would 
gIve a. town "as much liberty as the cItIzens of London have" m certam trade 
matters. lb. p. 51. 

Even as Jate &8 1575 the Mayor and Corporation of London forbade the 
bringmg of Norwlch wares mta London WIthout thell' bemg first taken to 
Blackwell Hall; there ta be packed away, sold at stated ttmes, and cbarged 
WIth heavy toUs. But such ana.rchtc actton could no longer be endured by the 
central government, and It was cancelled. 
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APP. D, 2. though she was never cruel without occasion; though she 
enforced her will with a comity that soothed and even attractetl 
foreign customers, yet she was a stern ruler. She placed armed 
ships at the entrance of their rivers, for fear any foreign 
merchant should give them better terms than Venice would do: 
for indeed they had often to deal with Venice rather than 
Venetians. She was jealous of any competition; but she 
could .cooperate heartily with those whose work supplemented 
hers;-and the love between her and Cadore of the mountains, 
with her forests of pines ready to make the tallest and straightest 
of masts, was deep and strong. 

She excluded the products of foreign skill and forbad 
her own artisans to emigrate; and at last she ceased even to 
learn. Her industries lived on the reputation and skill they 
had inherited from the days of freedom and growth. But 
the heat of the day continues to increase for some little time 
after the sun has begun its downward course: and the impetus 
which Venice had obtained from enterprise, fostered by freedom 
and only tempered by regulation, carried her onwards for a 
while, even after excessive regulation and the want of stimu
lating competition had begun to lower her vitality. Her fall 
was hastened by external events; especially the spread of the 
Ottoman empire and the diversion of the route to India from 
the Mediterranean to the Ocean. But List's verdict stands:
"If we inquire of history what were the causes of the downfall 
of the Republic of V Einice and of its commerce, she replies that 
they principally consisted in the folly, neglect and cowardice 
of a worn-out aristocracy, and in the apathy of a people who 
had sunk into slavery." The further development of that 
verdict 'however contains the kernel of a doctrine about which 
controversy has raged increasingly during three generations. 

List admits indeed that" ... Unrestricted freedom of trade 
.was beneficial to the Republic in the first years of her existence; 
for hlrtv otherwise could she have raised herself from a mere 
fishing village to a commercial power1" But he. continues, 
"a protective policy was also beneficial to her when she had 
arrived at a certain stage of power and wealth. for by means 
of it she attained to manufacturing and commercial supremacy. 
Protection first became injurious to her when her manufacturing . 
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and commercial power had reached that supremacy, because by APP. B, 3 

it all competitIon with other nations became absolutely excluded, 
and thus indolence was encouraged. Therefore not the 
introduction of a protective policy, but perseverance in mam-
taming it after the reasons for Its introduction had passed away, 
was really injurious to Venice l ." In fact however her supremacy 
never reached to that height. Therefore if indolence was 
encouraged by supremacy, it must surely have been encouraged 
also by her near approach to it: and the history of VenIce 
would seem to lend some support to the opinion that external 
competition tends to stimulate and to maintain the resource 
and energy of a nation's industries, 

Again, List does not deny that ruin came over Spain shortly 
after she had adopted the Venetian system of Protection, 
though he holds that" at the time of Charles V (first half of the 
sixteenth century) the Spaniards were more advanced than the 
English and French in every respect"; and he admits that 
Colbert's Protective regulations were followed by poverty. But 
he avoids the suggestion that the enfeeblement of competition 
tended quickly to quench the energy; which had been started 
by the sudden opening of profitable careers to manufacturing 
initiative2• 

3. The industries of shipbuilding and trade were so 
developed by Holland, as partially to anticipate much that 
is characteristic of modern capitalistic predominance, and 
industrial technique. Industry and trade led up tofinance. . 

Sir W. Temple, writing of the early signs that the com
mercial supremacy of Holland would lead to that of larger 
nations, impliCItly classes Holland with the Free States and 
CIties, and England WIth the greater nations. His survey 
may be quoted:-"Not many Ages past, Venice and Florence 
possessed all the trade of Europe; the last by their Manu- ' 
factures; but the first by their Shippmg: and the whole trade 
of Persia and the Indies, whose commodities were brought 
(those by land and these by the Arabian Sea) to Egypt, 
from whence they were fetched by the Venetian fleets, and 

I Nalional8y8tem oJ Pollttcal Economy, ch. L 

• lb. cha. v, VI, XXVlL 
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UP. B,3. dispersed into most of the parts of Europe: and in those 
times we find the whole Trade of England was driven by 
Venetians, Florentines, and Lombards. The Easterlings, who 
were the inhabitants of the Hanse Towns, as Dantzick, Lubeck, 
Hamburgh, and others upon that Coast, fell next into trade, 
and managed all that of these Northern parts for many years, and 
brought it first down to Bruges, and from thence to Antwerp. 
The first navigations of the Portuguese to the East Indies 
broke the greatness of the Venetian Trade, and (hew it to 
Lisbon: and the revolt of the Netherlands, that of Antwerp 
to Holland. But in all this time, the other and greater 
nations of Europe concerned themselves little in it; their 
trade was war. The kingdoms and principalities were in the 
world like the noblemen and gentlemen in a country; the 
free states and cities, like the merchants and traders. These 
at first despised by the others; the others served and revered 
by them; tIll, by the various course of events in the world, 
some of t~ese came to grow rich and powerful by industry 
and parsimony; and some of the othera poor by war and by 
luxury: which made the traders begin to take upon them, 
and carry it hke gentlemen; and the gentlemen begin to take 
a. fancy of falling to tradel ." 

Holland was large enough to serve as a. basis for the largest 
trade that was then pOSSible; and while not neglecting either 
agriculture or manufactulJ', she gave her main strength to the 
industry of commerce. At a time at which manufactures, 
however concentrated, couw. obtain only the minor economies 
of production on a large scale, she showed that its major 
economies were already within the grasp of concentrated 
commerce. She thus pioneered and prepared the way fOl 

England, who two centuries later was to develop the major 
economies of massive production in manufactures also: but 
in the earlier age the power of concentrated capital could 

& Ob8e1'1Jahon. Upoll tke United P,.OVlnctJ.f, .... J). 1672. ell. VL Temple Wall 

a large.mmded ma.n; but the eVll Slde of the statesmanship of tha.t age is shown 
in the conclUSion of his aurveyof the state of Europe in 1671 where he BUms Up 
evenly the menta of three courses open to England: (1) to presern our preeent 
aJhanoes and thereby the pea.ce of Chnstendom or (2) to encourage France to 
an invaSlon of Holland or (3) to loin with France upon the advantages they caD 

offer us for the ruin of the Dutch. 
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make itself felt only by command of shipping and merchants' APP. B. 3. 

stocks. 
By far the most important form of movable capital, until 

quite recent times, consisted of live stock, to which indeed the 
kindred origin of the words "capital" and "cattle" bears 
testImony: but agricUlture offered lIttle scope for the concen
trated and highly organized employment of capital. Thus the 
opportunity for pioneering new and larger methods which lay 
in the hands of landowners was much less than that of the 
merchants, and especially of maritime merchants. For they 
generally owned their own ships; and, till well on in the 
eighteenth century, ships were much the most costly imple
ments of industry in the world. Manufactures are commonly 
regarded as the industries which are most closely concerned 
with progress in mechanics. But in this and in every precedIng 
century the ship has been the embodiment of more sustamed 
thought and more organized experience than any other machine. 

It was no accident that the origin of the vast modern 
system of joint stock undertakings can be traced to the 
necessity, which" was felt even in the ancient world, for 
combining the resources of many people, in order to bear 
the expenses and distribute the risks of the shipping trade. 
But, though the ancient Romans made military roads at least 
as well as we can now, the arts of navigation are of relatIvely 
recent growth. In the early Middle .Ages ships were smail and 
heavily built, and they carried but little freight in proportion to 
their bulk. They were unable to progress at ail except with 
a favourable wind: they did not venture out of sight of land in 
uncertain weather; and they carried but small cargoes. 

But from the thirteenth century, when the compass came 
from the far East to the West, the arts and the appliances 
of navigation progressed fast. Ships became large and yet 
lighter of build and more easily handled: their net tonnage 
increased relatively to their gross tonnage, and even more 
relatively to the crews needed to work them. The art of 
tacking was discovered; and, as ships improved in structure, 
they were able to sail nearer to the wind and to dispense more and 
more with harbours and anchorages. Voyages went with larger 
freights and lower charges; with more security and less loss of 
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APP. B,3 time, and therefore with less loss of capital: and there was of 
course a vast increase in the volume of trade and extent of 
trade: i.e. in the number of tons that were Garried a mile; or, 
to speak more shortly, in the number of "ton nules." 

But meanwhile the importance of the Mediterranean was 
being lowered by the spread of the Ottoman power, by the 
weakening of the police of trade, by the growth of piracy, 
and-by the diversion of the traffic between Asia and Europe to 
the Cape route: and the more vigorous races of the North 
were gaining in knowledge, in wealth, and in opportunity. The 
scattered forces of the Hanseatio Federation could not however 
develop t~e latent economies of concentrated trade to their 
full extent; and, although Antwerp showed some signs of 
rivalling the trade of Venice, her career was cut short when the 
ScheIdt was closed against her. No other single town was 
strong enough to .fill her place: so the task fell to Holland, 
whose position and waterways combined every physical advan
tage for it, and whose people had every aptitUde for It. 

The Southern half of the low lands formed by the deltas 
of the Rhine and the Meuse was the earner in economic 
development: the Dutch, like their pupils the English, were 
slow of inventionl • But the toughness of their fibre was un
surpassed. They possessed singular self-control: and they 
remained frugal and persistent for more generations than any 
other rich people had done before them. The sons and grandsons 
and great-grandsons of a wealthy merchant were seldom above 
work; and some special fopn of refined trade-knowledge was 
often the best part of their rich inheritanceS. 

Holland seemed poor in physical resources:' but her poverty 
was a part of her strength: for it led her to give her whole 
energies to developing those resources which she possessed. The 
chief of them lay in the fact that she contained in a small 

1 Huet, Memo"8 o/the DutcA trade, A.D. 1700, ch. I, tells how Brugee had the 
first great trade m herrings; and how even the art of Bsh curing, to whloh the 
Dutch owed the Brst great sprmg of thetr shlppmg industnes, waa borrowed 
from the South. Many years elapsed before they carried the lessons, which they 
had learnt from the Flemish texWe industries, to • suffiClent excellence for 
export trade. 

I Tb eVIl ansing from A lack of t~ steadfaatnesa ill well mown in 
Ehrenberg'S study of the nse and decay of the brilliant Augabu.rg. 
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compass the mouths of great rivers which bring to a focus many APr, B, 3 

courses of rich and easy trade. Amsterdam was popularly said 
to be bwlt upon herrmg bones: for her wealth rose out of the 
earnings of fishermen who fished first for their own markets, 
and then for sale as fast-day food for other peoples. Thus 
her domestic industries paved the way for her export indu§1;ry 
of the services of carriage to other countries: for, as Petty 
said, "The Labour of Seamen and Freight of ships is always 
of the nature of an exported commodityl." And he and others 
maintained that Nature had been as kind in giving to the 
Dutch but a poor home on the land, as in giving them rich 
provinces of water by sea and river. If they could have grown 
com and wood easily themselves, their early call to hfe on the 
waters would have been less distinct. But havitlg httle vent 
for thell capital in agriculture, they kept it long in com'merce; 
and their excellent system of banking and commercial credit 
made their rapidly growing wealth in a fluid form available 
for all uses. Thus the rate of interest was low with them. 
Their shipowners and merchants could always obtain the loan 
of capital on easy terms; and it was used freely to join their 
natlilal watercourses by canals, thus making much of their land 
int.> a greater Venice. They spread out -their industry upon 
the waters, so that their several towns were in constant, close, 
and cheap communication with one another; and for heavy traffic 
as well as for hght. 

They could meet the needs and hit off the fancy of cus
tomers in each place with choice of things drawn from many 
sources. They could select from many markets the fittest and 
the most opportune for the sale of any particular ware. Further, 
they could buy quickly and sell quickly: and therefore with 
but little loss for spoilt goods relatively to the tum-over, 
and but little capital locked up in idleness-a consideration 
of great importance at an early stage of economic progress, 
when movable capital was scarce: the rates of interest and 
profit were still high even in Holland in comparison with those 
of the present age. 

And, just as an organized post can deliver letters more 
cheaply than could be done by private messengers; so, by 

1 Polattcal AnlA_he, p. 19. 
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aPP. B, s. sending out ships in quick succession on circular tours, they 
could dehver and fetch goods, and especially small parcels 
of goods, from and to ~ great number of ports very cheaply. 
The knowledge which they got of one class of customers or 
producers in one trade helped them to know of other customers 
and producers in that trade and in allied trades: in matters 
of this kind almost every piece of knowledge .is on the way 
to..others, as is almost every house on a postman's beat. And 
the economy of this unity and concentration was still further 
increased by the arrangement that each town should give 
special attention to some particular branch of trade; the detailed 
,knowledge of which became the collective hereditary property 
of her merchants. Thus Holland's trade was the cooperative 
work of many units, each of which was organized cooperativelYi 
though indeed jealousy among neighbours was not rare 1, 

Tur~g the power of specialization that comes from effec
tive unity in another direction, they adapted their vessels 
to particula:t tasks. Petty remarks that, as the cloth manu
facture employs many classes of artisans, each trained for a. 
special work, so Dutch commerce employs different classes 
of ships for precious or coarse freights, for long voyages, for 
coasting and for minor traffic, "for ports where they need never 
lie aground, for ports where they must jump upon the sand 
twice every twelve hours "; and so on. And Ii tract on .. Trade 
and Commerce with the Hollanders," which used to be attributed 
to Raleigh, says that a Dutch ship of two hundred tons 
needs "but nine or ten mariners where we need thirty." 

Nor did their high organization of energy end with their 
commerce. They anticipated, a little later than Venice had 
done, but much more thoroughly, the great nineteenth century 
principle of interchangeable parts in the manufacture of their 
ships. Dutch shipwrights could speciahze themselves on 

1 Temple mentions &s one of "the chief Advancers and Encouragei'll of trade 
in Holland, the oustom of every town'. altecting Bome partioular commerce or 
staple, valumg itself thereupon, and so improvmg It to the greatest heIght: 88 

Flussmque by that of the West Indies; MIddleburgh, of French WInes; Terveer 
by the Scotch Staple; Dort by the Enghah Staple and Rhenish wines: Rotterdam 
by the English and Scotoh trade at large and by French wmes: ••• Frieeland by 
the Greenland trade; and Amsterdam by that of the ElIo8t Indies, Spam and tbe 
StraIts." Ob8et'vatfOM em 1M TraM 0/ ~ U,Uted NetM3land6. 1672. ch. VI. See 
also Huet, l.e. oh. m. 
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different classes of work so that one man shall be always and APP. B. 8 

only employed in the manufacture of keels of one and the 
same dimensions; another of ribs, another of beams, another 
of rudders, and so on. They adhered to one pattern mainly 
for ships of one hundred tons, and again for ships of five 
hundred tons; and, caITlage being easy, the different parts 
of a ship could be ordered from ddlerent makers and put 
together easily. By this means "the labour must be less, 
and consequently the prices must be less, though wages 
should continue as high as everl." 

Further, Holland led the way in banking and financial 
organizatIon on a large scale, and, in this matter also, she 
handed on the torch from the City States of North and South 
Europe to England and other western countrIes. In early 
times financial enterprise drew its resources, and obtained 
its opportunities from trade rather than from industry. For 
industry offered few economies to production on a great scale; 
it belonged to artisan rather than to capitalist organizers: 
but trade, and especially long distance trade, when conducted 
with ability and good fortune. yielded high returns on relatively 
large investments. A chief field for the operations of financiers 
was always found in the demand for loans to needy rulers and 
other magnates. But, as industry grew, an ever larger field was 
provided by the growth of industrial cities; where the products 
of innumerable workshops yielded in the aggregate rich oppor
tunities for financial enterprise: and those merchants, whose 
powers of insight and imagination fitted them for handling large 
commercial risks, rose quickly to be leaders of finance. Some of 
them tripped, fell, and disappeared: but the survivors built up a 
great edifice of high finance that lasted long. So it was in the 
great cities of Northern Italy:-Genoa, MIlan, Florence and 
Venice: in Augsburg, Frankfurt. Hamburg and other Northern 
cities: and so it was above all in Holland, leading the way 

1 Ocmaidflf'aliou 1m Ilae Ead IftdlG Trod.., 1701, ah. XII. The chacussion by 
the unknown author of tina p&mphlet, of the efficacy of labour &8 apphed in the 
manufacture of moth and watches, is one of lua many olauna for rank almost on 
a level Wlth Ad&m SlDltli. He goes on to tina wscussion of Dntch ahlpbwldmg 
&8 ont.topPlllg &II other things "performed by the labour of man." For BOme 
&inuIar facta relating to Vomce _ H. Brown, Yetldwm RepublIc, oh XI. 
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API'. B, S. in this also for England. Thus financial faculty was evok('d 
by the large handling of material goods; and, as' Professor 
Sombart's study of The Jews emd Modern Oapitalism has shown, 
the presence of an adequate material basis for finance attracted 
the faculty by which high gains might be reared on that basis. 

He claims indeed that the rise of almost every important 
centre of financial activity can be traced to the advent of Jews; 
wJw generally came from I!far, and not even from lands with 
similar customs, language or climate: and this accentuated 
their orIginal tendency to regard as strangers those, who were 
not of their own race, and to be regarded by them with dis
trust. And he accumulates evidence that religious persecution 
moulded the international distribution of economic strength 
as much through the forced migrations of the Jews, as through 
the forced migrations of skilled artisans. Whether his position 
be fully established by further investigation or not, it seems 
certain that the superior mobility of financial ability and 
resource ID,ust be allowed credit fOJ: a larger share in governing 
the mobility of industry in the middle stages of ita develop
ment. than has heel! generally given to itl. 

I He seems indeed to have underrated the wffioulty of deciding whioh of 
two contemporary and allied movements exerted the greater influence in pro
moting the other. He showl oonvmcingly that places which expelled the Jews 
beoame poor; and that places which attracted them became rich. But it 
is to be remembered that, if a town wss failing in econODllC strength its 
merchants might probably regard the competItIon of Jewish rivala &oS a ohlef 
oause of Its impoverishment and clamour for their expulsIon; and thus &0-

celerate a declme wruch had deeper causes. Again, the expelled Jew. (whose 
knowledge of the econODllO condItions of vanoul places W&oS even more excep
tIonal then than it is now) would be hkely to move to those places wruch had 
hIgh and large- finanolal capabilitIes: and, of oourse, those places denved part 
of thll1l' strength from that very hberahty of spint of wruch their hOSPItalIty 
to the Jews was an eVidence. The strong brains of the Jews fitted them for many 
tssks; they took good pa.rt in severalmdustnea And in colonizatIOn. No other 
raoe has maintalUed vigour of intellect and character dunng so many centurIes. 
And Roscher, D,e Jude'1l 1m Mlitelaller, bwaclitel 110111 StanJpulikte de, allgemetlle71 
Hande18pol.hlr, 1875 (repnnted 1U h1s .A.lI8lcllten), makes an instructIve lIurvey 
of the many "old" peoples, who have rendered 8lmllar servlC8S (dunng shorter 
penods mdeed) for sUcceSSIve growths of new peoples. 
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4. It is true that economic development passes generally .opp. B, 4. 

throu!lh three stages, in the last qf which manufacture 
predominates: but List's assumption tl/'o't manufacture is 
necessarily superior to other industries seems to mistaJ.e. 
accidentals for essentials. . 

When this stage in the industrial evolution of the world 
had been almost perfected, a seer arose to tell its story with 
epic force. List was not altogether a kindly historian, especially 
as regards England. But his story was full of suggestion and 
dramatic interest. It told how the world passed from its 
mediaeval to its modern phase in economics, and to a large 
extent in politics. by the expansion of ideas, sentiments and 
methods of action. which had previously been unable to expand 
beyond the limits of towns. He showed how the "Mercantile" 
(or. as he preferred to call it, the "Industrial") system, by which 
the transition from economic mediaevaliam to modernism had 
been effected, had had for its aim to carry over these ideas, 
sentiments and methods from the life of towns to that of whole 
nations; and thus to create "an agricultural-commercial
manufacturing state like a city which spreads itself over a 
whole kingdom. or a country district raised up to be a city." 
JI~ was a broad-minded man, full of knowledge and insight; 
and economic history will for ever owe him a great debt. Many of 
his most important teachings are associated with his well-known 
doctrine that economic development in the past has generally 
shown three clearly marked stages. That doctrine, taken 
broadly, appears to be securely estabhshed; but its full 
interpretation presents several difficulties. 

In List's first stage the people are not ready for the" higher" 
forms of industry; they buy manufactured goods with raw 
products, and are strengthened and educated by their purchases. 
In the second they are ready for the simpler forms of manu
facturing industry: and, by resolutely practisIng these, they can 
educate themselves for more dillicult work. H they do this, 
they reach the third stage in which manufacture predominates; 
and they have some share of industrial leadership. 

On this basis he founded his great practical precept that in 
the first stage commercial intercourse with more advanced nations 
.should be weWomed without stint .. for the sake of its educative 



698 EARLY PHASES OF INDUSTRY AND TRADE 

UP. B, 4. influence; and because it supplies the machinery etc. needed for 
further advance~ in the second stage the nascent manufacturing 
industries of the country should be fostered by import duties on 
things, which they are beginning to be able to make; and in the 
third stage Protection, having done its work, should disappear. 
It is well known that the wisdom of each clause of this precept 
has been questioned from several different points of view: and 
that ~here is no general agreement as to the point at which he 
des~ned to draw the line between the second and the third 
stage. But these matters, though important, are not to our 
immediate purpose. Our special concern now is with List's 
suggestion that the second stage of a country's industries is 
lltghe;r ijhan the first, and the third higher than the second, 
in proportion as manufactures take an increasingly prominent 
place among them. 

To begin with, Knies (1853) pointed out that List's account 
needed to be supplemented by the observation that the 
successive industrial stages of different nations show an 
increasing '-tendency to .. , synchronize": for backward nations 
can, by aid of modem developments of the means of intercourse, 
absorb advanced industrial ideas and methods with a rapidity 
that was impossible in the ages to which List had specially 
directed his attention. But when Kroes wrote, the time had 
not yet come for discerning that the character and conditions 
of industrial leadership are liable to great modifications, in 
consequence of _changes in the relative ranks of different Borta 
of industrial work. , 

In the middle of last century it was still reasonable to think: 
of agriculture and mining as necessarily characteristic of the 
lower stages of industry, and of manufactures as completely 
possessed of the higher. But davelopments which had their 
:.;oots'in mechanical inventions of the eighteenth century, have 
grown at an ever increasing rate throughout the nineteenth: 
Semi-automatic machines have taken on themselves Bome of 
the responsibilities which used to weigh heavily on artisans in 
the larger staple manufactures; and they have lessened many 
others. Thus not a few of those manufactures which most 
impressed men's imaginations when List wrote, have now lost 
their right to be ranked among the higher industries; while 
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other economic activities, BOme connected with mall.Ufacture APP B, 4 

and Bome not, have risen to the high places thus vacated. 
These changes call for a halt in our general study of industrlal 
evolution. It ia no longer reasonable to assume, as a matter 

r of course, that an increase in a country's manufactures must 
be welcomed more heartily than other developments .of 'her 
economic activity. No doubt England's chief strength, when 
List wrote, lay in manufacture. But as we have just seen, 
Holland's chief strength always lay outside of it; and yet she 
pioneered some of those paths of thought and action, in which 
many of the chief triumphs of industry have been won, both 
before and after List's time. And, as we have seen, not all of 
those characteristics of manufacture, to which its importance is 
owing, are of high quality. The substitution of repetition work 
in massive standardized production, even though it be true to a 
thousandth part of an inch, is not an advance, from the human 
point of view, over skilled handicraft: it increases man's power 
over matter; but it may diminish his power over himself. 



APPENDIX 0 1 

ENGLAND'S EARLY INDUSTRY AND TRADE 

APP. C, 1. 1. Origins of the energies, which were 'Ultimately turned 
to account in England's industry and trade. 

Even in the present age, when travelling is easy and safe, 
and strangers are hospitably received almost everywhere, those 
who seek their fortunes in a far country are generally sturdier, 
bolder, and more energetic than the comrades and relatives, 
whom they leave behind: and this rule was almost universal in 
the early ages of violence, when the sword, the spear, and the 
arrQw were the only passports to new lands. England was 
peopled by successive hordes of immigrant warriors; and, 
whatever may be the rule in the modem age of machine guns, 
the bravest were the most likely to survive in the days of hand 
to hand conflict. Her people therefore had an exceptionally 
large share of the solid qualities by which men have won their 
chief victories in difficult industries. 

The energy thus imported was sustained by their predilec
tion for open air rural life. England's climate is moist and 
even sometimes melancholy: but it is almost free alike from 
oppressive heats and long continued frosts, when outdoor 
occupations are scanty and dillicult: and the relatively rich 
growths of winter grass, which were offered in farm land and 
forest, enabled the people to indulge their liking for animal 
food in a degree which was rare in fairly well populated 
countries: roots and other crops for winter consumption were 
still unknown. 

Conditions were favourable also to a good supply of strong 
cereal food, much of which was indeed taken in the form of 

J Thia lppen~ is associated with pp. 33-'1. 
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a drink which was midway between mild ale and grain steeped APP c,l 

in water. Also an exceptionally large part of the population 
lived sufficiently near to the open country to have opportunity 
for work on land, generally in their own occupation, so long 
at least as population was scaree: and the rule, that every 
artisan is an agriculturist at times, while every agriculturist 
does some rough work in or about the h0U8e, was even more 
genp.ral in England than in countries where lrle in cities and 
large villagE',s was more in favour. 

Another influence which food-supply exerted in early times 
on the vigour of the population, was seen when food had been 
made searce by failures of harvest or by the ferocity of 
contending armies. Maitland's great dictum, that "Agrarian 
history becomes more catastrophic the further we trace it 
backwards," has been supported by investigations into the evil 
alliance between famines and disease. During severe famine, 
rotten poisonous food, both animal and vegetable, was eagerly 
devoured. Famine induced disease, and disease militated 
against the strenuous cultivation of the land: in fact famines 
and plagues worked more evil through the general weakness 
which followed them, than through the deaths which ac
companied them. It seems however to be established that 
pestIlence was seldom followed in England, as it was abroad, 
by ergotism, which eaused an enduring lack of nervous as well 
as physical strength; and that this immunity was largely due 
to the generous food of Enghshmen in ordinary timesl • 

Lastly it is to be observed that England's position lent but 
little support to any pretension, which the king might advance, 
that a strong army was necessary to defend the country against 
invasion. Some of her kings were strong rulers, but their 
strength belonged to themselves rather than to their posItion: 
it did not often descend. like an heirloom to weak successors. 

1 The pro0888 by w~ich food-supply has been atea.Wed OlD recoil' tunea will 
be cLscuaaed in Appendu Il when some further light will be thrown OIl 

Mrutland's great chctum (Dome8dag Book, P. 345). He gIVes stroug reasons for 
thmkmg that the amount of land needed to supply cereal food for a given 
populat.lOn was much greater than has been generally supposed: he suggests 
that "DO more than one third of the arable land was sown in anyone year," 
and that. it 'WIllI necesaary to "face the poSSlblhty of garnenng but. aU bushele 
an &CJe ... of whioh two must be retained for seed" (ib. pp. 438 aud 517-9). 
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APP. C 1. 'No doubt the limitation of royal power was of interest to the 
nobles in the first instance, rather than to the common people: 
but indirectly it helped to maintain the sturdy independence, 
at a~ events of the middle classe&-1.e. the smaller gentry and 
the well-to-do yeomen and craftsmen. And further the whole 
of the people gained something, amid their manifold distresses, 
from the outdoor exercises and sports, which it was the policy 
of the magnates to foster among their followers. 

,- Norman rule established formal political unity throughout 
England: but while conquerors and conquered were becoming 
a single people, the very toughness of their character was causing 
obstinate local interests to grow up everywhere; partly indeed 
because commercial intercourse, except along the rivers and the 
sea-coast, was hindered by the lack of good roads. England 
long remained backward in this respect: for the great roads of 
early times were chiefly built for strategic purposes and by 
forced labour; and the English King had no great occasion for 
them, and no great power of making them. So this vital factor 
of national economic unity was neglectedl • 

Thus England lacked concentratIOn: her people always made 
use of the estuary of the Thames, of the marshy network of rivers 
of the East coast, and of the small harbours of the South coast. 
But they left nearly all the larger affairs of their own seas to 
Italians and to Easterlings. They received from foreigners 
high-class goods and services; and in return they gave crude 
wool and skins and minerals, which they had received from the 
bounty of Nature. The foreigners, who carried the trade, brougijt 
revenue to the king, but were not loved by his SUbjects. 
Further to increase his revenue, and to educate his people, he 
favoured the settlement of foreign artisans among them: they 
were not much better loved than the foreign traders, but this 
educative policy was truly constructive. 

The royal power could protect foreign artisans in England 
fairly well: but it was not ready for the larger and costlier 
task of protectmg English traders in distant lands. Some 

1 Rogers held that during the MIddle Ages. though the local roads were bad, 
the old Roman row were kept In good rep&ll'. But thia ill doubtful See 
Denton, !lngland. In th£ Ftfteemh Cent:u'1l, pp. 171-182: &Dd CUDIlingham, 
Growth oj B1lfIZuA Ind.lUltJ'g and. O_ce" II. 1130. 
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start indeed was made with the Company of the Staple, tradmg APP. c,l. 

under direct royal authority. But the chief extensions of 
national trade were intrusted to private companies; who received 
more or less of a monopoly, direct or indirect, to recompense 
their private outlay on behalf of the order and security of trade, 
at first with England's near neighbours, and afterwards with all 
the four Contments. The privileged companies provided a 
fairly thorough substitute for a national trade policy; and they 
fostered the growing rush of the strong Norse blood into 
maritime adventures, which were ultimately to plant the English 
race firmly in a great number of the richest districts and the 
best ports o~ North America and Asia. 

While English merchants were slowly feeling theIr way to 
liberating the trade of their country from dependence on foreign 
capItal and enterprise, internal trade was in process of being 
developed in spite of the lack of adequate roads. As now-a
days good roads are the feeders of railways; so rough roads and 
packhorse tracks fed innumerable waterways, small and large. 
Only a small part of the total area of the country was very far 
removed from water that would carry a boat or shallow barge, 
and that small part of the country was thinly populated: 
nearly all considerable towns, and even important villages, 
monasteries etc. were sItuated near deep waterl. 

Crude metals, and mill stones, and other heavy things, for 
which the demand was urgent, would go round almost any 
distance by water, in order to avoid a long land journey: and 
even' at a relatively late date, the monstrous bulk of the crop 
of hops grown in the South-east of England came partly by 
water to the international Stourb~dge Fair near CambrIdge, 
whence they went by water in all directions. Wheat and other 
grains would seldom bear the expens~ of a long journey by land; 
though a few other rather bulky things, such as salt-fish, would 
on occasion force their way nearly everywherell• 

Wool was the only thing of first commercial importance that 

I Towns now remote from the coast are deScrIbed as ports by the ohromclers; 
and suoh towns as York and Doncaster "exercISed the l'Ight of shal'mg ill 
wrecks at sea, as though they stood on the sea-board" (Denton, l.e. p. 183). 

• An interestmg contemporary map of Stourbndge F&J1' 18 reproduced by 
Selfridge, Tile Romance oJ Oommeru. 
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APP. C, I. went in every direction, taking no refusal: and the head-waters 
of nearly every stream that f!.pwed to an Eastern port, however 
small, received from land-carriers wool that was on its way to 
the Continent. Thus it pioneered the way to highly organized 
internal transport, just as later on it was to pioneer the way to 
highly organized industry. Coarse woollen cloth shared with 
leather the chief services that portable commoditie~ rendered to 
substantial comfort. Raw wool in the early time, and manu
factured wool in & later time, were the principal means of 
bringmg into the country imports of all things, and especially 
of the much coveted precious metals: and it was regarded, for 
various reasons, sound and unsound, as the main buttress of 
national power in early times; while its manufactures were 
a main embodiment of industrial prowess in the beginnings of 
England's industrial leadership. The prominent place which 
wool holds in' English history is not a mere episode, interesting 
to the chronicler. It is the dominant outward manifestation of 
that deep-set firm resolve to concentrate energy on things which 
make for solid and enduring results, which is the chief foundation 
of the place that England has wOQ for herself in the world. 

It is perhaps a relatively small matter that weavers shared 
with bakem the position as leaders in the formation of craft
gilds. Bread and clothing were chief representatives of the 
domestio commodities. Bread could not stray beyond its local 
market: but division of labour in the woollen trade went early 
in union with production for general markets, and thus worked 
towards the development of a class of dealers as distingwshed 
from the actual makers1. 

Towards the end of t~ twelfth century "two and a balf 
stones of wool," says a writer in 1805, when the woollen manu
facturers were still predominant over all others, "would purchase 
an ox, whereas & labourer will now earn the value of a stone of 
wool in a week. At that time it would require sixty days, 
so that poor sheep walks were as valuable as the best land I." 
During the following century England had become fairly pros
perous, in splte of civll troubles; but her cloth seldom tempted 

I Ashley, Ecmwmw History, L p. 192. 
• WhItaker, HtaIm, o/, Orave.., quoted by James; HIIJIm'fI 0/ Owl wor81e4 

manujact'IW8 In England, 1857, p. 47. • 
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a foreign buyer, and she exported raw produce only. Early in APP. 0,2. 

the fourteenth the strong hand of Edward III set on foot such 
large schools of skilled foreign artisans, that she began to be 
able to sell coarse stuffs abroad, though still dependent on 
importation for all fine stufis. This was the turning point: but 
several more centuries passed before the best handling of her 
own wool was in her own workshops. 

The foreign artisans thus imported, as well as those who in 
later times sought England as a refuge from persecution, were 
drawn from many parts of Europe; and each group tended to 
set up that particular sort of woollen or worsted fabric for 
which its own home was noted. There soon appeared an 
astonishing variety of manufacturing processes, each of which 
belonged to one or two locahties: and thus the great fairs 
were-hke modern Exhibltions-schools in which people learned 
that the hablts and resources of their own villages, and even 
their own counties, represented but a small part of what went 
on in the world. 

2. The desuetude of mediaeval institutions and kahits 
qf life and action j and the growth of a labouring poptda
tion, detached from specific obUgations and rights, prepared 
the way for conditions of which the present dominant rela
tions between employer and employed are the result. 

During the thirteenth century and the first half of the 
fourteenth, a certam impatience of the customary conditions of 
tenure and selVlce had been spreadmg among the people 1. It 
would h~ve prevailed ere long without any external aid; but in 
fact it rec~ed a mighty impetus from the destruction of a third 
part of the populatlOn by the Black Death in 1348--9. Such 
an event would have caused a great dislocation of social and 
economic relations at any time: but, coming when it did, its 
force was increased greatly in fa.ct, and even more in appearance. 
For, just as the rise of prices about 1870 set the agricultural 
labourers on improving their pOSltion by migrating to the 

• The great va.riety. compleXIty, amblgl1lty and changefulness of these 
condItIOns, and the narrow hmItatlOn8 of present knowledge WIth regard to 
them, have been set out by M ... tland and Professor Vinogradoff; see e g. 
the summaries m Domudall Book, pp. 60-61; and Vllla.nage "' England. 
pp 2.20 and 312. 

JI. L T. 
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APP. C, 2. towns; so the feeling of power which the villeins derived from 
the new scarcity of labour set them to surrender their holdings 
and purchase hcences to live within the waIls of the cityl. 

The immediate effect of the Black Death was of course to 
create a scarcity of labour relatively to land, and of both 
labour and produce relatively to the stock of money: that is 
to raise the price of produce, and therefore the money wages 
needed to yield the accustomed food etc. to labour, at the same 
tini; that it raised the amount of produce which it was 
worth the while of the superior holders of land to give for 
labour. But they could not realize the situation, or perhaps 
they refused to realize it: they endeavoured violently to force 
back labour to a position worse than that which it had held 
before the Black Death: and their shortsighted selfish cruelty 
accelerated that break up of the structure of society, which 
they were anxious to sustain. It was ordered that everyone, 
who could not show a satisfactory occupation in the country, 
and had not already found footing in an urban industry, should 
be compelled to work at the money wages which were 
"accustomed to be taken" in the neighbourhood in which he 
used to serve two years before the Black Death-a rule that 
could not be enforced strictly, but yet was a potent aid to 
oppression: and that in tum strengthened the spirit of revolt. 

If a labQurer migrated in search of other employment he was 
liable to be arrested, to be put in .the stocks, and ultimately to 
be branded with a hot iron: and the enforcement of this rule 

1 R. E. Prothero, E1UJZ'811. FarmIng, oh. u. "The break up of the ?tlauor"; 
and ch. III. .. Farming for profit," seta out the whole P08ltlOo. very ploarly. 

The dlsa.rrangement of Bocial relabons caused by the Black Death was BO 

violent as to arrest general attention; just as whon a great nver m Indta or 
China. ohanges ita oourse, the destruction of all land marks, over wluoh Its 
~rrents have Iwepton the way to thetr final bed, completely destroys for a. tlme aU 
traditional customs. New oustomary nght9 grow up in • few short generaboD.8, 
and in. few more they are thought to have descended from tune unmemorlJll: 
the great deluge remaInS as an epoch in the hIStory of the lea.rned. wlule the 
Inoessao.t minor oalanuttes, wluoh have made plastICity ao.d mobility the only 
endurmg features of oustom, are but little con$idered. "Just hefore the out
break of the Black Death, the wages of agricultural labour were excepbonally 
high: .•• the rise was due to earber pestileo.ce": and m the following eentury 
"twenty olltbrea.ke of plague have beeo. recorded" (Denton, pp. 218 and 1(0). 
In fact the Black Death "fell in the middle of • period of Bocial oonvuiluoo., 
and only gave. more radical character to ita later hall" (Stollen, O~1ut;hte 
der tngll8C1I.en LoAnaroe.ler, p. 31O). 
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was entirely in the hands of those in whose interests it was APP.o,ll 

ordained. Such dIscipline tended to drive the rural labourers, 
now defiant with a nascent conscIOUsness of power, away from 
agriculture. Authority, urged on by the landowners, decreed in 
vam that every boy and girl who had served up to the age of 
twelve at the plough or cart should abIde ever at the same 
labour: and later on it added that no country man other than 
.. freeholder of 20s. might apprentice his son to an industry. 
The latter rule was more easily enforced than the former; and, 
in consequence, the woollen and other industries sought rural 
districts where formal apprenticeships could be avoided. A 
httle later the towns felt symptoms of decay, for whICh their 
own narrow regulations had prepared the'way: and they had to 
petition for leave to draw apprentices from outBldel • 

The reconstruction of social and economic order moved 
forward without any reversal, though not without some checks. 
The ebullitions of 1381 and 1450 (the Peasants' Revolt and 
Jack Cade's rebellion) indjcated much;-but effected little. Mean
while however a steadily expanding freedom of thought was 
reinforcing freedom of action: the Lollards protested against 
the manner in which the monasteries discharged theIr steward
ships for the poor; and t~eir critIcisms cut deep into the 
foundations of all authority that seemed in conflict with reason. 

I This was nearly the last phase of the many changes which'the Cra.ft GIlds 
ha.d undergone smcs they ha.d superseded the earhez Merchant Gilds It seems 
doubtful whether there ever was a tune at wluch all those who asSISted in the 
work of a craft had a reasonable prospect of attaIning full memberslup; and it is 
known that great ch.tmctions of wealth gra.dually showed themselves Wlthm a 
gJld, and between gtlds; and that members of "yeomen gIlds," set up by Journey
men, were of lower status than those of full craft pels. The deoay of many 
towns m the fifteenth and sixlleenth centuries is attnbut&ble to the selfishness 
of the gtlds, theIr mabIllty to adapt themselves to changtng 'conchtIons, and 
thell" general mISmanagement. See Unwm, ltullUtnaJ orga1lmJbon '" IAe 
.""teent" and ,eventeentTa centUrIes, IntroductIon and chs. I, n; Ashley, I.e. 
ch. n; Cunrungham, I.e. pp. 236-353, 44l.-447; and 145-025; and Webb, 
H.story oj Trade U ... on ...... ch. I, especially pp. 35-38: also the chapter on. 
"the control of industry" m Salzmann's Eng/.u" ltullUmes oj IAe M.ddk 
Agu. There IS some interest m a comparison of this hlBtory WIth that, whteh 
Dr Clapham shows (EconomlCB Jou.rnal, June, 1910) to be the true explanatIolI 
of the deo .. y of the Norfolk worsted mdustry from .. bout 1830. He proves 
th .. t the lack of water power and that of cheap coal were by no means the 
qnly factors A third commensurate WIth them was the Vlolence and oorruptIon 
whwh marked the resIstance of the old hIghly-concentrated forces both of em
ployers and employed to the techrucal changes demanded by the new era. 



708 ENGLAND'S EARLY INDUSTRY AND TRADE 

"Pl-. c.lI. The extravagance, made fashi'Onable by Edward IV, hastened 
the sale of landed pr'Operties to men, wh'O regarded land as a 
s'Ource 'Of revenue to the neglect 'Of its amenities. The str'Ong 
hand and parsim'Oni'Ous habits of Henry VII made for quiet 
steady work: but his frugality was rendered odi'OUS by the 
methods which his ministElrs ad'Opted f'Or tilling his coffers. 
And the dashing extravagance 'Of Henry VIII, being 'backed by 
an. unprecedented accumubti'On 'Of treasure, set g'Oing a display 
of-wealth, which inevitably made f'Or poverty; even th'Ough 
industry and trade were flourishing, and knowledge was being 
increased by leaps and b'Ounds thr'Ough the Revival 'Of Learning. 

Thus" r'Ogues and vagab'Onds" did n'Ot wait for the Ref'Orma
tion and the diss'Oluti'On 'Of the m'Onasteries, but plagued' 
Henry VIII while he was still a 'faithful foll'Ower 'Of the 'Old 
religi'On. In Elizabeth's reign, the m'Ost skilful, thrifty and 
energetic artisans from many parts 'Of the C'Ontinent cr'Owded 
int'O England. S'Ome of them br'Ought a go'Od deal of capital, or 
rather command over capital in the form of various documents 
which the age was getting to use freely. But even more 
important additions to the real wealth of the country were 
artisans, who could teach something that Englishmen did not 
know, and had good cause for wishing to know~ one of these 
might easily be of more commercial value to the country than 
a draft on a foreign banker f'Or m'Oney equivalent t'O several 
hundred P'Ounds. And yet \ so griev'Ous were the " gr'Owing 
pains" 'Of the s'Ocial body in transiti'On, in spite of the vehement 
remedies prescribed by the unskilled P'Ohtical practiti'Oners 'Of 
the age, th&.t vagab'Ondage was still rampant; and all wages 
c'Ontinued to fall, If we can trust the d'Oubtful indIcations of 
statistical rec'Ords l • 

I Steffen, Geaclllchle def' engllschefl Lohnarbeltef', has analysed the hilltory of 
wagea In England, making o&reful use of the data compued by Rogers and 
others: and h,s cluef results, so far as relevant to our present purpose, may be 
'summarized thus:-He takea as representativea the amounts of wheat that 
a carpenter's and an agrIcultural labourers day's wagee would severally buy: 
and he further shows that no great ililIerence in the results (so far as the 
period under Vlew 18 concerned) would have been made If the ,tandard ration 
had been taken to con818t of wheat and meat In proportions by weight of about 
five to one. Wages thus reckoned appear to have been rwng conll1derably lUst 
before the Blao~ Death! they made a great jump npwards In the next half 
oontury, In SpIte of a rapid increase in tho populatlon: they continued theIr 
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3. Further preparation for modem relations between UP. 0, 3. 

capital and the various orders of the industrial population. 
The constructive work of early trading monopolies. 

The total quantity of movable wealth required_ to sustain 
the new methods of industry was not very great: it attracted 

opw&rd movement during the fifteenth oentury, though at a slower rate, the 
growth of population bemg rela.tavely slow; they fell genera.lly dunng the 
SIXteenth century, nsmg indeed a httle dunng the ea.rly yeM'S of Ehza.beth's 
reign, but falling rapidly towards Its end; the mcrea.se of population meanwlule 
beoomlDg a httle more ra.puL They seem to ha.ve reached their lowest POlDt 
early 10 the seventeenth century (in the reign of James I); and thence to ha.ve 
risen sbghtly In the 8&88 of agncultora.I labour, but fast in the case of ca.rpenter's 
labour, ttll the middle of the eighteenth oentury; beyond whloh we need not go 
a.t present. 

But in a.II this there is a. large element of conjecture. No near a.pproach to 
accura.te estuna.tes in rega.rd to the purchasing power of wa.gea even in our 
oWD tIme is a.ttamable: and of the numerous questions, whlch arise in regard 
to early entries rela.tmg to wages, only a very few can be a.nswered even a.pproxi. 
ma.tely. For instance the representative wages quoted above are necessartly 
those of men who work by the day; because the allowance m kmd to those 
permanently employed vaned moch, and cannot be tra.ced. The high wages 
donng the fifteenth century, shoWD m Rogers' ta.bles, ha.ve contnbuted to the 
erroneous notion that It was the golden age of Engbsh labour. But Denton 
(I c. p. 214) seems to ha.ve estabhshed-though the ma.tter is not wholly free 
from controversy-tha.t the day labourers eould not look for employment for 
more than three days on the a.vera.ge. They may indeed in some cases ha.ve 
occupied land on winch they could use their free time; but the evidence on thts 
matt'tr, a.s well as m regard to the benefits whIch they could get from common 
land, IS so vague a.a to be a.lmoat WIthout statistical va.Iue. Modern eJ<penence 
of large common land in 80me pa.rts of the Continent suggests that Its chief 
benefit acorues p~tica.IIy to those who are well to do, and 00.11, supply some 
hay (or other fodder) to eke out the soanty wmter ,,-owth. 

Agam the price of EnglIsh whea.t 1& governed now by that of imported 
wheat: and therefore lot \j; genera.IIy low after a wet summer, in spite of modern 
faClbtIes f'lr ounng damaged gram; but muoh of tha.t wheal; for whICh the labourer 
ha.d then to pay the highest price after incessant rams, wa.s such as would not 
be marketed at a.II to.day. We do not know how far thIS eVIl extended, nor do 
we know how moch allowance must be made for the fact tha.t the coins in 
oommon use we ... habItually clipped a.nd sweated: the com was connted out to 
the labourer; but It wa.a generally weIghed to the wholesale seller of gram. 
Agam the BIlver, even m new COlDS, was alwa.ys bemg lessened to the detrunent 
of the workIng-man: It had been about halved in the four and a half centUrIes 
whIch followed the Norme.n. Conquest; and Henry VIII and Ins children took 
qmckly a. third of what remained. 

If the comparISon between present and earlier tImes is oa.rried further, 
a.cocunt must be taken of the pnces of mea.t and other thmgs which were cheap 
then, bot are relatively dear now: and allowa.nce must; be ma.de for manufactured 
and 0rIeIlta.l produots and for a mult,tode of services and other tbmga wlnoh 
were very dear or even maeoeaslhle m early tinIes. 
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An. c,3. attention chiefly because England had been so singularly ill 
provided with it during the Middle Ages. For then nearly 
every product that was adapted for the larger commerce came 
directly from the land, and belonged to men who had no 
inclination to use their resources for any other purpose than 
the promotion of their own pleasure, power and prestige. They 
were, however, perforce responsible for England's first capitalistic 
mdustry, that of mining; and, shortly after the monasteries had 
ceased to pioneer the intenslve capitalistic cultivation of land, 
the landed gentry began to take up their task. The shipping 
industry was far more greedy of free capital than any other tIll 
quite recent times it absorbed a good part of the little that 
was to be had in the fourteenth and fifteenth centuries. Ere 
long the great merchants became the chief financiers of England, 
in an even more marked manner than they had of other 
countries; partly perhaps because Edward I had expelled the 
Jews, just when England's commerce was beginning to lead its 
own life. 

When an able financier, whether Jew or Gentile, had once 
found a footing, his resources were likely to grow by leaps 
and bounds, so long as he and his heirs maintained their 
ability and their liking for financial pursuits; unless indeed 
their careers were cut short by violence, or powerful debtors 
repudiated some large debts. For the habitual rates of interest 
corresponded to the impatience and lack of arithmetical faculty 
of rich men and monarchs, who were not accustomed to be 
thwarted, and had no turn for accounts1, 

I It has been suggtlsted that the sudden grcwth of great fortune.!' in early 
tunes is hard to be explamed in view of the small amount of capItal employed m 
industry and trade, except on the IUpposltlOn tha.t the ordma.ry rate of profita 
in bU8mess was extravagantly hIgh. But perhaps insufficient account haa been 
taken of the frugality of early merohants and finanoiers until they had become 
wealthy; and again of the marvels (If rapid accumula.tion at a high rate of net 
profits. Suppose that merchants, father and 80n, conduoted a bUllUlCBII WIth 
suoh unbroken frugahty, abulty and good fortune &II to Det ten per cent. of 
annual profits, in excess of a.ll their personal and domestic expenses, on the 
average in eaoh of SIxty years: theu capital would then ha.ve been increa.aed three 
hundred fold. And interest on loans baa even greater marvels: because the 
hasty and sanguine borrower often accepts a loan for a short penod, say three 
months, at say five per cent. This would /lCCUTnulats at compound interest to 
three tImes Ita orlgrna~ value in aiz years if DO payment were made meanwlule; 
and would be multiplied eighty fold in twenty.four years: at five per cent. 
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The situation was a little changed by great mortality among UP. 0,3 

the nobility and higher gentry in the final btruggles of the 
Roses. The Tudors and the Stuarts filled the vacancies in 
a great measure from the ranks of rich traders: thus we read 
that trade is not "practised by the nobility of the KIngdom as 
it is in other states from the father to the son throughout 
their generations ... the son being left rich scometh the professIOn 
of his father, conceiving more honour to be a gentlemanl ." And 
again those who draw income from land are apt to "consider 
trade as no otherwise necessary in a nation than to support 
younger brothers, and are ready to thrust all public taxes upon 
trade that they may ease the land2." In all this the cultivation 
of the land gained a little; but industries and the common 
people lost milch. There was however some compensation in 
the tardy growth of powerful companies fOJ: commercial and 
industrial enterprise: for these enabled rich men, who did not 
desire to take an active part in business. to supply it with some 
of their capital and draw good returns from itS. 

The most prominent English trading company in the Middle 
Ages was not a Joint Stock Company but a R,egulaterl Company: 
that of the Merchant Adventurers. It was in their support 
that Bacon wrote to James J: "Trading in companies is most 
agreeable to the English nature, which wanteth that same 

a month, a rate at which Bome people borrow now, a debt of £1 would become 
£100 If allowed to accumulate for eight years. Few people reBect on suoh 
anthmetlCal results; but the profesSIonal lender has always known them. 

1 Mun, Trea.oure of TrajJicke pubhshed in 1664 (but wntten a good deal 
earher), p. 5 of McCulloch's ewtion. 

• Brdan1Ua Languen8, 1680, p 3 of McCnllocb's ewtlon. The observatlona 
on "the new nobility" in Sombart's Luxus und Kap.laltBmUB, pp. 10--24, 
contam much sllluIar matter m regard to England and France. 

I Professor W. R. Scott haa written the Iustory of J OInl Stock Oompanwl 
to 1720 With notable thol'Oughneaa. It may be observed that a few Jomt Stock 
compames conneoted With the water supply, the drammg of land, and 6.hmg 
appeared rather early; and a few manufacturing comparuea m Scotland were 
founded between 1660 and 1690. But 1690 may be taken as the begmnmg of 
the modern Jomt Sto.ck era for mos~ purposes. Rogers' study of The fira! 
".ne llears of Ihe BaM of England has made olear the pecuhar conwtlons of 
crewt at the end of the seventeenth century: and the wagram, in whtch Prof 
Scott (I c. voL m) BSts out the dally vanatlona in price from May to September 
1720 101' the South Sea Company, the East IndIa. Company and the BanI!; of 
England, mal!;ea a VIVId presentation. of marvellous events. 
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An. c,3. general view of a -republic which runneth in the Dutch and 
serveth them instead of a companyl." 

A Regulated company was an association of merchants, each 
of whom managed his business in his own fashion, subject to 
the general regulations of the company Bnd to his payment of 
II certain contribution to II common purse. From this purse 
were 1?aid the expenses of defence, of "factories" (i.e. fortified 
tradwg stations), ambassadors; and such other expenses as 
belonged to the trade as II whole, rather than to the business 
of any individua1. 

The Merchant Adventurers earned the gratitude of the 
country by the courage and ability with which they handled a 
great part of her trade with the Continent during several 
centuries: but, when the larger problems of trade with Asia and 
America called for bold expenditure, they were hampered by 
lack of coherence and by that tenuity of common purse, which 
were inherent in their constitution. They Buffered, as all other 
institutions did, from the drowsiness of old age, from which 
there was no alert public criticism to awaken them. Regulated 
companies thus gradually yielded place to those on Joint 
Stock: they were in fact the product of transitional circum
stances. 

The general principle of Joint Stock association, especially 
in maritime enterprise, belongs to the Ancient World; and it 
has remained without great change to the present time. But 
the early English Joint Stock Trading Companies, like the 
Regulated, required and obtained exclusive privileges, in order to 
recompense them for their great outlays: and they became the 
chief guardians of the country's trade with other continents; 
until the time was ripe for Governments so to take over the care 
for security on land and sea, that even small men and small 
companies might trade at their ease. Their discharge of this 
trust was not without reproach. But their worst faults were 
not developed till the ~ercantilist policy, of which they had 

• Quoted by Cr&lk It 1'f'01HM of the small part which trading by indlvidu&ls 
played in Enghsh oommerce even l&ter, &8 seen e g. in Roberts. Map 0/ Commerce, 
1638: but in fn.ct even we&lthy Holland instituted companies, whose common 
purse might defray the outlay needed by distant trade for defence and other 
common ends. Of oourse strong merohants may have eIercnsed indlvidu&llty &8 

members of .. Joint Stock, and still mora aI members of .. Regulated Company. 
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been chief ornaments, sank into a corrupt and inept old age; as API'. 0, 3. 

will be noted later on. 
In short, such exclusive trading was in its origin "con

structive"; since it enabled the great companies to perform 
such large work for the nation, as would in turn enable the 
nation as a whole to aclueve yet larger work. The task set 
them called for courage and prudence, for large power of 
orga.niza.tIOn, and administrative skIll. It called into actiV:Ity 
quahties that are to be found only in great nations; it 
developed them, and made the nation greate.r. 

It is true that the monopolIes caused England's commerce 
to be divided up into distinct compartments; but the partItions 
gradually disappeared: and -there was left a world trade so 
broad in its scope, so unified in its central relations, and so large 
in its volume, when judged by the standards of that age, that it 
would have made an epoch in history, even if it had not inci
dentally founded the British Empire. 

Meanwhile there were other industries, much smaller in the 
aggregate than agrlculture, and giving much less scope for large 
individual capitals than maritune trade, which were in some 
sense capitalistic even at an early stage. The miller, whether 
he used wind or water power, needed an expensive plant: his 
position helped him to mercantile transactions of considerable 
scope; and he did not always rise above the temptation to usurious 
dealings with producers of grain and consumers of flour. Refer
ence has already been made to the early sinking of capital in the 
search for minerals. But, except for copper and other valuable 
ores, mines could not be carried far down; for there existed no 
adequate appliances for pumping out the water: and,'therefore. 
though the English coal industry became important in the 
sixteenth century, it offered no special attractions to very large 
capitals. And in the seventeenth century several imported 
minor industries were set up on more or less capitalistic bases. 
But the evolution of capitalistic production is of course best 
seen in the textile ~ndustries, especially that of wool: for it was 
the basis of a great part of the movable wealth of the people1• 

1 The introduotory ohapter of Levy's Monop,Z" and Oompeldioft gtves some 
details as to alum, salt and glass. The fidUCiary element, whICh eXIsts m all 
!&rge oooperatlVe and lomt atook undertakmgs, haa been always latent in the 

23-5 
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APP, 0, 4. 4. Work done in the household for the use of the house-
hold gave way to production, mainly in cottages and small 

. workshops, of goods, the ultimate marketing of which u'as 
organized by prq/essWnaZ traders, . 

In the early Middle Ages, the food, clothing, houses and 
utensils were made almost exclusively of local materials by 
loca~_ labour. And-partly because English roads remained 
e~tionally bad till the middle of the eighteenth century,
this old rule held in'regard to a large part of the consumption 
of the rural population, long after specialized industries with 
higl?- technique had established themselves firmly in places that 
were in early touch with the greater world. According to the 
old rule "women spun and wove wool into coarse cloth, and 
hemp or nettles into linen; men tanned their own leather": 
in the winter evenings nearly every man took a hand at 
making rough tools and household utensils, with the aid of the 
village smith for iron work; while "travelling carpenters, 
smiths and tinkers visited detached farm-houses and smaller 
villages at rare intervals1," 

busmesses of monasteries, among which for this purpose the oolleges of Oxford 
and Ca.mbndge may be reekoned. 

The various ca.uses wluch ena.bled joint atoek comparuea to Honnah 10 

partioular trades and industnes, though generally only for short periods, are set 
out in Schmoller's Ge8Clllchtlu;ha Enlwu:kelung du Unlernehmem. He shows 
how the dillioulties of getting one set of people to conflde theu capitals to the 
permanent control of others. With whom they were not in contact. were evaded 
rather than overoome. For many companies were only fanuly groups; some, as 
those of the Publioans, were also held together by common profeaaional mterests. 
Others were in effect short·hved &BsoolatJona for carrymg out some task which 
involved grea.ter capltallstlo flBks than were convelllllllt, perhaps posaible, to the 
mdividual. <the permanent comparues of modeI'n times owe thm strength ID great 
pm to moral quahtles of recent growth. 

1 See R. E. Prothero, EngZ",1I FaNn8»g, p. 29, for detaus. Similar oondltions 
of hfe and work may be observed to-day m Tyrolese VIllages. Even in Bummer, . 
in the interval betweell, hay and grain harvests, the advent of • shoemaker will 
colleot all the members of a family who are not on the high "alps" to do the 
1eSB skilled work of makmg mto shoos for the fanuly the leather, that has come 
from their own cattle and been cured in the vill&ge tan.plt. 

In rural distriCts remnants of household industry were common up to the 
eighteenth century. Thus in 1727 Laurence, Duly anti OjJlu 0/ /I House 
SleWfJ'ltl, says:-'''TIa supposcd that all matenala are found, and llLid at hand 
for the workmen, (except glazier's) which is much the best way, for !l'0rkmen, 
sometimes are apt to Impose. and nsc bad materiaJa." Quoted by Rogers, 
Hufmy, VlL 620. 

Unwin, 1111luirlal organizatWlt 1ft 1M BizleenlA ontl ~ ceRlunt8, 
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.)n this stage there was • good deal o()f work for wages: An. a, 4-

but for a long whUe most of it was performed as service 
due by serfs or by semi-free labour; or by free, but inferior, 
holders of land to their superiors. The greater part of it may 
be classed as household industry, because it was rendered in the 
lwmea (or other premises) oj tke consumers of the products. It 
is thus contrasted with domestic industry in that broad sense 
of the term in which it includes all the various arrangements 
under which things were made, eIther for sale or und~fontract, 
m the homes oj tke p"oduce'Ts .• 

Domestic industry in this broad use of the term, began to 
get the upper hand of household industries, except in purely 
rural districts, about the thirteenth century: and its domina.nce 
was maintained till the \Ighteenth. In all its forms It offered 
scope for a single independent artisan; with or without assistance 
from his family: but for the grea.ter part it made use ()f hired 
labour on a small scale; and therefore should not be contrasted, 
as it has been by some writers, with the wage system. It includes 
all handicraft, whether organized in Gilds <>r not; and it may be 
regarded as consisting of three broad classes; ~ch, like nearly 
all other groups of adjacent economic classes, shade into one 
another by imperceptible degrees. 

In the first class are those industries, which worked up local 
material to meet a steady local demand for goods of customary 
quality. The producer was thus in personal contact with those 
who supplied his requirements and those who bought his 
products: and he had scaroely any ()ccasion for the services of 
capitalist traders. For his implements were inexpensive: he 
needed not to hold any great stock of materials or finished 
goods at anyone time: and, though his outlook was narrow, 
It reached to all the persons and places with whom his business 
was directly concerned. All his work was within the range of 
homely associations and habits of mind. 

The second class of domestic industries made staple products 
from familiar materials. Some of the materials had generally 
to be obtained £tom afar by aid of traders; and ·the greater 
part of the products had to be sold by aid of traders; that 

pp. 53-4. suggests that the cIa.ss of masters was largely developed in the latter 
part of the fourteenth and the earher part of the fifteenth venturies. 
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Apt>, c,.. is, by men who had larger resources and a wider connection, 
than belonged to homely prod~cers. But yet the breadth 
and steadiness of these industries enabled homely producers, 
congregated in the same neighbourhood, to make almost 
automatically a market of their own to which traders steadily 
resorted to supply the materials and other things needed, and 
purchase the thmgs ready for sale; and each producer carried 
the risks of his own share of the process of production, in the 
tru'"st that, so long as the conditions of outside markets were 
favourable, traders would do his marketing for him, under the 
influence of mutual competition, on terms advantageous to him. 
Speaking generally this trust was justified by the event: though 
the exceptions fill a large and gloomy page in economio historyl. 

The third class of domestio industries was that conducted 
by small master producers, who supplied factories or workshops 
with their plants, and were independent of external control 
in all matters of detail; but yet manufactured to the order of 
capitalist "undertakers," who bore all the risk of marketing, 
and often even supplied the material to be worked up. This 
arrangement has already been described (above, I, m, 5) as be
longing to the third stage of domestio work. 

To sum up the position:-when the material used was 
costly; and especially when the homely producer would have. 
difficulty in getting the most appropriate Borts, and perhaps be 
tempted to mix in some inferior sorts; then the merchant, 
who contracted to buy the product, generally supplied the 
material, thus carrying his financial aid a good deal further. 

1 The two following picturell make a PUdl'. The Brst i& from a Devonshire 
a.ooount of 1630 (quoted by Cunningham, l.~ u. 499)·-uThe gentleman farmer 
or husbandman sende his wool to the market, wluch i& bought either by the 
comber or the spinster, and they, the ned week bnng It tluther again in yarn, 
wluoh the weaver buya; and the market following bnngs i& thIther &glWllD cloth, 
where it i& sold either to the clotluer (who sends It to London) or to the merchant 
who (after It has passed the fuller's mill and sometimee the dyer'. vat) transports 
it." The seoond Ie a statement by Gaskell (..4.,-tua1Ul 11M MGdmury, 1836, p. 13) 
referring to the time when water power was begmnmg to be applied to 
spinDlDg :_uThe domestio manufacturers were scattered over the entire Burf_ 
of the country. Themselves cultivators, and of II1IDple habits and few wanta, 
they seldom left the&r own homesteada. The yam whioh theyspUll, and whioh 
Wlloll wanted by the weaver, ...... received or delivered, aa the caae IIllght be, by 
agents ... ho travelled fa. the wholesale hOIl88ll: or dep6ts were establiahed ia 
partloular neighbourhoods, to whioh they could a.pply at weekly perinda." 
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One step further was taken. when the plant required was APP. c. 4-

beginning to grow expensive; for then It also was supplied 
by the merchant. The cutlery and several other industries, 
which spend much labour on small products made of cheap 
metal, have always been among those in which the homely 
producer could supply his own material most easily and with 
the least risk to the merchant who bought his wares: but the 
needs of the smith for the water drIven trlpharrimer and of the 
grinder for the water driven wheel, started the plan under 
which a capitalist let out space and power in a large buildmg 
to individual artisans and other homely producers; "homely" 
because their resources and outlook were narrow, though they 
no longer worked in their own homes, and were not literally 
"domestic" workersl. And there were yet two other motives 
wh\ch sometimes induced the capitalist to collect a number of 
workers into a single large buildmg, supply them with plant 
and material, and pay them eithet by wage or on small con-
tracts. One was the advantage of keeping the whole of some 
valuable materials under his own eye, so as to secure that 
nothing was pilfered or badly handled: the other motive 
operated in the case of new industries, especially such as were 
imported from Italy or elsewhere, and needed the supervision 
of foreign skilled workers!. 

The transition from each of these phases to the next was 
seldom made at a bound: it went generally by many little 
steps; and these steps were not always on the same lines. 
Throughout all of them the productIOn was, for the greater 

1 This plan is still in work, steam power taking the place of water power: 
but pOSSIbly the cheap supply of electnclty 10 cottages &8 a source of power 
may send some of these homely producers back to their own homes: a matter 
winch will appear later on to be of 80me soclalllDportance. 

• Thus It has been observed that in Tudor tImes capitahsm W&8 espeoially 
appropnate to exotIc trades.-"The plantmg of new trades was a capitalist 
undertakmg, organized by moneyed men, who were prepared to W&lt some years 
for the full return on theU' outlay": espeCially when, as often happened then, 
they obta1Oed, gratIs or for payment, '" monopoly for a cODSlderable time. And 
a suru\ar tendency shp.wed Itself 10 a rather different form from early in the 
eighteenth century; "any trade which had been constituted under the control of 
large employers 10 its older habItat, W&l! hkely to be 1Otroduced in the same 
form: and, .. capItal W&8 &n Important faotor 10 the transfernng of a trade to 
a new area, there W&l! a tendency.for the 1Odustry, &8 transplanted, to conform 
to the ce.pltahst type" Cunrungham, I.Co pp. 78 and 618. 
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APi'. C, 4. part, .. domestic," in that broad use of the term, in which it 
implies merely that the making-as distinguished from the 
marketing-can be conveniently conducted in the house or out
buildings of a single independent worker or small master. 

As has been indicated above (I, m, 5 and 6) the term 
"domestic industries" has been used by various authorities in 
narrow technical senses, which are inconsistent with one another: 
some. for instance confining it to cases in which the small producer 
works up material belonging to traders, while others confine it 
to cases in which the material is his own: these ambiguities 
Mve suggested the use here of the term "homely producer" to 
include all those whose resources are so small and whose outlook 
is BO narrow, that they cannot obtain good direct access to 
general markets1• 

1 Prof. Bucher give$ in the H. W. del' Blaa18wt88enachaflen, B.V. Gewerbe. 
a careful analysis of five mam groups. The firsb 18 what h~ been called above 
"household mdustry" (he calls it "Hauawer~ or Ha'U8jleu,"); the second 
wage·work; the third handicraft ("Hatulwerk or Pret8werk"); and the fourth 
"financed work" (" Verlag or Hatuntulwlrie"); the fifth w factory industry. 
(Verlag w rendered by the translator of hW ltulwtnal Evolution as "oomlDlSSlon 
work": but that term seems too nartow.) 

The famous 1806 Report on the Woollen Manufacture (quoted by Ashley, 
l.c. Do pp. 252-3) classes the Yorkshire woollen system, m wluah the small 
masters bought their own wool and sold the cloth to meT<lhants, as .. Domestic." 
But Prof. Bucher and Held (whose Zwe\ BUcher ZUI' Socialen Gesclnckle 
1i:nglandB, IS81, exercised a great in!luenoe in England) class it 811 handicraft; 
and oonfine the term "domestlo" to cases in which the merchantsuppbes the wool 
to the manufaoturer. That was done in some caaea in the West of England; and 
the IS06 Report regards thW as akin to the Factory System, in contrast With the 
"Domestlo." Hence it may be concluded tha.t "Domestlo" cannot be wely 
used as a teohnical term; though it may perhaps be used to iAclude all work 
done in their own premises by small produ'16rB, who do not attempt to market 
their goods themselves. Dr Cunmngham uses It broadly (I.e. D. 497), and show8 
cause against Prof. Schmoller's proposal to exclude gild mdustry from it. 

The word "manufacturer" ongmally meant a man who makes With hIS own 
hands: but in the nmeteenth century it meant a factory owner. Ure (PlnloaopAv 
oj Manufactures, IS61, p. 1) says that "manufacture 18 Ii 'Word Whleb has come 
to signify the reverse of its intrinslO meaning ... the most perfect manufacture 111 

that whlch dlspenses entirely with manual labour." He however ignores all 
LllanuflLctures except the textlle. See also Htlid, Z.e. po 649. 



APPENDIX D 

THE ENGLISH MERCANTILISTS .AND ADAM SMITH 

1. Mercantilism differed from policies of earlier times, APP. D,l. 

not so much in general tendency, as in the ability and energy 
wit', which it was enforced and in the largeness of its scope1• 

The purpose of this Appendix is to develop suggestions made 
m the third chapter of Book I, especially at its end, to the effect 
that Mercantilist pohcy contained a few principles applicable to 
all stages of economic evolution; together with many that were 
approprIate to the stage in which it had its origin. It is here 
argued that the conduct of public affairs in England in the 
middle of the eighteenth century was bad, and that the poten
tial virtues of Governmental intervention in busmess were over
shadowed by its actual vices: but that Adam Smith's doctrine, 
carefully interpreted, supports its active intervention in many 
affairs in an age in which it has acquired the power and the will 
to govern the people wisely; and the people have acquired the 
power and the will to govern thei.!: Government with knowledge, 
discretion and restraint. 

Adam Smith is less open than many other economists to 
the charge of formulating sharp, short statements as to things 
which appeared to be fixed and primary elements, but were 
really variable compounds. And yet he is perhaps more 
responsible than anyone else for the belief, which long pre
vailed, that Mercantilism was a definite, unified body of 
doctrine; and that it worked mischief by inventing diverse 
shackles which hampered the natural freedom of trade. We 
now know that it was not a body of definite doctrines which 

, Thia Appendlll is &uoo,ated with I. m. to 
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APP. D, 1. arose suddenly, quickly overcame all minds, and after a time 
was wholly discarded: it was rather a tendency of thought and 
sentiment which had its roots in the far past; which never, even 
at the height of its power, completely dominated all minds, 
and which has not yet completely disappeared. 

And that which was characteristic of Mercantile practice, 
as dIstinguished from the practice of still earlier times, was 
almost; wholly to its credit. The narrowness and confusion of 
thought, by which it was marred, were not new: but the 
consistency, system, and energy with which it was pushed, and 
the largeness of the affairs with which it was concerned, brought 
these defects into prominence. So far as it differed from 
the corresponding practices of earlier times, it was seldom less 
liberal than they, and often more liberal. 

Trade in the precious metals has attracted more attention 
than it merits: because huml\n nature, and especially primitive 
human nature, has a deep-seated tendency to idolatry; that is 
to the cult of symbols in preference to that of the things which 
they symbolize: and money is the symbol of wealth. But 
more: the precious metals are the most durable and generally 
acceptable forms of wealth. A store of them serves as tie 
"fly-wheel" to growing wealth generally. And money promotes 
the circulation of things towards those who can turn them to 
best account, and can thus increase wealth. 

As Schmoller says:-"The limitation of the exportation 
of the currency and of the precious metals frequently occurs in 
the case of the towns as early as the thirteenth century. It 
was not because money payments or industry or trade suddenly 
played an altogether new role in the days of Cromwell and 
Colbert, that it occurred to people to guide the course of 
exportation and importation and colonial trade, and to subject 
them to governmental control. On the contrary, it was because 
just then, out of the earlier small communities great national 
communities had grown up, whose power and sigmficance rested 
on their psychological and social concert, that they began to 
imitate, not merely what Charles V had done in Spain, but 
what all towns and territories of earlier times had done, from 
Tyre and Sidon, from Athens and Carthage onward; to carry 
over what Pisa and Genoa, FIoJ;ence and Venice, and the 
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German Hanse Towns had done in their time to the bJQad APP D, a. 
basis of states and nationsl ." 

Again, "Mercantilism and bureaucracy (Oameralistik) over
rated the possibility of ordering and arranging anew «:verything 
by the State, by law and by the will of Prmces: even moralIty 
and justice appeared to the first thinkers from Hobbes to 
Frederick the Great. as products of State regulatlon. Institu
tions appeared to them to be everything, the free play of 
individuals to be but little ... It is the business of the rulers to 
prevent there being too many producers or too few, to resist 
Poly poly and Monopoly2." 

2. The discovery of the New World altered ehe form 
rather than the substance of trade palicy with regard to the 
precious metals. 

Large war-chests have been held by the great military nations 
Germany, France and Russia. Thus warlIke rulers in old times 
used to put a stock of silver or gold on the same footing with a 
stock of bowstaves at one time, and of gunpowder at another: 
for instance the importation of various luxuries into England 
was ordered to be accompanied by certain quantities sometImes 
of bullion, and sometImes of bowstaves3• And when the new 
era of terrItorial expansion came together with the influx of 
larger stores of the precious metals, deSIres which had always 
been present became active and prominent. For during the 
Middle Ages the stock of gold and silver in Europe was 
dwindling, and any nation that could maintain its stock un
impaired was gaining ground relatIvely to its neighbours: but 
afterwards, when the West was procuring larger supplies than 
the East was taking away, any natIOn whIch had 'not rapidly 
increased its stock would have lost ground relatively to others. 
There is no fundamental dIfference between the defensive policy 

1 M /If'cllftllle 8Y8tem. pp. 10,60.61. 
I Sohmoller, Grundn88 del' 1l1lgemelfteft YoZkBwlTthackajt81ehre, pp. 63 and 

85. For early regulations of mdustry in Engla.nd see Riley's Memor.als of 
London lAfe; and Schanz, EngZI6che HandilBpollllk, IV. ii. especl&lly pp. 478-
480. The old regul&tJ.oDB thIow some hght on the strategloal 8lde of the SOlence 
of modem government, but not on Ita tactical 8lde. 

• In 1397 an ounoe of gold wa.s substItuted for the two marks of silver whIch 
the law of 1339 had ordered to be brought back lor each 8&Ck of wool exported 
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Al'P. D, 2. of trying to keep the national stock of precious metals in the 
country from diminishing rapidly, before the discovery of the 
New World, and the offensive policy of trying to augment the 
stock afterwa.rds. The influx of silver from the New World 
may have'set a. score of tongues talking about the trade in the 
precious metals, where only one had been: talking before: but it 
did not narrow trade pOlicyl. 

The Mercantilists knew that, "although trea.sure is said to 
be -the sinews of war, yet this ilil so because it doth provide, 
urute and move the power of men victuals and munition, 
when and where the cause doth require. But If these things be 
wanting in due time, what then shall we do with our money2 l" 

Even Adam Smith admits that countries which have not 
many 1lne manufactured or other goods containing great value 
in small bulk, cannot well supply the sovereign with the means 
of maintaining an army abroad during a. great war: "it is in such 
countries therefore that he generally endeavours to accumulate 
a treasure as the only resource aga.inst such emergencies." As 
Sir Dudley North said (1691), Stocks of mOI!ey are no better 

1 There 'hu been & tendenoy in Engl&lld, though not apparently in Germe.ny, 
to follow Prof. Ochenkows1u (England's u.JrtBckaftbche Entunckelung, pp. 10-11) 
in draWlng a sharp contrut between the eager quest for the precioul meta.ls of 
the Meroe.ntwsts, and the "ch.t.ldhke" and "naive" contentment of their pre
decessors. In the Mlddle Ages, he se.ys, "the end dtrectly sought was the 
complete 'development of Bound hume.n faeulties, which should be the b&8l8 
of the econonuc well-being of the indiVldual and at the same tune tbe support 
pf social order" (pp. 248-9; compare 110180 pp. 256-261). No doubt much 
authonty ce.n be found for this in the phre.ses of ce.nonioal writers, of royal 
ordmancea. e.nd of gLld st&tutes. But it lB to men'. conduot. and not to thea 
phre.ses on set occuions, that we must look for a true knowledge of their habits 
of thought: thlB holds e.a to all phe.aes of hie, e.nd to none more than to the 
medJ.e.evaL 

B MUll, Treasure by Fore'gn Trade, ch. xvm. Brlla:nn.a; LangueM, 11:180, 
maintamed that wh.t.le "anCiently the event of we.r" turned on "personal 
strength and roughness," ware had come to be "me.naged by muc4 Tretuurc 
anti l.ttle F>g4ung, e.nd therefore with bttle he.1ard to the richer ne.tion": 
and Defoe a httle later S&d, '''tis the longest purse the.t conqullrs now, not. the 
longest sword." The doctrmes "money ia the sme", of war," and "he who 
haa 1l'On 0&11 take goId," have supplemented one another Illnce early times. 
Me.ooluavelli in the ltahe.n turmoll of iron e.nd gold (e.nd s.t.lver) at the beginuinl 
of the IIlXteenth century, maintamed the.t gold wLlI not always boy good soldiers. 
but that good soldIers Wlll a1we.1. conquer gold: but, &1\ his fnend Guicclardmi 
says, tlus is pre.ctica.lly false. though true theoretically. In fact it ia tlIISJer 
to buy 10idIers Wlth money, the.n to get money by BOldlel'lL See Ehrenberg, 
ZssbJller del Fuggel. L p. 7. 
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than stocks of logs, only that "Money is much better for trans: 4PP. D, * 
portationl.'1 

The Mercantile policy of maintaining a favourable balance 
of tFade in the precious metals was from the first more libe~al 
than that "balance of bargain" system wluch some meddlesome 
rulers had previously tried to enforce; for that or&..med that 
each single venture of each single merchant should bring back 
at least as much gold and silver as he took outll• The later 
and specially English developments of Mercantilism rose above 
the notion that the trade with anyone foreign country was to be 
condemned on the ground that that trade showed on the balance 
an export of the precious metals: bullion sent to India, as Mun 
argues, brought back to England goods which could be sold 
on the Continent ,at such high prices, that even a small part of 
them could bring back more bullion than was sent out for the 
whole of them. 

When a Mercantilist policy prohibited, or taxed, or otherwise 
narrowed the purchasing of certain classes of things from 
foreigners, it might have claimed to resemble the shutter 
which is drawn partly across a fire, with the effect of lessening 
for the time its total supply of air; but wluch by concentrating 
the remainder on some burning coals hurries their dull red heat 
into a white glow, which spreads through the furnace and 
ultimately evokes a greater heat and a larger feed of air than 
if there had been no restriction. Mercantile writers often seem 
to go close to this modern doctrme, but yet they miss it3• 

1 Wealth oJ Nations, IV,I. e.nd p 17 of MoCuUoch's edltlOn of North'. Essay. 
Hume, whose opinions on money \Vere very enhghtened. argued to the same 
eflect. And the AmerIcan colonISts JustIfied their adoption of paper e.nd other 
f&11oy ourrenCles in the 8111hteenth century. on the ground that haVIng but few 
portable commodJtles that were In much demand abroad, and bemg compelled 
to buy even their ruder m&11ufaotures from England, they were In oonstant 
danger of being denuded of their gold e.nd Bllver com. 

.. DescrIbed WIth fine humour by RIChard Jones, whose great servICes to 
English eoonomlcs have been lnSuffiClently recogmzed. 

• Thus Halea' Discourse of the Commanwedtll, 1549, argues that forelgo paper 
ehould be tazed np to a prIoe which would enable It to be made In England; 
because "they do not best proVIde for his grace's profit that procure only a 
present commodIty. but rather that oommodJty that may long endure WIthout 
the gnef of his lubJects." But his explo.natlOn is dJaappomtmg He cloes not 
state or imply that the oountry has latent natural advantages for the Industry. 
which would enable 1t to thrIve UIlalded If onoe it could outgrow its Infant 
dJllioultle8; for indeed the industry had a!l'eady had a trial. HIlI reasolll is that 
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Mun's intelligence was no doubt sharpened by his zeal for 
the interests of the East Inma trade. And later on the 
intelligence of Tory writers was sharpened in the same way. 
For France sold much to us, and bought lIttle from US; and 
France supported the Stuarts and opposed the Dutch. So at 
the end of the seventeenth and beginning of the eighteenth 
centuries the Tories were inclined to make lIttle of our adverse 
bal!1!!ce with any particular country; while the Whigs wrote 
with nearly equal ability, but less insight, on the other side. 
They ignored Mun's doctrine; and argued:-"We purchase 
great part of our linen from Hamburg, Germany, and Holland, 
for wluch we pay them in manufactures: the rest we make 
ourselves; and if the value of £600,000 in linen should be 
imported from France, must not so many of our people be 
deprived of their employment 1 !" They took no account of the 
fact that French goods could be paid for indirectly by means of 
England's exports to other countries. 

Political bias then, as always, had a great power of enabling 
people to see just those parts of economic truth which fitted in 
with their policy, and to remain honestly blind to those which 
did not. But yet the economic wrestling of the politicians 
of the eighteenth century did good service. They overhauled 
trade statistics, searched out their inaccuracies and misleading 
suggestions; and, as the eighteenth century passed on, their 
successors continued the work and laid the foundation on which 
inductive studies of the course of internatIOnal trade have been 
built Upl. 

"It were better for us to pay more to our own people for those wares, than less 
to strangers: for how httle gam so·ever goes over, It 18 to us clear. But how 
much so·ever the galDs be that go from one of ue to another, It is all saved 
WIthm the Realm" (II. 38,38 II). Thos gold and stiver are regarded as the 
nltimate gains of work. 

1 The 111"11'81& Merchant (vol. L p. 304 of second edltion).-a celebrated 
collection of papers edited by Charles King, and collected and publIShed 10 1721. 
The general Maxl1Ds of Trade, With which the collectIOn opens, are good IIllltancCB 
of a sophlStloal use of half truths, whloh 18 not infrequent even now. For 
lDstanoe: "The exportation of manufactures is 111 the hIghest degree beneficial 
to a nation." And .. the importation of .uoh goods as hinder the consumption 
of our own ... neoessartly tends to the ruin of mnltltudes of people." 

a A brilllant and entertaming aketeh of "Tory Free Trade 1673--1713" 18 

given in Ashley'. Surveys. Compare alao Cunnmgham'. Growl" oJ Engl18la 
lrwlustry ~rwl Oommerce, voL n. § 220. Davenll.llt SIVD the impre8810u of bavwg 
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3. The decline of the monopolist trading companies. The APP. D, S •• 

misuse of industrial monopolies. 
The expenses of trade with distant Continents were too 

heavy for the small common purses of Regulated Tradmg 
Companies: and trade With England's neighbours gradually 
ceased to need any special organization for defence. Therefore 
in the seventeenth and eIghteenth centuries, the chief con
troversies in regard to monopolies related to those of the great 
Joint Stock Trading Companies. Fortrey (1673) says of them: 
"The whole commodity being in their hands, they will make the 
most that can be made of it, nolle having the like commodities 
to undersell them. And the like advantage they have again in 
what they buy; whereby in truth our own commoruties are sold 
the dearer to strangers, and foreign commodities bought much 
the cheaper: when both would happen contrary in a free trade, 
where each will undersell the other to vent most, and also 
purchase at any rates to prevent the risk." They had a strong 
organization, unity of purpose, a rich purse and a long life; anq 
they could aflord to invest much capital and effort in building up 
a political and commercial fabric, which would give good return at 
a distant date. Fortrey says that it is urged that such companies 
"keeping the trade to themselves only, will have what com
modities are to be vented abroad at their own price, whereby the 
workmen are many times discouraged and sometimes undone. 
And on the contrary what commodities are brought home in 
exchange they sell at what unreasonable rates they please, the 
whole commodity remaining in their hands; whereby the people 
in general are very much damnified, and the companies only 
enriched." And yet though it is "something drlficult to deter
mine," he concludes that "the prejudice that may happen by 
them to the workmen or home chapmen ... is fully recompensed 
by the clear profit they return to the public of which they are 
members as well as others":-a characterIstICally hazardous 
conclusion from arguments which appear to be fair representa
tives of his timel. 
ha.lf perceIved certa.m truths a.t one tIlDe; a.nd, a.t a.nother, of ha.ving fa.llen ba.ck 
mto old errors. &s mdeed Ada.m SlDlth htmself md. 

I England'8 Intef'e8' anl Improvement, pp. 34-li of MoCulloch's emtion. 
It is notAble tha.t the Meroha.nt Adventurers though only a. Regula.ted Compa.ny 
were a.couaed of ".tlnting" the trAde in cloth; a.nd denied tha.t they would or 



726 ENGLISH MERCANTILISTS AND ADAM SMITH 

• APP. D, S. The companies adopted elaborate checks and counter checks, 
the expense and the delay of which caused their trade to be not 
very profitable to themselves, even when they were stinting at 
both ends: that is when they were both offering to the home 
producer a poor vent for his goods, and making foreign goods 
artificially scarce to the nation. They were compelled to go 
much by rule, and rules framed at a distance were often in
appropriate to a sudden emergency or changed conditions: 
tlieTr instructions were prevented from doing frequent harm only 
by the continually recurring clause that the agents must aiter 
all use their own discretion. In spite of their being often well 
supplied with capital, they had not those resources derived from 
division of labour, and that aid of subsidiary industries which a 
free commerce finds in a large centre of trade. 

Again thete were complaints that the agents looked after their 
private interests; and as years went on, the Dutch and English 
East India Companies suffered much from the private tradmg 
of their own agents. At first the English Company had often 
made very high profits: its voyages in 1607 yielded profits of 
234 per cent. But towards the end of its career, when Buffering 
much from the vigorous competition of free traders and the 
faults of its own servants, it only gained £850,000 yearly from 
its .trade in tea; though it charged the English people 
£1,500,000 more for the tea than they would have paid for it 
in Hamburg or New York if allowed to purchase it thereto 

obuJd do so. But their Seoretary Wheeler in 1601, oan give DO better evidence 
of this than the special pleading tha.t .. any matter of aettmg pnce waa never OIlce 

mentioned in a.ny Court of Assembly of the BSid COmpany .... Every one stumea to 
keep his fea.t (Me) a.nd tra.de 88 secret to hunself 88 he can, for fear of his fellow, \est 
bemg oopied it might be ta.ken from hun." Macpherson, A nnalB, D. pp. '99-502. 

1 The jir81 lette:r book of Ike East 1nd,a Oomp""I/. 1600-1619. emted by 
SI1' George Bmiwood. 18 full of prohibItIons agamst private tradIng by its factors, 
whioh were often defied. COmpla.int 18 made (p. 317) that" The pnvate trade of 
our factors has been carefully earned for their own lucre Wlth tha great neglect 
of oura, converting all the nch and precioua thing. to their own use, and 
nothmg for the Compa.ny but pepper and gross commomtiea." 

The Company took no meu VIew of the probable profits of the trade It 
bargained in 1610 to fit out and fina.nce a ship for tha use of two Dutoh 
merchan ts Wlth the proVl8O. that if the net profits pOl' ccnt. are under a hundred, 
they shall receIve no .. factorage": bu.t they are to have 81X per aent. If the net 
profit is two hundred per carlt.: nsmg gra.duruly till "if four hundred be ma.de 
net profit upon the hundred, &8 £60,000 for £12,000. thea they are to have 
10 per oent." (ill. pp. 365-6). 
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The histories of some privileged companies might be APP. D, 3. 

written-"Charter, prosperous trade, keen competItion, en
croachments, decline, debt, dllficulties, disappearance!." But 
there were exceptions. Thus the Hudson's Bay Company was 
governed by a succession of able men, few in number, resolute 
and moderate, who looked far ahead, undertook expenses that 
were beyond the reach of "the particular," and fell not very far 
short ~f the ideal which had been pictured by their advocates. 
And there long remained much to be said for a strong company 
that could hold its own in war and dIplomacy with the highly 
developed States of Asia: and there was much force in the 
plea, that while the trade to the West Indies eould take care 
of itself, the trade to the "East Indies" (that is to the Pacmc 
generally) was not ready to stand alone even at the beginning 
of the nineteenth century2. 

Adam Smlth held that the resources at the command of the 
public for controlImg the directors of Joint Stock companies, at 
the time at which he wrote (1775), gave no good reason for 
thinking that the directors would exert themselves sufficiently 
to succeed (without an exclusive privilege) in businesses, other 
than those "of which all the operations could be reduced to 
such a uniformity of method as admits of httle or no varIatIOn." 
He had an advantage oves: the present generatIOn in his personal 

1 Cawston and Keane, Tke early chartered campanie8, p. 85. 
a Macpherson's H.storyoJ European Commerce, 1812 (pp. 315-410), contams 

a detaIled and forCIble answer to Adam SDllth's attacks on the East India 
Company. The Company lost its monopoly of trade to India m 1813: but It 
retamed tha.t to Chma. tIll 1833; when it cea.sed to trade a.ltogether. It 
ilischa.rged purely pohtIca.l functIons till 1858; a.nd then It cea.sed to e"18t, after 
the fuI.\ strength of the natIon had been needed to grapple with the mfficuItIes 
that had grown np under lts management-VIgorous and upl'lght &8 tha.t had 
unquestIonably been. 

The Dutch East Inma. Company was much better managed than the Dutcll 
West India Company. The Dutch Greenland tra.de increased fifteen fold on 
bemg released from the domlDlon of an exclUSIve company, to the grea.t delIght of 
De la Court, the reoJ. author of the book commonly known as De WIWS Pot.tocal 
Ma:nms. 

Powerful attacks on mOllopohes a.re made in (Decker'sf) Tke Ca'lUleB oj Ike 
decluw oj !ore'(/1J trade, 1744, and in Tucker's Traa on trade, 1750. Much 18 

MId m Leeky'. History oj Engla1ld In 1M Eoghtuntl Century, of the share 
whIch the East India Company had m the dtrect corrnptlon of polIties; and of the 
mjUl'loua m1Iuenee exerted on the tone of lIOClety by the crude extra.vagance of 
East and West Inm&D Nabobs. 
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API'. D, 8. knowledge of the class of men who were directors in his time, 
and the way in which they did their work. He was therefore 
on strong ground when he suggested that a director, whose 
holding in the stock of a company was but a small part of 
the whole, might be inclined to pretermit a task that would 
increase his work, and add perhaps £1000 to the income of 
the company; but that he might probably have risen to the 
oQ~sion, if his holding had been so large a part of th~ whole 
that a very considerable share of the £1000 would have accrued 
to himself. And it is to be remembered that the tone of 
morality, to say nothing of public spirit, was very low in 
England at the time; perhaps lower than even in the time 
of Charles Ill. 

It has long been known that some of the evidence on 
which Adam Smith relied against the companies was biassed. 
Professor Scott has developed this objection; and shown in
structively that the companies sought for the greater part 
undertakings, which at the time were new in kind, and needed 
resource. This was of course partly because undertakings, which 
required larger capitals than were easily to be got under a single 
hand, had to walt for the joint stock movement to become 
strong before they could be begun. And further Joint Stock 
companieli, though often fraudulent from the beginning, are 
seldom started by men lacking in initiative. The intrusion of 
routine into businesses, for which routine is inappropriate, comes 
at a late stage: and it is doubtful whether there was in Adam 

1 This seema to be Adam Snuth's meanmg. But Prof. Scott. I.e. I. 452. 
holda tha.t he makes the mista.ke of "regardmg the aggregate holdutg of the 
mana.gement in rela.tion to the tota.! capita.! of the company a.a the ~ea.aure of 
efficiency." (This point ha.a been noted above. p. 313 fn.) Prof. Scott ha.a 
made important contnbutlonB to our knowledge by a.ccounta of ma.ny Joint 
Stock companies whioh Bucceeded. a.lthough engaged in new and hazardous 
enterpnaes. In 8.IlClent a.a well a.a recent times it ha.a been gener&l1y recognized 
that a chief function of jomt stock 888oclatiOll wa.a to wvide naks, of wluch few 
or no indJviduals have been able and willmg to bear the whole. But many of 
the more fr&1l lomt stock underla.kmga of that time were not regultered: and, 
if they failed, their memory seldom surVIved their decea.ae very long. The strong 
comp8olll8S. who survived, are at the aervice of the lustonan of our own time; 
wlule the others are not: &lid It seemB probable that the misadventures of 
companies 'lVluch were known to Adam Smith. and other respoUBible wnters in 
the eIghteenth century. justIfied hie conciumonB in great meaaure. The &Cope of 
his work prevented him from making explioit use of more than • very 8l1:1&U 
fra.ction of the fa.cta by whioh his opinionll had heeD fa.ahloned. 
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Smith's time a single very old company in existence which had APP. », 3. 

escaped such 'an intrusion. 
There is moreover great force in Prof. Scott's argument that 

the companies gained by associating men of difIerent ,aptitudes 
in a common enterprise, and combining "the specific and 
detailed knowledge of the trader with the broad outlook of the 
man of affairs." And of course they enabled much capital, that 
wothd otherwise have lam idle, to bring forth good frtut; 
though in this matter there is a danger, which cannot be 
examined here, of a confusion between leaving money idle and 
leaving capital idle. The two things are closely akin from the 
point of view of the indivldual, but not from that of the whole 
community. 

The whole position seems to be well put in the Considerations 
on the East India Trade, published in 1701, when the South 
Sea Bubble was not yet in sight. It says. that "in the time 
of Sir Thomas Gresham, wonderful things are storeyed ... For 
every hundred pounds at the end of the year, besides principal 
returned again, two or three hundred pounds are said to have 
been divided between the customs of the King and the mer
chants gain." The writer adds that in his time the stock in 
trade (largely in the hands of companies) was a hundred fold as 
great as theni and, though the rate of profits was but a tenth 
as great, the aggregate contribution to wealth was ten times 
as great as then. 

Though the monopolies granted to the great trading com
panies were originally part of a constructive, rather than a 
restrictive policYi yet no similar defence can be maintained on 
behalf of the great majority of industrial monopolies. A very 
few of them were granted on the plan of modem patents, to en
courage and reward those who had devoted trouble and expense 
to victory over some difficulty in manufacture; and they were 
constructive in tendency. But such invention was of the rarest 
occurrence in England during the time when monopolies were 
granted most freely: in fact most of them were given to favourites, 
or sold for sums not comparable in value to the injury inflicted 
on the people1• 

1 All Hume shOWI (HI8Wry 0/ England, ah. XLIV and AppendIX to itl 



'130 ENGLISH MERCANTILISTS AND ADAM SMITH 

APP. J), a. Restrictive regulations, which have an indirect constructive 
result in promotmg national power and dignity; are rightly 
judged with exceptional favour. But this fine feeling is not 
without its perils; for it is apt to be turned to account by 
persons who stand to gain by the restrictions. Such persons 
are most dangerous when they are honestly convinced, as they 
often are, that they are striving for the public good as well as 
·th!l!(own. Among the monopolies which did most to maintain 
sectional jealousies and to delay the growth of national unity 
were those granted to particular towns to enable them to put 
down inconvenient rivalsl , 

The Navigation Laws, though of most doubtful wisdom when 
regarded from the point of view of peace, had strong claims in 
view of the need for maritime defence. The exclusive or pre
ferential privIleges, which they gave to all Engllsh ships, could 
be defended on sunilar grounds to those that were granted to a 
particular company on condition that it provided for its own 
protection. The most famous of them were directed by Envand 
against the Dutch in the middle of the seventeenth century. 

As is well known, Adam Smith held that they had con
tributed to national defence at no very great cost; and had 
been therefore wise, though "not favourable to commerce, or to 
that opulence- whlch can arise from it." There is no sufficient 
evidence that the increase of England's naval power, which 
came about the same time, was largely due to them. But it. 

Elizabeth WIIoI\ one of the most wantonly mischievous traders in Monopolies. 
It is cha.ractenstic of her that when Lee brought to her notice an epoch·making 
invention for knItting stoclungs by a machme-almost the only invenbon 
of any considerable gemua and pra.ctlcal force which is known to have been 
made by an EnglIShman before the elghteenth century-she SlI.ld, "I hays 
too much regard for my poor people who obtain their bread by knittmg." 80 he 
took his inventioD to Fra.Dce. The practical problem to be solved Willi not easy: 
but Ehzabeth's solution was clearly a wrong one. See also Levy, Econom.'e 
L,berali8m, ah. m. It is shown by W. H. Pnce, E1l91181l Palenla oj Monopoly, 
tha.t, though the few patents which were given to reaI IDventioDl!, were generally 
granted With honest purpose, they did not yield the same good results all such 
patents do DOW. 

1 As e.g. to Bridport for rope making, to Worcestershire towns for woollen 
cloths, to York for coverlets, etc.. ID 80me CIIoI\IlB plaUSible reasons were 8ug
gested: and indeed the Tudors were mlUlters of the fine'art 01 writmg 
preambles. 
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is to be remembered that merchant ships were still convertible APP D, 4-

into ships of war, and merchant crews into fighting crews, at 
a moment's notice; and that Englishmen endorsed BacQn's 
dIctum:-"The dominion of the sea is an epitome of mon-
archy, .. The treasures of both Indies seem but an-acceB8ory to 
the dominion of the seas1." 

4. England's colonial poliC1.1 in the eighteenth century. 
Though the opening up of the mines or the New World 

dId not alter the keynote of trade policy as regards the precious 
metals, it undoubtedly made that policy more prominent. Many 
bold spirits crossed the ocean for the love of adventure: but 
there was no touch of that desire for more elbow room, and 
lor the escape of a growing population from the pressure of 
the law of Diminishing Return, which prompted the cities of 
ancient Greece to Bend out colonies, and which has grown up 
recently in Western Europe. 

On the coJ!.trary, the most ardent advocates of colonial 
expansion acrOB8 the oceans were foremost in their eulogies of 
the force that Holland and the City StateB had derived from 
their compactness, and made light of those which Spain and 
France derived from their large lands. They Bet themselves 
to prove that the colonies either, as.in the case of Virginia and 
Barbados, attracted "loose vagrant people, ... Buch as could 
never have lived at home to do service to their country"; or as 
in the case of New England were mainly a refuge for "the Bort 
of people called Puritans," of whom many, "wearied with church 
censures and persecutions," sought a rflfuge in Germany and 

I Adt'IJncemem 0/ Learnt1/{} (1605), vm. Evelyn takes as the motto of 
N"n,galt0f&8 and Commf3ct, 1674, a doctnne, supposed by CIcero to have been 
learnt by Pompey frQm Thenustoeles: Qu. mars IeneaI, omm ReCe88S e81 rentm 
pot ..... 

Full accounts of early Enghsh N'avIgabon Laws are given by Macpherson, 
~d Cralk. See aIsc Schnnz, E1IQlmks Handel&pol,,.,., XI. ii; and an arbele 
on .. Schlffart" by Lex18 m Conrad' B H andwOrterbuch. 

During a part of the eIghteenth century the elllof benefit of the laws went 
to New England shIpbuilders; and helped to build up a naval power winch 
was for a bme stroAgor in proportJon to its Blze than any other. Chlld' B partaal 
antiCIpatIOn of Lu!t"a notIOn, that naVlgabon laws, whICh would be useless to 
the Dutch, were neeeasary for England, 18 mamtamed boldly m SpIte of some 
awkward facts (DlswursB m. Trade, 1688, 00. IV). A vehement attack on thep! 
18 made in Soobon IV of BnIaJl"'" Langue:tl8, 1680. 
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.lPP D,4. Holland; and, "had there not been a New England found for 
some of them, Germany and Holland had probably received the 
rest: but Old England, to be sure, bad lost them all1." 

The Mercantilists were not the first to claim the right of 
Sole, or Exclusive Markets for the mother country in the trade 
of her colonies. For the right is an old one, inherited by the 
mediaeval from the ancient world: the Romans, for instance, 
coul<!. flot as a rule purchase products of the colonies of Carthage, 
except through Carthage. But while Englishmen at home were 
becoming ever more impatient of the shackles imposed on their 
trade by the selfishness and inertness of privileged companies, 
the monopoly of the colonial trade by the mother country was 
exciting at least as much discontent among Englishmen beyond 
the seas. They were beginning to put forward the claim either 
to remain as part of the nation in all senses and share in its 
rule, or to be allowed full economic independence. 

The rule of the Sole Market was not applied quite 
rigidly. Certain exceptions were made as to the markets in 
which the colonists might buy and seU; but on the other hand 
numerous rules were made, prohibiting them from making 
things or carrying things for themselves, which the mother 
country preferred to make for them or to carry in her own ships. 
The story of these various devices is not without interest. For 
almost every one of them some plausible excuse could be made; 
and in partial recompense for almost every hardship inflicted 
on the colony, there was sOme sort of set-off in the shape of 
a special privilege granted to the colony in its trade with the 
mother country. Of course the threads of naval and commercial 
polioy were intertwined; and one reason for favouring trade with 
a country's own colonies was that the sailors engaged in it were 
likely to retain a strong spirit of patriotism, and could be enlisted 
in the Navy at need. 

1 Child, D&8COVr,e oJTrade, cha.pterlt. pp. 137-8 of 1751 echtion. Adam Smith 
did not fall into the error, which beca.me promment m the nineteenth century, 
of supposing tha.t mere increa.se of teZOl'ltory must needs be an economic ga.m. 
But hut mIstake 1D supposing that the thirst for gold and silver waa the 
almost exclusive motive for exploring the New World was 8peClally inexcusahle 
as regards England; as is shown by Roscher (Guellichee dtr Engllachen Yolka. 
wirtschaJtalehre, oh. u) OD the authority of H&kIuyt's Coll«tivII 0/ Yoyagu:
a 8olleotioD 80 full of marvellous geographical dlBCoveriee that this planet cannot 
afford materIal for anothet hke It. 
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England was on the whole more generous to her colonies An D,4-

than was any other country. They did indeed complain justly 
that "negro slaves were the only considerable object of foreign 
commerce, which England does not compel to be first landed on 
her shores" before it may be lnlported into the colonies: and 
that rigorous rules were. made WIth the avowed purpose of 
crushing in the bud colonial industries which, had they once 
got a fair start, might have entered into effective rivalry with 
the English. But it was open to England to threaten that if 
the colonists were unreasonable "the Government would be 
forced, contrary to their practice, to do what other nations do of 
choice j viz. place standing forces among them to keep them in 
order and·obhge them to raise money to pay theml ." 

It is true that England could boast to her colonists that the 
money proposed to be raised for them by taxation was to be 
spent not for English purposes, but exclusively for the pro
tection and defence of the coloniesll• And yet it is also true 
that Englishmen at home were to have the monopoly of those 
manufacturing industries without which no modern country 
can be in the first rank of civilization; and which Mercantlle 
exaggeration treated as the essential conditions of political 
power and of intellectual progress. This selfishness, perhaps, 
did more to lower the moral character of Enghshmen than 
to retard the higher development of the colonies: for the 
colonists found unexpected ways of using their minds. But 
in England's treatment of Ireland it was carried to its logical 
extreme and "sapped the industrial instincts of the peopleS." 

I Gee, Trade and Navigahrm, ed. of 1760, p. 78 (first ed. 1730). He is 
willing to "eneourl>ge them lJl the raising of Sllk. hemp. ftax, iron" (we were 
then largely dependent on foreIgn suppbes of iron on account of the lack of 
charcoal to amelt It). "potash eto, by giVlJlg them competent bountIes in the 
begmnmg, and sendmg over jUru.OlOlH and slnlful persons at the pubho charge 
to asSIst and Instruct them in the most proper methods of management"; and 
he 18 opposed to "the heat tha.t some people have .hown (wIthout reason) for 
destroymg the iron works lJl the Plantat10DB and pullIng down all theIr forges, 
taking away in a violent Olanner their estates and propertIes, preventlng the 
husbandmen from getting theIr ploughsharea, oarts, and other utensils mended": 
and so on. He would allow them to have thoU' own hemp, fiu. eto. worked up 
by heemed weaver. lor thell' own use. But If they want any of 1t worked up 
for sale, even to their neIghbour •• that must be done a.t home; and 8llJlilarly 
88 to L"On. Of course all suoh pohey presaed more heaVlly on the Northern 
oolorne •• than on those whioh could.r&l8e sugar. tobacoo, etc. 

• Leoky. England In IAe E.ghteenth Oemury. eel. I. voL m. pp. 313. 323-
• Thl8 is the keynote of Sir H. Plunkett' •• trIking Ireland in tM Nate 
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Al'P. D,4. Adam Smith's criticism of the Mercantilist Colonial System 
of the various countries of Western Europe and his picture of 
the general relations between the Old World and the New are 
of fascinating interest even now: though perhaps his lights are 
a little too hlgh and his shadows a httle too deep. In par
ticular he was certainly wrong, 8S Ricardo pointed out in his 
masterly chapter on the Colonial Trade, in. supposing that the 
mother country could get no benefit by compelling a colony to 
deaCexclusively with her. It is important to bear in mind that 
the Colonial system was abolished before Ricardo's exposure of 
his error was generally accepted. It was abolillhed not because 
it could not conceivably confer any gain on the mother country, 
but because it did not. 

England's difficulties with her colonies came to a sudden 
head partly because, though she was hberal, they were specially 
inclined to . resent interference; and partly for the paradoxical 
reason that she was becoming able to hold her own on the seas 
against all comers. Walpole, with masterly inactivity, had shut 
his eyes to the enterprise of smugglers; and thus prevented the 
monopolies from irritating the American Colonies. But the 
defeat of the French removed from the colonies all fear of being 
left to defend themsl'lves against a powerful enemy: the narrow 
quasi-Mercantile love of authority induced a pedantic King and 
hIS ministers to override the wise tolerance of Chatham; and 
the bond of union was quickly snapped. 

The successful rebellion of American Colonists, and the 
great increase in the tradtl between England and America which 
came after the change of flag, brought home to the minds of the 
mass of the people the force of much that Adam Smith had 
spoken to deaf ears a short time before. But they had not 
realize.d. then, and perhaps men do not realize even yet, the 
grandeur and the moral strength of Adam SmIth's large Im
perialism, when he proposed that England's chief Colony should 
become the kernel of a great empire, in which she herself should 

Oentury. He contInues, p. 13: "When the legislative restncttons upon industry 
had been removed, the Imh, not bemg tramed m mdust.n&l habits, went unable 
to adapt themselves to the altered (londttIons produced by 'the Induatnal Re
volutlOn .. aa dtd the people in England. And &8 for commerce, the restriotIons 
wluch had &8 httle mor&l. eanctlon 118 the pen&l. laws, and wluoh inveated 
am.ugglmg with a h&l.o of patnobsm, .h~ prevented the development of 
IlDmmerclal mora.hty. without which there _ be DO oommercla.lsu_" 
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playa leadmg, but not a dominating part. So the Mercantile A1'''. D. 4. 

element was gradually extruded from the relations between 
England and her colonies!. 

But there was nothing to take its place: perhaps there was 
no room for a consistent pohcy. The chaos which followed may 
even have possibly been the best thing under the circumstances. 
For the econonuc and pohtical conrutlOns of the colonies, and 
the means of communlcatlOn between them and the mother 
country changed so rapidly, that! any complete system adapted 
to one generation might have caused frictIOn in the next. And 
indeed the problems of colonial policy in the seventeenth and 
eighteenth centuries, had but little real resemblance to those 
of the twentieth. Interferences with liberty of trade, which 
once were thought reasonable, would not now be tolerated by any 
"Dominion"; though they might be endured by such a settle.. 
ment as that of Algeria, in which the hulk of the inhabitants 
are not of white race. Dominions take the position of younger 
sisters, rather than that of daughters. Further, by aid of the 
telegraph, many things can now be talked out, which could not 
bea~ the delays of a postal return service lasting several months; 
and which were then most advantageously treated by the almost 
autocratic ruling of a kindly mother country. 

Again, the only markets for loans at that time were local or 
at best national. The international loan market belongs to 
a later stage, and is indeed largely the product of the electric 
telegraph and international civil law. The people of the mother 

1 Dea.n Tuoker. in 1774. boldly proposed to give the colOnISts freedom. and to 
"guarantee it agamst aU foreigu mvaders whatever": and two of his arguments 
for that course, coming as they do from a mmd of the finest quahty. show how 
very recent 18 the growth of our present sentlmenta of economlC natlOnlility. It 
is urged, he says, .. that If we separate from the oolonIes we shallioae thmr trade. 
But wby SO, The oolonies we know by expenence will trade Wlth any people, 
even WIth thetr bitterest enennes. during the hotteet of a war, and a war under· 
taken at thetr own earnest request and for thetr own sa.kes." (Fo .... tra<:/., pp. 
195-6.) He 18 proud of that "bold, free Constttutlon, whioh 18 the prerogatIve 
and boast of US all" that set them for mdependence "the.moment m whIch 
Canada came into tfie p08BeSSlon of the> EnglISh. and ... they had nothmg to fea.r 
from a foreign enemy" (pp 153-4). But busUlesB is busmeSB. He would hke 
to regulate them out of oppOrtUrutles for developUlg rlvai industrtes; the law, 
makwg lt "a caPItal olIenee to mvelgle artl8&DB and mecharucs to leave the 
kmgdom •••• is unhappIly superseded so far as the eolonIes are concerned: and 
a dISjunctIon from the northern oolomes would effeotually- put a stop to ow 
present emigrations" (p. 206). • 
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&PP. D, 5. country were always ready to send out capital to their own 
branch houses in the colony; or to lend it direct to colonists with 
whose personal character they were acquainted. For in case of 
default they could appeal to courts where their own law was 
administered under the ultimate control of their own courts of 
appeal: but very few people would take' the risk of lendIng to 
a colony of any other country than their own. An agreement 
for almost exclusive trade in goods with the mother country 
miglit therefore cause the colony a little direct loss; and yet be 
on the whole to her interest, because it multiplied and strength
ened the threads by which she held on to the capital market of 
the mother country. And even now the exceptional ease with 
which loans of all kinds can be raised in the mother country 
is an important asset to a young colony. 

o. Some broad conclusions as to English Mercantile 
legislation and administration. 

There is no general economic principle which supports the 
notion that industry will necessarily flourish best, or that life 
will be the happiest and healthiest, when each man is all<?wed 
to manage his own concerns as he thinks best. No considerable 
thinker has ever denied that if the rulers of a people are 
immeasurably superior to their subjects in knowledge and 
insight, there are many directions in which the people may be 
forced against their will for their good: and such conditions 
undoubtedly did exist under the Norman and Angevin Kings. 
But the gap in intelligence -and resource between rulers and 
the great body of the ruled had been narrowed by habits of 
independent action that had been evoked when money pay
ments took the place of services, more or less regulated. by 
custom, in regard to all ,varietieS of tenure: and again by the 
fauure of the regulations by craft gild and town authority to 
accommodate themselves to the changing methods of industry: 
and again by the partial movement of in~ustries into the 
country: and again by the partial re-aggregation of industries 
in large villages or towns, not always of ancient date: as 
well as by the Lollard movement, and other precursors of the 
Reformation. 

Mercantilist statesmen might~ave been expected. to see 
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that the change in the structure of industry, which was already .&PP. D. 5. 

established, must inevitably go further: they might have made 
provision for further growth, and devoted careful thought to 
guiding it. But as a rule they seem to have adopted the 
more easy course of crude prolubitions and restraints. They 
prohibited changes of occupation, especially by agricultural 
labourers; and again the ownership of more than two looms 
by anyone in a rural chstrict, and again the intervention of 
a middleman for the sale of goods which the resistless march 
of specialized industry was producing for general consumption. 
Also their Act of Settlement (1662), "the most false, mis
chievous and pernicious system that ever barbarism devised ... 
dISenabled the poor from settling where they pleasel "; and 
their prohibition of all new cottages with less than four acres, 
was a crude careless act, because it was not accompanied 
by any provi..non of such land. They seem often to have 
sought the easier path out of a difficulty, in preference to that 
which would have worked the most good in the long run; and 
in particular to have lent too ready an ear to the representa-
tions of vocal, organized groups of producers and traders. They 
seldom ranged themselves on the side of movements which, 
though still weak, were yet destined to render great sp.xvices to 
the country. They regulated wages, using sympathetic phrases, 
but in fact siding in the main with the employer against the 
workman, and especially the farm labourerll• 

1 Arthur Young. PolitICal AntAmetlC, 1774, pp. 90, 4. 
I Thus the famous Statute of Artificers, 1562, which continued substantially 

unchanged, though not generally enforced, proposed to adjust wages to the 
nsing pnces of provISions. No doubt It benefited some operatives. But its 
penalties agamst paymg wages lugher than those ordained were more con. 
BplOUOUS than those agamst paymg less. It lowered more rates than It rrused. 
It left money wages lower relatively to the pnce of provisJ.ous than they had 
been: and thell' relative fall contlllued fast after it had been enacted. lIIoney 
wages indeed rose only 50 per cent.. wlule pnces rose 150 per cent.. dunng the 
sixteenth century (see Rogers' Worl: and Wages, oh. XII, espeClally p. 349. 
UnWlll, to. p. 120. but also p. 143, tendmg shghtly in the OppOSlte dIl'ection, 
and compare the figures quoted from Steffen above. p. 708 fn ). 

HeWlllB, Engll8A trade and finance, p. 113. holds that the Statute of 
Artificers .. gave the worlang classes into the hands of landlords and employers": 
though an amendment passed m the first year of the reign of James I .. forbad 
J Wlb.~es of the Peace, who were clothiers, to fix the wages of weavenl." But no 
8uch protection was thought necessary for the agricultural labourer : he was left 
entirely in the hands of men who had an interest in buymg hle labour cheap. 
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APP. 1>, Ii. Mercantilism in its later phases was often almost consciously 
obsolete; and, partly for that reason, weak and corrupt. And 
there is a certain satisfaction in turning back to Tudor times, 
when its policy had not yet fallen under suspicion. The 
upright, incorruptlb1e, capable Burghley is commonly taken as 
a typical representatIve of English Mercantilism in its best 
days: and its strength and weakness is well illustrated by the 
;resol~te despotism with which he enforced his own irresolute 
opiprons. He was by nature neither a Catholic nor a Protes
tant. He half inclined to Elizabeth before Mary's succession 
to the throne was nearly certain. Then as a jealous Catholic 
be became intimate with Pole: but before Mary's death he was 
intriguing with Elizabeth. Finally he based his policy on the 
principle that the "State would never be in safety where there 
was a toleration of two religions." The Achilles' heel of 
Mercantilism lay in the eagerness with which its leaders 
enforced conclusions, which they themselves had adopted with
out any strong sense of intellectual responsibilityl. 

It is manifest that the term Mercantilism is not altogether 
a satisIactory descriptIOn of the economic characteristics of that 
period intermediate between the Middle Ages and the modern 
age; which may be taken to have begun with American Inde
pendence, the French Revolution and a number of concurrent 
mechanical inventions. List's suggestion, that Industrialism 

This em effect of the Statute lingered on well into the eighteenth century. 
ThUll Vanderlmt (Money a1lllWerB all thlnge, 1734, p. 148) saY8: .. At length, as 
is notonously known, the dearness of labour hath been found 80 burdensome to 
our farmers that the gentry and JusticeS of the Peace, in their open quarter 
sessions, have lately m severd plaoes attempted to redress thiS em by regulatmg 
the servants' wages." ThiS confidence of landowners in theu own eqwty 
explams a good ded of English economio history. It is probably true that no 
other olass ha9 possessed for 80 long so unrestrained a power over the fortunes 
of others and has abused that power 80 httle; but yet they have abused it 
gnevously. 

Fortunately well-to-do artisans were olten able to do better for themselvea 
than the JUStiCes did for them. Thus In l7'11, the wages of London taIlors had 
been settled at 28. 6d.: but "many master t&1lors gave some of theu men 38. a 
da.y"; they paid the 158. at the end of the week openly. and then put 38. more 
lor a man "m some place where he knows where to find It: and If thlB money 
18 not 18Jd for hun on thB Saturday night, the ma.ster may he certam not to see 
hlB face on the Monday mornmg"; quoted by Galton, The tailoring trade, p. xlVI. 

1 Profeslor Pollard. "T. "Burghley" iD; the E1IC1Jclo'Jaul14 Bnta1l1l1C<lo 
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would be a better name, points to the fact that Mercantilism->- UP. D, 8. 

for we must continue to use the name-had two sides, one con-
cerned With the regulation of trade and the other with the 
regulation of the industrial and social order of the population 
at large. On both sides, the commercial and the sOCIal, its 
general tendency was to J;elax and soften restrictions and other 
regulations of earlier times; but y.at to gIve to such of them, as 
were retained, more power and cogency: for they were supported 
by the whole force of centralized Government, which became in 
each successive century, though not in each successive genera-
tion, stronger and more fully imbued with the spirit of economic 
nationality. 

During her centUries of apprenticeship England developed 
her own version of Mercantilism. If; was English in ~hat it 
stood in a middle position between the versions adopted by 
the great countries, and those adopted by most of the City 
States, and by Holland. For it was more under the influence 
of merchants and of the people generally than in the Latiu 
countries; and it was more under the influence of kjngs, 
statesmen and landowners, with no special trading experiences, 
than in 'the City States and in Holland. 

In the latter half of the eighteenth century England had 
outgrown the stage at which Mercantile regulatIOns were 
capable of doing much good; and those of them, which had not 
been repealed or fallen into disuse, were almost without ex
ception working harm and causing irritation. For they were 
old and detailed; and old detaIls ate nearly always inappropnate •. 
And they were used as bulwarks for monopolistic privileges, 
which, whatever their original merits, were sure to be turned 
to ill account by those who had inherited wealth from energetic 
ancestors; and who for that very reason had less energy than 
the average trader, and had more care to defend VeSted interests 
than to overcome new difficulties. 

6. Oolbert', (lenius gave a flreat impetus to French' 
industries. But his Mercantile policy, crystallized in the 
hands of weak successors, was an important contributory . 
cause of tM cult of" N atural" freedom, which occupied tM 
minda qf the French pwp18 a little later. 
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API'. 1>, 6. We must now turn aside to France. For, though the 
English reaction against Mer~ntilism began earlier than the 
French, the French moved much more quickly than the English, 
which it influenced greatly. 

So responsive were the French to authority and leadersJlip 
even in details, that' in France perhaps more than anywhere 
else, certainly more than in England, the success of a paternal 
economic policy depended on the genius and wisdom with which 
it -was carried out, rather than on the soundness of its scien
tific basis. Sully's Stoic preference for agriculture over trade 
and manufacture had worked great good for France, because of 
his fearless, energetic uprightness. And Colbert's more moderate 
preference for trade and manufactures over agriculture had 
wrought even greater good; because, while as upright and 
strong as Sully, he had more knowledge of his business and 
a greater mastery of details. In prescribing uniform sizes for 
certain goods he misappli~d, or applied prematurely, the 
principles which underlie the modern movement towards 
standardization. Other statesmen in England and elsewhere 
haa" endeavoured to develop mediaeval traditions on similar 
lines: but he went beyond all in resolution and even in 
extravagance. 

His rules turned to bureaucratic folly in the hands of feeble 
successors: but he himself was ceaseless in his endeavours to 
find out where his rules worked mischief, and to modify them; 
or, on occasion, to wink at their evasion. Like all protectionists 
of genius, he never lost sight of the fact that there is a prima 
facie case against all ohstacles to free trade; and that, to 
justify their existence, it must be proved that they develop 
industry and. trade in some directions more than they check it 
in others. But, even more than most other protectionists of 
equal genius, he exaggerated the constructive force of his 
expedients. He dwelt fondly on each little favourable sign; 
and he instinctively looked away from its evilsl • 

But while strengthening the custom-houses at the frontier 
alld sharpening the outlines of international trade, he abolished 

1 It may be noted tha.t the extravag&llC8 of Frenoh MereantJ.le regula.tiona 
was promment in the mmds of Enghsh economists ia comparatively -, 
times. See for instance Mill. Pol"teta EetnrDf1Iy. v. xi. 7. • 
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as many local customs barriers as he could; and he blurred out APP. D, tI 

those features of interprovincial trade which till then had had 
much of the real character, and something of the form, of inter-
national trade. He aimed at welclmg France into a united 
industrial country, which should export highly finished and 
high priced goods in return for cheap raw materials and the 
precious metals, the sinews of war, for his extravagant master: 
and he aimed at creating the strongest navy in Europe. His 
resolution and the despotic power, which he wielded, enabled him 
in a decade to effect changes that seemed to belong to a century. 
Nowhere else did Mercantilism develop so quickly its beneficial 
influences: and its evil influences were kept well in check in 
France, 80 long as his hand was at the helm. But it depended 
for its success on one master mind; it did not enlist the critical 
and constructive faculty of a nation in its service, and it lacked 
versatility. The centrahzed administration of France, while 
admirably adapted for turning existing knowledge to a. speedy 
account, provcd itself inferior to England's enterprise in the 
power of adapting itself to new wants and of devising new 
methods for overcoming new difficulties: therefore its mistakes 
Jed to a sudden and fleeting reaction towards free tradel • 

During the first half of the eighteenth century France was 
learning more from England than England from France. But 
French influence is clearly seen in the tone of the Scotch Hume 
in the middle of that century: and, though his thought reacted 
much upon that of France, yet that debt was far more than 
repaid by the influence which France in her turn exerted on 
Adam Smith; who was the pupil of the Physiocrats and of 
Turgot in their pursuit of economic freedom, as well as of 
Petty and Locke and HumeS. 

1 The paternal pollcies of the French rulers. of which Colbert's is the most 
oonsplCUOUS, were much misunderstood, and unfairly judged In England unt,l 
recently; and thiS faot partly excuses the exaggeratIons of List's vehement 
eulogy of Colbert. The whole movement is well descnbed in Levasseur's 
H,sUnre des Olasses OutJl'leres en Frame a~'(Int 1789. See also Neymarck's 
Oolbert et 80n Temps. espeCially Part II. 

I Hume's hatred of monopohes and artdicial prlvllegea, to which reference 
has aJready been made, seems to have been derived from hIS study of con. 
temporary and past facts at le3l!t as much as from the general pnnciples of 
hberty. In fact, though he was fond of Turgot, he was unpatIent of tho 
confident dogmas of the Frenoh «EconomISts." 
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APP. D, 6. The new French system was the work of greater thinkers 
and more interesting men than that which went before it. But 
though it was in harmony with the words that were on men's 
lips, it was alien to their latent habits and instincts: it never 
became an effective part of the principles of action of the 
ordinary Frenchman in common life. Economic liberalism has 
been assimilated by many leaders of thought in France, but not 
by the great body of the people; and, partly for that reason, 
its -doctrines have been stated there with more confident 
precision than anywhere else. 

The suffering of the French people under the pressure of the 
extravagance and privilege of the ruling 'classes, had moved the 
hearts of Sully and Colbert, of Vauban and Boisguilbert: and it 
became so grievous in the middle of the eighteenth century 
as to dominate all Frel;lch econowc thought. Under the in· 
fluence of Rousseau, and afterwards of b:he American Revolution, 
the demand for the abolition of monopolies and privileges ceased 
to be content with partial reform of ·details. The same spirit 
that levelled all social distinctions without compromise. and 
without consideration for special cases or for indirect effects, 
bore fruit in the absolute wording of the economic dogma, 
"Let ,people make whatever they like and move where
ever they like" :-for this is the true meaning of Laissez faire 
and Laissez passer: phrases which have come to be used by 
politicia.ns in a sense entirely different from that which pro
perly belongs to them; with results most detrimental alike 
to clear thinking and fair controversy. Laissez faire did not 
imply that Government should abstain inertly from construc
tive work: it meant simply that anyone who thought that 
he could make anything with advantage, whether on old lines 
or by a new method, should be at liberty to do so. Laissez 
passer had its chief application to difficulties that did not 
exist in England. It meant that a11 the various obstacles 
to the free passage of goods between the various Provinces 
of France should be removed. England had realized her 
Zollverein many centuries before. France got hers at the 
Revolution: Germany had still to wait for another hall cen
tury. Laissez passer was however sometimes interpreted that 
all frontier duties, even those between different countries, 
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should be abolished: and for that the world is not ready APP. D, T 

yetI. 
The American Revolution, which impelled England t()wards 

broader views of her national economy and of the duties which 
she owed to her colorusts, set France for the time even further 
on the path towards freedom of trade. Pitt welcomed the 
proposal made by her that the two countries should trade 
almost as though they were one. But the English people held 
back; and shortly afterwards war obliterated all traces of the 
great endeavourS. 

The Physiocrats, and in a less degree Turgot, believed that 
an absolute government instructed by th~ plulosophers was the 

. best adapted for enabling the people to thrive in the practice 
of the new principles. But here Adam Smith, followmg the 
tradition of his chief English predecessors, parted from them3• 

7. Adam Smith frequ.ently showed that the interests of 
individuals may lead them to action which is not the most 
conducive to tlte well-being· of the commtunity, themselves 
reckoned in. But he held that Government intervention 
was likely to be exploited by intriguing traders. 

1 Turgot wrote to Hume m.1766, "Our economIC) plnlosophers, followers of 
Quesnay, will mamtam VIgorously theIr master's system. It is a system from 
which Engltsh wrIters are at present very far, nor can we hope to see them 
adopt It for a long time to come, so chfficult is It to oonctltate Its pnnClples WIth 
the oonchtIon'of monopohsmg the oommerce of the uruverse." See Leon Say, 
TlI.rgol, ch m. 

• Lecky, Elghteemh Oentury, v. pp. 37-46 (ed. I), gtves an instructIve 
account of the debate m the House of Commons on the proposal. 

• No doubt the Physiocrats were somewhat inftuenced by the faCt that a 
democratIo natIon is often harder than an autooratIo ruler would be, to a natIon 
subject to It. For instance, the economic and the general mterests of AfrIcan 
slaves and AmenO&n Inchans were cared for better by the French, and even the 
Sparush, Governments than by Enghsh oolonIsts, who were masters of theu' own 
destmy. But the true cause of thts fact 18 that no one 18 so gocd a Judge 
of hIS own case as are onlookers. who havll no personal interesl In it. The 
Slave Trade indeed shows to a greater chsadvantage than any other inCIdent 
the Engltslt .. concrete" method of Judgmg eaoh case by Itself and WIth 
reference to its own speCIal inCIdents. For the best knowledge of those spectal 
inCldent& hes WIth those who are most nearly affected t,y them; and these are 
the very people whose Judgments are hkely to be unconsCIOusly warped by their 
interests. It should be noted, however, that the laws relatmg to slaves m some 
of the ar19tocratIo colonies of the South were .. of extreme ferocIty"; but those in 
the bourgeois Pennsylvania were rruld. See Leoky. England tn lho E'f/Neenlh 
06111 .. '11, ed. J. VI. P. 282. 
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.loW. P, '1. The Mercantilists have no doubt suffered injustice by being 
taken too literally. But to do more than justice to them, is to 
hic\e away the real causes of the intense opposition to their 
doctrines, which was arollsed in the minds of Adam Smith and 
other far-sighted menj who, being nearer to them than we are, 
knew what sort of men the bureaucratio officials were, and 
what sort of advice they would get from self-oonfident amateurs 
such as Sir James Steuart and Geel • 

-Adam Smith himself frequently stated Or implied that it 
would be possible for an omniscient and omnipotent Government 
to direct the actions of merchants, and other people, in a course 
more conducive to public well-being than that in which they 
would be led by their own interests. But he did not believe 
that Governments, such as he knew them, would have any 
considerable share of the knowledge of detail, the ceaseless 
forethought, the untiring invention and resource, the constant 
attention to the relative proportion of various elements and the 
sound judgment of them, whi()h would enable an omniscient 
Government to have an advantage over the automatic action of 
private interest. He held that, even if a statesman is the 
ablest man in his country, he cannot divide out his mind 
among a great number of trades and businesses; and give to 
each of them a better judgment, than will be worked out by 
the combined mental activities of hundreds of more or less 
able merchants, who give much of their time and strength to 
that one thing. And as to the moral integrity of statesmen, 
he was less sanguine than the simple-minded Quesnay and 
many of his followers; for they anticipated some modem 
socia-lists in the faith that, so soon as a wise and righteous 

1 Adam Smith nevall mentioned Ius contemporary Steuart; but probably 
had him in mmd a.ll the more. Steuart was a Jacobite who lived much In 
France, and whose political sentiments were much impressed by French 
associations: his economic thought is mamly a mixture of fresh, shrewd mdJ.· 
Vidual observatwns Wlth crude remains of old Mercanble fallaCIes. 

Gee, findIng that many of our fishmg galley. went straight from NeWfound. 
land to the South of Europe, would discourage that praotice; and even prohibit 
It, unless they cleared ftom a British port on th8lr way back. He would thus 
make it .. their Interest to stick to thetf fishmg and coasting, which 1 am 
persuaded would be more to their advantage than their voyage to the Stl'&1ts 
[of Gibraltar]; for where people have business enough ill a very few employments, 
it is the surest way to get nohes." The fishing folk may thmk otherwlSe: but 
~he Sta.tesman mstruoted by GIle will know better. 
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system should have been established, the upright motives, by UP. D, 7. 

which they themselves are led, would be found in the ordinary 
man, frail as they knew his virtue still to be. 

Adam Smith concedes that "by such [Mercantile] regula
tions a particular manufacture may sometimes be acquired 
sooner than it could have been otherwise, and after a certain 
time may be made at home as cheap or cheaper than in the 
foreign countryl." But he insists that the immediate loss is 
certain, and the future gain problematical. Here and elsewhere 
he contrasts on the one hand the abstract chance that such a 
policy might be carried through with benefit to the nation by 
statesmen of superhuman knowledge, intelligence, activity, and 
probity; and, on the other hand, the concrete realities of the 
world in which he lived. Schmoller, the ablest apologist of 
Mercantilism, sums up the situation by saying:-"It is easy to 
understand how disgusted an honourable man like Adam Smith 
must have been by the filthy (schmutzig) hunting after their 
private gains by the business men, whom he was able to 
observe day by day in London(n 

Another characteristic of Adam Smith's attitude to freedom 
of tra.de, wluch had been but partially anticipated by the 
Physiocrats, was the prominence which hEl gave to the interests 
of the great body of the people; or, as is sometimes inaccurately 
said, of the "consumers" as dIstmguished from the "producers. n 
The earlier free traders, Dutch and English, had not indeed 
neglected that point; but they had urged the benefits of 
freedom chiefly as a means of promoting the commercial 
actiVIty of the nation and augmenting the sources of public 
re\"enue: and their opposition to the exclusive privilege of 
a group of traders or producers was based chiefly upon the 
injuries which it inflicted on others who were engaged, pr IDlght 
wish to engage, in that particular trade or industry; or in some 
other that was directly dependent upon itS. But Adam Smith 
went beyond them in laying stress on the losses which the 
people sufiered from an artificial constriction of a channel by 
which their needs might be supphed. 

1 Book IV. ch. II (p. 422 of vol. I of Cannan's edition). 
• lAs Engll8CM Handels-poZ,hk des 17 und 18 JalwA"nderts, p. 23. 
• Compare Laapeyres, Vollcaunrtll8eAaftl'CM .dnacAav"ngen der N.ederldnder, 

pp.164-1i. 
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APP. D, 7.. It has been supposed by List and by other writers, especially 
in GefJIlany, that when Adam Smith urged that it would be 
wise to allow the indIvidual greater freedom in tradmg with 
foreigners, he desired to substitute cosmopohtan sympathies 
for a national spirit in trade. But in fact he had a strong 
national spirit himself; and the arguments, by which he and 
hl8 followers advocated their policy, would certainly have fallen 
on deaf ears, if they had called on the ordinary Englishman to 
count a benefit to his fellow-countrymen as of no greater import
ance than an equal benefit to foreigners. 

Adam Smith protests that "the modem [Mercantile] maxims 
ofjoreign commerce by aiming at the impoverishment of all our 
neighbours ... tend to render that very commerce insignificant," 
and that if England and France "were to consider their real 
interest without either mercantile jealousy, or national animosity, 
the commerce of France might be more advantageous to Great 
Britain than that of any other country, and for the same reason 
that of Great Britain to France." But he goes on, "Being 
neighbours, they are necessarify enemies, and the wealth and 
power of each become on that account more formidable to 
the otherl." 

Again, "If any particular manufacture was necessary ·for the 
defence of the society, it might not always be prudent to depend 
on our neighbours for the supply; and if such manufacture 
could not otherwise be supported at home, it might not be 
unreasonable that Btll other branches of industry should be 
taxed in order to support it. The bounties on the exportation 
of British-made sail-cloth and British-made gunpowder may 
perhaps both be vindicated upon this principle." And similarly 
he admits the scientific plausibihty of arguments in favour of 
bounties to herrin'g fisheries on the ground that "though they 
do not contribute to the opulence of the nation ... they contribute 
to its defence by augmenting the numbers of its sailors and 
shipping ... at a much smaller expense than by keeping a great 
standmg navy2." These suggestions foreshadowed the impulse 
which the recent world-war has given to Britain's inclination 
to incur considetable present sacrmce, in order to increase her 

, VoL I. pp. 409, 4GO of CannlUl's edttiou. 
• lb. voL u. pp. 23, 19. • 
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seU-sufficiency at times, when hostile su~marine9 might lower APP D, '1, 

her command of imports, in spite of her powerful navy. ' 
Again in matters of purely trade policy, though he urges that 

we should not injure ourselves merely for the sake of injuring 
other nations, he admits that when there is a prospect that, 
by injuring them we may cause them to cease injuring us, it 
may be wise to do sa even at some cost to ourselves, He 
adnuts that the policy of retaliatory duties is not only defenslble 
theoretically, but may occasionally be prudent, even when 
account is taken of all the complicatlOns which it' involves, 

He discovered nume'rous and important exceptions to the 
"natural law of liberty," and these discoveries were seldom a 
priori; they were nearly all supported by inductive studies of 
the world around him, Further, his views of Nature and of life 
were very broad, It may be true that he unconsci~usly assumed' 
that there was "somethmg of a Scotchman" inside of every 
body: but he was fond of watching varieties in national 
character. He was the last pelllon in the world to think that 
wealth was the aim of life; the last person to suppose that the 
ideals of a noble life should be subordinated to the growth of 
riches by any wise and sell-respecting individual or nation. 

And yet, as a shrewd observer of human nature in the 
eighteenth century, he concluded that a strict logical separation 
of the business element from the emotional elements of private 
and public policy was the best, and indeed the only possible, 
safeguard against the weaknesses of ambitious statesmen .and 
the wiles of fraudulent traders. His position was:-Iet us first 
ascertain how the nation may best do its business, regarded as 
business. That being done, let us bring into the problem 
higher considerations: let us take account of the fact that the 
life of a nation is something more than the aggregate of the 
lives of its members; and let us face material loss bravely, if it 
must be encountered on the way towards a higher end. But 
let us count the cost; and let us move with special cautlOn if 
the cost to the State will bring with it any political advance
ment, or any material gain to the individuals or the" interest" 
by whom it is urged l • 

I Some misunderstancllngs of Adam SmIth's positIon have been imported 
into tWa oountry from Germany; but unfortunately the oorreotlons of those 
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APP. D, '1. mistakes, which have been made in Germany, have not been noted here. Thua 
Adam Smith says:-"By"pursuing his own interest he [the inchVldua.l seekmg 
an employment for his oapltal] frequently promotes that of the soCiety more 
effectua.lly than when he rea.lly intends to promote it" (Book IV. ch. D. vol. I. 
p. 421.in Cannan's edition), and Knies, in a spirited effort to induce h18 
countrymen to suhstltute a rea.l broad-minded Adam Smith for that doctnnalre 
whom many of their writings portray and label .. Adam SlUlth," says that th18 
critical pa.ssage 18 commonly quoted from a German translation by Stlmer, which 
omits the word "frequently"; and thus makes Adam Smith express a doctnne, 
as fundamenta.lly opposed to the whole trend of his thought, as It is to that of Lis~ 
IumeeH. See Knies, Die polltz8Cke Oekono11118 110m geaclu,ck!lu;}un StaniJpunde, 
ed. of 1883, p. 226. In the preceding pages Knies had given many instanoes of 
strong expresl!lons of Adam Smith a8 to the fa.ilure of the pnvate interests of 
landowners, traders and others to chreot their actIOns into that channel which 
would be most to the a.ggregate wealth, their own of course bemg reckoned in; 
and reckoning tl1erefore bemg made only in terms of money value, not of true 
SOCla.l value. And Held (Soclale Gucll1chte England8, p. 160) 18 wroth against 
those who take Adam Smith's "dootrine of the natural and neoessary harmony 
of all interests as a general and fundamental prinoiple," ignonng hlB constant 
arguments to the contrary; and laying excessive stress on oooasional passages 
in whICh he speaks of "the unseen hand wluch leads a man to thl8 end, though 
he haS not intended it himself." Suoh men he concludes "can be excused only 
on the ground that they neither see nor hear anytlung beyond a fow phrase .. 
which dominate their minds." 



APPENDIX El 

THE BRITISH MOVEMENT TOWARDS FREE TRADE 

1. The policy of Protective duties was .discrcdit"-d in APP. B, 1. 

Britain by the mismanagement of the Oorn Laws: Sliding 
Scales of duties, designed to keep prices steady at a high 
level, made them very unsteady. 

It has already been indicated that the British InoveInent 
towards free trade in the second quarter of the nineteenth 
century was strengthened by the InisInanageInent of Protective 
duties on wheat. This Section and the next are occupied with 
details, which Inay not be of general mterest; though they bear 
directly on a great controversy. 

AdaIn SInith's anger was roused by the inconsistency of 
statesmen who compelled the farmer to sell his produce retau, 
and forbad the manufacturer to do the same thIng. English 
statesmen, like others, had begun by prohibiting the exporta
tion of grain; then they allowed it subject to taxes and 
other conditions; and later still they encouraged it by bounties 
when the price was below a certain level. These bounties 
aimed at steadying the national market for grain: in an 
ordinary yeal; enough was to be grown to allow for exportation, 
in a bad year all was to be retained at home, and thus scarcity 
was to be avoided. But the bounty tended to send abroad the 
surplus of a good year, so that in a bad year as much importa
tion became necessary as if there had been no bounty. Thus 
the double cost of carriage was wasted. and English people had 
to pay for their food in good and bad seasons ahke at rates 
which would naturally arise only in bad seasons. During the 
years 1773 to 1792 the English corn trade was left practically 

1 Tins Appendu: is associated WIth I, IV, 6, 6. 
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APP. B,l. free to follow its own course; and Adam Smith's judgment as 
to the evil influence of the bounties on exportation received 
some support from the fact that dUring these years the price of 
wheat fillctuated less than during the precedmg period; in 
which costly bounties had been given with the avowed purpose 
of steadying prices, and with Ii side view at their effect in 
raising rents. 

_ The course of prices during the war was irregular. War 
risks and high freights, blockades, and currency troubles were 
origins of disturbance in which effects came at irregular inter
vals-after their causes: and to these were added an abnormal 
number of very bad harvestsl • 

On the whole the war brought prosperity to landlords and 
farmers: they learnt to take a lofty view of their stations and 
the mode of expenditure appropriate thereto. They had been 
shaken by a fall in the price of wheat from 1558. in August, 
1812, to 738.. 6d. in December, 1813; and Committees of the 
two Houses in 1813-14 investigated the price which was 
necessary to give the farmer a fair profit, with just about that 
amount of bias which is commonly found, when persons repre
senting anyone interest meet to appraise its claims relatively 
to others. They thus prepared the way for the law which was 
to prevent the peace from bringing its natural blessings to 
the Englis~ people. In 1815 the importation of' wheat was 
prohibited except when its market price was above 80s.: 
although when it was at that price, the wages of the ordinary 
labourer and his family would barely purchase enough bread 
to satisfy their hunger, if spent exclusively on bread. . 

The rents of land had been made very high by the war and 
bad harvests, which raised the limited home supplies to 
extravagant prices: the rate of interest had also been raised 
high by the destruction of capital, as was shown by the low 
price of consols. The lan~like many people even now in 
such cases, argued unconsciously in a circle: they thOUght that 

1 In eleven yeal"lJ out of twenty.two. VIZ. 1794, 5, 9, 1800, 4, 7-12, the 
harvests of com and especially of wheat we1'8 defiCient: in 80ma the acarOlty 
was "of a desolating character extending over the greater put of Europe." 
(Tooke, Hl8totry of pncu, :a. 347.) When crops wera rather poor in England, 
but not abroa.d, freights with insurance 80metImea zeached from 40,. to 60s a 
quarter for voyages of DO very great length. 
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rents ought to be sustained so'as to continue to pay about this APP E. I, 

hIgh rate of interest on the inflated prices; and in such 
reckonings, though not when settmg a prIce on theIr land for 
sale, they were hkely to leave out of account the income of 
social amemty and political influence to be- derived from it. 
They believed that the stability of Government and the 
safety of the country depended greatly on the mamtenance of 
the dIgmty of their orderl. 

In 1828 recourse was had to a vigorous application of the 
plan of taxing the imports of com on a slIdIng scale, that is, so 
that the tax was hIgh when the market price was low, 'and 
low when the market price was high. Great benefits to the 
farmers were antiCIpated from this plan; but It turned out to 
be inJurIOUs to all concel1led: and, smce Its failure contributed 
greatly to the downfall of the system of ProtectIOn, the motIves 
which led up to it, and the causes of its failure deserve some 
detailed notICe. 

Its advocates seem to have somewhat overrated the 
advantages of steadiness of price; to have greatly underrated 
the cost which the various schemes proposed by them for 
obtaining it would inflict on the nation; and to have made no 
approach to a solution of the scientific problem:-what are the 
conditIOns under whICh an import duty, whether simple or on a 
sliding scale, will make for stabIllty¥ CondItioIis can indeed be 
imagmed under which a slIding scale might form part of a 
polIcy that would make for stabilIty. But under the con
dItions of wheat supply and demand in their time, it necessarily 
made for instability. Let us look mto this. 

European wheat trade in the first half of the nineteenth 
century was conducted under very dIfficult condItions. Wheat 
is too heavy to be carried long distances, even on good roads: 
and the roads in Central and Eastern Europe were very bad. 
Some parts of North-Western Europe had good roads, and some 
had excellent water communications: but, as most of them 

I The more old fashioned among them would have endorsed Arthur Young'lI 
wetum:."None but a fool can lmagine that the landlords of a great Empire are 
to YIeld to the transltory sons of trade and manufacture." (Quoted by Buxton, 
F'M,," aM Pollb"", L 74.) 



752 BRITISH MOVEMENT TOWARDS FREE TRADE 

&1'P. B. 1. bore a relatively dense population; they needed their own crops 
for themselves; and, indeed, wheat is not partial to moist 
lowlands. The main trouble however arose from the facts that 
(1) large organized production and trade need confidence on 
the part of producers and exporters that they will find a steady 
market for any goods which they may offer; and (2) the only 
means by which the price of an uncertain crop. such as wheat, 
can be steadied to the home producer, are just those which 
mm the country's demand for imported wheat uncertain and 
unpredictable. The two chief means that might be adopted 
for that purpose are (a) to give an export bounty on wheat 
when its market price is below a certain level; and (b) to tax 
highly or even prohibit its importation when the price is below 
a certain other limit, not much higher than the first. Several 
responsible writers have urged that, if it were thought worth 
while to incur the expense of artificially steadying the price of 
wheit, a two-sided arrangement on these lines would have been 
the best. 

Such a scheme might effectively maintain a steady price, 
in a case similar to that of Greece to-day, though of course at a 
great cost to the country: for her total demand on the world 
market for wheat is very small relatively to the aggregate 
supply, which will in any case pass through the Meruterranean 
from the east and the west, the north and the south. But 
even in such a case as hers, no arrangement of import duties 
could steady prices unless accompanied by export bounties, 
80 contrived as to carry off any surplus of home production 
over consumption which might be caused by several excellent 
harvests in succession. 

But E·ngland's· position in the first hall of last century 
was very dd'ferent. She was the only large importer of wheat: 
and therefore it was to her interest to let the foreign producer 
know what tax he would have to pay on selling it to her. A 
moderate fixed duty would have discouraged him only a little: 
he was almost wholly discouraged by being told that unless 
England had a bad harvest his wheat would be admitted only 
after paying an exorbitant tax. Tooke, after making a special 
study of the subject concluded that, when wheat was scarce in 
England, it was a good deal more, likely than not to be scarce 
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also in North-Western Europe generally: and, so far as this APP.E,I. 

was the case, the foreigner could expect to sell under a low tax 
only when he had not much to sell. Consequently he grew 
little or nothing definitely for the English market; and 
England's imports were made up of the surplus of wheat crops 
of dIstrICts, in many of which rye was the staple food; and the 
supply which she got from anyone port would often vary 
tenfold from one year to the nextl • 

Thus the sliding scale made the foreign growing of wheat for 
the English market to be an act of gambling rather than of sober 
business: and it also induced, if it did not compel, the 
importer to arrange his sales so as to intensify the fluctuations 
of prices; and so that his wheat greatly injured the English 
farmer without greatly benefiting the English consumer. The 
farmer did not sell at very high prices, and the English con
sumer often paid very high prices; while the English Exchequer 
reaped scarce any profit. For the importer took care not to sell 
till the English stocks were nearly exhausted; and the conse
quent rise in price let his wheat in at a low duty. Of -course 
speculators are always inclined to hold back for an expected 
rise in price: but, when a small rise in price will bring a large 
reduction in duty, it is worth while to walt for that rise, even 
at a great risk of failing to sell at alIa. 

I This can be traced for the years 1800-30 In J. Marshall's great Digul of 
officia.latatlStics pubbshed In 1833, voL D. p. 104, and for 1828-30 m Tooke's 
Hlatory, vol. VI. pp. 451-3. The irregula.nty of the figures there given IS in 
great contrast to the regularity of the corresponding tables in recent numbers 
of the SIah811ctil Abatrad/or lhe UnIted K,ngdom. 

The total prorubltlon of the ImportatlOn of wheat when the pnce waa belo\\' 
80s., which ran from 1815 to 1828, caused the highest price of a year to be often 
nearly 508. above the lowest. The expectatlOn of a pnce approaching to 808. In. 

duced farmers to sow wheat even on damp, bold hlllsldes, hlnng labour, in taCit 
combmatlon with one another, at wages that often needed to be eked out by 
allowancfs from the pansh. 

The sbding scale was in operation from 182~ to 1843. The following 
average pncea (m shlUmgs and pence) for these 26 years are eloquent.-83, 8; 
72,3; 65, 10; 54, 5,43,3; 51, 9; 62,0; 66, 6; 56,11; 56, 9; 60, 5, 66, 3; 64,3; 
66,4; 58, 8; 52, 11; 46, 2; 39,4; 48, 6; 55, 10; 64, 7; 70,8; 66, 4; 64, 4; 57, 3; 
50,1. 

I A few more detall.s may be added. The duty was practically prohibitory 
when the pnce was low. It fell to 168. 8d., when the price waa 698.; and 
then the merchants received 528. U. net. But if they held back till the 
pnce waa 738., they p&ld only lB.; and received 728. net. ODn8eJjuently they 
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APP. E,2. In the result prices were very irregular. In 1819-1822 great 
numbers of farmers failed, because grain was abundant: a group 
of inddIerent medium harvests kept them fairly prosperous 
till 1831, when they were again brought into straits by good 
harvests1• 

2. The repeal of the Oorn Laws could not produce its 
full-4fect at once. It did not cause a great fall in tlte 
price of wheat.' but it !cept the price almost stationary 
in Britain while it was rising in neighbouring c(;untries. 

Some authoritative writers have claimed that the history 
of British wheat prices before and after 1850 proves that the 
Com Laws did not raISe prices very much, and therefore did not 
infuct great injury on the people. _l\..s much stress has been laid 
on this argument, it calls for examination. 

The d:t.fficulty of obtaining grain from abroad in the second 
quarter of last century did not lie in scarcity of land for growing 
it, or of people willing to work on the land for low remunera
tion. If England liad offered a fairly steady demand for ten 
million quarters of imported wheat, many rich areas would have 
improved their communications with great European rivers and 
have been able to send her large supplies at a low cost. But 
as things were they lacked the incentive for Buch developments: 

mtJnQ!lutn'ed to get the pNC6 toward8 738.; and then they imported (or took out 
of bond) suddenly Ie.rge quantIties: and thus lowered the price a httle. That 
brought the tax up somewhat; and therefore other merchants were warned 011 
from mtrudmg on their market. Many English farme1'8 could not Walt, 

and sold at relatIvely low pnces. Therefore they dtd not ga10 much by 
the tax: whtIe the Exchequer ga.med very httle: but the poor consumer 
paId terrIbly. ~'he foreIgner who happened to have a surplus gamed on It. 
But, aa 10 another year he mIght probably be unable to sell for exportatIon to 
England at all, he grew httle or notbIng speclaIly for exportatIon. A fullatudy 
of the problem is made by Tooke and Newmarch, I e. voL m. eh. L Iu voL v. 
p. 168, It is observed that many farmers bemg in arreal' fol' rent, or preased 
for payment of a debt, force the whole or nearly the whole of their etock 
for sale immediately after the harvest: and of couree relics of thUi tendency 
remain now. 

1 They weathered that misfortune better than the last, for by the preceding 
expenence "they had been taught prudence," and had become " .. dtfferent 
class of men to what they were" (H. 0/ L. OommaUe41 em J1grieul1ure. 1836, 
Q. 3163, 4). 
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for they could not expect to sell their wheat in any country APP. E, 2 .... 

except England, at a price very much higher than that of thelll 
own homes. So, when at last England's market was thrown 
open, she had to rely largely upon those sources of supply whish 
were already in fairly close touch with the seal. 

Therefore the full effect, which the opening of England's 
ports to wheat exerted on the available supply of wheat, would 
not be likely to show itself for many years; and meanwlule 
prices in the world's market for wheat were rusturbed by the 
new gold supplies. beginning about 1850, by a series of wars 
and by some exceptional harvests. In many years indeed these 
disturbances exerted a much greater influence on the price of 
wheat than had been exerted by the rather low import duties 
levied in England after 1843. 

To go into particulars:-Bad harvests had been exceptionally 
frequent during the great war; but they were exceptiona:lly 
rare during the next twenty years. In each of the six years 
1832-7 the home crops were sufficient for the people's con
sumption: the import duty was practIcally inoperative; and 
prices were relatively low in spite of itS. 

I Accordmgly, when Jacob, the best authonty on the questIon, was sent to 
.Investigate the Ba.ltlo and Black Sea sources of supply .In 1826-27, he reported 
that, "u the quantity of com grown.ln thIs country were dImmished one-tenth •• 
we should have to pay the fOreIgners double as much as we noW pay the Enghsh 
farmer. There is com enough ••• but it must be drawn from such a dIstanoe. 
WIth land carnage." He adds that some of the manners dId not understand 
the use of the oompass: and that Russian gram seldom pa.ssed out of the 
Mediterranean. 

It is true that the coast Ime from Hamburg to RIga was the chief souroe 
of England's lupphes of wheat then and for some httle time afterwards; that 
the five great river basms which these ports served were 10 far dIstIDct that 
variations in tho pnce of whe.at between different parts of Prussia were much 
greater than between dIfferent parts of England: and that prIces were habitually 
rather bJgh .In Westphaha, where populatIOn was relatively dense. See a study 
of thIs problem for the years 1816-41 by Rawson .In the Stallst>eal Jou1'1llJl, 
voL v. He makes out hIs ease both by exclUSIve reference to whe.at, and 
-which is fairer-by companng wheat .In England with rye in PrUBSl&. HIS 
analysis of the causes of such variatIOns seems Bupenor to that in the better 
known study by Chffe Leabe of "Pnoes .In 'Germany .In 1872." Marsha.ll's 
J),geol, 1833, Part lL pp. 98-100, conta1D8 the obJef results of a Foreign Office 
mqwry in 1826 88 to the pnceB of wheat .In various places from 1700 to 1825: 
towards the ead, the .inqUIry ranged over 32 Europe.an and 4. American mo.rkets. 

• See Tooke and NeWlll4rch, I.e. voL v. pp. 53-66 and p. 223. France m 
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AR •• , 2. After two bad and several moderate harvests, the rains of 
1845 together with the potato disease caused such distress that 
Peel committed himself in 1846 to complete repeal (save for 
the Registration duty) in 1849. The harvest of 1849 was good: 
but, except in that year, the pri~ of wheat was kept low in the 
years 1847-52 by abundant, almost untaxed, supplies from parts 
of the Continent in which the harvests had been good, though 
thosa -in England had been bad: it has been estimated that 
under the old regime English prices wollld have been 208. higher 
than they actually were. In 1853 harvests were bad throughout 
Northern Europe, and prices ruled high: but they were not 
higher in England than on the ,Continent, though they always 
had been under similar circumstances before. 

Puring all these years the main roads were being improved 
everywhere: and railways were helping to keep the "Gazette" 
prices of English wheat down nearer to those of foreign wheat at 
English ports than before. But the railways of the Continent 
were of relatively little service. They had indeed made an 
appearance in Central Europe before 1846; but, of course, they 
went first to thickly peopled districts, which had little grain 
to spare. And it was not till the Crimean War had shown 
the supreme military importance of railways running to the 
frontiers, that many of them were driven through the large 
wheat-fields of Central and Eastern Europe. 

The Crimean War was accompanied by general bad harvests; 
freights were for a. time very high, and the Russian trade 
was of course interrupted. To these powerful causes of high 
prices another was added. For before the repeal of the 
Corn Laws the world's stock of gold had been shrinking rela
tively to the work it had to do; .and, in consequence, general 
prices had been falling: but the new supplies of gold, coming 
suddenly from California and Australia, upset men's cool judg
ment and forced general prices up to a temporarily inflated 
level. . 

It was just when all these exceptional causes were working 
together that that rise of wheat to a. httle over 70s. occurred. 

particular was a large exporter: her high import duty waa therefore inoperative; 
and her wheat prices of COUI'II8 feU very low. The Ilgmficance of tIua faU has 
IOmetlmea been mistaken, and used alIW!8 m controversy. 
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which has been urged as a chief reason for doubting the in- APP. B,2. 

ftuence of free importation in lowering the price of wheat. And 
a second rise in 1867 to- a price a little above 60s. had been 
forced to the same service; though it is amply accounted for 
by simultaneous exceptionally bad harvests in America and 
Europe in 1867, followmg after the indIfferent harvest of 1866. 

This brings us to _the time when the conditions, which 
govern the trade in wheat, began to assume their present 
form: and the price of wheat in England ceased to be 
materially higher than in neighbouring countries, in spite of 
her rapidly increasing and unique dependence on foreign 
supphes. She was favoured by her geographical position 
relatively to America: and later on prices in Germany were 
influenced by the increasing stringency of her Agrarian policy. 
Thus prices in England have fallen increasingly below the 
prices in Germany and France: it is true that they did not 
fall much between 1849 and 1875: but in the same time they 
rose greatly in those countries. ThIs contrast embodies the 
chief result of the repeal of the Corn Laws: it did not cause 
a great fall in the gold value of wheat in England; but it did 
prevent a great rise in that valuel • 

1 The following table is taken from the article by Conrad in the 
BandwOrl6buch dw Staat8f11188enscha/ten. on "GetreIdepretse." It represents 
pnoea per memo ton in marks. 

Province of 
y ..... England France Pruosla Prusala Westphalla 

1816-20 364,0 265,5 206,2 181,8 240,8 
1821-30 266,0 192,4 121,4 109,2 132,6 
1831-40 254,0 199,2 138,4 133,8 147,8 
1841-60 240,0 206,6 167,8 160,4 182,0 
1851-60 250,0 231,4 211,4 199,6 223,6 
1861-70 248,0 224,6 204,6 195,0 218,6 
1871-75 246,4 248,8 235,2 225,0 246,0 
1876-80 206,8 229,4 211,2 202,2 222,4 
1881--85 180,4 205,6 189,0 182,6 197,6 
1886-90 142,8 193,2 173,9 165,6 183,6 
1891-95 128,2 178,5 165,5 163,2 173,4 
1896-1900 134,3 178,6 160,9 157,9 168,4 
1901-C5 140,3 178,1 163,9 181,9 165,8 
1906 142,5 173,4 170,5 178,0 
1907 143,5 200,3 202,0 202,0 

Dunng the whole period France haa produced nearly all the wheat she 
reqwres; but she baa long oaaaed to export it in oOD81derable quantdole8. The 
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3. Although economic science was much advanced by 
Adam Smith's successors, their mews were generally less 
broad than his: and their doctrines were sometimes con
verted by weak or partisan arlherentB into absolute dogmas I, 

Adam Smith's successors had less of that breadth and 
moderation which come from a long training in philosophic and 
scientific thought. Most of them had a great experience of 
afflrirs, and had accustomed themselves to spenk with that force 
and directness, which give special value to the utterances of 
a business man when he is speaking on matters within his 
personal knowledge; but which, when he strays beyond them, 
often . tempt him to make simple sweeping statements of broad 
scope without the necessary limitations and conditions. And 
unfortunately two strong but exceptionally abstract thinkers, 
Bentham and James Mill, threw their influence on the side of 
large generalizations . .!s a rule however the dogmatism which 
seemed to pervade the chief English economic writings of the 
first half of the nineteenth century was apparent, rather than 

Province of Prussia. has always produced wheat la.rgely in excess of he&' own 
requirements. WestphalIa. haa needed increasingly to import BUpplre8 from 
other parts of Germany, or from abroad. Prussia, though formerly an exporter 
on the balance, now imports more than any other country except England: 
though of course ordInary statistics do not distingw.ah her trade from that 
of Germany. A comparIson between Westphwn and English prices is 
specially instructive, because both Westphaha. and Engla.nd import wheat 
largely. 

The pnces in London are about as low as anywhere in England. The 
prices in Berlm for the more recent of the years here shown are rather above 
those in Westphaha.; though Berlm is on the border of the chief Wheat. la.nds 
of Germany. 

Germans have pa.id special attention to relatIve v~tions of pricea of rye 
m Germany and RusBla: and have rightly Imd great stress on the fact that, 
there hemg no true world market for rye, these vanations are more erratio than 
those in the price of wheat. A few paradoxes whIch have rusturbed 80me EnglISh 
WrIters seem to he expla.ined by the fact that .. country may import rye on the 
balance from another, where the average pnce is higher, If her own has been 
harvested m bad conrution, and that of th!, other in good. 

1 ThIs Section and the next are, in part, reproduced frolll my Presidential 
Address to the Economio Section of the Bnbeh AssociatIon in 1890, which 
is accesslhle in The StatUitICal J ou7'1llJl for that year. Professor Nicholson 
well remarks that "as Adam Smith had inBuenced PItt, 110 RIcardo inBuenced 
Peel": and m view of the relative lack of independence of Ricardo's chIef 
followers "fortunately it was Peel who transla.ted his ideaa into practice." 
Olll7lbndge Modem HuflIry, yoL x. pp. 773-4. 
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real. It represented a dry businesshke mode of speakmg, in UP. E, 3. 

which much is left to be filled in by the common sense of the 
lIstener; it was not a premature attempt at a systematization of 
knowledge. But it misled adherents as well as opponents, and 
the efforts of English economists during the subsequent ha1£-
century have scarcely sufficed to liberate their science from this 
traditlOn of dogmatISm. 

The change may, perhaps, best be regarded as a passing 
onward from that early stage in the'development of scientIfic 
method, in which the operations of NatUre are represented 
as conventionally simplrlied for the purpose of enablmg them 
to be described shortly; and entering on a lugher stage, in 
which they are studied more carefully, and represented more 
nearly as they are, even at the expense of some loss of simplicity, 
defimteness, lucidity and consequent popularity. The EnglIsh 
economists of fifty years ago were gratified, rather than otherwise, 
when some faithful henchman, or henchwoman, undertook to 
set forth their doctrines in the form of a catechism or creed; 
whereas now they recognize that every short clear statement 
of economic doctrine must he a truism, unless it be false. 

It has, indeed, been an unfortunaie thing for the reputation 
of the older-economists, that many of the conditions of England 
at the beginning of this century were exceptional, some being 
transitional, and others, even at the time, peculiar to England. 
Their knowledge of facts was, on the average, probably quite 
a~ thorough as that of the leading economists of England 
or Germany to-day, though their range was narrow. Their 
thorouglmess was their own, the narrowness of their range 
belonged to their age; and though each of them knew a great 
deal, their aggregate knowledge was not much greater than that 
of anyone of them; because there were so few of them, and they 
were so very well agreed. 

Their agreement With one another made them confident; 
the want of a strong opposition made them dogmatic; the 
necessity of making themselves intelligible to the multitude 
made them suppress even such conilitioning and quahfying 
clauses as they had in their own minds. Therefore, although 
their doctrines contained a vast deal that was true, and new, and 
very important; yet the wording of these doctrines was often 
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APP. B.4. so narrow and inelastic that, when applied under conditions of 
time and place different from those m which they had their 
origin, their faults became obvious and provoked reaction. 

It was clearly to the interests of England that her manu
factures should be admitted free by other countries: therefore 
any Englishman who attempted to point ~ut that there was some 
force in Some of the arguments which were adduced in favour of 
~fQtectlon in other countries, was denounced as unpatriotic. 
Public opinion in England acted like the savage monarch who 
puts to death the' messenger, that comes running in haste to 
tell him how his foes are advancing on himj and when John 
Stuart Mill ventured to tell the English people that some 
arguments for Protection in new countries were scientifically 
valId, his friends spoke of it in anger-but more in sorrow than 
in anger-as his one sad departure from the sound principles of 
economic rectItude. But killing the messengers did not kill 
the hostile troops of which the messengers brought record; and 
the arguments which Englishmen refused to hear, and there
fore never properly refuted, were for that very reason those on 
which Protectionists relied for raising a doubt in the minds 
of intelligent and public.,spirited Americans as to the scientific 
soundness and even the moral honesty of English economics. It 
is however to be remembered that, in that age as in the present, 
exaggerated notions of the scope and cogency of economic 
doctrines have been less frequent in calm academic discussions, 
than in heated political controversies: and especially in those 
in which business men, however capable and upright, have 
sought to find in economic doctrUie a support for practical 
conclusions in harmony with their own experiences, opinions 
and sentiments:-and, in some cases, their own business in
terests. 

4. Overstatements of arguments in favour of Free 
Trade have retarded the general acceptance of that part 
of it which may justly claim to be of universal validity. 

The first great difficulty which English economists had, in 
addressing themselves to the problems of cosmopolitan economics, 
arose from the fact that England was an old country-older than 
America in every sense j and older than the other countries of 
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Europe in this sense, that she had accepted the ideas of the new APP. B 4. 

and coming industrial age more fully and earlier than they had. 
In speaking of England, therefore, they drifted into the habit of 
using, as convertible, the two phrases-"the commodities which 
a country can now produce most easily," and "the commodities 
which a country has the greatest potential advantages for pro
ducing"; that is, will always be able to produce most easily. 
But these two phrases were not approximately convertible when 
applied to other countries; and when List and Carey tried, to 
call attention to this fact, Englishmen did little more than 
repeat old arguments, which implicitly assumed that New 
England's inability to manufacture complex products had the 
same foundation in natural laws as her inability to produce 
oranges. They refused fairly to meet the objection that argu-
ments, which prove that nothing but good can come from a 
constant tnterchange of product between temperate and tropical 
regions, do not prove that it is for the interest of the world 
that the artisans who are fed on American grain and meat 
should continue always to work up American cotton for 
American use three thousand miles away. Finding that their 
case was not fairly met, the Protectionists naturally thought 
it stronger than it was, and honestly exaggerated it in every 
way. 

Looking back then, it is easy for us to see that English 
economists made a grave error of judgment as to the proportions 

. of one leading problem of their own age, though not of their 
own country. They misjqdged the needs no less than the 
potentialities of backward countries, and especially of new 
countries. They took too little account of the fact that, though 
anyone county of England, which had latent resoUrces and 
faculties for an advanced industry, would attract that industry 
to itself from other counties; yet what is true of counties is not 
truB of countries. 

If the neighbourhood of coal and other causes concentrate 
those English industries in which man's command over Nature 
is rapidly increasing, chiefly in the middle-west, the benefits 
arising from this new power are in great measure spread over 
the whole country. Those born in Devonshire and SusseJt who 
have a turn for the risin~ indq.stries, can ~enerany remove to them 
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APP. B,4. without snapping their main ties as human beings. But a new 
country may be dominantly rural; may lack the stimulus and 
culture of a nervous town life, and have no access to the 
economies of manufacture on a large scale: she will then derive 
comparatively little consolatjon from knowing that there are 
busy hives of industry and thought in remote lands. 

The failure of English economists to allow for the special 
cll:cwnstance9 of new countries did not end here. They 
saw. that Protective taxes in England had raised the price of 
wheat by their full amount; because increased supplies of it 
could be raised in :F;ngland only at a more than proportionately 
increased cost of labour. They saw that the high price of 
bread had kept a large part of the population on insufficient 
rations, and .had -enriched the rich at the expense of a much 
greater loss to the rest of the nation. They saw that this 
loss had fallen upon those, who were unable to lose' material 
wealth without also losing physical, and even mental and moral 
strength; and that even those miseries of the overworked 
factory women and children, which some recent writers have 
ascribed exclusively to recklessness of manufacturing com
petition in its ignorant-youth, were really caused chiefly by 
the want of freedom for the entry of food. They were convinced 
that the benefits claimed for Protection in England..were based, 
without exception, on false reasoning; and they fought against 
it with the honest, but also rather blind, energy of a rehgious 
zeal. 

Thus they overlooked the fact that many of those indirect 
effects of Protection which aggravated then, and would aggravate 
DOW. its direct evils in England, worked in the opposite duection 
in America. For, firstly, the more America exported her raw 
produce in return for manufacture, the less the benefit she got 
from the Law of Increasing Return (i.e. the law that manufacture 
on a large scale is more economical than on a small). Thus her 
case was contrasted with England, who could manufacture more 
cheaply for her own use the more of her manufactures she sent 
abroad; and for this and other reasons, a Protective tax did not 
nearly always raise the cost of goods to the American consllUler 
by ita full amount. 
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5. It does wt appear that OJny eminent economist main. APP. B, 5. 

tained a position of hostility to tke Factory Acts j though 
they were bitterly opposed by some writers who had a super-
ficial knowledge of economicSl 

A reproach is sometimes brought against the British move
ment towards free trade, to the effect that the economio 
principles on which it was based, led to a condemnation of the 
Factory Acts. 

It is to be observed that neither Ricardo, nor any other 
member of the great coterie by which he was surrounded, 
seems to have been quoted as opposing the early Factory Acts. 
It is however true that Lord Lauderdale, a brilliant free lance, 
keen withal and suggestive but erratic and wistable, opposed 
the Bill of 1818 in the name of "the great principfe of Pohtical 
Economy that labour ought to be left free.'" The BIll was 
chiefly concerned with the conditions of work of young children: 
and J. S. Mill may have had this contention in mind when he 
remarked, that however undesirable it might be to interfere 
with the freedom of labour without due cause, it was clear 
that "freedom of contract in the ca$le of young children is 
but another word for freedom of coercionl ." 

The most eminent economists in the period intervening 
between Ricardo's age and J. S. Mill's great work on econOmICS, 
were perhaps Tooke, McCulloch, Newmarch, and Senior. The 
first three, though they wrote mainly on business affairs and , 
said little on the human side of economics, were supporters of the 
acts. Tooke was the author of the celebrated Merchants' Petition 
oj 1820, which initiated the movement for free trade, and the 
founder of the Political Economy Club: he superintended during 
many years the official investigations of the conditions of work 
in mines and factories, which resulted in reform. Newmarch, 
his coadjutor in the later volumes of the History oj Prices, 
wrote (vol. v. p. 421) that it was "difficult to overestimate the 
importance of the factory acts." McCulloch, at :whose bourgeois 
attitude Carlyle gibed with more eloquence than knowledge, 
endQrsed their policy (Ihctionary, p. 43). 

1 See Mill'. P ... flCtples, v. n. S. Lauderdale'. remark is quoted by Smart. 
E __ I() Annal8, 1801-1820, p. 668. 
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APP. D, 5 Senior had. perha.ps a stronger mtellect than any of these: 
a.nd he was made Professor of Political Economy at Oxford, on 
the ground of h18 reputation as a very able man, with great 
knowledge of the world. He accepted the office, holdmg that 
though in other sciences a man must travel fa.r before he was in a 
posltlOn to form a good opimon of his own, III pohtical economy 
he could speak wlth confidence, when he had mer('ly walked 
"to the end of his garden." After a five years' tenure of office, 
he passed to other work; and, when reappomted after an mterval, 
he had learnt that economic problems were not simple; and he 
made bnlliant contributions to the SClence. In hiS earlier phase 
he ha.d opposed the Factory Acts: in hiS later phase he was one 
of their heartiest supportersl. 

These facts r:use suspiCIOn that the term "economists" 
must have been used in a sense in which it referred, not to the 
lea.ding students of economics, but to polIticians and others 
who affected to speak with economic knowledge, though with 
but a slight foundation for their clrum. It 18 to such men that 
Greville refers in a passage which has been frequently repeated, 
and has even been used by economic authority of the first rank 
as sole and suffiCIent eVidence for the statement, that Enghsh 
economIsts generally had eagerly opposed factory legislatIOn: 
that is to say, it is taken to refer to the chief students of 
economics at the time, whereas in fact it refers exclusively to 

1 There seems to be some reaSOn for thinking th .. t, in !us earher pha"", 
Semor fen mto .. rather common mistake as to the effect. of such .. change as 
.. compulsory reductIOn of the hours durmg whICh manufacturers kept their 
machInery at work. He seem. to ha.ve aseertamed "by observatIOn" that the 
total net profits oa.rned by many m,ll. chd not exceed the 10 •• winch they would 
meur if compelled to reduce by an hour the tune durmg which the machmery 
was runnmg, and to have converted tlus result mto the conclUSIOn that those 
mula would make no net earnmgs ,f thelr hours were thus reduced. And yet 
it was well known that Robert Owen's bnlliant experiment at the Lanark Jl1illa 
claimed to ha va pro vea that the mcreased energy and ca.re With whICh operatives, 
and e.pemally chtldren, worked for .horter hours, mcre".ed th" output per hour 
greatly. And It wa. known that, even If .. somewhat reduced output had resulted 
from the change, the manufacturers would have recOlved some compensatIOn, 
because the prIces of the,r products would certamly have risen somewhat, both 
In the homo market, and 10 those numerous foreIgn markots of wluch England 
had .. firm hold It was not pOSSIble mdeed to be certam how far these palhatlvea 
would reach. But to IgIlore thAm altogether was unreasonable And, m .. ny 
c ... e, it was wrong to c]Mm for Ius oonclusIOn, as SeDlar "pp."r8 to have done, 
~h .. t It was based on dlrect observation 



FACTORY ACTS ACCORD WITH ECONOMIC PRINCIPLES 765 

members of Parliament. Speaklllg of the 1844 debate on the APP. D,6 

"Ten hours' bul," he says' "Some voted, not knowlllg how they 
ought to vote. Melbourne 18 all against the bill; all the polItIcal 
economISts of course: Lord Spencer IS strong against himl." 

This use of the term "economist" is not unknown in our 
day. It was adopted by those who, desirous of "keeping down 
the rates," organized themselves to oppose hberal public ex
penmture on the education of children; ignoring the fact that 
those who were giVlllg their main energies to the study of 
economics, much as they might differ on other matters, were 
to a man convlllced that parsImony in popular educatIOn is 
uneconomical and even wasteful The following extract from 
a leafing organ of publIc opInion when the case "Regma v. 
Cockerton" had made promment the questIOn whether rates 
mIght be leVIed to defray the expense of contmuatIOn schools is 
in point: "the judgment will not result in justifymg eIther the 
elation of the economIst or the despair of the educationist" 

And a slIDllar misuse of the term had found vogue m the 
discussions on the Factory Acts. Thus" Mfred" wrItes: "There 
had arisen in thIS country a school of polItical economists who 
professedly pointed to The Wealth of N atw'118 as the text book 
of theIr practIcal phUosophy, though they as a rule omItted to 
state that that celebrated book contamed contradictory doctrines; 
they preferred popularizing the portIOns of Adam Slllith's great 
work, which supported what they beheved to be theIr own 
interests, falling to take any notice of portions of the same 
book fundamentally opposed to theIr favourite dogmas. These 
polItICal economists were 'on prlllciple' opposed to all state 
interference between labourers and capitalists2." There can 
be lIttle doubt that "Alfred" has MISS Martineau in mind. 
W. Cooke Taylor refers to her "The Factory Controversy" 
as to be studIed WIth great advantage for a knowledge of 
"the doctrme of the orthodox economists3." She wrote a 

1 Grevtlle, M emo'~8, vol v p 241. 
I H ,story of the Faoto~y Act, p 115. This, the standard work on the 

subject, 18 attrIbuted to Samuel Kydd. MISS Martmeau'. 8o1d was a.cknowledged 
bv a conslderable present from manufacturers. Her slmple dlCtion, her hunesty 
of purpoae, and her lack of SCIentIfic Oa.Pllo01ty, combmed to make her .. good 
Instrument for theU' purpose. 

• Mod~n Faolory Sll8tem, p. 397. 
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UP. 11, Ii. series of tales designed to enforce what she thought were 
economio doctrines: and, describing her preparation {or the 
work she says: "In order to save my nerves from being over
whelmed by the thought of what I had, un4ertaken. I resolved 
not to look beyond the departmeni on which I was engaged l ." 

Now everyone who has endeavoured patiently and thoroughly 
to work to the roots of economic problems, has learnt that so 
maJU" lines of communication run from every one of them to 
others, that no sound opinion on any of them, which is not 
exceptionally simple, can be formed, without 8 considerable 
knowledge of economics as a wholeS. 

1 AutobIography. L 194-
a A short statement to the etfeot of tlus Section has been already made in 

my PnflCiplu. Appendix B. 



APPENDIX Fl 

THE ZOLLVEREIN 

1. Tltough tlte first fruit of German'll' 8 consciousness of APP.P, J. 

her unit'll was a desire for commercial federation, yet pa1·-
ticular interests ruled many of "tlte devious steps by which 
the goal was tdtimately reaclted. 

Stein's hberatioD. of the peasant from the yoke of customary 
service, and List's striving to hinder the merchant from im
portmg English and other wares which might enter into 
competItion with the weak manufactures of Germany, were 
in outer appearance movements in opposite directions: the 
one increased economic freedom, while the immediate tendency 
of the other was to check it. But they sprang from the same 
roots and their ultimate tendencies were in harmony. 

The only part of Germany in which manufactures flourished 
vigorously early in the nineteenth century was Saxony; and 
perhaps partly as cause, partly as effect, she alone adopted the 
pohcy of free trade. By aid of the splendid system of education 
which she pioneered, she was able to hold her own in competi
tion with British hosiery and other manufactures, in spite of 
her scarclty of capital, and her partial adherence to old fashioned 
methods!. Prussia and several other states, which had much 

I Thl~ Appendb: is associated WIth I, VU, I, 2. 
I In 1812 more than a quarter of her spmdles were worked by horses and 

other cattle; more than an eIghth by hand, the remamder only hemg drIven 
by water. Pohle. Entwlckelung rle8 deutschen W.rtschaftslebens 1m 19 Jakr
hunderl, p. 12. In 1845, when Saxon hOSIery had almost driven English out of 
American and many Contmental markete (partly mdeed because of cheapness 
attamed by a very large UBS of cotton as a materIal), an Enghsh hOSIery 
manufacturer reported (eVIdence as to Frame. Worker Kruttera collected by 
Comnusllloner Muggerldge, Q. 2819, 2820) Saxon operatlves to be "much hetter 
clad and have a much more reputable·appearanoe than the same class of opera
tIvea here, bemg muall hetter eduoated," though thetr average wages were 
from 3s. 6tl. to 48. 6tl. weekly. 
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UP. :P, 1. through traffic, were inclined to facilitate the internal trade of 
Germany; but nearly all desired to levy taxes on imports of 
foreign manufactures, especially hom the rich and highly 
equipped ,factories of Britain. They were able to make strong 
points of the "slaughter sales" of British goods in theIr 
markets, in times of commercial distress': 'and to insist that the 
British sliding scale tax on imported wheat, caused violent 
fl.u~tuations in the price of wheat in many parts of Germany, 
Without attributing malignity to these actions, they were 
willing to' give ear to such declamations as'that of List, whe~ 
he declared that between 1820 and 1840 the Germans had 
been to no good purpose "debased to be carriers of water and 
hewers of wood for the Britons: they were treated even worse 
than the down-trodden Hindu1." Therefore it was inevita.ble 
that internal free-trade should be combined with a broad 
moderate system of duties on imported manufactures', 

_ In one sense List was a £ree-trader: for he believed that the 
restrictions of the Zollverein as regards external trade would 
ultimately prepare the way for 8 perfect freedom of trade on 
the part of Germany, when she had grown to full strength, and 
could speak in the gate on even terms with England. And 
another South German, the economist Nebenius, a chief advo
cate-Roscher says the chief advocate-of the Zollverein, was 
an adherent of the English classical school, and regarded the 
astringent element in the Zollverein as a. medicine, needed by 
a temporary malaises. 

1 See Roscher, GescMchte dw NatwrudOkononuk itt Deul8ckland, pp. 965 
and 973. ' 

I The belief that German customs officials could not be trusted to form a 
good opinion as to the v&lue of imported goods pushed simplicity to absurwty. 
Some thmgs were not taxed at &11: of the remamder all but 43 were charged 
lB. tid. per owt., Without any reference to their value. Each of those 43 had Its 
own rate of taxation per cwt., With the promise tha.t the charge .howd never be 
more than & tenth of the va.lue. But that value was taken from fine quaJ.itle& 
of the goods: so the coarse quahtles destined for the poorer consumers acme· 
tlIDes p&ld taxes equ&l to their values. Bowring, EVIdence before the CollllIUtteo 
on Import Dutles, 1840. Q. 793. 834 • 

• Roscher &ays (l.c. p. 960): "If List rendered the service of making eo· 
called pubhc oplDlon receptlve of the thoughts of the Zollvere1O, though mdeed 
only on la.rge va.gue hnes, and 10 a way tha.t must ha.ve been more deterrent than 
a.ttraetlve to statesmen; yet lu& contemporary Neberuus was the first to give 
Vltahty (Lebffl.8Jalugked) to the same thoughts by a practJ.cal formulation of 
them that cl&lmB our adnuration. .. · He is je&lous lest any &usplClon should 
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Although the tendencies which were working an over API' 1', 2. 

Germany towards unity were largely idealist and even spintual, 
yet the main driving force came from- the needs and the 
ambitions of Prussia. Her position was exceptional: for het 
territory consisted of some seventy fragments; and her frontier 
lines were, in the aggregate, about eight times as long as those 
of a fairly compact country of equal area. She therefore eagerly 
desired a fusion, at least so far as trade was concerned, of her 
territory with that of the adjacent states. The patriqtism alId 
the broad ambition of the rulers of Prussia combined in "the 
mst step towards what is called the Germamzation of the 
peoplel ." 

2. The general drifts of the German tanf subsequent 
to the full establishment oj the Zollverein. 

Up to 1865 the taxes levied on imports by the Zollverein 
were generally high, though seldom extravagant. But there 
then set in a movement towards free trade, stimulated by the 
continued prosperity of England under her free-trade regime, 
and the sudden prosperity of France under the relatively 
lIberal tarif which she had adopted in 1860. We have already 
noted that England's prosperity was partly due to exceptional 
and transitional causes: and the splendour of France under 
Napoleon III was partly the result of lavish borrowing. But 
neither of these facts was noted at the time; and the valid 
arguments in favour of free trade were exaggerated by Prince
Smith, and the oth~r members of the so-called "English" 

rall on Iua hero of be10g a follower of Adam Smitb, or a friend of England. 
He says Nebemus even rejOiced at the advances of RusSla in AS1&, because they 
were injurious to England, ib. p. 965: but he 18 revolted by List's recklesa 
Dll81'epresentafaona of Adam Smith and England. _ 

A good acoount of the ZollverelO 18 given in P. Ashley's Modem PanJ/ 
HIStory. See also M1sa HIrst's lAJ. oj lABt; and Eckert, Zu. Vorgeacluchte deB 
deulBclam Zoll1lerft'118 10 Schmoller's Jahrbu.ch XXVI., especially p. 101. 

• Bowr1Og's Reporl on the Prus81an Oommerclal League, 1840. Prussia Yielded 
at every pomt good bargams to those, who lomed her Umon; and she put some 
pressure on those, wruch remamed ouwde, by chargmg high tr&nS1t duties on 
goods passmg through the Umon to the sea and elsewhere. 

Of oourse Saxony wal very unwillmg to come IIl. But her manulacturers 
even then wanted a good vent for thelr hoSlery; and the King could not resist 
the money, wruch would make rum independent of rus Parhament (Macgregor 
ID evidenoe bofore Committee on Import DufaeR, 1840, Q 368). 

111.1.1'. 
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UP. P, 2. financial school in Germany. Bismarck also favoured the move
ment on political grounds; because it would oppose an a.dditional 
obstacle to the entry of Austria into the Zollverein. The 
movement was sustained for twelve years: and 1865-1877 may 
be regarded as a time'of rela.tive free trade. 

The reaction which began in 1877 was the result of many 
causes. The crisis of 1873-4 had affected France but slightly; 
because the inflation, which preceded it, had found her in a 
Chastened spirIt: and it struck Germany very hard because her 
military successes, and the rush of fresh capltal, obtained through 
the war indemnity, had thrown her people o:ff their balance. 
Business men formed extravagant expectations, discounted them; 
and then launched into large enterprises and speculations, for 
which the resources of the country were as yet insufficient. The 
subsequent depression lasted long: and its burden was exagge
rated in appearance by a fall in prices;, which was caused partly 
by the adoption of a gold standard by Germany and some other 
countries, partly by a check to the yield of the new gold-mines. 
Thus there was a great "over-production," in the sense that 
many industries had increased their productive plant to such 
an extent that their products, while in full work, exceeded the 
amount which the public would buy, when credit had been 
shaken, except at prices much below those which had been 
expected when the plant was Bet up. Consequently people were 
willing to listen to suggestions that the home market should 
be protected in the interests of producers against the incur
sion of foreign goods. The depression of prices was general: 
English and other manufacturers were forcing some of their 
goods at abnormally low prices on the German market: and 
this intensified the demand for Protective tarus. 

Further, the Imperial revenue was inadequate to the demands 
on it. To levy increased contributions from the separate States 
would cause frictlOn; dimmish the freedom of the Imperial 
Government; and be open to the objection that, bemg assessed 
in proportion to population, they pressed unfairly on the poorer 
States. Bismarck was never a convinced free-trader; and he 
used the discontent of the manufacturing classes as a lever for 
raising the tari! to as high a level, as was consistent with his 
dominant aim of obtainmg incr~ased revenue. It was not an 
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extreme, or so-called "prohibitive" tarif: and it was in part .lPP ., a. 
"educative"; that is, designed to carry weak industries through 
their early difficulties in competition with older rivals in 
England and elsewhere .. But it was also largely governed by 
parliamentary exigencies even at the outset: and, as time went 
on, these became very powerful. In particular, the leaders of the 
heavy iron an~ steel industries made common Gause with the 
leaders of agricultural industries in support of high import 
duties on metals, and on those lands of agricultural produce in 
which large landowners were most interested. 

This drift continued long and brought a general increase 
in nearly all import duties, the chief exceptions being for raw 
materials. Germany's neighbours followed suit and raised 
their taw f\lso; partIy because they were influenced by her 
example; and partly because, rl their trade with her was to be 
restricted by taxes, they thought it well to secure as large a. 
part as possible of the revenue from those taxes. Thus the 
policy of commercial agreements, both general and specia.l, 
became increasingly prominent. The chief of the general 
agreements was the" most favoured nation clause," whereby each 
party to a treaty bound itself to give to the other at least as 
favourable treatment as to any third country: while special 
clauses were continually abating the severity of certain items of 
the general tarif. But on the whole its pressure increased till 
1891 i when Count Caprivi arranged treaties, mostly for ten 
years, by which great reciprocal concessions were made between 
Germany and some other European countries. Though there 
was a bitter tarif war between her and Russia in 1893, her 
foreign trade in those ten years was rather more free than 

. between 1879 and 1891; but much less free than between 
1865 and 1871. 

Meanwhlle, however, various causes had increased the 
dependence of the Imperial Government on the pohtica1 
support of the landowners of North-East Prussia: they urged 
that Germany's food should be grown under the protection of 
German cannon; and that the population of the agricultural 
distriCts, and especially of the military provinces in the north
east, should be induced to stay on the land. In concert with 
the leaders of the iron and other staple trades, they induced 
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A.PP. 1', 2. the Reichstag to pass in 1902 a bill providing for an extremely 
high tarif. Its details were however 80 arranged that it en
richea the great landed proprietors, who raised broad crops of 
grain largely by akl of Slavonic migrab.t labourers; but at the 
same time injured on the balance the small cultivators, who 
raised very little grain as II rule. 



APPENDIX G1 

EARLY INDUSTR:(AL CONDITIONS AND FISCAL 
-POLICIES OF THE UNITED STATES 

1. The course oj internal and e:K:ternal trade was for long APP. 0, 1 

governed mainly by difficulties oj communication and by 
scarcity oj capital. But steam traffic opened European 
markets jor wheat, and the people moved to western prairies. 

The Plantations in America were at first little more than 
patche~ on the coast, and in the neighbourhood of a few rivers. 
Their industries were nominally restricted by the stringent 
prohibitions of Mercantile statesmen at home to manufacture 
anything which English manufacturers wished to sell to them. 
But these prohibitions could not always be enforced: indeed 
many of them were probably not expected to be. America was 
not ready for the finer branches of manufacture: but the 
simpler clothes and utensils used on farms and in the villages 
could be, and were, made largely in the winter months from 
native material by local labour. For indeed, when machinery 
was still simple, nearly everybody even in English villages was 
an agriculturist during three months in the summer: and in 
the depth of winter nearly everybody ~elped to make or repair 
the rude predecessors_ of things which the modem farmer buys 
of the ironmonger, the clothier, or the dealer in bootsr hamess, 
or furniture2• 

1 ThIS AppendI,.; is associated with I. vm. 
I In 1800 there were m the States but 8lX Olties, each containmg more than 

8000 mha.blta.nts: together they had about 200,000 inhabitants, or a twentIeth 
of the population. In 1900 there were 54<) suoh cItIes WIth an aggregate popu· 
lation of about 25,000,000, about a thIrd of the whole populatIOn. 

The orudIty of the economlo hfe of the poorer agncultunsts is the starting 
point of Dr Qumta.nce'. Influence oJ J- machsnery on product.on <1M labor, 
1904. He "'Y8 (p. 2) on the authorIty of Mr McMaster: "The poor wlutes 
of Vlrglllla in 1790 hved m log huts WIth the oIun.ka .tufted WIth clay: the 
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UP. G. 1. The soil and climate of the Atlantio border were not very 
favourable to the production of grain, and its transport to 
Europe was costly; willIe meat of course could not be exported 
except in salt. But the forests of New England still supplied 
the materials for ships, which could mo,re than hold their own 
against any other of equal size: and it was not by accident that 
America built the nrst effective steam-boat. That boat was 
clear notice that the New World was about to become a teacher 
01 Europe in industry: but in fact preparation for that task had 
been long in progress. 

In the old world a man, who happened to be a little raised 
above his neighbours, could get them to work for him at low 
wages: but in America. he could not; so he turned his shrewd
ness to labour-saving inventions. His affairs were generally on 
a small scale; and his inventions penetrated down to petty 
domestic difficulties. It is therefore easy to see the humorous 
side of many "Yankee notions": but the spirit which lay at the 
baak of them was pregnant with great things. It was the spirit 
of protest against the servitude of free man to dull, heavy work. 

Here may be noted a strong coutrast between America. and 
Europe which was prophetic of the future. England continued 
well into the nineteenth century the old practice by which 
industrial centres had endeavoured to maintain a monopoly of 
their skill and knowledge; and she prohibited the exportation of 
machinery and the emigration of skilled artisans: so Europe 
smuggled in the machinery, and copied it with the aid of 
imported artisans. America did not disdain to do the same on 
occasion. But she preferred to find out what was the human 
task which an English l!lachine had taken over, and to re-invent 
other machinery for herself; and. this in some cases turned out 
to be better than the Enghsh. 

walls had no plaster; the windows had no glas8; the furniture Wall such all they 
had themselv-e8 made. TheIl' grain WIIB thrashed by dnv-ing honea over it iu 
the open field. When they ground It, they used a rude pestle and mortar: or, 
placed in the hollow of one atone, they beat it 'WIth another." See also 
Weeden, Eccmom.c ana80c,al history 0/ New England. 

Marshall's DigeJJ!, A.1>. 1833, POlDts out that the c'tports of grain and other 
agricultural produce from the Uruted States fOl the twenty years 1806 to 1826 
were less than those of Ireland: much went to the West Inules, and WIIB p8.Jd 
for by sugar-bIlls draWTo\ all London. • 
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Early in last century Jefferson prophesied that the West APP. 0, 1. 

would not be settled for a thousand years. Few people were as 
capable of forming as good a judgment on the matter as he 
was; and that he was so wrong, shows only that he did not 
antIcipate the nature of the forces which were to weld together 
the East and the West. It is dlfficult for us to think ourselves 
back into his world, where those forces were as yet not 
dreamt of. 

In 1800 there was very little population west of the 
Alleghanies: but in 1830 the populated area to the west of 
them was larger than that of the east. People crossed them 
by rough roads; and, as soon as possible, betook themselves to 
rude barges on the Ohio and its branches. They came upon 
fertIle land, but theIr produce could not go back by the way by 
which they themselves had come: so it was marketed south
wards; an~for some years the Middle West was bound to the 
Southern rather than the Eastern States1• 

In 1825 the Erie Canal brought traffic from the great lakes 
to New York, and other canals were contemplated for uru.ting 
the Mississippi valley with the Atlantic. But at that very tIme 
the .. applIcation of steam to the navigation of the land," as 
Cobden said,. was bringing to bear that great economic force 
which was to make Jefferson's prophecy appear foolish: there 
were 3000 miles of railways in 1840, and 30,000 in 1860. 

Meanwhile the Irish famine, the European ferment of 
1846-8, and the fame of the abundant rich land and the high 
wages to be had in the United States, had swollen the tide of 
immigration; and the repeal of the English com-laws had 
opened the prospects of a large foreign market for wheat. The 
more enterprising agriculturists moved westwards, leaving farms 
in the east to be had by immigrants almost for nothing: they 
themselves sought the richer land of the Mississippi valley, where 
the soIl would yield almost continuous wheat crops, when indulged 
by occasional fallows. This was the first of those great move
ments of the more adventurous part of the population, which 

l As Prof. Emery points out, the MIddle West might perhaps have SIded 
Wlth the South in the great ClVlI War, If that had taken place hefore 1850 
(Camhnage Modern HIStory. vol. VII p. 695). In early tunes the Amencan'a 
aense of patrlotmm was mamly dtrected towards his own State. 
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4PP. 0, 2. caused them to multiply mo~e rapidly than their fellows; and in 
this and other ways endowed the nation with enduring vigour 
and growth. The ranchman indeed has marched ahead of the 
wheat farmer; but the large ~reas. over which his cattle roam, 
have found-occupation for only a few men, and very few of these 
ha~e had homes of their own. To the wheat farmer, on the 
other hand, "the acquisition of the home, not the market, has 
b_e!l.n the primary impelling forcel ." 

- Th,e mere wheat farmer does not require, nor even find much 
use for that technical knowledge which is almost essential to 
mixed farmingz: The experience of his immediate neighbours, 
who know the ways of the soil and the climate, is generally II 

better guide than traditions brought from the old world. He 
is called on only to be brave, alert, and willing to work hard 
for a deferred reward. Without these qualities he is not fit to 
be a pioneer: lrith them, he has a fairly secure prospect of 
leaving behind him a well-to-do family strong in mind and 
body . . 

2. Protective tarifs in favour of American mamifac
tures were originally advocated as an investment of national 
capital in national education, which would bring rich re
turns in the future. 

The early fiscal policy of the country was intimately con
nf)cted lrith her early industrial structure: the present brief 
account" of it was originally intended to accompany a study of 
present fiscal policies: but it is kept in this place for reasons 
!iXplained above (p. 12). 

The keynote of the claim of early American protectionists 
was set definitely in 1789 by Hamilton's often quoted argument:
.. Though it were true that the immediate and certain effect of 
regulations controlling the competition of foreign with domestic 
Ifabrics was an increase of price, it is universally true that the 
Icontrary is,the ultimate effect of every successful manufacture. 

I See Mr Powers' weighty testimony ;n the ReporC 0/ Ike bulUJllnol Com,. 
1 mi8B'on, vol. x. p. 180. 

• Nea.rly the sa.me ma.y be _d of "com" (i.e. ~a.ize);,whJeh ill the pioneer 
crop for some solls and chmatello It ill favoured by the negro populatlon: and 
18 now the heaVIest gram crop in the States, but its influence (Ill eoopo,wio 
.development has been much 1esa than tha.t of whe~ 
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When a domestio manufacture has attained to perfection, and APP. a, 2. 

has engaged in the prosecution of ill a competent number of 
persons, it invariably becomes cheaper. Being free from the 
heavy charges which attend the importation of foreign com
modities, it can be afforded cheaper, in process of time, than was 
the foreign artICle for which it is the substitute. The internal 
competition which takes place soon does away with everything 
like monopoly, and by degrees reduces the price of the article 
to the minimum of a reasonable profit on the capital employed." 

Here, as in The Wealth of Nationa, stress is laid on the 
force of acquired skill and high organization, rather than on 
that of large capitals. And it is to be remembered that that 
lack of acquired skIll, for which Hamilton demanded an artificial 
remedy, was itsell in large measure- an artificial product of 
selfish Mercantilist Protectionism by the English Government 
in the days of its power. But yet his argument· was not to 
bear much fruit till a new quarrel had arisen between England 
and her old coloniesl • 

For up to about 1807 America's rapidly growing merca.ntile 
marine was earning very high freights in the carrying trade; 
and she had eager markets at high prices for food in the West 
Indies, and for food and timber and othet reqnisites of war in 
Europe. This gave her merchants a great command over 
European goods, in which English textiles took a large place. 
Enghsh cloth was indeed not able to pursue triumphantly rough 
cloth woven from home-made yarn into its crevices in the 
industrial system: but it met American factory-made cloth on 
nearly equal terms in open market, and could beat it there. 
During all this time the maritIme provinces were more interested 
m trade than in manufactures, and their political influence went 
mainly, with that of the South, in favour of free trade. 

But in 1807 commercial quarrels in Europe had begun to 
stretch across the Atlantic; and in 1812 there was again war 
between England and her old colony. From 1807 to 1815 
English goods were excluded from American markets more 

J Considerable proyreoa had however already been achieved by simple ill· 
dustr,es even UDder that hard rule: and the !.tat of the iIlduatriea described by 
Prof. Dewey, F'flG1IC'~ HI8/orrJ oJ 1M Un.ted Statu, pp. 77-8 as existIng lD 
1789 is large and V8.1'101do 



778 EARLY ",AMERICAN INDUSTRY AND TARlE POLICY 

APP. 0, 2. thoroughly than they would have been by a very high Protective 
tara. Capital and enterprise, driven from the sea, turned to 
home industries, and expensive plant increased apace. New 
England, whose industries had been overshadowed by her com
mercial and shipping interests, swung round through a neutral 
attitude to one of gradually increasing eagerness for fiscal 
legislation on Hamilton's lines. In 1816 the first systematically 
Protective tam in favour of manufactures was adopted1• 

~ - The tam was raised in 1820 and in 1824: while in 1828 
a strange political combination led to one so extreme and 80 

ill devised as to cause a reaction. In particular the South was 
offended by it: and in 1833 it was displaced by a tam, which 
went very far in the direction of free trade. That was followed 
by remarkable prosperity, which however led to over-confidence 
and a severe crisis in 18372, 

On the whole the evidence seems to show that until about 
1825 th;re was much public spirit, and comparatively little 
sordJd self-interest, in the forces that sustained Protection to 
natl:Ve industry. The reason for this was that the people 
engaged in manufacturing industries, of such a nature as to 
benefit from Protective duties, were as yet not very nllnlerous; 
and they had not great weight at the polls: so that politicians, 
as well as others, were able to regard tam questions from the 
point of view of publio well-being rather than of particular 
private interests8• 

I There voted for it 17 Representatives from New England, and 23 from the 
South and South-west: wlule 10 from New England and 34 from the South 
and South-west voted aga.inst it. The DUddle and western State. ga.ve 48 votes 
for it, and 10 votes agaJnst It. See Dewey,l c. p. 163. 

11 The clumsy "ta.nf of abominations" of 1828, '11'8.8 suspected of being 
partly the work of people who wanted to mllke ProtectIon odIous. The 
"compromise ta.nf" of 1833 wa.s suggested by Henry Clay, who wa.s to 
become the lea.dmg parhamenta.ry advoca.te of ProtectIon, but thought It wa.s 
necessa.ry to appease the spirIt shown in South Carolma.'s "nullification ordi
nance" by wluch she declared the ta.nf of 1828 to be "null and void." See 
Dewey, l.c. cb. VIII. 

I Some exceptIons to thia genera.! statement will be found in Sumner's 
Pro!ectlO1l in the. U.S. Many interestIng deta.I1s a.s to the oonditlOns of mdustry 
from contempora.ry America.ns a.re gtven in Taussig's Tar./! 11Iet0l7N and others 
by American Witnesses are to be found in the BritIsh Ofticla.! Reports of the tinle. 
It 18 clea.r that in textIle work the America.ns were ha.mpered mainly by the hIgh 
price of ma.chmery, and the high rate of mterest which they ha.d to pay on loans: 
they eoonoDUZed machInery and la.bour '" using ra.ther beiter cottoD, tha.a lFM 
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The half century, of which 1833 is the middle point, is the uP. 11,11. 

chief battle-ground for advocates and opponents of "educative" 
tarUs designed to protect nascent industries: such Protection 
being claimed on the ground that they are required, (a) in the 
interests of mihtary and political security, or (b) in the interests 
of variety of social life and industrial oppor~unities. or (c) be-
cause they have so great undeveloped economies of production 
on a large scale, that sacrifices incurred for their educatIOn will 
be returned with abundant surplus to future generations. Both 
sides appeal t9 the evidence of facts, and especially statistical 
facts. But the facts are too complex, and the mterweaving of the 
results of dIfferent causes is too intricate for such a treatment; 
and therefore each side has been able to find in the facts that 
conclusion which it deSlled. 

Looking away from details to broad considerations, we can 
see that Protective tarifs increased the manufacturmg popula
tion relatively to the agricultural; and thus developed centres 
of complex and various social life and high culture, and provided 
an ever-widening choice of occupations for people of varying 
temperaments and capacities: but at. the same time they 
hindered the development of the agricultural resources of the 
country. This involved some retardation of the growth of 
commercial centres; which are nearly, though not .quite, as 
important from the social point of view as the industrial centres. 
So far there appeared a valid, but not a strong. ground for 
intervention by the State in favour of nascent manufactures, 
under the particular circumstances of time and place. And, of 
course. another prima. facie valid ground lay in the fact that 

used In England even for thole rough goods, which alone they attempted to make. 
The labour In the New England nulls was intellectually of the hJghest class that 
has ever gIven Itself on a large loale to such routine work; It appears to have 
been more effiOlent than the EnglIsh m all matters needIng merely promptItude, 
energy. and general Intelbgenoe; though mfenor in manual trammg: it was paad 
well. but not very hJghly patd in proportIon to its efficiency. The EnglIsh 
Commattee on Manufactures of 1833 was told that self· acting mules were aVOided 
because "labour a cheap and machInery dear" (Q. 2651); also that the Amenoans 
ohlefly used home·made machInery. espeolally for the coarser kIDds of goods. 
Large use was made of wood. beoause Iron was dear; and Amerioan contnvanoe 
had already enabled eaoh operatIve to oontrolseverallooms for the SImpler kinds 
of work. A ConneotIout manufacturer 8&ld to them. "In makmg fine yarn we 
lay _de all our advantages. and have to take up all our dua.dvantages" (se .. 
Q. 640. 2649-60, 2678-8). 
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Al'P. G,2. many, though not nearly all, manufactures had. great latent 
powers of economy through production on a large 8cale; and 
that those who pioneered the way had a prima facie claim to 
public: aid in the public interest. But unfortunately such aid, 
when given in the form of Protective du~ie8, is seldom free from 
serious indirect evils, economic, political and moral, which cannot 
be discussed here. A little may however be said as to some 
p<jcnliar features of the American controversy in the middle of 
the nineteenth century. 

The advocates of Protection to manufactures were able to 
argue that the main source of America's wealth lies in her 
great expanse of rich agricultural land very much more even 
~han in her mineral resources: that the farmers had been 
allowed to approprillte that land; and that therefore there was 
no injustice in compelling them to contribute to the building 
up of progressive industries, which would enrich them, or at all 
events those who inherited their properties. This end, if desir
able, might perhaps have been better attained by other means 
than those which were advocated by the manufacturing 
interests: but their ,rgument was not without force. The 
agriculturists could however reply that they, or their pre
decessors in title, haa only availed themselves of opportunities 
for ha.rd,.if not hazardous, ventures, which were open to every 
one: that no exclusiv& favour had been granted to them after 
they had once committed themselves to their tasks; and that 
therefore they were not in a similar position to manufacturers 
who asked for favours, which their predecessors in title had 
protested were not to be expected after the first difficulties 
had been overcome. "No one," said Clay in 1840, "in the 
commencement of the protective policy ever supposed that it 
was to be perpetual. We hoped and believed that temporary 
protection extended to our import manufactures would bring 
them up and enable them to withstand competition with those 
of Europe." And in 1860, when the tarif was again raised after 
Borne fluctuations, very little was heard about the need of edu
eatwg young industries. 
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3. Subsequently more stress was laid on instances of UP. G, 3 

malign wnderselling by British mamifacturers. Statistical 
evidence as to the injlUf1nC8 0/ high tarifs on national pro&-
perity is necessarily inconclusive. 

By 1860 the most prominent manufactures had emerged 
from their infancy; and obtained increased voting power at the 
polls by that very increase in their strength which lessened their 
moral claims to the support of the patriotic citizen. Politicians 
therefore had & strong motive for attracting the votes of those 
interested in manufactures, and espeClally those which could not 
claim the protection due to the weakness of infancy without 
provoking the amusement and the anger of the general public. 
Consequently they were compelled to fall back on arg1:l.ments, 
which had no special connection with the peculiar conditions 
of the rapid development of a Continent by an alert western 
nation: and these they found in exaggerations of the harm 
caused by the occa'Sional descent of some British manufacturers 
to the hateful practice of selling below full cost in America in 
order to crush rivals less amply provided with capital. 

Adam Smith protested against those Mercantilist practices, 
by which each nation strove to flourish through the misfortunes 
of others: and his chief successors held rugh the banner of 
international COmIty which he had raised. The common man is 
indeed apt to justIfy modes of conduct by his own country to 
others, which he would condemn as mean or oppressive in 
the relations of private hfe; and English manufacturers and 
statesmen have been ready to boast of the commercial injury 
whieh their policy would inflict upon other nations. But thiS 
temper brings its own penalty in the life of nations, even more 
surely than in the hfe of individup.ls. And amidst the new 
commercial problems which England is required to face at the -
present tlffie, attention may be called to the fact that the 
high ProtectIOnist policy of America, from which England has 
been a chief sufferer, was largely due to the sedulous spreading 
among the American people of stones as to her own ungenerous 
dealrngs, which had uufortunately some solid foundation. 

For instance great stress was laid by protectionist writers 
on the alleged fact that .. upon the adoption' of the first taIlH 
law in the United States in 1792, the merchants oI Manchester 



782 EARLY AMERICAN INDUSTRY AND TARIF POLICY 

UP 0,3. contributed $250,000 to be invested in goods, to be sold in the 
markets of the United States at low prices, or to be given away 
if necessary, in order to discourage the inv~tment of capital in 
manufacturing." 

Again List quotes fro~ an American official Report 
Brougham's saying in 1815 that "it is worth while to incur 
a loss on the exportation of English manufactures in order to 
stifi~- in the cradle foreign manufactures." And an American 
witness told an English Committee in 1833, that the English 
cotton manufacturers sent goods, that were a little out of fashion, 
to America to be sold for what they would fetch; "preferring to 
do it where it would do the most mischief to their competitors" 
and "with a view to breaking up the system of manufacturing 
in America1." 

Perhaps the most frequently quoted statement is one taken 
from the Report of the Committee on the state of industry in 
the mining districts in 1854. In England 'it never attracted 
much notice and was speedlly forgotten: but in earlier decades 
almost every American had it brought to his notice. It begins: 
"The labouring classes generally in the manufacturing districts 
of this country, and especially in the iron and coal districts, 
are very little aware of the extent, to which they are often 
indebted for being employed at all, to the immense losses which 
their employers voluntarily incur in bad times in order to 
destroy foreign competition, and to gain and keep possession 
of foreign markets. The great capitals of this country are the 
great instruments of warfare against the competing capital of 
foreign countries, and are the most essential instruments now 
remaining by which our manufacturing supremacy can be main
tained." 

It is probable that the injury done to American manu
factures by all these paltry processes of international warfare 
was small; and certainly less than that which has been worked 
in America and elsewhere by manufacturers and traders who sell 
below cost price in their own country, not undllr the goad of 
necessity, but with the deliberate intention of supplanting a 

1 List, National 8gatem, p. 87, and Report oJ Committee on Manufactures of 
1833, Q. 845-854. See also Carey, SOMal SCIence. L pp. 289-291. and 
Curtlss, Protection and F08persty, p. 408.' 
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neighbour. Such as it was, however, the injury roused a pa- APP. 0, 3 

triotic indignation, and was systematically exploited for the 
furtherance of their own ends, alIke by interested manufacturers 
and by disinterested advocates of a PrQtective policyl. 

Statistical evidence relating to our own times is apt to be 
distorted by personal bias, of which neither party to current 
controversy is willing to acquit the other. There may be 
therefore some advantage in attempting to gauge the difficulties 
of interpreting such evidence by reference to a notable con
troversy of past times. Now as then statements as to sales of 
imports below cost, with the malign purpose of ruining home 
manufactures, were commonly based on particular cases: but 
statistical evidence was brought to show that Protection raised 
national prosperity in general. 

A chlef dtfficulty arose from lack of agreement as to the 
length of time which elapsed between a tarif change and the 
full development of any of its good or evil results. For the time 
to be allowed would vary with the nature of the product, and 
also with the character of the good or evil result under discus
sion; and each case needed to be treated on its own merits: 
but on this point no agreement was reached, or even systemati
cally sought. And since tarif changes followed one another at 
intervals shorter than might reasonably be claimed for the full 
development of their results, advocates of free trade were apt to 
think that advocates of Protection attributed a benefit to a high 
tarif, which should more properly be put to the credit of a low 
tarif which preceded or which followed it: and vice versa. 

1 Muoh stress was l&ld all. tIus olass of facts m Thomson's National Economy 
(see espeoially p. 285). It was based all. Carey's work, and was the duef text
book of American ProtectlOrusts several decades ago. 

InqUIries made in Amenca in 1875 convmoed me that the relatlvely few 
cases of luch practlces as had occurred in an earber generatlon, had had some 
oonsiderable mfluence m ohecklng new mdustrlal experiments, through the effect 
wluch they exerCISed all. the unaglnation. For those who were contemplating a 
bold venture often knew their own stocks of capital to be small, and had formed 
exaggerated notions of the amount of ElI.ghsh capital ready to be devoted to 
underaellmg them. In Ontario at tbat tune the rISing manufactures were still 
weak techrucally and were poorly suppbed With capital: so It seemed olear thai 
there was real cause to dread the hostIle selling of American goods at special 
export prloes But there was no eVidence that the well estabhshed and rICh 
industnes of the Umted States had then any great oause for fear m tIus matter 
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APP. G. 3. Again the tarif did not affect directly more than a small 
fraction of the industry of the country; and, while its results for 
good or evil were being developed, other changes often occuned, 
which modified the bases of national prosperity. Such changes 
were the growth of the European demand for American produce; 
which was in some mea.sure dependent on changes in European 
tarifs, and even more on the development of improved means 
of transport by land and water, at home and abroad. Again 
changes in cunency and credit altered temporarily or perma
nently the real value of the money unit in which prosperity 
was measured; and so on. Disputants on either side were apt 
sometimes partially to ignore these disturbing causes, and 
sometimes to attach' to them vast importance. How could 
the questions thus at issue be decided! The most refined and 
elaborate analysis, the most patient and intimate study of details 
were needed. as ". preparation for the task: and though it may 
be over bold to say that the task can never be performed, it is 
certain that no one has claimed to perform it, who has realized 
any considerable part of its difficulty. For the present, though 
probably not for ever, it is true that in this matter "the in
ductive or historical method absolutely fails usI ." 

I This is the conolusion of Prof. Taussig's profound study (TanJ/ H.8/bry 0/ 
the Untletl BIaIe8. p. 122) in regard to the period m view. He contmues the 
argument; on silllllar lines down to recent times: but the issu.ea raised then are 
not appropnate to the present volume. 

It may be noted that Carey's 8ocial8cience and Grosvenor'. Dou Protection 
Prolset I, basing themselves on almost identIoal statements of fact, applIed them, 
the one to prove that nothmg but good had ever resulted from a high tanf and 
notbmg but evil from" low tanf; and the other to prove the exact OPPOSItes. 
I endeavoured on my return from America in 1875 to form an independent 
opinion by tracing in a book (each page of which eontamed a hundr~ honzontal 
ltnes. one for each year of the runeteenth century) ourves showing all the 
ava1lable and relevant statistiCS lor th.l Umted Stetes and other countnes; 
groupmg each class on ,,'t.lparate page. and wntmg across the page bnel state
ments of relevant events wluch were not In atatiatJcal form. That plan led me 
to the conclUSlon that each party to the controversy unool18C1Ously atretciled or 
compressed, 80 &8 to suit his case. the length of tune wluoh he lupposed to 
elapse bf;tw~ a partIcular tanf charge and its chief results. But in this 
matter, &8 well as 111 the neglect of lDlportant c&UBe8 re10vant to the issues under 
chscuasion, the laxity seemed greater on the l'rotecuomst than 011 the Free
t.rade 8lde. 



APPENDIX H 

TECHNICAL INFLUENCES ON AGGREGATION 
IN PARTICULAR INDUSTRIESl 

1. Influences o/way;Zea'IJes: raiJwaysj petrolewm. wells; An. B,l. 

water and gas supply and postal indtlStries. The mining 
industry. 

High roads have often been broken up into short divisions, 
each under a separate management; and bridges, which are 
vital links in them, have been private property. But in every 
case public authority has regulated the tolls which might be 
levied: for otherwise tolls at anyone link might be so heavy 
as to choke through traffic, and thus in effect to be taxes on 
all tlle neighbouring links. 

Railways were orif:,rinally designed as high roads: anyone was 
to be free to run a train in return for fixed tolls. But as the 
trains became faster and more numerous, and long distance 
traffio became more common, each company needed to have ex
clusive control of its own traffic; and ere long consecutive links 
were welded into a compact unit, with through trains and an 
organized time table for them. Such fusions increased the 
services which the railways could render to the public, and 
were generally welcomed. They were not open to the ob
jections, raised against a combination between parallel lines, that 
they created powerful monopolies: and indeed, by supplying 
new alternative routes between distant industrial centres, they 
often introduced effective competition as regards services, if 
not as regards charges, where it was much needed in the public 
interests. So the main lines have gone from strength to 
strength: they have increased in length, and their feeders have 

1 Tlus Appendu: is a.ssooiated WIth the second and tlurd chapters of Book II. 
Ita Introduotory relllAlki 118 to railway. refer bnefly to matte1'll chseussed more 
fulllin Book III. 
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UP. H, 1. multiplied. The consolidation of railways bas proceeded almost 
without interruption in nearly every country of the world, in 
which they are not all in the hands of Government; and 
the power of a great railway to starve out small independent 
railways within its domain has often proved irresistible, in 
spite of legislative efforts against it. 

The plant of great railways may of course become obsolete, 
and need to be changed. But (it being assumed that the aerial 
traffie;,m not supersede that on the surface of the earth) their 
position as landowners will ever increase in strength; and 
will, as a rule, be the stronger the longer their strips of land, 
and the more numerous the industrial centres which they 
connect. Improvements in the construction of ordinary roads 
may indeed enable nearly all detailed trade, and personal 
traffic over moderate distances, to pass in motor cars on public 
highways; but the hold of railways on long distance heavy, 
but rapid, carriage of goods and passengers silems not to be 
threatened. 

A petroleum well has much in common with the shaft of a 
mine: but when access to the surface is once provided, the oil 
generally rises to the surface automatically under the pressure 
of its own beds: and in many places the industry of crude 
petroleum is a transport industry, dependent in great part 
on long pipe lines. These need large way-leaves; and thus 
resemble in many respects the pipes and wires along which 
water, gas and electriCity travel in that large group of under
takings which are often deilcrib",d as practically "indivisible"; 
because a breach in continuity of transport would be very 
wasteful. 

The way-rights of this group of industries are essential to 
them, and make large use of public property. Therefore they 
have attracted the attention of Local Authorities; and are 
beginning to claim that of Central Governments. For instance, 
the bringing of water supply from Wales or the English Lake 
District to large cities in remote counties is apt to raise 
conflicts of interest among the various localities affected; and 
thus to give rise to large national problems. Simllar conflicts 
have arisen in regard to municipal tramways, when they shoot 
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out feeders into districts under the control of several Local UP. H, 1 

Authorities. But the ever enlarging enterprise of motor traffic 
on public roads is throwing such controversies into the shade: 
for it has concentrated the searchlights of public inquiry on 
the suggestion that the provision of a system of main roads, 
open freely to all, and extending over the whole country, must 
be regarded as a single transport business, so immense that 
the nation as a whole is alone fully quaWied to undertake it. 

Somewhat similar remarks are applicable to the great 
. transport and communication industries of the Post Office, 
Telegrapli and Telephone. The most costly business of all, that 
of national defence, is of necessity u.w.fied, so far at least, that 
Its strategy can be treated as a whole: and it is to be noted 
that strategy involves mobilIzation, that is transport and com
munication: and raIlways themselves, if not owned by Govern
ment, are necessarily taken under its control in war time. 

The command of all convenient routes of access to the shore, 
where it offers sites for deep-water berths, might be a source of 
great monopolistic power, were not the charges of docks con· 
trolled by public authority. Again owners of land surrounding 
a rich mine might charge way-leaves, which would absorb nearly 
the whole net profits of the mine, if the law had not prOVided 
against it. 

Although mining is commonly classed as a "productive" 
industry, yet, since the plant of a large mine is lIttle Illore 
than a long series of narrow railways through long tunnels, 
with a few shafts for vertical traffic, it is in fact very much of 
a transport industry; and unbroken continuity from the face 
of the working to the top of the shaft is essential to it. This 
may be a small matter if the rich veins lie near to the surface; 
and in such a case, a small mine can hold its own against a 
large one, provided it works for local consumption, and can be 
well financed locally. The main causes of the general increase 
in the size of mining concerns in old countries are, that the 
veins near the surface are becoming exhausted: and that 
improved and cheaper apparatus for hoisting, together with 
increased value of the product, causes shafts to be sunk very 
deep'; and deep shafts cannot pay their way without long lines 
of raIlway underground. 



188 TECHNICAL INFLUENCES ON INDUSTB.UL AGGREGA'IlON 

Al'~. a, a. 2. Electricity in the service of man. 
It is well known that the business of the military strategist 

is to bring fighting power to bear promptly and decisively on 
each critical issue as it arises: electricity enables energy to be 
brought to bear instantly where and when needed, not indeed 
without some limitations, but in general much more easily and 
efficiently than can be done by any other means; and this over 
bothJ~rge distances and smalL The expense of a copper cable 
of suffiClenti diameter to carry a large volume of electricity 
without much waste over long distances is indeed heavy. But 
there are already many cases in which electricity generated by 
water power, by the waste gases of furnaces, and by burn
ing inferior coal at the pit's mouth, is used to light far oft 
cities and to work railways, factories, etc. at a distance-. Rand 
mines receive power brought from several rather dlstant water
faUs: and it has even been suggested that Alpine streams in 
summer, and Rhine-Westphalian coal in winter (when most of 
the Alpine streams are frozen) willllupply electricity for a good 
deal of western Germany. The economic value of great waterfalls 
is indeed apt to be exaggerated, especially when little account 
is taken of the seasonal variations in their volume: but there is 
reason to believe that small streams, descending from great 
heights, may ultimately be an important source of energy 
available for domestio and industrial uses. Something may also 
be expected from the co-ordinated use of multitudes of small 
inexpensive windmills; and perhaps even from the rise and fall 
of the sea, provided that good and cheap means of storing 
electricity can be discovered!. 

The economy of powerful generating engines is of course 
within the range of the large manufacturer; and at first it 
seemed probable that the small manufacturer would have to 
pay a good deal mere for the energy, which he bought' from a 
central supply company, than it cost to his more powerful rival 

• The rise and faJl of the tides cannot be utilized Without disproportionate 
expense, I!&ve under very exceptwnal conditions. On the other hand (aa haa 
been observed above, p. 162) the sun's heat lI1&y conceivably be turned to account 
80 effectively as greatly to raise the economic strength of the tropical ZOne8 rela
tively to the temperate zoues; provided a supply ol1l'ater, or IIOme other coolw; 
agent, 18 BCCeIISlbIe.. 
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But in fact a municipality or private company, which supplies APP. B, 2-

a conSIderable distnct with electricity, can produce it more 
cheaply than almGst any other undertaking can (the chief 
exceptions being found where electricity can be obtained by 
turning to account the heat of waste gases); and it can supply 
energy with greater steadfastness and uniformity than anyone else 
can. It can produce cheaply because its numerous customers 
are likely to spread their aggregate demand for power not very 
unevenly over nearly twelve hours of the day: and therefore 
the maximum load for which the central supply has to 
make provision is much less than the aggregate of the maxi-
mum loads for which provision would need to be made by the 
individual consumers independently. Also it can supply a 
steady driving force; because the draft, made on its strength 
by the sudden starting of one of the heavy machines driven by 
it, is practically negligible in proportion to the total energy 
which it is producmg; while the same cannot be said of the 
private electrical supply even of a very large factory. This 
steadiness of work is especially important in regard to looms 
and other machines which need to be started smoothly at the 
same pace as that of their normal working: and the small 
textile manufacturer, who buys his elect~iClty, can use a 
separate motor for each machine more safely than can &!most 
any rival who makes his own electricity. 

It has recently been proposed by responsible persons to 
link up the whole country through central power stations 
placed at the most economical points and near coal. By this 
means it is claimed that fifty million tons of coal annually 
would be saved; and also a great part of the present immense 
cost of transporting coal large distances. There seems good 
reason to hope that some tentative steps will soon be taken 
in this direction. 

On the whole then it may be concluded that the advance of 
the electrical industries will help the small factory in competition 
with the large factory, and the workshop in competition with the 
factory, etc. The cheapness, handiness, and versatility of the 
implements, to which electricity can be supplied, may sometimes 
aid the poor man to make experiments at his own risk; and it 
may thus contribute to the maintenance of strong. independent, 
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APP. B, 3. individual character. In this it will cooperate with or perhaps 
supersede oil and gas engines, which are now its rivals in many 
uses. The importance of electricity in connection with l'ast and 
probable future developments of the technique and ownership 
of transport agencies and other businesses belongs to other parts 
of our study. 

3; --The erepansion of the carrying capacit1/ 0/ 'hips, 
and -of the business unit in the shipping industry. 

The services which water has renaered to industry and 
trade always have been so general as to be inconspicuous; Itnd 
therefore apt to be underrated. But water power was the first 
to raise hopes tllat mankind might be eased from severe toil 
by the benignant help of Naturel • Water power inaugurated 
the modern era; in which man directs while Nature does nearly 
all the hard work, and in consequence massive production has 
marched from victory to victory. No heavy commerce could 
be carried over long distances even a hundred years ago, except 
by water; and in some parts of the world wells are, even now, 
the most important forms of fixed plant. Water has ever been 
an absolute necessary to all, and has opened out large oppor
tunities for the wealthy. 

Ships have always been the largest things that have moved 
under man's control, for the same reason that the largest animals 
find their home in the seas. Nature's forces were first harnessed 
to the work when a boat was set to run before the wind, while 
man sat in the stern to steer with a pole. Sails were developed, 
and set to tack against the wind: ships increased in size 
and speed; and man no longer used his own muscles, even 
when aided by 8. windlass, to control the massive rudder. He 

1 As to the hopes raised by water power, Karl Man: quotee Antiparoe. a 
Greek poet, whose elegia.CB may be rendered thus: 
"Spa.re now your weary limbs. ye women that work at the hand-mill; 

Spare them, and Bleep while the oock croWl to awake you in vam. 
For the good water-nympha have undertaken your labour, 

And they hop lightly along over the Bpokes of the wheel: 
So that the great thmg turna on ita axle. ceaaelessly groanmg, 

Making the vast mill-atones grind out the nourishing com. 
Let us then live the hght lives of OUl' fathere, and reatmg from IaboUl', 

Gla.dly enjoy the rioh gift. granted by bounteous God&." 
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harnessed steam power in that work also, calling electricity to API'. B. 3. 

his aid for its easy transmission; and now he merely moves an 
easy handle, which directs the power to direct the rudder, to 
direct the course of a ship that carries the population of a 
good sized town with all their effects across the Atlantic in five 
or six days. For, when once a ship has become so large that 
almost every part of its equipment is too heavy to be moved 
by hand, every further increase of size must bring economies 
with it. A navigating officer can direct the course of a big 
ship as easily as of a small one. An increase in the size of 
winches and cranes driven by steam and electricity adds nothing 
to the difficulty, and not very much to the responsibility, of 
turning the handles which set them in motion. 

Meanwhile the improved organizatIOn of appliances for 
liftmg heavy masses, and sucking up grain in bulk from the 
hold of the ship to warehouses or railway trucks, enables the 
largest ship to discharge its old cargo, take a new one and 
depart in less than a quarter of the time that was required by 
a small ship fifty· years ago. Therefore large ports which ac
commodate very big ships, and can supply a continuous large 
stream of passengers, or goods, or both, have an ever increasing 
advantage over smaller ports: and so on. 

This tendency is of course most marked in regard to long 
distance traffic. Coasting vessels and those which trade in the 
narrow seas will long continue- to frequent small and shallow 
harbours: coal is still carried most cheaply to some Enghsh 
villages by vessels which "jump upon the sands," very much as 
their Dutch prototypes did many centuries ago: and the long 
threatened extinction of "tramp" traders by the competition 
of the subsidiary cargo ships of the large lin~, is constantly 
being deferred by the opening out of new trades for the 
cheaply built, versatile tramp of moderate size. But, while the 
average size of the vessels that enter the Eastern ports Qf 
England and Scotland is lIkely to continue to be rather small, 
it seems probable that the chief trade across the Atlantic, and 
between it and the Pactfic will be carried in very large ships. 
A few passenger ships will be very fast; but, as coal and oil 
become dearer, very large cargo ships will make long voyages 
with a consumption of fuel for each thousand tons of cargo very 
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APP. B, 3. much below that which is customary now. So long as coal 
remains cheap, a slight economy in its use per ton of freight 
carried at a given pace seems to be practically of less importance 
than the numerous advantages which a ship of moderate size has 
over a large one in making up its cargo. Nevertheless the 
expansion of the shipping unit has had an important influence 
on the size of the business unit in the shipping industry, as 
is indi~a.ted in Book Ill, Chapter m. 

However great had been the commercial demand for very 
large ships, it could not have been satisfied until not only the 
scientific construction of the girder bridge, of which the large 
ehip is a noble example, had made great progress; but also the 
methods and plant of the steel industries had reached a very 
high development: largell still are the demands which the great 
navies make on that industry1. 

1 The manufacture of a huge armour plate needs the concurrent efforts 
of severaJ. of the most powerful fixed machmesl and aU independent move· 
ments must be mtrueted to locomotives. A chief task of the most costly cranae, 
IS to handle navaJ. cannon; and the armour of a big ship weighs several tunes 
as much as all Ita oannon, though it carries twelve of the largest Size: th. 
ship, in which Columbus discovered Amerioa, could not bear a cargo whose total 
weight equalled tha.t of one of them, together witb Ita mountmg., eto. 
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NOTES ON THE DEVELOPMENT OF BROAD MARKETS 
:fOR GRAIN AND OTHER CRUDE PRODUCTSl 

1. The catastrophic condition of food supply in early APP. I, 1. 

times and its gradual improvement. 
This Appendix supplements the acco1lIlt of wheat exohanges 

in II, v, first by developing Mai~land's great dictum that 
"agrarian history becomes the more catastrophic, the further 
we trace it backwards"; and secondly by a few remarks on 
recent movements towards the organization of markets for cotton 
and some other crude products. 

There have been vast improvements, mechanical, chemical, 
and biological in the arts of agriculture: but grain is raised, and 
its flour is prepared for fqod and consumed on essentially the 
same plans now as in the time of the Pharaohs; though the 
processes of mill mg. and the methods of tI!.e marketing of 
grain, belong in the main to the age of steam and electricity. 
In fact a modern wheat market is as representative of modern 
ideas, as the wheat field and the loaf of bread are of the 
unchanging elements in human life. Further, so closely has 
man's progress depended on the supply of his "daily bread," 
that the history of the economic well-being of the great bulk of 
mankind has been commonly taken to be almost convertible 
with the history of the ordinary family income, expressed in 
terms of the staple grain of the country. No other economIC 
records are so continuous and definite as those connected wIth 
the prices of staple grains; and the history of countries with a 
fairly df'nse populll<tion shows no instance, until recent times, in 
which the incomes of the great mass of the people exceeded 
very greatly the price of the grain needed for their sustenance. 

I Tills Appenwx ilIU!80oiated w.J.th the.fifth chapter of Book II 
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APP 1,1. For this reason, records of the price of grain, in normal and in 
abnormal years, afford the best simple measure for comparisons 
of the real purchasing power of money over many c('nturies; M 

is to be argued in a complementary Volume to the present. 
But, while -the average value of grain in terms of human 
life has been fairly stationary over the centuries, its price 
has often varied greatly between neighbouring districts at the 
same_jiilne: and it has fluctuated violently from one year to 
another, in all those ages and places in which the marketing of 
grain over long distances was impracticable. 

These exceptional features of the value of grain were 
probably always recognized more or less by thoughtful people. 
But they were first clearly set out about 8 hundred years ago, 
when Tooke convinced the Commission on the Depression of 
Agriculture, 1821, that an exceptional "principle" applies to 
staple grain; because 8 fall in its price cannot generally increase 
its consumption as human food; and, when it becomes dear, 
people will still buy enough of it to keep them alive 80 long as 
they have any means of purchase: in modem phraseology the 
demand for it is exceptionally inelasticl • 

Under the rule of Rome the ports of the Mediterranean 
were united into a coherent market of wheat, and were connected 
with a network of good roads. But during the greater part of 
history, few places, that were not near to great waters, could 
draw any considerable supply from distant lands, to meet their 
urgent demand when faced by a continued deficiency of their 
harvests. 

Gradually traffic by land and sea became easier and less 
perilous, while local monopolies were weakened by a growth of 
movable capital; and consequently the irregularities in prices 
from place to place gradually diminished. England has been 
less severely and less frequently devastated by wars than other 

1 The Report, drafted by Huskisaon, quoted Tooke'. atatement (_ Tookc 
and Newmarch, nlS/m'y 0/ Pncea, voL v. p. 69). It is of course true that when 
wheat is scarce, inferior grams, potatoes, ete., may be taken from livestock and 
used as human food: but Tooke ha.d collected evidence, which has been enlarged 
recently, tha.t a.n exceptional cheapneas of wheat doea not cause the wen·to.do 
workmg classes to eat more bread; though some wheat is lost through negligent 
treatment on the farm and in the kttchen a.nd lOme is fed to ca.ttle, a.nd some 
standa over for future consumption. It appeal8 that the present large consnmptwn 
of wheat in the Umted States i,s due to sinular causes. 
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European countries: almost all of her territory has been reached APP. t, 1 

by imported grain, without the need of any long land journey; 
and the central authority has been able to overrule the desires 
of Provincial Governments to set up barriers against their 
neighbours. It might therefore be expected thar her history 
of grain prices would be less catastrophic than that of other 
European countries: and this appears to have been the case. 
But strange variations are occasionally recorded even as regards 
English prices. Thus Macpherson tells us that in 1288 the 
price of wheat was fin times as high in London as in the North 
and West of England: and in nearly all the years, in the period 

·1259-1400 for which Rogers has more than a few entries of 
wheat prices, his highest is at least twice as great as his lowest; 
while in many it is three times as great. The intensity of 
these local variations diminished irregularly on the way through 
the centuries: and so did the fluctuations from year to year; at 
all events when exceptions are made for times of civil war and 
unrule, and for currency disturbances l • 

Similar results have been collected for France by d'Avenel 
from a very broad and fairly homogeneous basis. Her movement 
towards steady conditions was broken by internal wars, religious 
and other; and by foreign wars, especially those of Louis XIV, 
and the exhaustion which followed them: but in the main it 
was on the SBme lines as those of the English movements. 

1 Rogers' results are smoothened, perhaps unduly, by his rule to OmIt, as 
pOSSIbly erroneous, all extreme quotatIons; and by his obtammg the greater 
part of hIS data from Monastenes, Colleges and other great corporatIons, whIch 
bought generally wholesale, and often from great dIstances: some of them even 
brought their wheat habItually by sea and nver from remote parts of the country 
(H..,tory, IV. p.213). HIS practIce of asswnmg that all payments were measured 
m weIght may have overrated some loca.! V&rlatIons and underrated others: and 
wages, when paId m SIlver at all, were sure to be reckoned by tale; and there. 
fore he seems hkely to have overrated the purchasmg power of wages generally. 
Interna.! trade in gra.m was permItted only to hcensed dealers dunng the greater 
part of EnglISh hIStory. In 1663 It was permItted to enryone so long as the 
pnce of corn wd not exceed 488. The maIn outlmes of these movements of law 
and opmion are shown clearly in the chrollological tables inserted m Walford's 
Fam.nu oJ lhe World. 

I France lacked the advantage possessed by England of being able to draw 
grain by water carnage from d,stant places nearly llP to dIstressed wstrlCts: 
and her records often show the hIghest looal price to be ten tImes as great as the 
lowest for the same year. But d'Avenel, H •• lolre econcmnque de la propr.ete ... eI 
des proz 1200-1800, boldly undertakes to reduce the SlIver content of coms, and 
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APP. 1,1. Let us turn from the West to the East. Indian recorda 
extending back into the eighteenth century show violent 
fluctuations of prices even in great central markets, such as 
Delhi: they show much more violent changes in secondary 
markets; while. in p'U!.ces Jemote from any metalled road. their 
movement upwards waa limited only by the price of a man's 
ille, after a series of bad harvests; and by the value of the grain 
as fuel, .after a series of good harvests. Gradually the local uu
evemieSses were smoothed out by the making of metalled roads 
and railways. Thus Sir Theodore Morison tells us that in the 
eighteenth century, and even later, a village of Northern India, 
which did not; lie on its one great metalled road, and had no. 
share in its scanty water communication, was in effect isolated: 
there was but slender accommodation in shallow grain pits for 
the surplusses of successive good harvests: and after bad harvests 
when those pits were exhausted, there was practically no further 
reserve on which to draw: so the price of the village went its 
own way, with but little reference to the prices even of the 
neighbouring country. But now "the whole of Northern India 
is practically one market for food grains, and the price of wheat 
in a district in which the crops have failed is the same, with 
but a very smaIl addition for the cost of carriage, as the price 
in a district which had a bumper harvest." In regard to 
India generally he concludes that before 1850 prices fluctuated 
violently, and fluctuated in different localities independently. 
After 1860 they }'Vere comparatively stable, and fluctuated 
simultaneouslyl. 

the varying measure8 of grain, to modem unit&. His Wagram, reproeentmg 
meau pricea for the years 1200-1890, is a dooument of lurpa&lllllg Ul8t.ructJOn. 
All that can be done here is to select almost at random a few groups of tbe 
prlces, which be records (reduced to francs, or theu eqwvalents 1D sliver, 
per hectohtre) for dtfferent place&. In 1180 they vaned from 087 to 1660; in 
1250 from 2 60 to 31 00; in 1313 from 837 to 3600; in 1311i froID 2" 
to 28 63; in 1464 from 056 to 7 85. The year, about 1420 were exceptionally 
dIsturbed by local famines and ehiItinge of currency: and {neglecting entrIes 
marked as doubtful}, we find 2 82 and 61 80 in 1419; 12 07 and 7903. both for 
Pans. in 1421, a year in wIDch Strasburg shows 368: while Albi shows 15222 
in 1422 and 14 64 in 1423. a year in wIDeh Strasburg shows 2 72. 

1 171dUJ1l 171duatr.CIl OrgansalJtum, pp. 172, 2J6, 305. He quotes the 
followlOg lOverted prlceB into the rupee for .. chief grain (Gram) in Lower 
Bengal: 1714, 130; 1774, 16; 1751, 70; 1752, 20; 1756. 59; 1769, liS; 1790, 
DO; 1792, 36; 1794, Si. (n. p. 293.) VanatiQllB of inverted pncea &nI of course 
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We are thus brought to consider, from a different point of APP. I, L 

view, those characteristics of custom, which have already (II, n, 1) 
been noted in relation to the development of technique. There 
is a sense in which it is true that custom dominates early forms 
of civilization; for in them status and methods of work, utensils 
and implements are all ruled by custom: and, though even in 
such matters, custom is found on investigation to be much more 
plastic than it appears to those who hve under its sway; yet 
conscious, deliberate, direct breaches of custom were undoubtedly 
very rare. Wages also were in large measure governed by 
custom; though they varied greatly between neighbouring 
localities under influences, which cannot now be traced. Of 
course they often consisted largely of board or allowances: 
these, not being rigidly defined, had large scope for fluctuation 
in times of scarcity: and, then as now, harvest wages varied 
more than others in accordance with passing circumstances. 

Thus, even in these relations of hIe in which custom 
appeared to hold sway, its authority was temporarily overthrown 
by the near approach of famine: and it was undermined, when 
the population of any locality had so far outgrown the means of 
subsistence that some emigration was almost compulsory; or, 
on the other hand, had been decimated by plague or flood or 
any other calamity. There seems to be no evidence that it 
ever had any sway at all over the market prices of harvest 
products or of cattle: and dealings in these were far more 
important than any other among primitive agricultural peoples1• 

variations m the amount of a thing that can be bought for a rupee, or other uni· 
form payment. 

The following peaks and depressions of inverted prices for the period 
1763-1800 for wheat at Delhi, are taken from a paper by the Chaplam to the 
East India Company in tbe Sta/Ulbcal Journal, 1843, p. 248: 1763,20; 1768, 47: 
1773, 10; 1777, 60: 1783, 6: 1787, 45: 1792, 12: 1798, 120. Reference may 
also be made to a paper by Colonel Sykes in the Slattslacal Journal, 1847, 
pp. 289-316; and to diagrams relating to Indian pncea in the last century, 
prepared by the present wnter and pubhshed in the Report 0/ the Comm.ttee 011 

the Indian CUrTency, 1899. 
I Conversations held some years ago with experienced Indian admInistrators, 

m which the praotlce of IndIAn village dealmgs m agricultural products, and the 
romor commodities of the Hat (or village market), was compared WIth the deal 
ings of the villagers m remote Enghsh rural distrICts, led me to the conclUSIon 
that custom had leas to do, and keen bargammg had more to do, WIth the 
purchases of Indian Ralyats th!"i" WIth those of the Enghsh village. It may be 
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APP. I, 1. The revolution effected by modem methods of transport is 
conspicuous, when the conditions of mediaeval Europe or of India 
a hundred years ago are compared with those, under which the 
populations of Western Europe draw large supplies of wheat 
from new countries. But many new countries would still be 
poorly provided with railways, if they were dependent on their 
own stocks of capital: technical advance is the chief source of 
theirEosperitYi but it would not have availed them very much, 
had -not the capital needed for marketing their crops been 
mostly provided from external sources. It is true that they are 
dependent on their own resources for making roads: but that 
difficulty is partly overcome by trus~ing to railways, made by 
external capital, to do most of their transport; while they 
themselves make but few roads, and those of poor quality. 
For in the West of America "the average cost of transportation 
on wagon roads has been e~timated at about 25 cents per ton 
per mile, and on the best improved roads in this country 
[America] be_tween 10 and 15 cents, as compared with 8 cents 
on some European roads, one half of one cent by railroad, and 
one mill by steamship on the Great Lakes1." 

Railway and other companies build elevators to store and 
grade this grain; and these aided by "loan companies, banks, 
implement companies, and general dealers" aU help to make iii 

hoped that suggestions derived from studtes of India and other oountnes in like 
oonditlons, oonduoted m the spirit of Maitland and Professor Vinograd06, may 
explain many of the apparent paradoxes of English medtaevallustory: and show 
that custom IS often the gradual result of economic condttionsj even where it 
appears at first sight to be tbeir goverrung cause, rather than their effect. 
Contemporary fa.cte, statistical and other, can be cross-examined freely: 
fragmentary reoords of past tames cannot. Sometlung more is Rid on tlus 
subJeot in my Pnnc'ple8, VI, x, 3j and in my Pre8erU POSlt,on O/8C011OmIC6, 
1885. 

1 Report 0/ tlle IndU8~nal Oommi8aion, about 1900 A.D., vol L p. Iv. 
Some reasons, independent of the lack of capital, militate against the 

makmg of good roads m districts whose atmospheno and geological conditions 
are those of the oluel wheat regions of Canada and the United States, and in 
parts of Russia.. Stone is not easy to be had in vast stretches of PraIrie land: 
a cart CaD make its way over the prairie in dry summer, and a sledge movee 
easily over the snow In wmter. And when the country WIllJ being opened 
up, the firIIt connections between considerable towns were often effected by 
broad gauge railways, which cost less to make than good roads: in 1875 
I travelled between two cOl181derable toWDB whose only connection was, for this 
reason, by railway. 
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"possible to bring a vallt area under cultivation by means of a APP I, 2. 

relatively small amount of agricultural capital1." The econOmIes 
of the world market for wheat are mainly due to improvements 
in transport, and the communication of news; combined with 
modern facilities f~r bringing command ~ver capital from rich 
dIStricts to those which hunger for it. And as we have seen 
above (pp. 258-262) they owe much to subdivision and speciali-
zation of the risks of constructive speculation, such as would 
have been impossible WIthout the aid of an organized market. 
The farmer can now either sell his wheat, and set all his caPItal 
in it free at once: or he can store it, if he expects its-price to 
rise, and meanwhile borrow money on it. 

2. OottQn Exchanges. pa;rtially organized ma;rketsfor 
wool and some other fYI'Ude products. 

While the most important markets for products in the world 
are those that deal in staple grains, and especially wheat; the 
next most important are those connected with cotton. The 
cotton markets of New York, New Orleans, and Liverpool are 
intimately associated; and may for some purposes be regarded 
almost as a single market. Together they practlCally control 
the price movements of the chief sorts of cotton for the whole 
world. 

The grading of cotton is a more delicate and dlllicult affair 
than ·that of grain. For the manufacturer of cotton stuffs is 
generally very nice in regard to the quality of the yarn on 
wmch he works: and therefore the spinners must be equally 
nice as to the quality of their raw material. Further, as pay
ments for work in cotton mills are cmeRy by the piece, the 
introductlOn of inappropriate matenal is apt to breed frictlOn; 
and it often leads to disputes, that are more costly than the 
direct losses occasioned by slIght faults in the product. Partly 
for this reason, a heavy strain is placed on those, whose duty 
it is to adjust the Wfferences that must be paid when cotton is 
tendered, whlCh is not exactly of a standard grade, but yet is 
so near to it as to be good tender. It might appear that the 

1 See Professor Ms.vor'. 1lluDlIJls.ting s.ruoIe on "The eoonOmIO results of 
speCl8J.Jst produotlon and marketIng of wheat," Pol. Sa. Qvm1erZIl. Deo. 1911 
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UP. I, S. difficulty should be solved by still further curtailing the range 
of sorts which may be offered as legal tender in lieu of the exact 
standard grade. But that course would much increase the 
chance tha.t a powerful clique might succeed in engineering a 
"comer": for it might buy cotton (or wheat) of a specified grade 
for delivery at a certain date to a greater amount than the 
total stock available; and thus be able to demand ruinous terms 
fromj}bae who could not deliver1• 

The cotton market is more complex than the wheat'market: 
for yarn itself is a raw material for cotton cloths which are 
themselves raw materials for many industries: and both yarn 
and cotton cloth are apt to be sold forward in great volume, for 
long periods and at prices run very fine. The spinner, who 
contracts to deliver yam at a price, generally secures himself by 
buying futures of raw cotton: and the manufacturer undertakes 
engagements for the delivery of piece goods a long while in 
advance; because spinners or brokers are willing to undertake 
to deliver to him, at prices and times specified beforehand, such 
qualities and quantities of yams as he may desire. Even the 
broker dealing in raw cotton often buys "futures" to match 
each of his sales; for his sales are apt to be in some narrowly 
specified sort of cotton, and his dealings on the general market 
must be in a standard -grade: he thus bears himself only the 
risk that the sort of cotton which he has contracted to deliver 

1 There has oonsequently been some tendency to enlarge the range ;, SON 
that may be offered on payment of a ch1lerence, in spite of the fact that a 
miller or spinner may be much inconvewenced by failing to get almost exactly 

.. what he wants: for it has been observed that such IUCcesa as haa been ree.ohed 
by attempts at cornera on wheat and cotton exch&Ogea, haa beeD largely caused 
by the narrownes8 of the range allowed. And indeed it haa been suggested that 
the authorities of an Ollohange should be empowered to relu the ngllhty of the 
roles (several methods have been suggested), when dlvergenoe of the pnces at the 
time of settlement for the contract quality dl1fe1'8 widely from those for other 
quautIes at the tune, and from prices for that quahty 10 the past. and in terms 
of rather d.u!tant futures. 

The Report of the U.S.A. Commissioner of Corporations OIl CoUlm Ezdaa1lf'tlJ, 
1908-1909, devotes the greater part of three collS1dere.ble volumes to a Rudy of 
the advantages and dlfficulties of the various methods adopted 10 various Cotton 
Exohe.ngee, notably those of New York and New Orleans: the general upshot 
alJparently is that the Committee of the Exchange should adju~ those 
ch1lerences from time to be to ezisting commercie.l CODditi0D8; in spite of the 
possibility that their decisions may on rare occasions be biaaeed by their OWD 

interests, or by the manCJluvrea of powerful .peculators. 
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will rise .relatively to that which he has bought. But as in the APr. I,ll. 

parallel case of a wheat market, this is a small affair. DealIngs 
in yarn futures have never been common except in England; 
and it appears that they are declining, in consequence of the 
tendency to an increase of the differences in value between 
yarns of dIfferent makers, which would be classed together in 
an official grading. 

Futures in cotton are quoted many months ahead and may 
therefore exercise some dll'ect influence on the sowings of the 
coming crop: but at present cotton growers are less alert than 
the greater part of those who grow wheat for export. The 
influence of organized marketing has gone together with a very 
great diminution in the addition, which is made to the price 
received by the grower for raw cotton, by the time the cotton 
reaches the manufacturer: and there seems good reason to 
believe that it has contributed to this result; though the de
velopment of railways, telegraphs and telephones has no doubt 
been the dominant cause of it. Until recently it appeared that 
the same causes had combined to diminish the fluctuations in 
the price of cotton. But between 1900 and 1909 these fluctua
tions increased; and for this retrogression the reckless use of the 
future system must be held in part responSlble1• 

Wool cannot be graded as easily as cotton. Not merely 
does each fleece present widely different qualities, which must 
be "sorted" before they can be used: but, further, each dIstrict 
has its own vaneties; and, even if the breeds were all the same, 
dIfferences of soil and climate would soon differentiate them. 
Consequently a bale of Enghsh wool is apt to be of uncertain 

a The Coll1DllB81oner of CorporatlOns, 1.G. vol. m. p. 30~, seems to prove tlulL 
The movem~ts of cotton prices durmg the world-war are Yleldmg matter for &11 

lII8truclave study at a later date. 
A good deal has been written &8 to causes and resulte of the abBenoe of 

orgaruzed markets for ootton in Germany. The cluef causes seem to be the 
Ja.ck of concentration of German cotton mdU8triea~ and the great rustanC8 of 
Bremen, the oluel port of lIDportalaon of cotton, from any of them. It is 
however to be noted thall Bremen traders could Bpeculate freely on the Liverpool 
exchange; and, what 18 more lIDportant, they were .able to IIl8llre conBtructlve 
ventures by "hedgmg" operations there. See also the papers on .. AntiCIpation 
m the cotton market," and uDea.hngs m futures m the ootton market" by 
Chapman and Knoop, Ewnomic Journal, 19M, and Stat.a/lcal JOUynal, 1906. 

II. LT. 
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APP. I, 2. quality, and to trouble the manufacturer by Dot being through
out perfectly adapted to exactly the same methods of handhng. 
This dllIiculty is less in the case of wool from Dew countrIes. 
New Zealand sheep for instance are descended from similar 
ancestors, imported Dot long ago; and raised OD large runs, 
where there is much uniformity of average circumstance and 
great freedom of in,terbreeding. Thus certain standards of 
ImJ?.Orted wools give a definiteness to the great markets of 
London, and other large centres: while the local wools are per
haps less tinder international influences than are local wheat 
crops. Also, fashion is constantly displacing one kind of wool 
from a high place, and putting another in its stead; whereas 
what little fashion is seen in cotton goods, lies in the pattern 
rather than in the texture. Changes in relative values of dU
ferent fibres are therefore much greater in wool than in cotton. 

But still the total market for wool is so great, and the 
demand of the western world for woollen goods is so much less 
easily satiated than for cotton, that the wool market of the 
world is very highly organized on a pattern, which resembles 
that of the cotton market 8S closely as the difficulties of the 
Case will allow. The Bradford CondItioning House takes samples 
carefully, and weighs them, before and after they have been 
desiccated, on machines accurate to within a twenty thousandth 
part of the weight tested: and it appears that markets for wool 
"futures" have existed at Roubaix-Turcoing and Antwerp. 

There are more or less highly organized markets, in which 
It futures" are bought and sold, for maize, rice and other grains; 
for jute and other textile materials; for petroleum and for 
vegetable oils; for cotton seed, quinine and for many other 
goods. And at the centres of certain industries a large specu
latIve business is done in some of their special products; as for 
instance in beef and pork products at Chicago. 

We may pass to the markets for iron and metals. Some of 
the chief products of ore and coal can be graded fairly well: the 
demand for them is liable to extreme fluctuations under the 
influence of changes in commercial crerut generally, and especially 
in the credit which the public accords to new joint stock 
companies, and to extensions of.old compa.nies. Conat:quently 



ORGANIZED MARKETS FOR COTrON AND OTHER PRODUCTS 803 

bighly organized markets exist only for certain definite iron and UP. I, 2 

steel bars, etc.: "futures" are sometimes sold so recklessly as to 
invite a comer; and the price of Scotch or Cleveland bars may 
rise for a time to an unreasonable level, relatively not only to 
the general prospects of trade, but even to the prices of other 
descriptions of iron and steel of substantially the same qualIty. 

Nearly every important branch of modem industry, except 
agriculture, is apt to be thrown out of gear at once by a check 
to the supply of coal: while a check to the supply of iron, how
ever widespread its indirect eHects may be in the long run, 
does not strike sharply on more than a few industries. But 
these few are important; and their business is in general quick 
and urgent; partly because prompt delivery of the machinery 
and other plant which they produce is often essential to th~ir 
customers, and is lIkely to be enforced by contract under rigid 
penalties. The largest users of iron are getting more and more 
into the habit of owning iron mines, with results that are 
studied in Book lIP. 

The market., for copper and tin are highly organized and are 
liable to great fluctuations, and that for two reasons. One is 
that the old and narrow sources of supply are giving way to 
new and richer sources: these are largely in places remote from 
the chief seats of industry, and are apt to move almost as fitfully 
as the sources of supply of gold and silver themselves. Anothex 
reason is that these two metals are imperiously needed for 
certain specific purposes, and a scarcity of either may arrest, 
or throw out of gear, large industries. Electrical developments 
have indeed increased the demand for copper at an almost 
unparalleled rate: though some authorities hold that the demand 
for it, as well as for some other metals, will be largely modllied 
by aluminium; for its abundance, lightness, electrical conduc
tivity and strength in certain alloys seem to proIIllll6 a new era 
when the already great progress in the methods of its production 
and treatment has gone a lIttle furtherS. 

I The peculiArities of the Enghah speculative market m iron, ita relations to 
the world iron market, and the onnona epl80dea of 1904---0 are deacnhed by 
Mr Maoroaty in the EC01IOmIG Jrmmal, September, 1905. 

" • The control .. moh German financiers obtamed over the chief sources of 
lOme metals before the world-war, may ultimately be found to have been a COD

tnblltory cause to these ftuotuatlona. 
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- -SOME MINOR PROBLEMS OF MARKETINGl 

.t.PP. ',I. 1. The costs of marketing perishable products, Whe1& 

demand is imperious and BUpply is uncc1·tain, are always 
Mglt. 

No modem has carried his demand for choice food to Il.S 

extravagant lengths as Lucullus did: but all well-to-do people 
consume many things which would not have bome the journey 
to the table of Lucullus, pay what he would for them; and 
opportunity has developed a habit of consuming things out of 
season and out of place. The habit has spread downwards. It 
has passed over those of the middle classes, who are forced to 
keep up on slender means a certain dignity of house, dress and 
education: but it reached the better paid artisans of Anglo
Saxon countries some time ago; and it is making its way 
throughout the western world. 

Even a century ago and even in the richest countries, only a 
few persons could aflord to pay prices for ordinary comforts and 
luxuries sufficient to defray the expense of bringing them from 
far: the systematic massive trade over large dIstances for 
various sorts of food, to be consumed by the people at; large, 
waited for cheap and rapid transport by railway. The 
leadership 'which England obtained in the service of railways 
was a chief contributory cause to the relatively luxurious lile 01 
the artisans of her cities and industrial districts in the middle 
of the last century:!. 

1 This Appendb: is aseociated with the aiIth and seventh chapte78 of Book IL 
• In Plae food of LmdOtl, "which disculI8e8 the sourcea of eupply ... , and 

machInery of wstnbUfaOD of the food for a commWllty of two IIlIlbona IIDd a 
half," by George Dodd, 1856, will be found a fullllolld auggesfave aceount, wblch 
may be compared witJl present conclitiona. The tonnage of British stealWlhlpe 
at that time WM only a twelfth part of the whole: but they weN 01 eooree 
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The more perishable a product is, the greater of course are the APP', 1. 

losses of the trader who handles it; and the higher the charges 
he must make for those parts of it, which he sells in good 
condition, in order that his business may be fairly profitable. 
But his losses may be small if the demand for the product is 
!'teady, and its supply is under perfect controL For instance, 
the hot morning rolls which nearly every well-to-do family 
before the war consumed in Continental towns could be supplied 
cheaply, because the demand could be anticipated before the 
bakmg began. But a Cafe, dependent on excursionist traffic 
which varies with uncertainties of weather, cannot afford to 
keep a supply of perishable food at low prices. And yet fruit 
and vegetables in rural markets are cheap: because everyone 
is contented to buy the things that are on hand, and little goes 
to waste. 

Speaking generally, extreme influences of perishableness on 
costs of supply are exerted only when it is associated with 
imperiousness of demand, and with uncertainties both of demand 
and supply; as in the case of an imperious wealthy demand for 
choice fruits, flowers and fish, which pays relatively little 
attention to seasonal variation and temporary changes of supply. 
It is well known that retailers who are able to meet almost any 
sudden demand for things, which must on occasion be supplIed 
from afar at great expense, and with much loss on the way, are 
to be found only in fashionable districts. They must devote 
care and expense to a certain dignity of appearance: there 
is seldom any effective competition to compel them to sell even 

preyed into the serVIce of perishable food. The .. were a good many large 
dames in the outer nng (now regarded as one of the mner rings) of that" dtstnct. 
covered WIth houses" called London; but m 1853 the "Eastern Counties" and 
other I'8Jlways brought 3,000,000 quarts of milk annually from the eonntry. Ib 
has been s&ul, partly m earnest, both l1!I New Yotk and London, that a faIlllly 
returnIDg from a sommer hohday at a farm house had some oOI18OIatwn m 
bemg able henceforward to rely on a constant supply of fresh garden and dairy 
produce. 

When paBSing in 1875 through boundless fields covered WIth cattle oneltherslda 
of the Umon P8Clfio Railway, I asked the WIfe of a local farmer what was the pnce 
of butter. She rephed that no one took the trouble to make It, except one farme!' 
two hundred miles down the line; he sold It for half-a-dollu a pound and sent 
it along the line to anyone who IIllgh. want it. SImilarly the early great ranch 
holders in Cahfornia-a splendid frwt and vegetable countJty-when they wanted 
to provlIle deho&clI;s for a VISItor, opened a tID of Eastern peaches or pears. 
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A.PP J,l common thmgs cheaply, and their pnces all round are very 
hIgh!. 

The influences exerted on the price of fish by the difficulty 
of preservmg It are notable. It can be had at low pnces in 
East London and other places, where the popular demand for 
fned fish is very large and constant, and It can be obtamed 
dIrect from wholesale markets. But well-to-do customers pay 
generally prIces, that exceed those reeeived by the fishermen, 
by larger percentages for the mfenor than for the better kmds 
of fish 2• 

Some apparent irregularities are seen in the retail prices of 
things whlCh are joint products coming from a single source. 
For instance the relative prices of the better and the infenor 
Jomts of beef vary very greatly from place to place, and ill some 
cases from season to season; because the demands for the two 
kmds vary irregularly. Thus in some country dIstncts on the 
Contment, where beef IS nearly always balled or stewed, the 
prices of the best parts are not much above those of others, 
and are very much below those of all large cities, and of England 
generally: but a concourse of rich summer visitors III a place, 
where but few of the people eat fresh meat, WIll often raIse the 
pnce of the best jomts much above those current m England 
The vast and almost exclUSIve demand for those jomts m the 
fashionable quarters of London, exerCIses but a moderate 
influence on their price, because the mfellor joints of the 
same ammals are sent to the poorer dIstncts from the central 
markets which supply all London3• 

1 Uruversal PrOVIders are however makmg some exceptIOns to this general 
rule 

• The pnces reoeIved by the fishermen for mfenor fish are generally low. 
but the oosts of conve)mg them, duly preserved, through wholesale and retaIl 
dealers to customers are not much below those for the better sorts Though the 
excess of retail pnces for fish over those paId to the fishermen 18 very hIgh, the 
mherent dIfliculhes of the trade, aIded perhaps by strategIcal movements on 
the part of profcssIOnal dealers, have proved very fatal to attempts at Its rurect 
cooperahve retaIl dlstrIbutlOu 

3 Except m very hot weather meat can be kept a long time by modern 
applIances: and the mfiuence of weather on Its pnce IS most notIceable III 

workmg class dlstncts, where such apphances are rare. On a Saturday rught 
m summer before the war the prudent housewrle could buy good meat for four
pence a pound. 
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2. Injluences on the costs of marketing exerted by APP.', 2. 

varieties of individual requirements and tClstes. Rlustra-
tions as to jltrnitll,re and as to fashion goods. 

Furniture is a representatIve of goods, which the retaIler 
must select wIth reference to the gcneral reqUIrements and 
tastes of those by whom he is surrounded If he is situated 
in a working class quarter, a comparatIvely small stock, calhng 
for but lIttle thought, wIll satIsfy nearly all demands: it can be 
turned over rather qUTckly: and, If cash payments are in vogue, 
It can be profitably marketed at prIces not much m excess of 
the very low costs of the steady, maSSIve, mechamcal productIOn 
of such thmgs It can be sold chcaply and therefore It must be 
sold cheaply, for his customers, espeCIally those who buy for 
cash, are alert: many of them can judge fanly well the strength 
and durabIlity of the thmgs shown to them, and they are lIkely 
to have made comparIsons of varIOUS stocks before purchasmg. 

But a wealthy dIstrIct oflers scarcely any scope for a shop 
which presents only a few varieties of each sort of furUlture for 
mspectIOn. It is not enough to make prOVISIOn for the dIfferent 
scales of expendIture of the several sub-clas<,es of the well-to-do 
class. for each custome'l' wIll have hIS own preferences among 
SImIlar thmgs of about equal costs. In fact a person may eaSIly 
prefer one pIece of furmture to another, which servcs a simIlar 
purpose but IS more costly. and, in that case, he may make a 
better bargam at a shop where a large choice IS offered at hIgh 
prIces than at another, where prlCes are kept low in order to 
force a rapId sale on a relatIvely small stock scantIly dIsplayed!. 

It has been generally assumed until recently that no retailer 
IS lIkely, even m a good thoroughfare, to attract as much 
custom as would enable him to turn over rapidly a stock
contammg a great vanety of SImIlar goods for the chOIce of 

1 ThIS may perhaps be mwe clearer by a numerICal IllustratIon. Let us 
suppose that the wholesale pnces of three pIeces of furnIture servmg the same 
purpose are £10, £11 and £12 respectIvely The purchaser would at equal 
pnces have preferred the first to the second, and the second to the thIrd. GOIng 
to a shop whlCh shows all three, but adds 58 In the £ to wholesale pnces, he gets 
the first for £12 108 If he had gone to a shop whICh added only 38. In the £, 
hut happened to show only the second, he would have paId £12. 13s for what he 
hked less than what he dId buy for £12 108: and If It happened to show only 
the thlI'd, he would have paid £13. 16,. for what he hked much less 
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4PP. I, I. the fastidious. But modern abundance of capital, modern 
developments of the arts of advertising. and modern facilities 
for attracting customers from a territory containing several 
hundred thousand well-to-do inhabitants, have changed the 
situation. It has been proved that a vast and well appointed 
establishment, well placed and under nne management, may 
earn so good a reputation, and attract so large a custom, as 
to secure rapid turn-overs of a vast and varied stock at re
miIDerative prices. Everything then goes on a great scale; 
and lavish, though carelul, expenditure on every side is good 
economy. 

The new-born desire. even among people whose taste is not 
very highly cultivated, for furniture that shows individuality, 
and does not bear the mark of massive production by machinery, 
has done much to revive the artistic energy that distinguished 
the furniture trades of England and France in the seventeenth 
and eighteenth centuries. But the machine is found to be 
capable of imitating much of that fine individual work, with 
a delicacy and appearance of wayward fancy, which deceive 
all but expertsl , 

Nearly all the conditions just discussed are intensified in 
the case of fashion goods. Those who create them must have 

1 A piece of noble old fUrniture 0&11 be taken to pieces: and the carving on 
each pa.rt of it imitated by an Inexpensive machIne, whICh guides a cuttmg tool 
on a fresh piece of wood to follow the movemente of a fiDe metal finger that 
moves along the modeL If the copies are to be sold 88 orlgm&is; eare 18 taken 
not to send two of them to the same neighbourhood. 

True and lIubtle originahty is most frequently found in work, the full design 
of whICh is gradually evolved in the mlDd of the worker 88 he proceeds. But It 

seems that there js very; little truth in the opinion that all furruture, wluch haa 
beell ma.de by hand, haa shown traces of the inchviduahty of the ofaftIIm&JL 

..some of it clld: and because it was good, It W88 defended from rough wear, and 
h88 come down to UII almost unharmed. But in places where nearly all 
furniture is made by hand, there is much monotonous weary work, without 
interest or irutlatlve. Thus a VlSitor to the GrMener Tal, in Tyrol. may find 
a nest of artiste whose wooden statuary js lIOught for the adornment of 
cathedrals far and wide: and be may come aerosa a peasant, with hard hands, 
who loves haymalang more than hia wmter work &t wood carvmg, though that is 
of blgh &rt18tJo ell:oellenca. But he may alao find in the same neighbourhood 
people who _e toys by the oartload, many of which are crude, tll-ahBpeci 
reproductloDII of a pattem that haa been llet to them. An iuqUlry Be to such a 
load evoked the aD8wer:-"Before our father cited, he taught us to make hOl'llea 
11ke t1us. and we cannot venture on anytlung new." The horses' neco were aU 
bent In the same imJlowble and agll 0un:'" 
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high faculty, reaching up towards a real, if rather slender, Bort UP. 1,2. 

of genius: and those who handle them must be intensely alert. 
It is true that, in this as in other industries that are rapidly 
changmg, dIsproportionately large gains are reaped by men, 
whose ability resembles that of the bird that is specially quick 
to run in and pick up some of the grain that another has 
unearthed: but his customers get what they want, and have 
no cause to complain. He is a representative of a class that is 
becoming increasingly prominent: for the rule of fashion is 
spreading, till it will soon have httle ground left to conquer. 
Neighbours are becoming strangers to one another as persons: 
but in matters of etiquette, even country-folk look to the 
arbitrament of the larger world, and in matters of costume 
they now learn quickly what passes therel. 

Changes in fashion are not now products of a wayward fancy, 
which is its own reward. They are, in large part at all events, 
deliberately planned several months before they obtam vogue. 
They are planned with a view to successful effect: for if they 
fau in that, they reap only a short-lived commercial success. 
But those who control them have always a general interest in 
causing anyone, who wishes not to be out of fashion, to discard 
the costumes of last season: and they are able to secure for 
themselves some of the gain which arises out of the ownership, 
or early preparation, of large stocks of material adapted for 
fashions which they have foreseen further ahead than other 
people. In every such movement there is much exercise of 
skill and taste of a high order: but since everything is done 
hastily, the effects are generally cruder than those which 
people of a lower mental quality would have evolved by the 
patient method of ancient custom: and this would be so, even 
if the commercial value of their schemes did not depend in part 

1 Even 80 long ago as 1893 it was srud by one who spoke WIth knowledge on 
"Nottingham lace trade and fashion" (Eetmomic J01J,NII:I.l, vol. m. p. 714). "A 
pecuhar hat 18 seen in M. Worth's rooms, and 111 a week women readers of weekly 
papers 111 the remote country dmtncta of England are fully acquaUited WIth all 
Ita peouharitles: though the bohest and best creatIons of P&rl8 ara never exposed 
In shops, partly for fear they may be copIed. It is no uncommon thing for the 
retaIl dealer to be told what is the fashIon by hm customers. Twenty years ago 
the customer came into the shop WIth the questlon on her hps." (Bray. A 
abo'" drUB, p. 233.) Newspaper dea.Iers 111 worIung-claaa dmtncts. find that .. 
very large portlon of thell' bUSlnBBB 18 111 cheap fasluona jOurn .. 1a. 

26-:; 
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APr, 1,3. 6n the extravagance of the changes introduced, and on the large 
opportunities for display of wealth and of alertness by those who 
discard the declining fashion most promptly and completely. 

3. Some variat'i01l-8 in tke additions made bV tke retaile1' 
to wholesale prices, whwk are due to causes other than 
variations in direct costs of frtarketing, 

'_- '1.'he retailer's hold on his customers is largely dependent on 
their general belief that he is acting well by them: he is not 
compelled to adjust the price of each particular thing to its cost 
together with a. proportionate share of the general expenses of 
his establishment. Of course in any case he would need to add 
a. large percentage to the wholesale price of things that are 
hkely to spoil, or go out of fashion; that need much care and 
technical knowledge in selection and handling; and of which 
the stock must be large relatively to the sales: while in any 
case he would not need to add a large percentage to the wholesale 
prices of such things as sugar, or plain calico, or simple stationery. 
But in fact he goes far beyond this natural inequahty in the 
rate of gross profits which he requires from different classes of 
goods. He sells at a very low profit everything which is bought 
so habitually, and of the quality of which the customer is 80 

good a judge, that the market would not bear his charging a 
price appreciably higher than that at which a pushing nval can 
afford to sell it. But on the other hand, the traffic wul often 
bear an extravagant rate of profit on things of which the 
customer is no good judge, ef3pe~ially if they are such as appe-u 
mainly to wealthy people who do not trouble themselves much 
in order to save a httle money. 

At one time the retailer used to discriminate between 
different individuals by bargaining with each, in order to get as 
much as possible out of each. But this petty form of discrimi
nation was early discarded in England, and even broader 
discriminations between different classes of purchasers are on the 
whole less prominent than they were. It was in fact England's 
early recognition of the high value of time, that led her to 
pioneer the way in having only a single price in the same shop 
for all customers who bought under like conditional, 

\ II a greengrocer charged the _'price for "getablee which. OWI~ 
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An instance of broad differentiation between different classes APP. I, 4 

of customers which is not opposed to modern usage, is that of a 
shopkeeper with one establishment near the terminus of a 
suburban 1me chiefly frequented by season-tICket holders; and 
another near some large hotel, which is cluefly frequented by 
foreigners. Unless his prices at the former shop are about the 
lowest in the town, he will hardly earn. his rent: even if he 
offers a new class of goods with which his customers are not 
familiar, he must price them low, or otherwise his repute will 
suffer: and, for the same reason-unles~ he deals in works of 
art or other goods of which no two are just alIke-he must 
charge the same prices to all. In the second shop he is tempted 
to charge much higher prices: because he will in any case never 
see again the greater part of his customers, and they will nOL 
compare notes about him. 

4. The standardization of raw food products for 
marketing purposes. 

As the standardization of engineering plant promotes the 
standardization of other engineering products, so the standard
izatlOn of seeds tends towards the standardization of vegetable 
products. Grains and fruits raised from the same stocks under 
similar conditions will always vary in some degree: but the 
task of standardizing raw food products, sufficiently to enable 
them to be marketed fairly well by description and quantity, 
is likely to become easier. At present however it is often a 
large and laborious task. 

The growing imperiousness of demand, combined with the 
growing subtlety of the brewing trade, makes the brewer in· 
creasingly willing to pay a little premium to middlemen for 
supplying him with hops carefully graded: he would often 

carries away, BII for those which he sends out in a cart, he would give unequal 
88l'Vloea for equal pnces, even If he ga.ve no crewt m the latter case. Placards· 
announcmg "Fu:ed prices," or "English prlces" (the two phrases bemg 
oonvertlble) were commonly exlublted m many of the best shops m the larger 
towns of the Contment a generatlon ago: but in most places they have done 
th811' work, and there is 110 longer any need for them. In Bome Oriental 
bazaars several thousand words olten go to every pennyworth of dealmg. 
Dealen m the South of Europe have been known to BIlk BlX times the lowest 
price wluch they wete prepared to aooept. 
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lPP ~,'. lose more than he gained by buying at first hand from the 
farmer. 

Again experience shows that a retailer does not succeed as 
well with butter of varying qualities, as with a steady supply of 
a uniform quality, even though that be rather below the average. 
The consumers get accustomed to that kind; whereas where the 
quality varies, they resent any BOrts that fall markedly below 
thei!.. best experience. Therefore various devices by wholesale 
marketing, or large scale production for the steady supply of 
particular qualities of butter are found to render services for 
which the retailer is ready to pay, because the consumer in
creasingly demands them .. 

But the middleman is being ousted from remunerative 
functions in regard to dairy produce by the spread of cooperative 
association among farmers. This movement has been pioneered 
by the highly educated Danish farmers: a creamery nsing the 
most advanced plant, and uniting in the same process the milk 
from perhaps II thousand cows, attains automaticallY'1I steady level 
of uniformity. The level is high, because the demand for II high 
standardization of product leads to high standardization of 
plant-in this case the cows; and this has been effected by co
operative cow-testing associations. Finally, the trade-marks, 
used by the various export associations, which conduct practi
cally the whole of the Danish external trade, have been merged 
in a national compulsory trade-mark, applied with due tests by 
a. Government official to alII. 

I A shmlar movement on a smaller Bcale has been appl1ed to eggs: they are 
oollected at short jntervaJs. and each collectlon 18 kept together; for youth is 
the ohief merit of an egg. There are however few agnoultural products, whose 
merits are as simple and l1li much under humlLll oontrol l1li tM.. Even ~ 
rega.rds butter, an mstructive, If blassed, argument that gradIng is best aooom· 
pllSbed by a. powerful merchant after the butter has been made, was recorded In the 
RepOl1 oJ the Royal Oommt88t0ll on AgncuUure, 'fol IV. 1896 (Q. 62.333-62.393). 
It is suggested (Q. 62,349) that a rue in the mirumum standsrd demanded 
in London for butter, 80 great that sorts whwh were sold twenty years pre'fiously 
for a aluJ.lmg a pound had become unsaleable, was connected With the arrival 
of cheap, wholesome margarine. The 800 Mmnesota oreameries which make 
butter for New York, do not aeJl direct to wholeea.le dealers. They find it 
advanta.geons to employ "a receiver" (a specnal son of commisawn agent). HII 
operations, as described by Profe880r Weld to the American Economlo A880C,a
bon in December. 19U (Report. pp. 128-8), illustrate the riAlw that a atratUlD 
uf middlemen, whwh appea.re at first eight BUperflUOUS, often dON work 1I'lucb 
would need about an equal number of men,if the atn.tum wore eliminated. 
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This lead has been followed in France, Ireland and other APP. I, Ii 

countries; and even in America. But American moblhty 
goes, as a rule, better with forms of association responsive to 
quick changes of condition, and readIly mtluenced by strong 
individuals1• 

5. The hold which small shops retain on poor districts. 
Mere otiose habit plays some part in the persistency with 

which many of those,. who can least afford it, indulge in the 
luxury of buying in small quantities from small shops near at 
hand. But the hold of the small shopkeeper on poor districts 
rests for the greater part on solid economic foundations: some 
of these foundations are themselves the product of evil and 
unnecessary conditions: but others are likely to endure so 
long as a considerable part of the population live on small 
incomes and are inadequately housed. 

To begin with, the cost of service in one of these shops is 
often so small as to be almost negligible. It may be attended 
by the wife of an artisan: he and she may want to increase 
their small incomes; or perhaps to accumulate a little capital 

It is to be noted that butter aud eggs, though perishable, are marketed on 
a relatively small margm between pncea paId by consumer and received by 
producer: though frUIt and vegetables, u to which supply and demand m any 
one market are uncertam, reqwre large margma Cib. p. 131). 

I It has been very successful m the cooperatIve orgaruzation of the great 
trade in citrus frUIt from the PaCific Coast to the Eastern States. Local 
assoclatlona guarantee honest packmg, eto.: and send tholr frwt to officers of 
a broad based federation, to be forwarded to wholesale dealers I who alone 
have &8 yet been successful in marketing these products, that are uncertain in 
supply as well as m demand; and they are apt to pensh through gluts m 
particular markets, even while other markets are relatively bare. The l!'edera
tlon Itself can however orgaruzlI broad telegrapruo information, wruch enables 
It to start the frUIt m Wrectlons, in wruch It IS not very hkely to fall from the 
first grade to a low one, or even beyond, by being kept w&ltmg too long. 

Cooperative marketmg III wscuascd m two mstructive stuwes:--Oo·operClIIOfl 
lit 1Iome and abroad, m reglU'd to Europe, by C. R. Fay: and Co-operatIon In 
agrsc'U/ture, m regard to Amerloa, by G. H. Powell The general conclUSIon 
that cooperation m market.mg among produoers, must serve an apprentlceslup 
to the work of profeSSlonoJ dealers, before It can undertake the task of selling 
fickle products to dlstant consumers generally, was reached by the IndustrIAl 
ComDllBSlon (Report, vol. Vl. pp 430-2). In many cases, "thentmust mter
'Vena brokers or oommlBSlon men of some sort. capable of handlmg reompts m 
bulk. and breaking them up among the representatlv811 of the wholesale and 
retad trade." 
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• "'Pl'. J, IS. which may enable the man to set up as a small employer in his 
own craft. The wife wastes no time in the shop; but is busy 
with household affairs till she is summoned by the shop bell. 
This source of supply of small shops seems likely to endure 
long. 

And there is perhaps an equally permanent demand for 
them.. When an unexpected need suddenly arises, it is con
venient to send out a child to shop close by. But the chief 
soUrces of the demand for numerous very small shops are the 

,'improvidence of many, and the want of storage of all who have 
no adequate houseroom. There are indeed some people not 
habitual drunkards, who cannot keep away from any alcohol 
they may have in the house: so they pay the retailer a very 
high wage for taking charge of their stock of it, and serving it 
out to them a little at a time; and under the circumstances 
they make a good bargain. In many dtstricts no one buys coal 
by the ton, except to sell it again; and even a hundredweight 
in a box may tempt to extravagance, and attract greedy neigh
bours asking for a loan. So it is often bought by the penny
worth l . 

Further the small shopkeeper may often indulge in the 
honest boast, that he is the banker of his poorest neighbours 
in their time of distress. He in effect lends to them on fat 
lower terms than anyone else could, except as a matter of 
charity: for his ordinary business automatically gives him an 
insight into their character and their needs. The occasions, on 
which this aid from him is really necessary and on the whole 
beneficial, are indeed happily diminishing under the influence 
of improvements in education, sobriety, insurance by various 

/ 

1 MIss OctavIa Ill!!, on taking a room in a poor district, found no coal-box; 
and for that and other reasons, she thought it best to fall m With thlB practice. 
And, when Prof. Conrad started a cooperatave atore in the country and tned to 
Bell coffee by the pound, the men told rum that their mvea consumed it 80 muoh 
faster, when bought by the pound than by the quarter ounce, that they apent 
more on it than before, even though he was seJhng it at a cheaper rate. (See 
hie Report on Retau priellll, p. 122) Sinular hab/tII 866m to prevaJ.l even more 
strongly in southern and eastern countnes; and It has been wen said that the 
IIlZ6 of the smallest com m common use is an inverse measure of the stage of 
Clvilizatlon. In some Inwan villages a whole rupee is an unknown COlD: while 
See mamtained that an American workman must be 80 la.ckJng in eta.1IIlIlA ... to 
be of llttle use, if he "buys hlB grocenea by the quarter dollsr." 
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agencies; among which cooperative stores are to be held in APp J.6. 

exceptional honour, on account of their courageous endeavours 
to induce the people at large to make expendIture run a lIttle 
behind income: and the time is not in sight at which there will 
be no need for such aid. 

On the other hand the plea that has been urged with some 
vehemence especially in France, that the small shopkeeper 
has a right to live, cannot be accepted without qualification: 
though a sudden econOIDlC change lIke that which deprived 
hand-loom weavers of a livellhood may indeed call for emergency 
measuresl , 

6. Marketing and industrial peculiarities of various 
capital cities. 

The remarks made above (II, VI, 6) as to the industrial con
ditions of large cities generally, apply in the mam to capital 
CIties: but; yet they stand in a class by themselves. For they 
offer tne best opportunities to those traders, who aim at earning 
very high rates of profit on relatively small sales of choice 
goods, made in part by artisans with whom they are in im
mediate touch. Also they are the largest general markets for 
common goods; and they have always been chief centres of 
government and finance, of wealth and fashion and luxurious 
expenditure. Again, while many of the functions of Government 
tend increasingly to be delegated to Local Authorities, modern 
means of communication have increasingly concentrated the 
supreme control of the financial enterprise of each country in 
her capital. London, Paris, and espeCIally Berlin, have greatly 
increased their dominion over the industry of financ@ during 
the present generation: and this change is represent~tive of 
a general tendency for industries, that need little space. and 
horse-power, but much wealth and much alertness, to seek 

1 Some opponents of Grande MagasIDII have maint&med that no one haa the 
nght to follow more than one ocoupat,on. "If you allow a Grand Magasm to 
sell everythIng. drapenes, hats. boots. umbrellas. books and perfumes you rob 
me. who .m a apeolahst of my hvellbood." Many proposals. some of wlucb 
have been partially acoepted by the legIslature, for retardIng the growth of these 
mtruders by taxes mcrea.amg progresBlvely with tbe vanety or the magnitude of 
the sales of a retaJl. dealor. are Bet out m full by Ef MartIn Samt Leon (Le pet., 
tXJmmel'ce fra • ." sa lutle pou~ sa tile, ob. v.). 
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APP z,6 capital cities. They do 80 partly for reasons of mdustrial 
economy, but chiefly for the sake of the speCial advantages 
in marketing whICh they find there. 

The high grade mdustrles of London are of several kmds. 
Some of them work up the choicest materials, by labour of 
the highest and most varied qualIties. London's import trade 
brings to them rare materl~!ii, the best of whICh are chosen in 
docks and warchouses for London mdustries, and the rich resi
dents of London offer a crItical but generous demand for their 
products. Similar customers from elsewhere go to London for 
thelI finest purchases; because the local demand has called mto 
eXistence employers, who Will pay the highest prIce for the best 
of materials. The most capable and crItical of workers in nearly 
all the smaller mdustries, and m some of the larger, seek 
London; where the highest wages are to be earned by workmg 
on the most costly materIals for the most exactmg customers. 
Thus, though printmg IS the only very large industry which 
looks to London as its head quarters, there are many Important 
mdustnes of which the highest excellence is found only in 
London1 • 

On the other hand, the low grade mdustries whICh congregate 
in London owe comparatively lIttle to the marketing advantages 
which are to be found there. and indeed many of their products 
are among the lowest of England's cxports. They are developed 
in London by a peculIar class of workers who are fairly alEl,rt, 

1 "In certain trades, even though the dommrmt mfluences are against her, 
there are speClal lunds of work whICh tend to be retamed by London In some 
Cases thIS IS explamed by the necessIty for prompt executIOn of work, or when, 
from Its artistIC or complicated character, the rurect and constant SUpel'V1SlOn 
of the bu. er or hIS agent IS deSIrable It happens also sometimes when great 
excellence 18 demanded. Thus we find that, while Blrmmgham makes much 
Jewellery from well-known pattern., London 18 the centre of the finer work that 
IS marked by ongmahty of deSIgn, that the best carnages are stIll made, and 
made throughout, m London, that the best surgICal mstruments and the best 
cutlery are secured by the combmatlOn of London workmanshIp and Sheffield 
steel, that the best sCIentific mstruments, the best work m stamed-glass wmdows; 
and, m spIte of the number of provmc18.1 factones, the hest organs contmue to 
be made ill London" Booth and Aves ill L,je and Labour oj the People, 
A D_ 1903, IX. p. 184. The London market attracts and educateg tailors, who 
earn nearly the best wages of their trade ill the world, and make qUIte the best 
coats' on the other hand, London mokenes shelter men and women from 
Eastern Europe, "ho make nearly the lowest grade of coat for nearly the lowest 
wages. 
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and keen, and, though not very strong in body or character, APP 1,6. 

can do light monotonous work qUickly and wen. Also they are 
keenly apprecIatIve of the eXCItements of London life. they 
buy fish and .other food to suit them at prIces far below those, 
whICh are commonly entered in official prIce lIsts' house-room 
IS dear; but they are content wIth lIttle of It 

Since French gemus generally excels in fine work, for whICh 
~rcat mechanical power is not needed, It is only natural that 
Pans should be unnvalled m the attractIOns which she offers to 
delIcate and artIstic manual skIll, and be herself the factory 
and the mart for nearly all the finest French products' but 
she IS wIthout a great specIalized mdustnal entourage, such as 
those of whIch Lille and Lyons are centres. 

Berlin, VIenna, and other capital citIeS resemble London 
and Pans III havIllg the largest populatIOns and the largest 
aggregate of manufactures of any cIties m theIr several lands. 
But no one of them IS the central mart of a very Widely spread 
specialIzed llldustry; though it is true that a group of men 
of rare gemus and energy have made BerlIn the chief scat of 
the German electrIcal mdustries, whICh are at present the most 
Important in the world. New York, though not a centre of 
Government, may yet be classed for the present purpose among 
capltal mtles. For instance she has almost a monopoly of the 
finest AmerIcan Jewelry; though common Jewelry IS seldom 
made there. She has special drlIieultIcs, because many of the 
poorest and weakest Immigrants are dropped wlthm her borders 
by the stream that passes through her to the West 

Speaking generally, however, the wealth and knowledge and 
sense of sOCIal responsibIlity of the Governments, and of the 
wealthy populations of capItal CitIeS, are lesselling the causcs 
whIch have spemally adapted many of then mdustllcs to 
decadent populatIOns. New famlItles for traffic are cnablmg 
large numbers of those, who work in them, to have theIr homes 
in suburbs, where the chIldren can play in fresh aIr' and 
the same facilItIes are givmg to the residents III such suburbs 
advantages that are beyond the reach of country folk. Rus ~n 
urbe, urbs ~n rum, the chenshed ideal of the philosopher, may 
ere long be realIzed in old countnes, and even more fully III 

alert new countnes, lU a degree that seemed beyond hope 
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AFP.I,6 even a short time ago~ and the economies of making and mar
keting may no longer promote unwholesome overcrowding1• 

1 It is true that the rate of mortality is IIlOt exoepbon&lly hIgh in London 
and several other grellot cities: hut thllot does not prove that the goIlUer&l oonwtions 
of We in them are he&lthy, any more thlloD the high mortality m hospItals proves 
that their conwtions are less he&lthy thlloD those of Ordmllory houaes. People, 
who are strong IIond VlgOroUS, flook to a great city m quest of the high 8al'!lIng' to 
be obtamed there by energy and ability in all the nl'loua ranks of hIe: and 
tb.ose who-fall into ill-health are apt to retire to places where rente are lower: 
not infrequcntly indeed to the homes of their oluldhood. A oountry distnct that 
yielded specially lugh earnings and attracted speclaJly good hves, wh.tle shalung 
itself free from lives that show 81goS of weakness, would probably ahow .. far 
lower rate of mortality than 18 to be found in any great city. In an article 
entitled "Where to House the London Poor," published in the Conlemparary 
Retnew, Febrnllory, 1884, the present writer advocated tendenoies, of whIch 
Mr Ebenezer Howard waa already a leaderl and subsequently bore frlllt in hili 
crnsade for" Garden CItIes" 



APPENDIX K 

ON EDUCATION, WITH SPECIAL REFERENCE 
TO A BUSINESS CAREER 

'I. The development 0/ /aC'tdties at school'. 

Studies cannot be arranged in order of merit absolutely. 
Those studIes are best for a child in any phase of its develop
ment, which call into the fullest play the highest activities of 
which it is capable in that phase. For instance, kindergarten 
methods of assorting flo.wers may probably be more educatIve 
to the very young chlld than formal lessons in language. That 
phase being outgrown, a boy is likely to get more true education 
for a time from the study of words than from almost any other: 
for he is still too young to apply scientific method in spontaneous 
study of things. His mind is now ripe for a little, but only a 
little, of the strong discipline of mathematics; and some trai.ni.n.g 
in music and drawing seems to be enjoined by Nature as well as 
by Greek precept. But he has more to gain from handling 
words than from any other exercise: for the materials for his 
work come to him gratis and in abundance; and in buildIng 
with them, he is called on to exert the highest spontaneity of 
which he is as yet capable. Demands are madE' on his general 
intelligence, his judgment, his sense of proportion, his logical 
acumen. his perceptive sensibility and his taste; and in a 
greater or less degree he can rise to these demands. He is 
architect, engineer. and skilled artisan all at once. There seems 
also no doubt that Latin is the best language for some parts of 
this work. 

The boy pas.sell gradually out of this phase and becomes fit 
for the next. In that he may begin to make a scientific study , 

I This Seotion 18 associated WIth II. x; especially pp. 356-7. Much of It 

ill reproduced from .. letter pubhshed m, the T_. 5 March. 1905. 

UP. x,I. 
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~PP. 1[,1 of things, whether they be material, or the ideas which are the 
truest realities. This work cannot be pushed far at first without 
a strain. But the study of the relation between cause and effect 
should be begun early: large use being made of verifications by 
experiment, such as are afforded by elementary hydrostatics, 
even without the aid of mathematics. History should also be 
treated in some degree as a study of cause and effect: though 
here verification is seldom possible, and the bias of a historian 
or a teacher may make the worse appear the better reason. 

Studies of the laws of nature of chemical products and of 
mechanical agencies, with reference to successive increases in 
their efficiency, are of primary importance in the education of 
youths who are likely to hold responsible positions in industry, 
or. in almost any branch of trade. They tend in high degree 
to stimulate alert intelligence in general; and in particular 
that kind of intelligence in which British manufacturers led 
the world in the first half of last century j though now they 
are outpaced often by Americans, and sometimes by other 
peoples. For these and similar reasons, it seems desirable that 
the study of languages should retreat gradually into the back
ground after the age of about fifteen; though it should retain a 
conSiderable place for several more years. And, as a corollary, 
it seems to be required that the headmasters of some, at least, of 
the chief schools should be thoroughly imbued with the spirit of 
science in its relations to things, as well as to events and human 
actions, But while language falls into the background, the spirit 
of literature should come into the foreground. Appreciative 
study of English classics should be encouraged: and, above all, 
the difficult task of teaching boys to write their own language 
well should have precedence over the easy task of correcting 
relatively crude faults in Latin and Greek compositionl, 

1 The pra.otlce of compellmg boy. to learn Greek acoenta, which they 
are told to neglect ill prononcl&tIon, and wluch were UDk.nOWD to the Greeks 
themselves, occupies precIous tune and energy. It injures character, by lug
gestmg a low apprecla.tion of the value of tIme; wlule the study of constructive 
sCience has the OppOSIte effeot, for i. ever-growing ammuol18 are greedy of 
ume. 

No doubt many of the ablest business men an!lstatesmen have received aa 
almost eltcluaively oI8S81cal eduoatIon. But that result 1& fully accoUDted for by 
the facta that nearly every boy, who baa had first-rate educational advantagea m 
oluldhood. has gOAl! to a alaeaical 8Ohool; and lhd nearly aD the ableet puplIa 
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2. University trainingfor the responsibilities of business 1. UP. K. 2. 

The higher education of professional men has always been 
arranged with reference to the services which they may render 
to the State: but little care has been taken, till recently, to 
make similar provision for business men. Britain is now settUlg 
herself to that task; though as yet with less energy than 
America and even Germany are doing. 

It is indeed true that a man is hkely to be more efficient in 
business who has braced his mind to hard work in subjects that 
have no connection with it, than if he had occupied himself with 
an enervating form of technical instruction, however directly 
that might bear on his after work. But, provided the stumcs 
be themselves of a truly hberal character, the closer their rela
tion to his after work, the more active is his interest in them 
lIkely to be. To a colliery manager, who has made a thorough 
study of geology, the shafts and galleries of a mine are a scientific 
museum and laboratory: his mind grows with his work, and he 
may increase the world's wealth of knowledge. As geology is 
related to mining, so is economics to general business. As the 
miner needs to make more intensively. but with a narrower 
range, the same stumes as the geologist makes; so the business 
man needs the same kind of studies as the economist does: but 

from Buoh 8ohools have gone to Uniyermties, at whioh a knowledge of Greek and 
Latm is reqwred, and cla88loal stuwes have had a cluef place. 

Some measure of the wsturbmg mfluence thus caused may be obtained by 
reflectmg on the large preponderance of artisfac ability at Florence m her 
prune: art waa the cluef route to pubho esteem, and therefore able, high. 
spmted youths became artiste. To take another illustration: let us suppos. 
that m England the headlnasters of the chief schools had been selected for thell" -
musical attainmente; and that musio had dominated her Umver81ty currioula. 
Then the ablest boys would have been regarded aa the flecul.um of a mUSical 
beadmaater: and, If he had happened to be colou.r·blmd. and a lad WIth the 
gamus of a Rembrandt had unfortunately lIhown some musical ability, he Dllght 
bave grown up to be a moderately good musician. One of the ablest and most 
enterpnsing headmasters in England not long ago obJeoted to mathematloal 
stuwes, on the ground that Euchd calla for no mental faculty except memory. 
Bemg Iumaolf "solence.blmd," he had no nouon that a boy WIth a mathematlcal 
bl8.!l quickly grasps Euchd's method, and afterwards merely glances at the 
generalime of one of EuclJ.d'. arguments, lillmg In the detalla for !umsel£. 

1 Much of thla SeotlOn 18 teken from papers prmtsd m oonnectlon WIth the 
fOUlldafaon. lD 1903, of the Cambndgs Curnoulum m EoonoDllos and some alhed 
branohsa of Pohueal Science. 
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AFP. K, 2. his range is more circumscribed, and his penetration reaches 
further into particular details. 

Every study exercises, in various degrees, perception, ima
gination and reason. Perception may be trained in childhood. 
The springs of imagination belong to early youth: it is the 
greatest of all faculties; and in its full development it makes 
the great soldier, the great artist, the student who extends the 
bOUDdaries of science, and the great business man. Reasoning 
caruiot be carned far in complex problems, till youth passes into 
manhood. The business man needs all three: especially he needs 
imagmation to put him on the track of remote and invisible 
effects of causes which are obvious, and of the hidden causes of 
VISible effects. General intelligence and common sense will, of 
course, go some way towards the solution of his problems: they 
are, in fact, better guides than mere academic training unaided 
by them; and in simple matters they almost suffice. But in 
others a greater effort, a larger range of view, and a more powerful 
exercise of the imagination are needed. For instance, to get at 
the real effects of plausible schemes for increasing steadiness of 
employment he must have learned how closely connected are 
changes in credit, in domestic trade, in foreign trade competition, 
in harvests, and in prices; and how all of these affect steadiness of 
employment for good and for evil. He must watch how almost 
every considerable economic change in any part of the Western 
world affects employment, in some trades at least, in almost 
every other part. If he is to look for those causes which are 
far off and weigh them in the balance, then the work before him 
is a high discipline for the mind. In such problems 88 this it is 
the purely intellectual, and sometimes even the critical faculties, 
which are most in demand. 

In addition to a strong and alert mental faculty, the business 
man needs to have acquired a knowledge of human nature, 
together with the power of managing men, and to this end the 
social training afforded by life in a residentiary university of 
the Anglo-Saxon type is specially serviceable. For such a life 
draws out the faculties which are needed in the social relations 
of those who have to deal with large bodies of men and large 
public interests. On the river and in the football field the 
student learns to bear and to forbear. to obey and to command. 
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And, what is even more important, the comradeship of APP. K,2. 

generous youth, unless marred by extravagance or vice, tends 
to develop the sympathies, which separate man by an impassable' 
gull from the most powerful machine which modem skill has 
taught "almost to think." Indeed an employer, whose sym-
pathies are dull, often falls short even as a profit-winner; unless 
he has thought much, and cared much, about those sides of his 
work-people's life and characters, which are not directly reHected 
in the wages bargain. To learn this from personal contact is 
ever more drllicult: for he is now often separated from the mass 
of his employees by several strata of subordinates. He lives 
among his own class; and this association is apt to make him 
look at labour questions from the employer's point of view. But 
undergraduate sympathy tends always towards what is, or appears 
to be, the weaker side: any bias, which an undergraduate may 
bring to these questions, is apt to be on the side of the employees. 
And such a bias does him no harm: for he will not take long to 
learn the full force of the employers' side of the case. Thus 
trained, he is often able, as both English and American experiences 
show, to read the minds of the employees more readily than can 
be done by an employer, even if much older than himsell, who 
has not had that training. He interprets between the two sides: 
and thus that broad sympathy grows, which enables different 
social classes to put themselves in one another's points of view 
and welds the nation into one. 



APPENDIX L 

CONDITIONAL MONOPOLIES IN MULTIPLE 
OWNERSHIPI 

UP. L, 1. 1. Problems relating to an industry, which would cm,," 
stitute a powerful, monapoly if in a single ownership. [aus
tration from the incidences of taa:es on agriculture in a 
densely peapled country. 

There are two chief cases of multiple ownership of properties 
each of which would constitute a monopoly. if in a single hand: 
they illustrate important, but widely different principles. The 
ownership of the agricultural land of a country would confer a 
hard monopoly of the supply of food; if it were in a single hand, 
and food could not easily be imported from abroad. The monopoly 
of all the land and buildings of a great city, if in a single hand 
would appear as a latent menace to all its inhabitants: but the 
power given by it could seldom be abused without lasting injury 
to its owner; and, in fact, the multitude of owners of land and 
buildings in an ordinary town have an exceptional interest in 
developing its prosperity. These contrasted cases are now to be 
dIscussed. 

It is a common belief. at all events in a country which has no 
foreign trade in agricultural produce, that land has a monopoly
value; because its total area is fixed by Nature. The belief 
would be fully justified if the cultivators of the land acted in 
concert, and so adjusted the supply of produce, that its aggregate 
price yielded the maximum excess over the costs (all included) 
of cultivating it and marketing the produce. 

But the problem is more complex in a country where there is 
no such combination; whether the cultivators are tenant farmers 
or independent owners. It is inde~d true that, even in such 

I Thla Appe11da is _ted With Ill. Do .. p.. ~L 
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a country, a fixed tax on the land itself, taking no account of APP. L,l. 

the manner in which it is cultivated, would act on the owners 
of land in the same way as would a similar tax in a country in 
which all the land was in a single ownership, thus constItuting 
a vast monopoly. For such a tax would not affect the action 
of the cultivator (whether owner or not), nor the pressure which 
an owner could put on his tenant farmen: and, since it would 
not affect the amount of produce raised, therefore it would not 
affect the consumer. A landlord might stipulat..e that the tax 
should be paid by the farmer; and that would affect the in-
cidence of an unexpected change in the tax. But, in so far as 
the future of the tax could be anticipated, the amount of the 
rent which the farmer could be induced to promise to pay would 
be diminished by the tax: therefore in effect the tax would be 
paid by ,the landlord1• 

In fact, however, nearly all taxes on agricultural land are 
assessed on its market value: and their incidence is much 
affected by the varying degrees of viscosity of the several 
elements of the problem. For the market value is partly due 
to recent investments of capital in the land; and the expecta
tion that a tax will be pa.id on further investments tends to 
check a generous investment in improvements; and therefore 
to diminish production. The extent to which it will do so 
within a few yean cannot be set out in any definite formula: 
but its effects have some affinity to those of a tax on agricultural 
produce in general, to which we may now pass, it being re
membered that the country is supposed to have no external 
trade in such produce. 

Agricultural produce is consumed by everyone: it absorbs 
a great part of the incomes of the working classes, a con
siderable part of those of the middle classes; but only a small 
part of those of the rich, even when the consumption of their 
domestics is reckoned in. All industries are interested in it 
about equally from the point of view of consumption: but the 
makers of agricultural implements and artificial manures and 

1 The tithe rent chal'ge on each piece of land IS fixed Wlthout reference to Its 
yield (except 88 regards hops): and, though It varies Wlth the offiCIal prices of 
staple gr&lD8 in recent yeara, It does not matenaJly affeot the inducements to 
apply labour and oapltal to any partIcular piece of land. Therefore it acla 
rWnoat 118 " fixed tax on land regarded ... " monopoly in amgle ownershIp. 
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APP. L, 1. the transport industries alone look to it for any exceptional 
market for their products or services. 

The greater part of the burden of this tax would therefore 
be distributed among the people generally as consumers, the 
pressure diminishing almost regularly with every step upwards 
in normal income. Farmers and agricultural labourers, besides 
bearing their shares of the burden in about equal proportion 
with .o.!hers in the same ranks of the social scale, would further 
suffer from any shrinkage in their employment which resulted 
from a shrinkage of consumption caused by the tax: but no 
other very large class of producers would be affected by the tax 
in an exceptional degree. The consumption of most kinds of 
agricultural produce is however seldom very elastic: and there
fore the reduction in their output caused by the tax would 
probably not be very great. Thus the chief influence of the 
tax would be a rise in their values on the market after paying 
the tax; and that would enable the landlords in the long run 
to make bargains with tenant farmers on more favourable terms 
to themselves. 

It is an old remark that if a tax of one-tenth were imposed on 
agricultural produce; and yet (the demand for it being inelastic) 
its consumption were not diminished, nine-tenths as much as 
before would serve to remunerate the labour and capital em
ployed in raising it; while one-tenth of the share, that used to 
be retained by the farmer for himseU and his men, would go in 
taxation. Therefore the share left for the landlord to retain and 
to pay his tax with would be the same in amount as before: 
one-tenth would go to the taxgatherer; and the remaining 
nine-tenths would have the same value as his old rent had, 
except of course in so far as the landlord himseU was a consumer 
of agricultural produce. That is to say a tax on raw produce, 
the demand for it being very inelastic, would not injure the 
landowners; because the produce of their lands is sold at com
petitive prices. But if land were a monopoly, and its produce 
were sold at prices fixed on monopoly principles, the price 
might have already been put 80 high, that an increase in it 
would compel some diminution of consumption at whatever cost 
of well-being: and in that case a part of the burden (in addition 
to the tax on their own consumption) would fall on the landlords. 
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Even as things are, the tax might possibly exert a small APP. L, 1 

influence in this direction. For, if the increased expenditure of 
the poorer part of the population on their food crippled their 
consumption of other requisites of efficiency and vigour, it might 
in the long run so restrict the growth of the population in energy, 
if not numbers, as to hinder the rise in the real value of rents 
which would otherwise have occurred. Whether it did so or 
not, would depend mainly on the way in which the proceeds of 
the tax were spent; in other words, whether it was onerous to 
the population generally, or .not. 

It should be noted that the peculiar position, which land 
holds in the economic system of densely peopled countries, arises 
from the two facts (1) that the area of land is absolutely fixed 
by Nature; and (2) that the other requisites of economic develop
ment are capable of increase. In Russla the wealth of a landed 
proprietor has been measured by the number of "souls" which 
he could command to work on his land: and in some parts 
of Australia, where the soil is favourable to pasture and corn 
cultivation, but water is scarce, the effective value of land is 
governed mainly by its water supply. It is possible to con
ceive a planet in which the total available water is insuffiCIent 
for nearly as large a population as the land would support with 
an adequate supply of it: and in that case, though water is 
mobile and land is not, water might hold as dominant a position 
in the economics of the population, as land does in a densely 
peopled country of this world. 

Allowing yet more free play to fancy, it may be observed that 
if the stock of some important machines, say printing presses, 
could be supposed to be permanent and fixed in the same way 
as is that of land, a tax on them (independent of the work done 
by them) would be paid entirely by the owners of the existing 
printing presses, provided it did not drive any of them out of 
use; just as would a similar tax on all land. For they would 
all sell their services for what could be got (without any re
ference to the cost of produc~ion of printing presses). So the 
tax would not affect the output of printmg, nor therefore its 
price: it would simply intercept some of the earnings of the 
presses on their way to the owners. 
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APP. L.2. .2. Interests which owners oj land, and oj good bUS'ine8s 
connections, lLave in tke semi-monopolistic advantages, that a 
city may develop by large local expenditure, well adminis
tered. 

Local taxation is commonly divided. into that which is 
If onerous," and that which is "beneficial" or .. remuneratory," 
Onero~ local taxes, or "rates," are said to be those which are 
levied: for purposes in which the locality has but a partial 
interest. Remuneratory rates are said to be those which supply 
the means of obtaining local benefits, in such wise that-under 
good management-they render services to the locality which 
outweigh their costs. These descriptions are adequate for some 
purposes: but they ignore the fact that, as a locality has some 
special interests which are not shared by the rest of the country; 
so the permanent residents in a locality, and especially the 
owners of land and buildings in it, have Bome interests which 
do not extend in full measure to other residents. Let us go into 
some details. 

A national tax levied evenly on a whole people and spent 
on education, sanitation, etc., in such a way as to confer on them 
benefits ill the form of health and energy and earning power, 
which are more than equivalent to the charges levied on them, 
is remunerative. In so far as it is levied mainly on the well
to-do, and spent mainly in the service of the working classes, 
it is prima facie onerous to the well-to-do: but the purposes, 
for which it is levied, tend to make the country rich in matenal 
wealth and in the amenities of life; and therefore the tax is in 
some degree remunerative even to them. 

Exceptionally heavy local rates levied in a town for the pur
poses of education, are said to be in some measure onerous; 
because those. who have benefited by the education, may leave 
the locality. But, if local industry and trade are developed by 
the facilitIes to which good education has given increased strength, 
the expenditure may lead to net immigration; and thus greatly 
benefit local owners of land, buildings, and established businesses. 

On the other hand, if mismanagement caused th~ ratea of 
a town to rise greatly, while there was no corresponding increase 
in the attractions which .the town offered to industries in 
general (that is if there were a great increase in those rates 
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which were in the mam onerous), its population would grow APP. L, 2. 

slowly and might even shrink. Those who for any reason could 
not leave the town would tend to avoid industries on which the 
rates pressed with exceptionally heavy weight, and to drift 
into those on whieh the rates pressed lightly. Conversely taxes, 
so spent as to add to the advantages of livmg in a town more 
than the equivalent of their cost, would develop its industries 
generally: though, if devoted to a purpose, whlch was of great 
Importance to some industries and of but little to others, its 
influence would act unevenly. Thus, if there were a scarcity of 
available building ground in the town, those industries, which 
gained very little on the balance from the expenditure of the 
new taxes, might actually decline to make way for those which 
stood to gain greatly by the change. An increase of onerous 
national taxes will no doubt tend to drive the industrial popu-
lation out of a country: and good finance will tend to attract 
industries to it: but the rates of growth of population of neigh-
bouring countries do not ddler nearly as Widely as do those of 
neighbouring towns or cities in the same country: and such 
differences as exist, are due, save in a very few cases, to broader 
and deeper causes than differences in the pressure of taxation. 

Much of the collective property, which the mhabitants of a 
well-managed town have built up, is at the disposal of any who 
choose to come to it, provided they can obtain SUItable premises 
on moderate terms: but a considerable part of it is the exclUSIve 
property of those who own the soil, the buildmgs and the busi
nesses establislIed there. The firmer their hold on the town, 
and the firmer the hold which the town has on them, the more 
nearly do their interests approach to those of a town, such as 
Eastbourne, which was planned by a single owner on his own 
land, and remains largely under his control. Its permanent 
residents, if well advised, and able to override those residents 
who have no permanent interest in the dt'velopment of the town, 
may sacrifice present income to relatively large deferred gains, 
in a constructive polIcy resembling that of a far-seeing mono
polist. ThOey seldom attain to so high a level; but they yet rise 
much above that of monopolistic ownership in weak or tyrannous 
hands. 



APPENDIX Ml 

- NOTES ON RAILWAYS AND THEm PROBLEMS 

APP. 101, 1. 1. Early phases 0/ English railway trajJic and finance. 
Oauses 0/ the rise O/ftd decline qf canals. 

"Railroads" were originally roads on which rails of wood 
or metal were laid down to facilitate the passage of ordinary 
vehicles. They were introduced generally in some colliery 
districts during the first half of the seventeenth century: they 
enabled a horse to draw rather more than two tons, whereas, 
on an ordinary good road (of the kind then usual) his load was 
under one ton. Thin plates of iron were soon put on the wood; 
and in 1738 cast iron rails were used, and cast iron wheels 
followed. In 1804 Trevithick's locomotive drew ten tons of 
iron on a railroad: but stationary steam engines remained for 
a long while in effective competition with it. Stephenson's 
engine ran on the Stockton and Darlington Railway in 1825: 
but no railroad was licensed for passengers till 18302• 

The early locomotive could move fast; and it had no 
difficulty in routing the mail coach. But it had very little 
power; and it was so extravagant of coal, that it could not 
draw heavy and bulky goods of low values at rates comparable 
with those charged by canals. U therefore the canals could 
have adapted themselves quickly to the increasing demands of 

I This AppendIx ls asaociated Wlth III, IV, v, VL See &Iso I, IV, " 
• The Compa1lWft to the BritJllh .Almanack, 1841, conte.me &D aocount ot 

the 135 Ra.iIw&y Acte pasaed from 1800 to 1839. Horaee &r8 the "power 
used" a.lm.ost exclu81vely till 1826: soon a.fterwarda Iocomotivea predominate. 
.A IrealJllB 011 rauroada .•• aM the OOmpa1'atlve tuzlue 0/ C4Ti4l8 aM rallroada, by 
N10ho!&a Wood, 1826, conte.i.na & thoroughly acientifio study of tlie mechawcal 
problema concerned. But he seN mllDy adVAntages on the 81de of ce.naJs, 
provided they be &dmuuatered vigorously. The history of &rtlfici&l waterwAY' 
In Eng1&nd from 1761 to recent yea.ra 18 wtohed in the 1',. Report o/IIM 
ROI/al C01IlmiBftoft 011 OaTi4l8 aM Wate.rwB)'" 1909 [Cd. 4979), 
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England's economic development, they might have even now APP. If, 1. 

carried a great deal of the internal trade of England: and the 
somewhat hazardous movement of her heavy industries towards 
the sea might have been kept within more moderate limits. 

But unfortunately large capital, enterprise and organizing 
faculty were needed for developing chains of small canals 
into a great system. It was not an easy task to enlarge 
a canal, so that it could carry and pass through its locks, 
barges much larger than those for which it had been con
structed: and there were but few canals which were so far 
self-contained as to be able to derive much benefit from such 
an enlargement, unless similar improvements were made by its 
neighbours. No doubt exceptional outlay is 80metunes made 
by a particular locality for the improvement of an inland 
water-way, as in the case of the Manchester Canal: but the 
financial aid, which the shipping industry has derived from 
public outlays on the improvement of harbours and of the chan
nels which connect them with the sea, was not forthcoming to 
English canals in the time of their distress. So some of them 
were speedily choked up; and this further narrowed the scope 
for the profitable investment of capital in improving canals that 
had made connection WIth them. Lastly steamships completely 
outbid those canals (of which the Avon and Kennet canal con
nectmg Bristol with Reading may be taken as a type), whose 
province it had been to enable goods received on one coast of 
England to be delivered near the other, without the uncertain 
delays of a long coasting voyage. 

Even if railway locomotives had long remained unable to 
haul heavy loads economically, these causes would have rumed 
nearly all English canals, unless pubhc funds had come to their 
aid. The time had not yet arrived for the general recognitlOn 
of the fact that canals, being in effect public highways, need to 
be organized by Government, and perhaps financed by it. Nor 
IS that surprising: for, till recently. roads were partly financed 
by private enterpnse in return for toIls; and it was not easy to 
foresee how great -an injury to the country mIght be caused by 
the lack of adequate depth and breadth of any hnk in the chain 
of canals1• 

I The Avon and Kennet canal adda much to the beauty of. branoh of the 



832 SOME RAILWAY PROBLEMS 

'PP. II, 1 As things were, technical advance in the laying of railway 
tracks and the construction of locomotives proceeded steadily; 
and the load of a goods train soon surpassed that of a string of 
barges of moderate length. Two uniform gauges, one "broad" 
and the other "narrow," were adopted: and. intercommunication 
between railways became easy. The coach from London to 
Oxford had occupied two long days in 1742: and its time had 
not been reduced below six hours, when, it was supplanted by 
a train which took but one and a half hours. Before 1850 
Lardner had sometimes found himself travelling at seventy 
miles an hour; and the 193 miles between London and Exeter 
were traversed in four and a half hours. These conditions had 
been partly cause, and partly efiedt, of the growing eager
ness of Government and the public to welcome the fusion of 
railways which fed one another, the prohibition of fusions 
between parallel lines seemed an adequate saCcguard against the 
development of railway monopolies. In the "thirties" railways 
served their apprenticeship: in the "fortiel\"-:they learnt much 
of what they could do, and what they could not do. In 1844 
a wave of confident expectation sct in: it reached its climax 
in the violent speculation of 1845-6; and it broke down in the 
panic of 1847-8, of which it was a chief contributory cause. 
When it had passed away, England's economic policy had 
entered on a new career, and passed out of the special con
ditions to which this Section relatesl • 

Great Western R&llway, which faithfully preserves it m good order: and ita Iaok 
of traffic haa been claImed aa a proo1 that canals are unable to render lDlportant 
services to England now. But 80me ral1ways, even in England, were abandoned 
l1li bemg in unsuitable places. And, as is argued above (pp. 491-5(6), the last 
word haa not yet been sa.ld in defence of Engiiah canala. As late all 1836, the 
first year in whIch speculation in r&llw&y aecuntles ran Wlld, the canals attracted 
more new capital than any other clau of investment, except rallwa.ya, banks, 
JllBurance companies and mines (LeVI, HIStory 0/ Bn,,,,A Commerce, p. 220). 

1 A map of all the Enghsh r&llways aa.nctloned in 1844 (reproduced in the 
Jubilee number of PM Ba,lway NetH, 1914) shews the hne. so scattered, and 
with BO few commOI1 points, that there could not have been much etIective 
competItIon among them; whIle their combination would not have much 
mcrea.sed their monopolIatic power. But the map (reproduced in Mr Cleveland
Stevens' excellent study of the development of Engl.sA .B.nlwaYB) ahOWI that by 
1848 the foundatiOns had been laid for the existutg .ystem of main linea WIth All 
their pOBBlbilitiea of far reaching competition. and eventU&lly of their comblDed 
action. There is BOme mterest in the comparison of the meteono career of 
Hudson. the Enghsh r&llway king of the fiJl'ties, WIth that of the AmencaJl 
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It may however be added here, as belonging to early rather APP. K. 1. 

than recent history, that in 1844 an Act was pa~sed, on Gladstone's 
motion, providing that every new licence granted for the con
struction of a railway, should embody a provision that the State 
might purchase it after twenty-one years at a very high price. 
He suggested two and a half times the railway's capital as the 
maximum purchase price: but eventually that was made the 
minimum price; and this was in face of the fact that a Parlia
mentary Committee had reported in 1840 that "as far as 
regards heavy merchandise, It appears probable that the canals 
will always secure the public against any unreasonable demands 
on the part of the railway companies." The net profits earned 
by a company were commonly assumed, in discussions on the 
Bill, to be hkely to exceed ten per cent.: but they soon settled 
down to less than half that amount. rn 1846 the securitles 
of several ~s had be~n selling at more than double their 
nominal amount's" 

The next two ye.ars were full of trouble, but the!r lessons 
were well learnt; "alid the outlook for such railways, as were 
soberly fulanced and ably administered, remained without any 
considerable cloud; for the steam power, to which they had 
owed everything, had not yet moved towards its almost equally 
rich harvest on the ocean. For a long time all went well with 
England's railways; their expanslOn was not hindered by the 
narrowness of her terrItory; and they had no effective rival. 
Nearly all thq existing main hnes were well developed in the 
third quarter of last century. Railway outlay increased fast; 
but net receipts increased a little faster, till in 1872 they 
averaged 4'74 per cent. on the total "paid up" capital. Since 
that time the progress of railways has been less satisfactory, 
at all events from the financial point of view. Their capital 
has been doubled: and the proportIon of net receipts to it has 
almost steadily diminished; though the gross receipts have 
increased faster than the capltal, and the total amount of work 
done by the railways has increased much faster still1• 

H&1T1man in recent years. Each had danng and powerful constructIve genius: 
Il8Ch thought himself above the oounsele of prudence, and perhape even those 
of morahty. of ordinary men. 

l The Dumber of paesengera exolU8lvs of season tIoket holders mOlllllsed 

II t T. 
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APP. n, S. 2. Ourious contrasts in passenger traffie. 
Before 1844 English railways were of little nse to the 

working classes. But a law was then passed that compelled 
every railway to run at least one train a day, in·which people 
could be conveyed at a rate of not,less than 12 miles an hour; 
at a charge not exceeding a penny a mile; and in carriages 
proVIded with seats and protected from the weatherl. The rail
way--eompanies resisted the change as far as they could; and, 
even twenty years later, there were few third-class carriages, 
except on ParliamentarY trains; and these were often run 
(the Railway Commissioners not exercising their legal powers) 
at inconvenient hours, and kept in a dirty condition. For it 
was even then thought that the ordtnary travelling of the 
working classes could not be worth encouraging: though they 
were tempted to make excursions by extremely low rates, three 
and sixpence being a common return fare from London to the 
southern watering places. But the notion that it would be 
good bUJ!iness to make third-class travel comfortable and rapid, 
gradually made'its way; and finally triumphed in 1875 when 
the Midland put lairly good third-class carriages on all its 
trainsB• ' 

It mUJ!t however be admitted that there is some hardship in 
the rule that the ordinary charge for the poor man is adjusted 
to a comfortable method ot travelling; so that he has not the 
choice of a rather less expensive method of travelling at a much 
lower cost, as he has on the Continent. It is true that the 

about 'BlIven· fold in the fifty yeara ending 1912; bn' part of thilJ increase 111 

numbera '111'88 due to the rapId gt'owths of urban and luburban traffic, and does 
not indtoate • corresponding increase in volume. The number of tons of gooda 
earned increased rather more than five.fold; the number of mineral tons which 
'111'88 rather more than twice that of general merchandtse at the beginning of the 
period. had become three and • half tImes 88 great at the end. 

I Lardner (RaIlway EC07WmY, ch. x ) gives atat18tice ab.owing how the total 
number of nules travelled by third·clasa p888engem was1ell8 than the$ trave&d 
by first.clasa p&88engera in 1844, but more than twice ... great in 1848. The 
average d18tancea travelled were about.26 miles by first.clasa, and 13 by thud· 
class p888engel'll. The extreme measures, by which 1'IlIlway compan.tea used to 
make travelling in tlurd·clasa carriages uncomfortable, and even ihtolerable to 
well·to·do persons, are humorously described in Aoworth's Ball_y. oJ EnglafUl. 

• Gladstonll warmly aupported the movement.. Ita principles are well set. out 
in an article 011 .. Ratlways in thelZ Social Relations" in the Brit .. ,. AlmalUU' 
for 1866. 
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artisan, when seeking work, can often get his railway fares paid An 11,11 

by his Trade Union; but a minimum charge of half a crown for 
the equivalent of a day's walk is too high. This evil might be 
removed by adding fourth-class carriages to a few passenger 
trains, and to some goods trains. The official English conten-
tion that the latter practice is unsafe, is inconsistent with the ex
perience of other countries. Special workmen's tickets, adapted 
to those who live some distance from their work, are palliatives 
of these hardships; but inadequate1• 

The excess of ordinary fares above the direct costs of 
transport is so~eat, that railways are apt to meet specially 
elastic traffic by very low fares, even when much of it must be 
carried at somewhat more than the average direct cost. Thus 
British railways, which carry comparatively few first or second
class passengers in the greater part of their work, sell first and 
second-class season tickets at charges below those of ordinary 
third-class tickets for an equal aggregate mileage: and yet 
the carriages used by them have to travel for the greater part 
empty one way in the morning and the other way in the 
evening; unless indeed they are put to sleep on a siding for 
the greater part.of the day. 

The principle of adapting passenger fares to what the traffic 
will bear, rather than to cost, is further illustrated by the 
practice of charging specially low rates for return tickets avail
able only for a fortnight and lower rates still for week-end 
tickets. Those who can take but a short holiday are specially 
likely to be influenced by a low charge; and a reduction of a 
few shillings on the total expense of a week-end hohday, is 
more hkely to influence conduct, than when it is but a minute 
fraction of the total expense to be incurredz• 

I On the Continent genera.lly the working olasses travel for about a halfpenny 
a mile; while in PrnSllla they travel fourth class for a fartbmg a mile. Where 
however the railways are sparse and OlrOWtous, and especia.lly m the mountainous 
regions of Centra.! Europe, a journey on foot may be not very muoh longer m 
tune than one by railway; and, partly ihrough poverty, those who migrate in 
searoh of work, oommonly go on foot. In France many express trams are only 
first class. But generally one O&ll travel on the Contment in express trams 
eeoond o1ass for the Englleh thIrd·class fare; or for less, If one has a return 
t.loket; bnt tIwo saving IS sometimes lost by oharges for luggage. 

• Further apphoationa of thia prinolple are when t.lckets for Family, Sohool, 
Rehgwua Sooiety. Plignmage and other pupa are wued at a low rate espeOla.lly 
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&Pr. x, s. 3. The development of American. railway regional and 
blanket rates. 

When the centre of the population of the United States 
had receded a. considerable distance from the Atlantic, but had 
not yet reached the watershed of the Ohio, much goods traffic 
had about equally good access to the ocean by rallway to 
Atlantic ports on the one side; and on the other by railway to 
th~ _Ohio or the Mississippi itsell, and the Gull of Mexico. 
Difficult, rapid and ever-shifting as are those river courses, the 
ton-mile charges by steamers on them were much lower than 
those at which the railways could afford to carry ordinary 
traffic. But, in order to compete with the steamers, the rail
ways made specially Jow r~tes between the Atlantio and the 
whole of the area, which had fairly good access to the Missis
sippi: and the rule, that railways might lower their rates in 
competition with water-routes, was generally adopted. 

When the Paoific coast was developed, rallways running 
west offered extremely low rates to San Franoisco, in order to 
divert traffio from the naturally less costly route to Atlantic 
ports, and thence round Cape Horn to the Pacifio ooast: (the 
details of this confliot are being modified by the Panama 
Canal, but its main fea.tures are uncha.nged). Farmers and 
others in the Middle States, who saw goods carried past their 
doors to San Francisco at charges much lower than those which 
they were forced to pay for a "short haul" over a part of the 
same route, made complaints: and these evoked a clause in the 
Interstate Commerce Law of 1887 prohibiting a higher charge 
for a part of any route than for a longer part of the same route. 
This ': Long and short haul olause II has however been found some
what difficult of interpretation under ever-changing conditionsl • 

in France, SWItzerland and Italy, countries much frequented by nch foreigneJ'L 
:!or the plan of a general reductIon of fares, w}uch works well euough in luch a 
country as Hungary, would let off thill foreign traffio at much lower ohargea 
than it can bear. These BpemaJ. facilitIes are not generally aoce&aible to the 
foreigner; and they enable the poorer oIaasea and othera to maka many pleaaure 
excureiona at a low cost. Compare the acoount o' "TanfII Speol&1LI: pour 
voyageurs" in Colson'. Transporl8/11 Tan!_. • 

U anyone wanta to go to London and back on a Saturday, h. ie not aIlDwed 
to use a cheap week-end tIoket; because BUch journeya imply urgent o&use, and 
.they are not hkely to inoreaae much m response to a. lowering of fares. 

1 An artIcle by Prof. H. G. Bro_ ID Th6 "' __ &4tnuJ,m .. IJ.Nw. 
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Meanwhile the economy of sending large trainloads, with APP, _, 3 

little break of bulk, to Chicago and other great centres, 
together with the intense railway competition at those etmtres, 
had caused them to be adopted as "basing-points": that is, 
the charge for distant traffic to any point in the neighbourhood 
of a base was made up of a low rate per mile to the basing-
point, together with the ordinary rate from the base to the 
station of delivery. If that station was nearer the place of 
origin than the basing-point, the charge became less for a long 
journey than for a shorter one. If this was prohibited, as 
it originally was, then the charges to all such stations were put 
at the same amount as those to the basing-point. That intro-
duced some simplicity of arrangements, together with the 
inequalities and complexities that result from forced simplicity: 
and these results were extended much further when, instead of 
a s41gle basing-point in a district, there were several. In this 
way in fact there was set up a single rate from St Lows to all 
stations BOuth of the Texan border. For" as railroads were 
built and extended, one line would reach station A. by passing 
through station B; and another line would reach station B by 
passing through station A.; and so on through a ramifying net
workl ." And when this process had gone some considerable 
way, no great further change was made by adopting a single 
"blanket" rate between the whole region and St Louis. Such 
arrangements may claim to strike out paths of least resistance: 
but they do not seem capable of general application; and they 
are open to grave objections. 

A strict interpretation of the "Long and short haul clause" 
was perhaps advisable in early days when struggles for the 
mastery of particular railways, as well as conflicts between 
railways, were often waged with unscrupulous ferocity. For, 
when rates between competitive points were liable to be puf; 
down to very low levels for strategical purposes, such a purpose 
might well be hindered by the fear that the railway would lose 
on its intermediate .. traffic. There were some cases in which 

December 1914, shows in enterta.ining fashion oases in which It may be in the 
general mterest thet traffio should be diverted from a short to a long haul 

I See p. 1M of an instruotive ohapter on .. Regional rate at1'llctures" U1 
McPherson's Bailroatl J'relgll$ BaIu. 



838 SOME RAILWAY PROBLEMS 

APP. II, 4. the rigid application of the clause worked harm: but latterly 
the Interstate Commerce Commission, having obtained increased 
powers, has seen its way to relax rules, which pressed hardly 
in special cases. Thus was afforded additional evidence that the 
function of a. Legislature is to give powers to authoritative 
Commissions; and in case of need to recast a. Commission, or 
mo~y its powers: but not to attempt to govern by law l • 

4. The importance olrailway statistics, and their difficulti.el. 
The operations of railways are apparently much more homo

geneous than those of most other industries; and international 
railway statistics relate to exceptionally large volumes of 
similar facts. But much of this apparent uniformity is illusive. 
The conditions of railway work vary greatly between different 
countries and sometimes even between different districts served 
by the same railway; and therefore things represented by the 
same name, and necessarily classed together in statistical retums, 
differ widely. 

For instance, the work done on the average by a passenger 
or goods train in going a. mile-a "passenger train mile," or 
a "goods train mile,"-means very ilifferent things on the main 
line, and on a minor branch of a. great Enghsh railway. An 
American train-mile often represents thousands of "ton-miles"; 
that is, tons of freight moved a mile: on English railways it 
seldom represents many hundreds and often not many ten. of 
ton-miles. If "wagon-miles" be substituted for train-miles 
we get units that are more similar in some respects, but less 
in others: for though the service rendered by a train with 

I For instance, the Commission still allows a ratlway to lower ita rates to 
any Beaport far enough to meet, though not to extinguish. water competition. 
And (see ita Report for 1913. p. 25) after referring to Buch a case. in which the 
ra.ilway's long.haul rate was not reduced below what wu necessary to prevent 
ite bemg "obliged to retire from competItIon at the water-competition point," 
declined to compel it to reduce all chargee to intermechate pomte to the llame 
level, when that was helow those rates that were .. reasonable fler 6." for thOle 
pointe. It goes on to indicate concessione, moatly temporary, which it m&kes 
m casea in which the new rulea appear to press heavdy. 

The Hepburn Act atrengthened the CommJSBion by making tt.a authority 
valid, unIeBB and unttl over-ruled by the Supreme Court on a question of law. 
The causel that led up to this change are eet out by Ripley, RatlroaU. VoL I. 
cha. xm.-xx. See also an account of "Publio eentiment and the Hepbum 
Btll," McPherson, l.c. oh. XIX, • 
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thirty wagons is three times as great as that of another with APP. II, 4. 

ten similar loaded wagons, the costs of the two services do not 
differ nearly so much. Ton-miles, wagon-miles and train-miles 
are all needed as the basis of statistical comparisons. 

A milhon ton-miles on a "heavy" English railway such as 
the Midland or the North Eastern represent much less work 
than a million ton-miles on a "light" railway in the South 
of England. Train-mile and wagon-mile statistics make the 
services of English trains appear greater relatively to those of 
American than they really are; while ton-mile and passenger
mile statistics mislead in the opposite direction. And, as has 
been argued, small wagons, many of them not nearly full, are 
in some degree necessary conditions for the prompt delivery 
of small consignments starting from any of several thousand 
stations to be delivered at any otherl. 

Sharp tools cut inexpert fingers: and railway statistics, like 
most others that relate to complex matters, are open to the 
charge that they often mislead the ill-informed. It is also some
times objected that they are of less service in administration 
than the careful observations and reports of the loading, working, 
etc. of individual trains; while these are regularly made on well
managed lines, to serve as a basis for the policy adopted by the 
central authorities. Statistics supplement, but make no claim 
to supersede, that essential work. The Committee on Railway 
Accounts. and Statistical Returns, 1909, reported that without 
statistics it is not possible, but With them it is possible, to
ascertain train load, or wagon load and length of haul: as wen 
as the transport effected per engine hour in passenger traffic 
and in goods traffic: also the average receipts per passenger-mile 
and per ton-mile; and the average density of traffic per mile of 
road and per mile of trackB• 

I See above, pp. 452-3 • 
• See [Cd. 4697]. § 45. Conferences of Bntlsh railway men. and their 

profeSSional journals, do much for the oooperatlve advance of knowledge. But 
there seems to be BOme grounds for the severe Judgment of a competent cntlc 
that" the defect in the prevalent Bntlsh Ste.t18tlCalsystem 18 that the manager 
actually !fever know. what h18 nei~hbour 18 domg: he he.s no opporturuty e.s 
the Amencan manager h&8 to whet h18 ouriosity on the good performances, 
which somebody else is makmg. Conseqnently. improvements in BrltJsh 
practice spread but slowly. wheree.s m Amenca every effiClency.producmg deVlce 
18 studIed and Imitated &8 BOon IJ.8 It ma.kes itself apparent m the ton-uul\l&ge 
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APP. K, 4. It is now universally recognized that cost of service can be 
no more than one &mon~ several c01lSlderations, to be weighed 
together "by the exercise of a wise discretion" before reaching 
a conclusion as to the reasonableness and justice of any par
ticular railway rate: but yet American railways have already 
"made limited application of the principles of cost-accounting 
to more than one-haU" of their vast mileage for II internal 
corpomte administrative purposes1." And II an order was issued 
[bi the Interstate Commerce Commission] effective as of July 
1915, requiring all carriers, having operating revenues in exceu 
of $1,000,000, to classify each of the various items of disburse
ment relating to operating accounts, according to the relation 
which such item bears to the freight service or to the pas
senger' and allied services at the carrier; rules being given 
for apportioning items of expense common to both classes of 
service, excepting as to certaIn items under maintenance of 
way and structures, which are for the present to be left 
undivided .... It is expected that this cla8B of information will be 
of assistance, not only in rate cases, but also in making com
parisons of changes in operating costs from year to year, and 
among various railroads in a given year2," 

It may be noted that an assumption that the cost of each 
service is known, underlies every suggestion that the charge 
for it is put at that point which is most advantageous to a 
railway from a purely business point of view. For, if.the gross 
1.'ooeipts of a railway from a certain traffic are only a little 
greater than its direct and immediate costs, a reduction of the 
charges for it might be unwise (except for combative purposes), 

figures" (Ratlroal.A.dmin'strabon, 1910, p. 229, by R. Morrie, ManaglDg Ed,tor of 
the Rauwa,l.Age Gaz.ette. N.Y,). A good short aooount of uses of the ton-mtleage 
stat18tics wa.s rea.d by Mr Wedgwood of the North Eastern Railway before the 
Bntish Association in 1906 and pnnted in the EconomIC Journal, March. 1909. 
The Enghsh North Eastern Railway made rapid progress IInder the gwdance 
of Sir George Glbb, who paid specl&l attentIon to ratlway etatlstlce: he 18 

known to have owed much to the atunulation of Mr J. J. HIll, whol!lll deVotlOD 
to them is regarded by many B8 an important contributory to the _ Wlth 
which he overcame the obstacles that a mountainous, sparsely inhabited country 
oppoaed to dIreot ra.tlway comm\UllOStlon between the upper Mulmeippi Valley 
and the Pa.odic Coast. • 

1 B. H_ MeyEll'o at the meeting of the American Eoonouuo Al8OCJ&tloo. 
1912. 

I Repon of the Commisston, 1915, p, 46, 
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unless it greatly increased the traffic: while an expectation of APP. H, s. 
even a moderate increase of the traffic would have made the 
reduction of charges remunerative, if the direct costs of work-
ing had been much below the present charges. Suppose, for 
instance, that a certain traffic yields £10,000 of gross revenue; 
of which £8000 are reckoned as direct or prime costs of moving, 
and £2000 are allotted for general costs and profits. Suppose 
that a reduction of charges by one-fifth would double the 
traffic: then the whole of the receipts, £16,000, would be swal-
lowed up by prime costs, leaving nothing for general costs 
and profits beyond the economies on the mere direct costs 
of operation from an increase of the traffic. If however the 
prime costs, accurately estimated, were only £6000; then after 
the same change, under like condItIOns, there would remain 
£4000 for general costs and profits, in addition to these 
economies of work on a larger scale: and the reduction would 
be excellent business. These figures illustrate the dictum that 
"railway business mu~ be unbusinesslike so long as prime 
costs are reached by mere guesswork and are liable to wide 
error!' 

5. The small and indirect, but yet valuable, aid which 
a study 0/ the capitalization 0/ railways may afford in 
regard to the regulation 0/ the general level 0/ their charges. 

Thill! we are brought back to the suggestion, made in 
Book II (p. 336), that the correct capItalization of a raIlway or 
other semi-monopolistic business is matter of larger pubhc 
concern than. that of an ordinary company. The State must 
in any case "take all reasonable measures to protect investors 
against the fraudulent infusion of "water"; that is additions to 
the nominal capital of a company, which are not justified by 
correspondmg bona fide payments into its exchequer: though, as 
a rule, excessive capltahzation of a company mjures only those 
who buy its securities. For, if it has no monopoly, those who 
buy its products are protected against excessive charges by the 
competl.ion of simi1.ar products in open market. 

The nation has, however, an interest in the capitalization of 
any important public service. which Ul required to possess stability, 
solidIty, and power of expansion. If a railway issues securItIes 

27-5 
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APr. II, 5. much in excess of its actual outlay, it is unlikely to earn enough 
to pay good dividends. This will tempt it to issue more 
seourities, and pay its expenses partly out of capital: but such 
action will soon bring it into disrepute, and it will be unable 
to borrow more on good terms. It will perhaps stint outlay on 
repairs and renewals. It may probably wish to raise its charges, 
but be unable to do so directly; and, if so, it is likely to let 
its services deteriorate, and in other ways to make the pubLc 
pay the penalty of its inflation. 

British business generally is renowned for the soundness of 
its financial methods: but Bntish railways are sometimes 
tempted to chargs to capital account, expenditure that is 
reqwred for keeping their plant abreast of advancing technique: 
though, since such expenditurh only places them on a level with 
new railway enterprise, and makes no extension of their business, 
it is of a kind which would be generally charged to income 
by a "conservative" American railway. Every such charge to 
capital increases the difficulty of mai!taining dividends at a 
high level in the future l • 

Some strong American railways, desiring to evade popular 
demands for lower charges, have kept their dividends down by 
charging many organic improvements and extensions to income. 
But, jf they continue to prosper, and to act on this plan, their 
net incomes wi11 rise to so high levels relatively to their capitali
zation that the public wi11 at last demand concessIons in their 
interest. On the whole, even strong American railways tend to 
increase their nominal capitals; and their weaker neighbours 
are tempted to do the same, because they are weak. 

In view of these difficulties a law was passed by Congress 
in 1913 directing the Interstate Commerce CommiSSIon to report 
in detail as to each piece of railway property "the original cost 
to date; the cost of reproduction new; the cost of reproduction 
Jess depreciation; and an analysis .of the methods by which 
these several costs are obtained, and the reasons for their 

1 ParlIament baa sanotioned Domma! adwtions, without any real change, to 
thecapltalizatIODofBribsbl'llollwaY8,amountingmtheaggregateto£1!Nl,OOO,OOO. 
In consequence the avera.ge net earnings in 1912 were 361 per cent. on the 
caplta.lI~ation, mstea.d of 4, 51 a.a they would have been on the actual mvestment& 
These addttiona were made publicly: and a few people reco~ lOme that are 
of recent date; but nearly all are forgotteu, 
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differences, if any." This direction is in harmony with the UP _,5 
Supreme Court's definitlon of "reasonable rates," which had 
been accepted by the Commission, viz. that they are .. such rates 
as will, on the whole, make a reasonable return on the property 
fairly and honestly dedicated to the public service." The 
CommisSIon has accordmgly thrown itself WIth energy into this 
inquiry; which is perhaps destined to be exceptionally arduous 
and instructive to economists. [It may also be of supreme im
portance to British statesmen, in case measures for some sort of 
unified control of railways, which have come into view smce thlS 
was in print, should be developed.] 

.. Physical valuation" has been adopted as the name for the 
subject of the inquiry: and it convenIently gives warning that 
some elements of the whole probl~m to be solved lie outslde its 
scope, and must be treated separately. For instance a new 
railway is not wholly exempt from the general rule that almost 
every business is likely to make some mIStakes, before it attains 
the best adjustment of its resources to its workl. 

When the studies of the Commission have made considerable 
progress, it will probably be possible to arrive at an apprOXImate 
judgment as to the relations between the total costs and the 
total charges of any particular railway that may fall under 
suspicion. Its original cost can be estimated roughly from the 
statistical history of the railway, and can be compared with 
similar estimates as to other railways: and its methods of 
administration can be noted; with special reference to the 
question whether fresh capltal was raised to carry out simple 
Improvements, the cost of which should have been defrayed out 
of income. Also, a direct comparison can be made of its charges 

1 This value due to a .. trying out of the plant," or its adjustment of p .. rta. 
called by engineers .. adapta.tlon or BOhdllicatJon" 18 one of the .. mta.ng.ble 
values," notsd by Profesaor RIpley (l.c. II, p. 238) &8 lymg outsIde PhYBlcal 
ValuatiOn, which he desonbes at length. The general procedure of the Com. 
misalon is inrucated 10 its own Reports. Mr H. N. Hayes 10 the Harvard 
Qvarlerly JoumaJ 0/ ECOnoflltc8, argues that, though It is often imp0881ble to 
get directly at the .. ongmal cost" of a pubho utlbty, yet an indIrect routs 
to It is IN&lIable. For the ages of the nmts of expense beIng known, nmts 
of the same lund and age can be grouped together, and the pnces paid for each 
nmt in MOh year can be obta.med from the books of the concern, or from other 
BOUtees: but he admits that this method would not generally be av&llable 10 

regard to the oost of railway land (pp. 621 and 628). • 
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as a whole, with those of other railways which have about equal 
facilities for obtaining a dense and regular traffic, equal costs for 
materials, etc. Some of these railways are sure to be managed 
efficiently and honestly: and they will serve as a touchstone 
for the rest. 

In all such valuations it is difficult to decide what value to 
assign to railways' land, and especially such of it as is situated 
in the centres of great cities. It is said that the land needed 
for-Yaddington Station and its approaches cost only two million 
pounds; but that fifteen millions had to be paid fifty years 
later for the neighbouring Marylebone Station and its ap
proaches: and the rise in'value of the sites of some American 
termini has been much greater. 

It may be added that, though the studies by the Interstate 
Commerce Commission in regard to railway capitalization have 
as yet made but little advance, it has seen its way in 1914: to 
allow an increase of five per cent. on the charges levied by the 
railroads between New York and Chicago; on the ground that, 
existing rates did not enable the weaker of those lines to obtain 
reasonable remuneration on their presumed capital; and "rail
ways must live." In 1908 it had called attention to the fact 
that, the numerous holdings by railways of each other's securities, 
have caused the capital, on which the power of earning income 
might reasonably be claimed, to appear to amount to sixty-eight 
thousand dollars per mile; whereas only fifty-eight thousand 
dollars per mile of securities were in the hands of the public. 
It had pointed out also that, though these intercorporate hold
ings are not sufficient to give absolute control; yet, individual 
holders seldom vote, and the proxies given by them are not 
based on investigation: so that the intercorporate holdings being 
"in concentrated form, virtually dictate the policy of the 
corporations, whose securities are thus held"; with the result 
that vast systems of railways have come under the domination 
of the same group of financiers l • 

1 Tina Report on Intercorporate relatlO7l8 0/ rllilwaV' is .. very instructave 
dooument. It starts hom the position that "a singlo carner in ~aking a 
return of CApItal 'm the handa ot the pubho' regards another oarrier ae one of 
the public. ••• H however the problem be to 8tate the amouut of aecuritlell which 
are an aotual or OOIltmgent olaim upon the revenuea of the eountry eoltmdered 
as a whole, the phrase 'in the handa of tlul pubho' muat exolude all railwe1 
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Financial complications of this kind do not materially affect APr. H, 5. 

the relatIOns between competition and monopoly in the Bntish 
railway systems. British railway directors have the virtues, 
together with the defects, of their partial detachment from the 
speculative, as well as the technical, excitements of railway 
affairs. Most of them are well advanced in life: they have won 
the esteem of others by capable and upright control of large 
affairs; their pecuniary interests in the general prosperity of 
the country often exceed their personal interests in the finances 
of the railway, for which they are responsible. In short they 
are at least as incapable both of underhand intrigues and of 
in<hfference to the common good, as any body of men that can 
be found. It may be true that they have hitherto been inclined 
to adhere to well-trodden paths rather than venture boldly on 
new courses that hold ~ut promise of advantage. But the 
importance and the resource of modern railway science are 
becoming recognized steadIly, though slowly: and there is reason 
to hope that the general broadening of the scope of British 
education will ere long raise the alertness and resourcefulness 
of the supreme control of British railways to as high a level as 
that which has long matked its probity and pubhc spirit. 

holdmgs." Until 1908, no allowance had been made for this. The inoident 
illustrates the extreme chffioulty of nghtly readmg company statistics, even m 
cases where nearly all afi8.ll's are conducted m pubho. 

PM ,wategy of ureal. ra.lroada, 1905, by F. H. Spea.rme.n, oontams a fasci. 
nafang &ccount of great camprugnB m which Vanderbilt, ClIolIsatt. Ham.man, 
Hill, Gould and other men of Napoleonio genius for construcfaon, and in some 
oase8 for destructIOn, won dommion and oocasionally lost 1t. Illustrated by 
maps, it presents m short oompaslJ a general Vlew of the more seneafaonal epl. 
sodes m AmerIcan rrulway history, not easily to be obtamed elsewhere. 

In VoL II of RIpley's Ra.lroada will be found analyfacal acoounts of vanous 
fonns of poohng and oombmafaon, WIth their relatlona to Anfa·trust Laws. 



APPENDIX N 

SOME AMERICAN INDUSTRIAL STATISTICS 

APP. x. The recent increase in the size of the representative 
industrial establishment in.Americal • 

The American Censuses from 1850 to 1880 relate to in
dustrial establishments of all sorts, including those in .. hand 
and neighbourhood industries" (or as we may say shortly, though 
not quite accurately, "workshops industries"), as well as in 
manufactures properly so called. The Census of 1890 gives 
returns on the old plan; and also in regard to factories only
the plan· which has been followed since then. Consequently the 
most ~rtant comparisons for our purposes are between the 
years 1900 and 1910: though earlier figures have some useful 
suggestions. 

'l'he unit throughout is an "establishment": which is 
generally .. a. separated plant or mill": its size suggests the 
command possessed by it of the economies of production on a 
large scale. Economies of marketing are often better represented 
by statistics of .. businesses": but on the whole, the establlsh
ment is doubtless the best unit3• 

The table given below' shows that the 208,000 establish-

I This Appendix is attached to p. /lIl. 
I Further the boundaries of an establishment are more definite and aaoertam. 

able by Census omoen than those of a bUSIness: and, .. one important conoem 
of a Census 18 with the local chstnbutloD of industries, confUSlon would have 
been introduoed by groupmg together plante in dUIerent places. But "two OJ: 

more plants operated under a common owneJ'8lup, or for wluch one At of books 
of acoount is kept," are 80metimClll regarded .. a Bingle establishment. (AbdracC 
oj the O/lfl.BU8 of 1910, p. 435.) 

• The followmg 18 part of a table in the .tlb4tracl o/Ihe O_~ 1910, 
po 431h • 
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ments engaged in manufacture in 1900 had increased to 268,000 APr •• 

in 1910: but meanwhile the total value of their output had 
increased from $m 4,831 to $m.8,529: that is their average 
output had increased from 232,000 dollars to 318,000: if we 
go back to 1850, when workshops etc. were reckoned in, we find 
the average output of an establishment to have been less than 
4,000 dollars. 

The wages bill of factories etc. increased between 1900 and 
~910 considerably faster than the number of workers; but not 
nearly so fast as the value of the total output of products 
(which of course includes the cost of the matenal'used); or of 
the net product (which is the value added to the material by 
the process of manufacture). This difference is mainly to be 
accounted for by the increased Utle of expensive plant, which is 
indicated by the fact that the horse power used had increased 
meanwhile from 10 to nearly 19 million units; that is, at almost 
the same rate as the capital employed. But prices were ruing 
fast during this period and therefore the increases in total and 
net real output were less than is shown by these figures. The 
years 1900 and 1910 were years of climax: the Census figures 
in regard to manufactures belong to the years 1899, and 1909, 
preceding the nominal Census yearsl, 

~ 
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1850 123 533 957 237 1,019 463 
1880 254 2,790 2,732 948 5,370 1,973 

(1900) (512) (9,814) (5,306) (2,320) (13,000) (5,657) 
1900 208 8,975 4,712 2,008 11,407 4,831 
1905 216 12,676 5,468 2,610 14,794 6,294 
1910 268 18,428 6,615 3,427 20,672 8,529 

The figures m braokets for 1900 m the upper 1me relate to manufactures in 
the old broad lense of the term, and are therefore compar .. ble WIth those for 
1850 and 1880: those JIl the lower 1me relate to manufactures 'In the B&rrow 
sense, atid are oomparable Wlth those for 1905 and 1910. 

1 The returns as to oaplta.i h .. ve always been untrustworthy: and mdeed 
Gener~ F. A. Walker. who put the Census of 1880 at a smgle bound near to 
the very Iugh leval 8UlC6 attamed by It. thought that they ehould not be 
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APP.II. These statistics have an interesting bearing on the influence, 
which the growth of giant businesses exerts on the relative 
demands for capital and for labour, and on the character of the 
'Work required of labour. The two sets of figures from the Census 
of 1900, given in the table of figures on p. 847, indicate that 
the cost of materials bears about the same ratio to the total 
value of the product in·workshops as it does in factories. This 
suggests that the stages through which material passes in very 
smaJrestablishruents are so small, that they can be worked by 
tnanuallabour with but slight assistance from plant, as easIly as 
the larger stages worked by factories with more elaborate plant. 

But a comparison of faotories and other considerable estab
lishments of various sizes shows that the cost of material is 
less than half the value of the finished product in rather small 
establishments; about equal to it in medIum factories, with an 
.annual output of $20,000 to $100,000; and about two-thirds 
of the whole value in plants with output of a million dollars 
and over. One reason seems to be that very large factories 
are chiefly concerned with work which can be done by expensive 
machinery, aided by a comparatively small amount of human 
effort: much of it does noli require to be highly skilled; and 
the total cost of each proce~ of manufactnrIYis therefore rather 
small. 

Industrial establishments having a less output than a 
$100,000 accounted for 20·7 per cent. of the whole in 1904; 

published at all. They are perhaps a httle leas inacourate in lOme dlrectiolUl 
now, than they were then: but their amblgUlties have inoreaeed WIth the great 
increase in the number of establishments in the same ownerslup. 

The following index numbers for the wholeslilil pnees of commodities, are 
taken from BuUehn 200 (A.D. 1916) of the Bureau of Labor StatistlC8, p. 17: they 
show, of course, a lese rapid rise in the pnoeB of manufactured than of raw 
commochtles. 

I IS9S lS00 1900 1901 ~ '90'/"10 
1911 1915 

'---- -- - - I-

I Raw oommodlties 60 65 71 71 82 DO 94' 86 100 

Manufactured I • 
commodities 70 75 80 78 89 93 98 DO 100 

All commodities.: 65 70 75 74 85 01 95 88 100 
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but only for 17·8 in 1909. In the same few years the share of 
establishments with output between $100,000 and $1,000,000 
fell from 46·0 to 43·8 per cent.; while that of giant businesses 
with not less than $1,000,000 output rose from 38 pe; cent. 
to 431• 

Of course some large establishments had many more than 
500 wage earners; and several such establishments had been 
set up as part of the same business unit. Business units so 
large were inclined to compete fiercely; then to enter into parley, 
and agree on terms of peace in regard to one anqther, supple
mented perhaps by arrangements for the discomfiture of com
petitors who could not be brought' into the agreement. Next, 
the alliances were strengthened and fortified: and, if they thus 
came into conflict with the law against combination in restraint 
of trade, a way out was found by amalgamation. But that did 
not lessen the dangers which they threatened to the pubhe 
interest: it merely altered their form and thus called for new 
investigation and regulatio~. 

1 Ab8tract oJlhe Cen8U8 of 1910, p. 464. The oorrespondmg figures for 1900 a~ 
not comparable, for they follow the old plan of moIudmg workshops eto.: mdeed 
nearly 4alf of the 512,254 estabhshments to whIch they relate, represent hand 
trades; and "in 68,523 of these all the work was done by the proprIetor WIthout 
hIred &SSlStance." (Reporl oJ Cen81J8 of 1900, Vol. VII. p. Ixnu.) The neglect 
of this fact seems to have been the oause of some lIDportant statlsuciaJ. errors. 
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APPENDIX 0 

NOTES ON EMPLOYMENT IN BRITISH AND GERMAN 
STEEL INDUSTRIES 

APPo 0. A-comparison of the Bteel indust1"ies 0/ Britain and 
Germany, with special reference to tlte pleas '!tat Ger'Tnallg'1J 
cartel and fiscal policies in association have benfjited tlte 
people. 

[The greater part of this AJlpendU: was in print before the 
World-war: and the present tense, used in it, refers to the 
decade preceding the war. It takes no account of a suggestion, 
which has recently been made, that some sacnfice of general 
interests to the advancement of the heavy steel industry was 
deliberately made by the German Government, in view of the 
strength which predominance in that industry would afford in 
the great war, which it was preparing] 

Reference may be made at starting to the summary account 
given above (III, IX, 4) of the numerous causes, which united 
to give the German heavy steel industry a more rapid develop
ment than the British towards the end of last century. The 
chief of them were sudden access to abundant iron ores, suitable 
for making good steel by a new method: technical skill and 
alert energy on the part of Germans in using this method: 
ill-informed opposition to the method by the British Govern
ment, and indlfIerence on the part of BritISh iron-masters: and 
the great advantage which a young industry, not encumbered 
by obsolete plant, has over an old industry, when the time has 
come for recasting old methods. Nevertheless German policy 
has resulted in causing those, who make her steel. to receive low 
wagesi and those Germans. who buy her steel, to pay dearly 
for it. 

The tasks involved in cartellization are appropriatd' to the 
temper of the German people. The long hours of more or less 
intensive work, to which they are accustomed. enable them to 
attend numerous disousaiol18 without dilliculty: the discipline, 
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to which they have been seasoned in military service, inclines Al'P. o. 
them to submit easily to cartel regulation; and, what is perhaps 
equally important, the semi-military organizatIon of cartels is 
well adapted to the purposes of an autocratic rule, which regards 
peace 88 the time of preparation for war. Moreover an auto-
cratic Government can exert certain kinds of discipline, which 
are not congenial to the temper of a self-governing people; and 
would, partly for that reason, involve lengthy discussions, and 
obstruct the proceedmgs of Parhament, if attempted in Britain. 
For instance, a cartel, which offends the German Government, 
may find that the charges for the railway traffic, in which it is 
specially interested, are quietly raised: or those on important 
rival products may be lowered, or the Protective tam may be 
modified to its msadvantage:· no such disClplme would be 
tolerable in Britain1• 

There is another reason for the bias in favour of cartels that 
is shown by a Government that is largely under the control of 
a wealthy minonty. It is, that cartel policy is greatly depen
dent on the aid of a Protective tarif, which tends to enrich 
many of those who are already rich; though it lowers the 
purchasing power of incomes generally, and especially those of 
the poorer classes. This again is an advantage from the point 
of view of German military autocracy: for the wealth of the 
rich is more accessible to the tax collector, than are the wages 
of the working classes, when once the taxes on ordmary neces
saries have been pressed as far as they can well go: and the 
relatively low standard of comfort enjoyed by the German 
working classes in time of peace has lessened the expenditure 
needed for maintaining a large army in peace and in war. These 
injurious influences are apt to be obscured by invalid argu
ments, one of which calls for attention here. It is to the effect 
that Germany's system must be advantageous to her working 
classes, since it-enlarges the funds which cartellized industrIes 
have at their disposal for the employment of labour: and it 
is suggested that Britain might therefore advantageously follow 
her eX8mple. 

;rhis suggestion seems based on exclusive attention to the 
interests of some industry that is being overridden in its own 

1 These remarks may b, collSldered lD oOllDllCtiOD Wlth pp. 633-4 above. 
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UP. o. market by the foreigner; and to ignore the interests of other 
British industries, whose alertness enables them to get the better 
of rivals abroad. No doubt increased employment in the former 
industry can be given by shutting out its rivals: but, for every 
million pounds worth of increased emploYlllent so given by it, 
about a million pounds less employment is likely to be given by 
those industries whose exports have provided Britain with her 
poweu>£ purchasing imports. Capital will gradually shift from 
those industries, which are doing most to make the country 
strong; and will pass to thos~ to which she has so far owed less. 
Of course they may be "nascent" industries: or they may be 
such as can properly receive financial aid (direct or indirect) 
from the State for military, 0: other exceptional reasons. The 
easiest, though not the best, way of doing this may be to enable 
them to sell their products at higher pnces and give increased 
employment, in consequence of the partial exclusion of rival 
imports: but such action will, as a general rule, only alter the 
distnbution of good employment, and will not increase its total 
amoun.t. Therefore. unless this shifting of employment is re
quired for some exceptional reason of high policy, its net effect 
is likely to be an injury to employees as a body. 

Protective tarifs and cartel-organization enable the German 
steel industries to obtain higher ga.ins from their outputs of hard
ware, textile machinery etc., when destined for we by Germans, 
than they otherwise could; and the German people may perhaps 
derive a minute indirect gain from this. But that gain is 
geaerally onIy a small part of what has been artificially taken 
from them. The Steelworks Union is indeed able to boast 
that it divides out the benefits of the Protective taro equitably 
among all steel "users": but, as has just been argued, that is 
true only with regard to those capitalist users, who apply steel 
material in business. Those who use the steel products as 
utensils in their houses, or buy products made by steel plant, 
have no place in this arithmetic. 

The German people have indeed some relief in regard to the 
transport industries. For the Government has a special iaterest 
in the supply of steel for railways and ships. It buys steel.for 
railways on advantageous terms. And. it allows steel for making 
ships to be importE'd freell"i by which excellent provision it baa 
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conferred great benefits on the people. If that provision were UP 0. 

extended generally, Germany would obtain the necessaries of 
hfe on the same advantageous terms as Britain does; and the 
purchasing power of wages would be at least as high relatively 
to their money value as in Britain. Not long ago it was higher: 
but now it is much lower in consequence of that Protective 
system, of which German cartel policy is a partl. 

I An American onlooker says:-"The English workingman gets higher wages 
than the German workmgman. All the salaried men m Englash factones get 
hIgher wages, and work shorter hours, than the saIaned men m German lac
tones. The English agents in foreign parte not only get Iugher salaries, but 
inSlst on week-end holidays and on having eeveral afternoons oft dunng the 
week in order to play golf and tennis; whereas the German agent works every 
day and Sunday." Professor Carver, Pnmiplea 0/ Pohtical Economy, 1918, 
p. 347. Tho Pre&dent of the North Gelman Steamship Company, referring in 
Hong Kong to the questIOn how It was that Germans had already (m 1910) 
obtained nea.rly half the tra.de of the port, though the port belonged to Brltam. 
oallcd attention to the early desertion of the English offices; and added, "But 
in BOme of the German offioes those hghts will be burnmg up to nine o'oIock. 
That is the answer. We Germans are wmnmg the trade of the world beoause 
of our oapacity for, our willmgness to tIIOI'k. work, work" (Tile Tome.t, 21 Maroh, 
1919). 

The Report of the Board of Trade on TAt cold o/lolling '" (Jenna" towM, 
1908, p. ln, BUlDS up Its results as to the oomparative purchasing power of 
wages m Germany and England in the bwldmg, engmeering and pnntlng 
trades, by saymg that "the German rate of money wages per hour is about 
three·quarters of the Engbsh rate: and the cost of rent, food, and fuel nearly 
one· fifth greater than in England": that is, Enghsh real wages are more than 
half ae much again ae German. The seoond half of this statement "is based 
on ths .Enghsh standard of oonsumphon": the ihfferenoe would have been 
rather le88, If based on the German standard. 

ThIS result is oonfirmed by the eVidenoe published in eeveral Reports of 
the Tanff COmml8Sl0n. For instance, In that on TAt engoneenng .ndtl8tnu, 
1909, many Witnesses referred to the rates of money wages in England and 
Germany: every one of them saJd that the rates per week were hIgber in 
England, and the hours of work shorter; and twelve gave numerical estlmates 
of the difference. Three of these put it low: an equal number put the money 
wages per hour m England twice IIoS hIgh as in Germany. The average of aU 
the esttmates seelDS to comclde WIth the Board of Trade estImate, quoted above, 
that before the World-war the Enghsh money rate per hour was one· third greater 
than the German. The Reporl Otl tAt .1I'ppong a"" .lIopbu.uong ,ndtl8lriN 
[Cd. 9092] 1918, p. 27 laya stress on the fa.ct that in the steel industry "oom. 
petltton WIth Germany was, in the view of the steel makers, rendered difficult 
by the loy wages preva.ilmg there." Of oourse nmformly hIgh wages throughout 
all industries m a oountry do not., matenally affect the rela#ove values of her 
unpocts and exports of manufactured products: and therefore they have leBB 
influenoe on the oourse of trade than IS suggested by the cODSlderatlon of one 
industry alone. But this doea not atleot the authonty of the Colllllllttee on the 
matter of lao" 
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APPENDIX P 

COOPERATIVE AND COLLECTIVE ORGANIZATION OF 
INDUSTRY: METHODS PROVED AND UNPROVED 

The great services to progress rendered by cooperation 
and copartnership i and tlteir limitations1• 

Experience has partly moderated and partly confirmed the 
bright hopes that were entertained in this and other countnes, 
about half a century ago, to the effect that cooperative production 
and copartnership together would gradually develop a set oE 
working class leaders with wide business experience, and well 
able to judge what business risks can advantageously be carried. 
by working men, either separately or in "copartnership" with 
experienced business men: and what must remain over for 
management by business men alone, or by the State. In the 
last two generations much has been learnt as to what can be 
done even under present conditions, and what could be done 
under a nearer approach to ideal perfection of human nature. 

To begin with, the provinces of cooperative production and 
of production under Bome copartnership arrangement have been 
in a measure marked out. "Cooperative" undertakings in the 
technical sense of the term, that is those which are entirely in 
the hands of the manual labour classes and other people of 
small means, are seldom able to engage successfully in industries 
other than those of marketing staple goods for general consump
tion, especially by the working classes: and in the production 
of some kinds of these goodsl • 

Copartnership has a wider scope. For it leaves the chief risks 
of the business concerned to men who have had experience in 
selecting risks, and abiding by the results of their selection: and 

I Th1a Appendix is uaociated with III. XIV. 

I See above. pp. 293-6. 
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yet it gives to employees a substantial clirect interest in the APP. P. 

prosperity of the business; and a share in its direction, which 
places them in some respects almost on a level with their 
employers. 

But the plan has some disadvantages. A business which has 
special methods of production, or special knowledge as to favour
able markets, may fear that working men directors will be drawn 
on, without evil purpose, to communicate to comrades informa
tion, apparently unimportant, but yet likely to help any nval 
business that it may reach by indirect routes. And if the working 
man director is reticent, his comrades may suspect him of want 
of loyalty to the collective interests of his class. In vain do 
advocates of copartnership urge that the interests of employers 
and employed are closely allied;' and that an exclusive loyalty 
to one side is antisocial: the fact rt'mains that many trade
unionists, including nearly all who are of militant temper, look 
with some suspicion on copartnershipl, 

Thus it has resulted that those copartnership schemes which 
have attained a lasting success have generally owed much to 
men who have anticipated by a generation or more that attitude 
to socio-industrial problems, which has become prominent in the 
last few years and has found a partial expression in the Whitley 
Report. They seem to have all been endowed in exceptional 
degree with the master faculties-sympathy, imagination, 
strength and tact2, 

1 An extreme mstance ma.y be quoted from a ma.nifesto ISsued on beha.H of 
Nationa.! Gwlds, a.s to which somethmg will be S8.1d a httle Ia.ter on: "Is there 
any objection to profit sha.ring and collective pa.rtnership WIth the men, not 
collectively 8.8 a Umon, but mcbVIdua.1ly?" "Yes: for every man so amgled 
out IS spmtua.1ly transforred from the Side of labour to the SIde of ca.pitaJ. HIS 
concern is no .longer to a.bohsb the wage-system for lumself, hIS fellows, and 
the na.tion a.t large, but to obt8.ln a.ll the profit he ca.n extra.ct from it." (Quoted 
by Bechbofer a.nd Reckitt, The meaning 0/ Nal.onal Gu.lda, p. 295.) 

Lord Leverhulme, wnting with exceptIona.l knowledge from the opposite point 
of VIew, throws part of the bla.me for the slow progress of the movement on 
suggestions tha.t the adoption of copa.rtnership by an employer is "generous" 
or "plulanthr0PIO." (The S.z-kour day, p. 105.) Ite trne cla.un to be welcomed 
by employees, a.nd therefore to succeed, IS that it mvites them to contnbute to lte 
effimenoy Iluoh elemente 8.8 he WIthin their power 8.8 ccmra.des. There may be an 
element of benevolence in comra.deship; but it must be unOOnsCIOUS: lf it IS 
obtrnded, the verdict to be p8.8sed on it is felo de 86. 

I The La.bour CommiSSion of 1891-4 wa.s much occupied with the a.ims and 
difficultiea of copa.rmershlp. One of its members. Mr Livesey. was workIng out 
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AI'p. ,. There seems to be but little force in an objection, sometimes 
raised against profit-sharing, to the effect that it gives an ad· 
vantage to some classes of employees, relatively to others: for 
'as a rule that advantage has been earned. Nevertheless there 
is something to be said for the proposal that, where practicable, 
the profits made in an industry in each year (or half year) 
should be ascertained; and some definite percentage of the 
wholA be paid into a common fund, to be divided among all the 
workers in the industry in proportion to the wages earned by 
them in that periodl • 

The fact that cooperation and profit-sharing have done much 
excellent work is evidence that human nature is ready for 
considerable advances towards an organization of industry on a 
plan more generous and unde; a less rigid cash-nexus than at 
present. But the fact that progress on these lines has been less 
rapid and continuous than had been hoped by many I suggests 
that further movements in this direction must be cautious as 
well as resolute: that each advance must be well established 
and consolidated before making new calls on the chivalrous 
spirit that lies deep down in human nature; and that the 
greatest error which reforms can make is to move so fast as to 
induce reaction. These considerations seem to have been in· 
sufficiently considered by advocates of speedy movement towards 
the setting up of "National Guilds." 

an excellent example at the South Metropolitan Gas Company'. WOl'b, which 
reckons two art18a.Dl1 and one elerk among its dtreCtors: _ C. R. Fay, Copartner. 
81np in Indu8/ry, 1913, p. 105. In 1917, 64 Enghsh Copartnership Productive 
Societies made a profit of over twenty per cent. on a capital of £800,000, and 
paid about a BlXth of that as DIvidend on wages. In Scotland the United Bakinc 
Society made a profit of £80,000 on a caPItal of about £600,000 and paid a 
DIVIdend on wages of over £7000. In connectIon with these matton, see above, 
pp. 289-295 and 319, 320. 

I This suggestion was made by Professor Cannan to the Coal Jnduatry Com. 
mission in the course of a powerful argument against natlonahzatioQ of the 
mines (see The T,mea, 25 Apnl, 1919). Some of the OPPOrtUDlUes, which profit.. 
shanng plans aiiord for suggestions from emploYeell to employen, caD DOW be 
obtained through Works Committees. Joint Industrial CouncIla may not onll 
conaider broader questions of Ol'garuzation thaD thoae that be wlthm the scope 
of a single busmess: they may also tend to promote elfeetive cooperatIOn among 
bUBlnesses in such eases as that of several adjacent mmes, which llOuld econODlJZ8 

shafts, mterna.l transport, eto. by agreement or fuswD. 



INDEX 

[RefCl'encu under each kead,ng are afTanged ,enerally on numeraca.l order. bvt 
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Abbe,and theZeisa works 353-4, 360n. 
Accountmg, In ea.rly tunes 310; Ideal 

system of 365-6, m a small busmesa 
366 n (See Cost.aocounte) 

Aoworth, on nationalIzation of rail. 
ways 494; 834 n. 

Adam Snuth, Appenda D, hlsonticism 
of meroantlllSm 44-j). 719. ohange 
mpomtof VIewaince he wrote 45-6; 
on automatlo oooperatlon 600; h18 
influence on progress of econOmICS 
673-4, on relation of towns to coun
try 686; on State mtervention 719. 
'143-8; on J. S. Companies '127-
29; on naVIgatIOn laws '130; On 
colomes '132 n • 734; h18 large lIDpe. 
nahsm '134--5; hIS relatIOn to the 
PhysIOcrats '141. '143. 745. Schmoller 
on 745; ms strong natIOnal sprnt 746 
-'1; h1S exceptions to "natural law 
ofhberty" 747; on bounties 746-'1; 
mlsunderstandJngs of h1S posItion 
'147-8 n.; on exportation of com 
'149; In relation to h1S successors 
758-60. 765; his protest agamst 
selfish practices '181 

Addls, Sir C., on Britlsh banking 
619n. 

Advertl8ement, oonstructive and oom
batlve uses of 304--7 ; m thec1otbJ.ng 
trade 304 n.; of typewnters 305-
6 n.; m V.S. 307 n.; and newspapers 
307 n.; and psyohology 307 n 

Aeroplane industry, standardIzation 
m 227-8 

Agent·m·oharge 615-16 
Agrlculture,lts finanoialstruoture 51-

2; Enghsh system of 63-4; Protec
tion to, 82-3, 749-64; its emprncal 
oharacter t1Il reoently 199-200; In
Cidence of taxes on 824--'1 (See 
Land. Dlmmlsmng Return) 

Air pressvr'" subtle afphcationa of 
212n 

.. Alfred" (Samuel Kidd) on economists 
and Factory legISlation 763 

AlummlUm, and electncal develop
ments 803 

American J YJI. III, VJI, VJII, Appen-

dices G, N, leadership in standardi
zatIon 11. 140-1, 146--52, 232-3, 
304 n ; sprnt of youth 141; ea.r1y in
dustnal oonwtlons 143-6, '173-6. 
778-9, homogeneity of demand 146 
--50;ratlwayscompared wIth BntI8h 
151-3. 446-7, 452; localIzed m
dustries 151-2, 287-8 n.; sCIen
tific management 224, 370, 374, 382. 
387-8,390 n.; laVlBh use of adver
tlsement 295, 304 n., 307 n.; ma.sSJ.ve 
retailing 296, 299 n .• 302-4. mgh 
retaLl pnces 303-4; J. S. Comparues 
318,327; employees 327; company 
promoters 332; busme88 men 156, 
358-9. 361; raLlway sCIence 445-
6; protective tanfs 760-2. ratlway 
dlSonmmatlon 836-8; method of 
way statlstlCS 838-9; statlstlCS of 
industnal estabhshments 846-9 
(See Uruted States) 

Anti-trust Act In3, 517-18; and mter-
locking &rectorates 542 n. 

Appenwces, funotlon of 11-12 
Architecture, and masons' stnke 409 
ArIStotle, h1S doctnne as to trade 253 
Armonr, J. Ogden, h1S defence of the 

beef monopoly 417 n., 489 n. 
Art, m EnglI8h Industry 63, and in 

French 110-12, 113, 116, 118,120, 
its relation to custom 197-8; and 
retatl pnces 282; m Tyrol 808 n.; m 
Florence 821 n. 

Ashley, P. 635 n , '169 n. 
Ashley, Sir W. 686 n., 707 n., '124 n .• 

on England's early woollen trade 
718 n., 769 n. 

A88oclatlon, m laboratory work 100-
1, 180; for trade mformatIOn 102 
(See Construotlve cooperation) 

Atkmson, H 385 n. 
Auerbach 354 n. 
Austrahan, foreIgn trade 24 n.; m

dustnal character 160-1; control of 
monopohes 523 n. 

AutomatlcorgamzatJon, in British wool 
trade 49--51,579, 116, In the cotton 
industry 599-603, in Holland 69£ 

Aves. E, on London trades 816 n. 
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Babbage, on utilization of by-products 
239 n.; a.nticlpated ideM of sClen
tafio management 224--5, 376, 378; 
on methods of inquiry 376 n; h,s 
"Differential MachIne" 377 n.; his 
worka.ndLa.rdner'scompa.red449 Do 

Bacon, on dominion of the sea 731 
Bagehot 92 Do; on private banks 346; 

on definition 680 n. 
Banking systems,British 53, 103,313 n.,. 

337-40, 346-9; 618-19; German 
and American 341-8, 558, 566-8; 
Dutch 695-6; exp&Dlllon of umt 
In 340, 618-19 

Barker, J. Ellis 130 Do 
"Ba.smg-pomts" 837 
Bechhofer and Reckitt, on Nat.1onal 

GuIlds 855 n., 659 n. 
Bedstead Ma.kers' Federation 606 Do 
Beef, monopoly 417 Do; Jomt products 

806 • 
BelgIum 107 
Benn, on SCIence and Industry 609 Do, 

633n. 
BIOlogy, and struoture of bnsineas 

163-4 
Black Death 705-6 
Blanket ratee 837 
Blondell 109 n.; on Frenoh cha.racter 

IllS 
Bonar, Dr 396 n. 
Booksellers, profits of 302 n. 
Boot and shoe mduetnes, standardlza.

tlOn m 232-4; tying contracts in 
232-3n., 536, 626 Do ; in Tyrol 714 n. 

Booth, Charles. his estimate of London 
poverty78; on London trades816n. 

BountIes,and German protective dutIes 
on coa.l 664; Adam SlIUth on 746-7 : 
on exportatIOn of gram 749-00 

Bownng 768 n., 769 n. 
Bra.dford Dyers' Association 605 
Branch-shop Companies 298; com-

pared with sruppmg comparue8 434 
"Branded" goods, theIr influence on 

methods of ma.rketmg 300-2 
Brassey, ThomM, on diet of navvies in 

England and France 115 n. 
Bray, on changes of fashIOn 809 n. 
Brentano, on Cartels 648 n., 572, 586 n. 
Brllann.a Languena, 1680, contrIUIt 

between Enghsh a.nd French work 
113 n., 711 n., 722 n., 731 n. 

British III, IV-VI, Xl-XU; and Ger
man efficiency compared 95 n., 101 n., 
103,556-7; educatIon reforms 95-
102, 129, 132, 357; fruIts of mven
tlon reaped by others 101 n.; banks 
103, 338-40, 347-9, 618-19; 
Confederation of Nationel03;" Trade 
CorporatIOn" 348-9, 506 n.; rall
way aClence 449; cha.racteriatiCi in 

railway traffio 452-4, 464., 490-2, 
Canals 451, 497-606; Trusts 510, 
595-8; Trust legislation 642-
3 n.; mdlVlduahty 580,582-3,588 
-9; ooal vend 509, 585-6: steel m
dustry, 587, 621-2; Pottery Ma.nu
facturers' ASSOCIatIon 604, Dye-stuffs 
CorporatIon 608: Manufacturmg 
Corporation 615-16 n.; dependence 
on mechanical apphances 650 (See 
Engltsh) 

Brown, H. 693 n. 
Brown, Prof. H. O. 836 n. 
Browne, Sll BenJamm, on standardi

zation and the skilled artIsan 209 
Buoher 55, 378 n : analysis of "do

mestIO industry" 718 n. 
Bureau of Corporatlons (matured as 

the Federal CommISSIOn) 517, 576; 
in relation to the U S. Steel Cor
poration 680, the Lumber mdustry 
031, and the explOItatIon of water 
power 532; its report on Petroleum 
a.nd other industnes 0~3 n., 635 n., 
536n. 

Bureaucratio control, its danger in a 
democra.tlo country 602 D, 851, 666 
-7,669-71 

Business, elementary forma of 166 n.; 
changes in 167-70, 179, 215-16: 
ambIguity of terms "large busme8ll" 
173-4, and "head"of3ll; quahtJee 
requiredforI73,354--6,358,583-
4,646: growing Importance of exact 
balance sheets m 310; up" <k corp6 
m 326-7; phllanthropy in 353-4; 
UniverSity trammg for 357, 361; 
SClentlfio Mana.gement applied to 
381-94; and rISk takmg 645-e 

Business Finance, enlargement of Its 
b&8l.s 346-9, 618-19 

Busme88 men, and the study of Eco. 
nomlcs 11, 679, 821-3; change m 
thell competitIve character 179. and 
in thellrela.tlODS to employees 350-1 

BusineM umt, expa.n81OD of 214-21, 
340, 509, 846-9, some techmcal 
mlluences on its SIze 235-42; how 
affected by standardIzation and 
speclaltzatlOD 244-7, 508-9 

Butter, standarm:zatlOn of 812 
Buyer, in relation to seller 271-4, 

402, 419-20, 620-1 
By-produots, and the expalll!ion of the 

busmesa unit 238-42 
Byron,oD monopohstlc power of" Con-

ferences" 438 n. • 

Cab faree, elJect of a me in 300 n. 
Cable Makers' A880cmtlOD 607 
Cahco Printers' A880C1&tion 597 D., 606 
~wer, on &rIm Hlgh-fiaanc. 343 n. 
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Campbell, C. W. 682 Do 
Canada, relatIon of her leadershIp to 

that of U.S. 160; and control of 
monopolies 522-3 n., 542-3 n. 

Canale m, VI; early hIstory of 40,831; 
German systems of 125, 499, 500, pre
lent weakness of BrItIsh 498-.500; 
oombmed wIth motor traffio 601-2; 
&Ided bv electrICIty 501-3; m rela
tlon torallways50G-l, 504-6, and 
the State 505-6; in France 499; 
and nature ofagrioultural land 504n., 
and decentra.hzatlon of populatlons 
502,505 

Cannan, Prof., on nationaJizatlon 
856n. 

CaPItal, origm and early forms of 36, 
47,51,67,691,709--13,chleflysaved 
by mIddle and upper cla.ases 649 

CapItahzatlon and ltock waterIng 
331-7, 842-4; of U.S. Steel Cor
poratlOn 530 

Carey, on Protection 761, 7820., 783n., 
7840. 

CarnegIe, on the nse of the office boy 
m busmeesl56 n., 359, on attractlve 
power of raw matenal 169 n ; and 
standardIzatIon m brIdge bwldIng 
222; on UniversIty traIning for 
buamees 361; and the U S. Steel 
Corporatlon 364 0., 529, 605 

Cartels III, IX-X; a form of "Regu
latIve AssoclatlOn" 216; monopo
bstlo element in 280, 399-402, 
42G-I, 559 n.; their relatIon to 
"pools" 488; growth of in Germany 
341-3, 668-9; and Trusts oom
pared 51G-U; and ret&Jl trade 
547-8; and standarruzatlon 648-
50; StatIstICS of 649 n.; alhes of 
strong rather than weak 558-9; 
&Ided by bankmg systsm 341-3 n., 
558. 566-8, and Protecuon 563-6, 
851-3; theIr cl8.lm to stabIlIze in. 
dustry 629-35; theIr relatlOn to 
labour and to the State 570-6 

Carter 577 n.; on use of tymg clause 
by Bradford Dyel's' ASSOCIatIon 586 n. 

Carver, Prof, on Engbsh and German 
workmg man in U S. 387 0. 

Cement, adapted for local firma 236, 
586; Trust 1D relatIon to the Steel 
Umon 563 n ; oartel 671 Do 

"Cham-stores" 298 
Chalmers 38 n. 
Chapman,S. J., on small manufacturers 

2310.' on worlong cla.as factones 
320 n., 601 n., 645 n.; and Knoop 
801 n. 

Character, effect of migration on 34; 
and oooperatIon 289, 295; and 
Enghah chmate 70G-l 

Checks, in relation to 8lze of business 
324-6,366-7 

ChemIStry, lte mdustrial sigutficance 
(See SCIence m mdustry, and Colour 
industrIes) 

Chermgton 295 n.; on "regIIiar" re
t&Jlers 298 n.; on" cham-compantes" 
299 n , 306 n., 307 0. 

Chlld, SIr JOSIah 731 0., 732 0. 
Chlldren, employment of under do

mestIo and early factory ayatema 73, 
75-7; educatIon of 819--20 

Ch18holm, on trade m 1690, 683 n. 
Ohordala' LellerB 283 n. 
Clapham, Dr, on mechanical inven

tIona 620., 232 n.; on NavIgatlon 
Acta 71 0.; on Norfolk woolmdustry 
707n. 

Clark, Prof. J. R, on truste 521 
Clay, and the "oompromlSe tanff" 

• 778; on ProtectIon 780 
Clayton Antl-truat Act 517-8, 542 
Cleveland-Steven 832 0. 
Chile, Leabe 755 n. 
Coach servIces m relatIon to monopoly 

and competItlon 426-9 
Coal, marketIng of 267,451 n , 685-6, 

789, 814; and canal transport 503; 
"oombmatlon under proper Buper
viston" of anthracIte 531-2 n.; 
Cartel 552-6, 548 n.; and Britam's 
future 628 n. 

Coal-tar mdustriea, Gennany'. ad· 
vance in 95, 240 

.. Coal· Vend," antiCIpated leading Ideas 
of Coke and Coal syndIcates 509, 
685-6 

Coate, trade mark on cotton 40;\-4; 
growth of Its monopoly 595-7, 626 

Cohn, on Coal. Vend 586 n. 
Colbert and French mdustry U3; an· 

tIOlpated standardIzatIon 74G-I 
CIlle, G. H. D., and the "work fund" 

640 n.; on NatloneJ Good! 658-60 
.. Colleotlve" piece work 642. 659 
Colomes, ohanged problems of m twen

tJeth centurylO4-6, 735,653; Adam 
Slnlth on 142; age rapIdly when lBO· 
lated 143,and the Mereantlle system 
731-6 

Colour mdustries. Gennan 232, 24G-2 
Colson 109 n., 400 n., 449 n., 836 n 
CombmatlOUB 1U relatIon to partIal 

monopol" 196; m retaIl trade 280, 
300 n.; , Defen81ve" 401, of buyers 
and sellers 402; in the shlppmg 
trade 433-9; and oonstruotlve 00· 
operatlon 519. Schmoller on 544 n.; 

• meanmgs of the term 654 (See Car. 
tels, Monopoly, Trusts) 

CommlBslons of mqUlry, regulatlve m· 
8uencea of 44G-4, 634 



860 INDEX 

Common Law, in relatIon $0 Trusta 
511-12 

.. Common n or n allied" coste, dis. 
tm~UlBhed from .. jomt" and" gene
ral'192-4 

"CommunIties of interests" 340-3, 
343--6,540--2,570 

CompetItIOn III, m-vI1 not neces· 
sanly aggre881ve 179-80, 396; Its 
intsrpermea.tIon WIth monopoly 396, 

• 397,423-9,448, 512; Stephenson'. 
- dlOtum >IUI to 409, 485; and road 

traffi0-426-9; and ocean traffio 
435~; du,,"uctwe forms of com· 
bated by Federal Trade Ant 518, 
520,521,522; "unfa.lr" methods of 
537; mea.mngs of the term 653-4 

Conder, on can&la in relation to r&iI· 
ways 499n. 

n Conditional" or "mcomplete" mono
poly 397, 398: and raIlway problema. 
450 n.; in multIple ownershIp (Ap. 
pendIx L) 

.. Conferences" 435-40; South Afri. 
can 438 n., 439, 441-2 n., 444 n. 

Conrad, on wheat pnces 261, 75711.; 
on purcha.se of colfee 814 n. 

Consta.nt Return, and elastiCIty of 
supply 188 n ; in relatIon to mono· 
poly pnce 404 

Oonatructwe cooperation m. xt-xtt; 
and mdustnal resea.roh 99-102, 
179-80, 604--9; contrasted WIth 
de8tructwe competItIon 179, 518-
201 and cartels 179, 562; and the 
work of the company promoter 329-
31; of ra.uwa.ys 487-92, and cana.la 
505; alltomatlo forms of 698--603; 
m engIneering and electnca.l trades 
591-2, 615; m pottery and other 
mdustnes 603-10; in export trade 
612-16; in marketmg 611-16, 
633,813 n. 

Consula.r service, improvement in 
102 

Consumer 215; effects of machmery 
on 248 n.; and pnce regulatIOn 
622; defenceless agamst network 
of ca.rtela 623--6; Adam SmIth 
on 747-8n.; change. 1Il habIts 
of 804 

Contmuation schools, in England 98, 
351; in Germany lSI n. 

Cooke Taylor, W., on cluld labolll' in 
domestlo industry 73 n.; on MIss 
Martmeau 765 

.. Coopdl"ation " 011 the Rochdale plan 
289-95; and marketmg 299 0., 301, 
813 n., 815, 854; and mllla owned by 
workmg men 319-20: m daIry pro· 
duce 812 (See ConatruotIve 00· 
operatIon) 

Copa.rtnership 2112 11., 2115, 854---6 
CoX::if. foreign lupphe8 of 283 n.; 

amated Compa.ny 539---40 n.; 
and e ectriclty 803 

Corn·lam 82-3. 749-54 
"Corner" m wheat 200 n.; Leiter', 

263 Il.; in cotton 800 n. 
"Corporation" 613 (See Joint Stock 

CompaDles) 
"Cost.a.ccounta" 365--7; underacien. 

tlfic management 367-9; how &lded 
by &88OClatlons of mdustry 606. 610; 
oC railway property 840 (See Ao. 
countmg) 

Cost of production real and _31 
183; relates to whole proC68lles 181, 
190--2, 269; for .. market 183-4; 
and profits of mIddle man 184-5 n ; 
of JOlot producta 181, 191-2; itl 
relatIon to value 18". 194--6, to 
monopoly prlCe 404--5. and to 
pnce polICIes of far.seemg trults 
623-8 

Costa of marketing 184: attach to whole 
proceDe. 269-71; and "coBta of 
produotIOn" 274. for dI!ferentc~ 
of goods 274-82, 804-11 

Cotton mdustry. and mventlona 67 n ; 
and Itandardlzatlon 66-7; and 
ilia ve labottl' 145 n. ; vertloal and 
honzon tal espanslOD in 230; and 
looalIzatloD 286, 595, 601-3; aDd 
Jomt Stock Comparue8 320 D.; and 
standard wagea 382-3; apeclahza. 
tlOO III 601-3; and &880Clat1on for 
IClentdio research 606, 608: ea.rly 
hIStory of m U.S. 778-9 n.; mar· 
ketl 799-802 

Countrl6s, new aDd old contra.ated 
al-2.61l60. • 

Craft gilds, ea.rly formed by weavers 
and bakers 704; thea regulatlona 
70711. 

Cr&lk 4. D .• 712 n., 731 n. 
Crump 26" 0. 
Cunmngb&m. Archdea.con, on OIlpitaJ. 

18m m exotIC trades 717 n; on 
"domestic" mdustry 716n., 718 0.1 
702 n., 707 n .• 724 0. 

Cume, SIr Donald 441-2 11. 
Curt188, 782 n. 
Custom, Ita mftuence in early civlliza. 

tlonl 197-9, 706 0.; and in agn· 
culture 199-200; its aId to mdu8. 
tnal technIque 198, 201, 797; bad 
no sway on pncea of harvest ~roduate 
797-8 n.; more plaatlO thaD It 
_ma797 

Cutlery trade, obstacles to machinery 
JD 213 D; and "mduatrial atmo
sphere" 284 

Cyole mdustry, ehangea ill U3 
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Dairy produoe, a.nd cooperation 292 n., 
812-13 

DarwlD's "law of the 8urvlval.of the 
fittest" often Dl18understood 175 
-6 

Davenant 724-5 n. 
d' Avenel, on ransoms &II a source of 

wealth 171 n ; Oil wheat pnoes m 
France 795-6 n. 

Dawson, W. H. 124 n., 662 n , 675 n. 
"DefenSIve" combmations 401 
.. Deferred f8bate." 439-42; their 

resemblance to" tymg clauses" 234, 
536,626-7; and AmerIcan railioads 
550n. 

Defimtlon in Eoonomlcs 214, 680 
Defoe, on charaoter of. the Enghsh 

40 n.; on chlld labour 73 n ; on Eng. 
hsh workman 113 n., 706 n. 

Demand, ellJ8hc<ty or reapolUIlfJtnU8 of 
181, 186, 403, 405, 794, 826, Its ad. 
Justment to supply 185-8 

Demooracy, m relo.tlon to SClentifio 
Mo.nagement 389-94; and dangers 
of bureaucratlo oontrol 602 D., 666 
-7, 669-71, 851 

Demolma 114 D. 
Denmark, oooperatlon and standardi

zation of daIry produce 812 
Dent, on State rauways 496 
Denton, England ,n eh8 F.jteemk Oen

tu,y 702 n.; on mland ports 703 n.; 
on Black Death 706 Do; OD wages 
709n. 

Department Stores 296-9 
.. DeposIts" of a bank, their relatioD 

to natIonal weo.lth 339 D. 
DepressIon of trade, mfl uence of price 

regulatlona on 629-35 
Dewey, Prof. 777 D., 778 II. 
Dlercke 109 n. 
Dtmmlshmg Return, in agrJcultlll'e and 

mmmg 188-9; dIstingUIshed from 
mappropnate wstnbutloD of reo 
source. 189-90 n; m buudmg 
190 n ; and taxatIon 405 n.; m reo 
latlon to colomes 731, and to Pro. 
tectlOn 760--2 

DlscrlmmatlOil, lU retau trade 282, 
4.16,439-40,521,810-11; lU rau· 
way traffio 4HI, 439-40, 460-2, 
472,482, m the beef mdustry 416-
17 n ; conatructlve and destructive 
417-18; regIOnal 836-7 

D18raeh, on elfaot of war loana 78 n.-
9n. 

DlVIlROU &f labour, AbbA on 353; rise 
of 682 (See Speclahzatlon) 

Dodd, George, 'I'he food oJ London 
804 n. 

"Domestlo" indu.try 49,715-16: in 
Germany 124 110 

Dress, inflmmce of Paris and J,oudon 
on 112, and faawon 808-10 

Drury 373 n. 
Dudley North, on Money '723 
Dumas, OD fortunes am .... ed by state •• 

men 171 n. 
Dumpmg, by Bntain 157, 63J-l, 781 

-2; by radway. 479: or "local price 
cuttmg" 521-2; by German,y 563 
-4, 629-30; American leg18lauon 
on 630 

Dyche, J.A., "the Jewiah ImmIgrant" 
247 D. 

Dyemg and fimahing. generally worked 
by powerful firms 231, 595, 597 
-8 

Dyer and Martm 205 n. 
Dyestuff mdustrles,and mtercommuni. 

catIon of proce.ses 241; secrecy m 
508; In Germany 570, CorporatIon 

• 608; state 8SS18tanoe to 672 n. 

Eokert 753 n. 
EconolUlcs, method of, Appelfdix A: 

and busmeslI men 663-4,805-7; 
m first half of 19th 06Utury 758 
-60 

EconomIes, e:llI.rnal and internal 167; 
due to advance m tecbmque206-13; 
m tbe steel mdu.try 219-28, 528; 
of umform and contmuoua process 
235-42; m the clotwng trade 304 n. 
due to agreements of rallways 487-
92 

EconomIsts. not opposed to Factory 
Acts 77, 763-6; the .. overstate· 
ments of arguments for Free·trade 84 
-5, 758-60. and econolUlo method 
673.0....4; pohtlcal use of term 750 

Edgeworth, Prof., on theory of mono. 
poly 399 n.; on mathematical ada 
of rauway sOlence 449-50 Do 

EducatloD, Appendtx K; in Scotland 
63, 96-7; reform of m Brltam 
95-9, 636-8, 672; BritIsh and 
German compared 97 n, 129--32, 
357, teclmloa1 and workshop 351-4, 
and spellmg reform 352, function of 
356. 819-21; of busmesa faoulty 
356-7.583-4.821--2 

EffiCIency, conwtlons of 350-4; and 
sClentIfio management 368-9, 
374 n., 377-8, 384-8 

Eggs. gradmg of 812 n. 
Ehrenberg 171 n., 692. 722 n. 
EllJ8hct/lI. or reapo .... we".sB of d_ntJ 

181, 186, 405. 794; m relation to 
monopoly 403, 404, 826 

Eladoe.ty oJ BUpplll, Wltb regard to 
short porlods 188 n. 

EleotnClty, Appendtz H, 2; organi. 
zatlon of Its mdustry m Germany 
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569-70, 817; and ama.Il produce1'8 
717 n., 789-90 

Eleotno Supply Company and exola. 
mve deaJmg 536--7 

Elhson, 58 0. 
Emerson, Ius method and Taylor-. 

compared 368,373 n., 385 D., 391 11. 
Emery, Prof. 260 n., 7750. 
Emigrants, cost of transport of 430 11. 
Employee, growth of uprd da CI1rp6 of 

326; and relations to employer-32'l. 
350-4, 381-3 (See Labour) 

Engineenng trades, advance In tech. 
mque of 206--10. 218-21; dunng 
the world-war 223--41; in relation 
to standardization 221-2 

Enghsh I. m-v; characteristics 35, 
55--6,61-2,101 n.,24'lD..453,464. 
701, 810; agriculture 51-2. 63-4; 
education reform 95-102 (See 
British) • 

"Equal pay for equal output" 84611. 
Eqwhbnum price 194; wstanee of 

unstable 421 
Espnl da corpII B8 • business motive 

325--7 
Evolution of Industry 9-10, 697-8 
Expensea of production, in relation to 

marketmg 183--411.; and value 
194--5 

Export prices, of German. steel564-lS; 
of potash 575; in Germany 768,770; 
m U.S. 781-2 (See Dumping) 

Export trade, changes in Its methods 
613; constructive cooperation m 
613-16; functions of agent and 
merchant in 614-18 
Ez~ economies 167; in relation 

to Increa.smg Return mdustry 187; 
and atandardlz&t&on 227. 244-7 

Factory Acta, not opposed by leading 
econoDllBts 77, 763-6 

Factory system, causes of degradation 
which accompamed it 71-7. 183. 
717-18 

FaJrB, and modem exhibitions 705 
Fashion 118-20; and .French indos

try 112; in ootton and woollen goods 
802; in retall trade 808-10 

Fatigue, in relation to acientlfio man· 
agement 386-8 

Fay, C. N. 51411. 
Fay, C. R. 657 n., 81311. 
Federal Reserve Act of 1913. 344 
Federal Trade CollllDlSSJon, and Ie-

stnctive competition 517--8, 520 
-2; and monolloly 531-2, 676; 
and cooperation m export trade 634 
(See Bureau of Corporations) 

FederatIOn of Bntlsh mdustnes 612 
Ferry, traffia on, illustratell interpeF-

meation of aompetition and mono
poly 424-8 

"}'1ghtmg brands" 435 D.; and Stan
dard 011 Company 533; and Tollaaao 
trust 535 

}mance, Its oontrol of industry 103 n., 
343--41. 640-3, 558. 666-8. 670, 
803 n.; aIld company promotwg 
330-7 

FIsh, retall price of 610 D., 805, 806 
Fhut, on profits of mdustnal amalga. 

mabons 3320.; on leaders of coo-
80hdabona 364 0. 

Flour milia. growth in Ilze of 236 
Foro motor worke and atandardlzation 

of operabon 237-8 
ForeIgn trade I, n; its relaboD to 

nabonal mdustrY 8-6; and rela
tions of Imports and exports 621-8; 
early fonna of 682-4, 686 

Fortrey 11311., 709 
Foville, on vanationa in price of wheat 

in France 109 0. 
.. Franchl88 trusts" 614 
Free Trads, AppeniliI E: and Bntisb 

Bhipbulldmg 690: and overstate
ments by econolll1llts 160-2 

Freight rates 430 D.; mfiuence of 
Trampe on 431-2: of Lmers 43+-4 

FreDch I. VI; inwVlduahty 115-20, 
817; leadership in fashion goods 1Ill, 
118-20: team work m desJgn 116. 
rallway policy 477-8; canaIa 499; 
mercanbhsm 740-3 

French lI'ar, aDd British industry 64-
'1; cbatresa caused by 73-7: and 
fiscal policy 71-85; com pn08l 
durmg 749-51 

Fruit, marketwg of 276, 805, 813 11. 
Function, in relabon to nab 266; 

orgaruzabon bv 371.-0 
Furruture, aosts of marketing 807-8 
"Futures" 260; m wheat and other 

orgamxed markets 261-7, 801--3 

Galton, on Eva8l0n of Wagea Acts 738 a. 
Gambhug and apeculatJoo 2.'>3. 258 
Gantt and sclentlfia management 368. 

373, 385. 391 
Garake and Felli 369 .. 
Garden c~tles 818 II. 
Gardmer, W. M. 101 0. 
Garton Foundation Report 393 II.. 
Gaskell, on employment of ChlldreD 

76 D.; OD domestlc mdustry 7160. 
Gattis, and rallway goods traffic 490 D

Gee, on colomal trade 733; .. 6aiunS 
industrY 744 a. 

OetUral and P",,'"CuUw Standardiza
tion 201-2, 221--3 

Oefl6Gl cAargu of • busin_ 181, 191, 
1'2-4,413: in relatloD to pnme-a 
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274; in cost &CCounting 367-9, and 
monopoly 413-16; of a r&J!way 
467-71 

German I, VII, III, IX-X, Appenwx F; 
charactenstlcs 101 n , 122, 136, 138, 
646-6; gllJJl from 'l'homa.s' mven· 
tlOn 94-ll,136n ,667,834, chemICal 
and colour mdustnes95,133-4, 241, 
670, methods of educatIon 97 n., 129 
-32, 367 n, 636-8; adaptability 

.104 n.; Umvers,t,es 123, 129-30, 
357: "scIentIfio proletanat" 131: 
"team work" 134, methods of mar· 
ketmg 135-6, resemblance to a new 
oountry 137: aSSOcIatIon of banks 
WIth mdustry 341-3 n, 347-9, 
658, 666-70, 803 n.; law agamst 
stock watermg 336 n.; ports 435 n ; 
Hamburg.Amenka sluppmg hne 434 
-6 n.; oanals 125, 499-500, 447 
-8: r&J!ways 126-6, 447-8, 478: 
Metal Buymg CombmatIon 670: 
leaderslup m cartels 343, 644-7, 
668,861; Company Law 645: ten· 
denmes towards gIant busmeBses and 
trusts 669-70: monopoly of potash 
675; protective tard 663-5, 852-3, 
769-72: wages and purchasmg 
powerofmoney853,debttoJews682; 
semI.mIhtary orgamzatlOn of labour 
682,851, commerOlaistrategy613n ; 
cotton market 801 n.: Dllsunder. 
standmgs of Adam SlDlth 747-8 n. 

G,ant busmesses, growmg self·suf
fiClencyof 167-70, causes of their 
mcrease 172-4, 242-4, 607-11: 
and aomal well.bemg 174-6: m
fluence of strong men m 363-4; 
m U.S. 627-43: m Germany 656, 
669-70: and export agents 614 (See 
Trusts) 

GIbb, Sir G. S , on State ownerslup of 
r&J!waya 494: and r&J!way statistIcs 
840n. 

GIlbreth, on economy of effort 380 n. 
Gtlds 137: theIr patnot18m and their 

.elfishness 686-6: their mfluence 
on decay of toWDI 707 n. (See Na
tional Gutlda) 

Gladstone, and the purchase of Enghsb 
r&J!waya833: on3rd class travellmg 
834n. 

Glass mdustry and sectIon&! interests 
MIn. 

Goldwm SlDlth 43 n. 
Gothein, Dr G., on State ownership of 

mme •• 74n. 
Government, III, XIV, 8: changes in 

Its 1'088wl. and appropr.ate funo
tlons 42-3, 46; mdustrIes durmg 
the world.war 224, 693: regulatIve 
lIlfluenC81 in Brltam 440-4, 480, 

491, 840 n., 843: and America 616 
-20, d18C\plme or ownerslup of r&J!. 
way. 492-600: and s1uppmg trade 
442-4; in relatIon to electncalaup. 
ply 602-3: and canals 606-6: 
monopoly of tobacoo 634: m relatIon 
to cartela 674-6: m relation to 
SCIentIfic research 608--9, 671-2: 
and capItal 648: and Adam SmIth 
719,743-8 

Gradmg of wheat 267 n.; ore and coal 
267; cotton 799; wool 801-2, hops 
811; d&IrY produce and eggs 812-13 
(See StandarwzatIon) 

GrllJJl, speculatIOn m 268-62, 276-
6; a.s measure of purchasmg power 
709 n., 794: melastIc demand for 
794 n.; d' Avenel's wagram of mean 
pnces of 796-6: Inwan pnces of 
796-7: productIon and marketmg 
contrasted 793 (See Wheat) 

/lGrands Magaams" or Department 
Stores 296, objections r&\Sed to 299 
-300, 302 n., 816 n. 

"Granger" meetmg oontra.sted WIth 
Soc1&il8t 446 n. 

Greeley, H., on mIgration and co· 
operatIon m U S. 146 

Green, Mrs 686 n. . 
Gresham, Sir T. 729 
Greville, on econolDlsts and factory 

legislation 764-5 
Gross 685n. 
Grosvenor 784 n. 
Gruber 127 n. 

Hadley, President, on atock watering 
336,367 n.; on centrahzed admml' 
stratIon of busmess 3M; on State 
management 668 n. 

Hales, on taxatIOn of imports 723 n. 
Hamtlton 776-7 
Hammond, M. B., on distnbutlOn of 

general coate ofr&J! way 469 n ,477 n. 
Hanwcraft and maclune work con· 

trasted 639-40 "-
Harvests, and wheat prices 261, 750 n., 

766-6 
Hauser, Prof. 342 n. 
Hawkms, on standardizatIon in Britain 

224 n. 
Hares, on methods of obtaming 

• orIginal cost" 843 n. 
Heeren 682, 684 • 
Held 718 n.; on critical passages from 

Adam SmIth 748 n. 
HeWlDS, on Statute of Artificers 737 n. 
Heyman 659 n. 
Hlll, MISs OctaVIa, and purchase of 

coal m East Lendon 814 n. 
Hilton 635 
Hlrst, MISs 769 Do 
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"Holding Company" 514 
Ho11a.nd, AppendJ.x B, 3; anticipated 

modem technique 33, 694-5 
Hooker, on wheat pnces 261 n. 
B or.zontol and tlertzeal, expansions 

215--16; m the steel mdustl'J' 218-
21, 528-31, 559~5; in the cotton 
mdnstry: 230-2; m relation to 
Bntam s prospenty 590 

B01J,8ehoU or "homely" .nd'll.8try 48, 
276, 715--18; m Tyrolese villages 
7140._ 

Howatd, Ebenezer, and "Garden 
CItles" 818 n. 

HOXIe 373 n., 385-6, 391 n. 
Huber 684n. 
Huet, and Dutch trade 692 n., 694 n. 
Hume, on money 723 n., 729-30 n ; 

and the "EconOIDlSts" 741.743 n. 
H usk188on, hIS fiscal pollcy 81 Do 
Hutchlns and Hamson 73 Do 

Ideals, and national We 3-4, 647, 
650-1, 662-5; and cooperation 
291-2 

Ideas. their applIcation to practice 172 
-3,203,206 

Des 203 Do 
ll1UetJ8.ng Return 187; in the field of 

BClence 133; and elastICIty of supply 
188 n.; and monopolypnce 404, 405; 
and ts.xatIon 405 n.; and patents 
407; and ProteotlOn 760-2, 778 

India, her future 162; and Protection 
653 n.; fluctuations of wheat pnces 
in 796-7 n.; influence of custom m 
797-8n. 

IndJ.viduahty. versus massiveness of 
productIon in France 116-20; a 
BrItIsh chara.ctenstIc 580; lts 
strength and its weakness 583-4; 
in the steel industry 588-9; as an 
element of national wealth 583; m 
furruture 808 

"IndJ.Vlslble" industries 786 
.. Industnal atmosphere," of Sheffield 

and Solmgen 284, 287 
Ind'll.8lroal OommlSslon, its scope and 

authonty 259 n ; Its investIgation of 
Tl"QJIts 523-4, 539-40 n. 

Industnal CounClla 393, 643-4 
Industrial fluctuatIOns, as affected by 

Trusts 540-3; by cartels 573-4, 
(l29-85 

Industnal leadership I, m-vm. 3-4. 
9-11; and foreIgn trade 14-16, 26 
-7; and educatIon 95--9; speoula
tIon as to future 159-62 

"Industnal RevI:llutlOD," merely one 
stageof EvolutIon 9; mllnuted 'IflD.S8 
of teRn 71 • 

IndustrIal techniq,ue n. n-IV; its pro
• gress formerly dependent on custom 

197-200. later on recorda antlatal>. 
dards 201-2, 466; methods of It. 
advance 203-5; Ita debt to engmeer
ing 206--8; and the workIng elaesea 
212-13 

J uduatnai unrest, causes of 643 D. 
.. Instruction card," Ita place 1D SCIeD

tlfie Management 372-4 
Insurance 264; agamst Oppo81tA1 Nt<. 

255,259-60 
Interchangeable partAl, arri&c:lpated by 

:Holland 33, 694-5; 18 a.eroplane 
engmes227-8(SeeStandardJzabon) 

Interest, Ii fall in its ratAI indicates 
generally dJ.mlD1shed cha'"ge8 for the 
sel"Vlces rendered by wealth to weU
beml! 408; and growth of capital 
'110-11 Do 

Interlocking directorates ~, 540 
-3; proVlBlOns .in Anti·trust Act 
agamst 542 n. 

Internal economle. 167 
InternatIOnal Harvester Company, ita 

exclusive deahng 536 
lnternahonal trade (See Foreign trade) 
InterstatAI Commerce Comml88lon, 

pnnciples govemmg 468-9, 477 , 00 
raIlways 466, 477-8, 480-1, 838, 
842-8; and "dumpmg" 522, 840 

InventIon, -m textile mdustry 58 n ; 
charactenstlo of Enghsb 61-2, 
101 n.; metbods of 203-4, 207-10; 
trIumphs of 210-12; and patents 
244 n., 730 n.; ever-widening scope 
for 242; social gain from 325 (See 
IndustnaJ techruque) 

Ireland, her relatIons WIth England M, 
733-4; her oooperatIve d&nea 54, 
292n. 

Iron, and Engllah leadership 60-1; 
European sources of 126; Germaa 
production of 95, 557 n. (See StAlel) 

Italy 107 

Jacob, on wheat supplies in 1826-7, 
739 n. • 

Jannet, M. 640 II. 
J/l.pan, her education by foreilll' tTade 

22, her indostnal charactenatlcsl61 
Jenke. J. W. and Kemmerer, E W.,OD 

"secunties of mduatrial combJllao 
tIona and raIlroads" 540 II. 

Jevons, H. B., on BtatAI management 
668; 267 D., 686 Do 

Jews, charactenstICs of 48, M. 2470.; 
and financIal actiVlty 103 0., 696; 
theIr value to Germany 082; Bom
bart on 696 

Joint CommIttees ()f Employers and 
Employed 392, 643-4. 645 Do 

"JOInt products" 181. 192--3, 413, 
806; rallwaya &I illustratIng 467-
'll 
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.Jomt 8to1lk Compe.nies II, vm-IX: 
ongm of 35, 36, 68 n .. 311-12, 691, 
712~14: successors to Regulalell 
Compamcs 36, 312, 725--30, draw. 
backs to 317-18, 321-4; and the 
cotton mdustry 320 n.: systems of 
checks m 324-5: and mutual 
.. tlmulWl of officIals 325-7: com· 
pared WIth pnvate busmesses 327 
--8, 645-6, IUld filJ8nclal control 
344-6: element of oooperatlon In • 
329: Adam SID1th on 313, 712; 
Prof. Scott 313 D., 711 D., 728-9, 
Schmoller 714 D , Fortrey 725 

Jones, J. H 284 D. 
Jones, Richard 723 n. 
Juw, W., on truets tI. ca.itels 561 Do 

Kapif, Dr, on the col9ur mdustry 
241 n. 

Karlelleft.E1II[ulte, Oil. po>fita in book. 
&ellers' trade 300 D : character of lte 
debate. 546-7, 576 

"Key" industrIes 671-2 
Kmg, Charles 724 n. 
Ktrdorf, on use of the word "bounty'" 

564 n.; on cartels and wages 
573 . 

Km .... on tendenoy of mdllJ'trial stages 
to "synchroDlse" 698: on entlcal 
pllol8age from Adam SlD1th 748 Do 

Knappel 375 n. 
Kropotkin, Mulual A.d 165 Do 

Laboratories, and nat)(inal industry, 
.99--102, m Franoe 1I6, m Germa.ny 

131, 134; and team work 205, anel 
large busme_ 325 

Labour, Marx on 71: tid protlllCl of 
72 n..: Its moreasmg adaptability 
168-701 maohmery and qemand 
for 152, 212-13, 237, 248 Do, 698-
9: relatlon of IClentlfic management 
to 381-94: and O&I'tels 570-4: 
and Black Death 705-7, 708-9: 
and Meroant1ham 737 (See Working 
cl&88) • 

LalUef' faire,laillaer..zze,. 84, '42--3 
Lancashll-e, the ho_ .of automatlo 

orgaruzatlon 286, 699-603 
Land, Its 0_81"" and manag .... enl 

• contrasted 61: 11 1ft a c1aes by Itself 
190 D., 827~ apeculatloD m Mel· 
boume265: monopoly of 82-3, 631, 
750--1, 82t-1l: in relatlon to 
O&nals 504 D.; taxes on 827-9; for 
tall way. In LoDdon 844 

Landauer 231 D., 23211. • 
Lardner, Law oj SqKarU 27, 28, 682 D.; 
f.laJdJoundatlone of r&J!way BClenoe 
. 449; 011 passenger traffio 684 n., 
834.... . 

lIf. I. '1'. 

"Large bUBIn_.n an ambiguoul term 
173-4 (See GillOt bnsmesaes) 

Large Cities, tholr mdustrJal pecuharl
tles 284-5, 815-17 

Laspeyres 745 n. 
Lauderdale, Lord, eontrasts .Enghsh 

and French export trade 112-113, 
on Factory Acts 763 

Launhardt 449 D. 
Law oj 8quares',,, traMparl rmil 'rade 

27. 88 aifectmg 'England's leader. 
ship 28: appbed to Germany 127: 

.m early forms of trade 682 II-
'Lawson, T. W 539 n. 
Leaf, Dn French a11;18a1)8 116 II. 
Lecky, on slavery la\\s 48 D.; 89 n., 

727 n., 733 n , 743 n 
Lectures. functlon of 356-7 n. 
Leroy.Beauhell II7 n. • 
Lev_Dr, on art 10 'French industry 

.Ill 0.: 109 D., 110 D.; 113J1., 117.n, 
7Mo. •• 

Leverhnlme, Lord, on Copsr:tnersh~ 
855n. . . '_. 

LeVI. Leone 68 n., 832 n. . 
Levy, OD early monopollstio tendenCIes 

of English 713 n.; 730 n., 690 Do • 
LeX1l 670 n , 731 Ii. 
Lllljlted Llabulty Aots 312 

. LIst, on hpmt 01 economIC nationality 
33: on English oharacter 34 II.; on 
the Zollverem 124. 767, 768: on 
ProteotlOn 6~8-9. 761; on the "In· 
dustnal" system 697-9: on navl
gatlon laws 731 n : on Mercantilism 
738-9,741 n ; on Adam SmIth 7411, 
'169, on English trade praotlce8 7i8, 
782, on German lIDpor. dntles 768 

Liveaey, 855 
Lloyd. G. T. H. 284 Do 
LoCl(lJ tuation and expenwtllr8 89-90 
J,.ocallzatlOn of mdustry, m .Dutch 

towns 33, 694. In Amenoa 150-2, 
184. 287--8. mfluenoe of marketmg 
on 283-8,816; and movement to. 
warda the lea 283-4: m large cities 
284-6, 816, of cntlery trade 284, 
287: of ootton I.Ildustry 286 n., 
601--3i and r&J!way dl8cnIDlD&tlen 
474-9 .' 

Lo~omotlve industry; narrled on by 
rallways 322-3, 591 ' 

Loeb, Dr Ernest, OD m8ueooe of the 
great banks 343 n. .• 

London, external trade qf 24; trade in 
the Merean$1le age 39 D.; amalgama. 
tlon of DI/lal1ll>f traDsport 428; coal 
InpplY' 451 n: wheat prICes 795, 
IUld nreat 806. !ocahzstJon 815-16; 
rate ofmortahty818n.; r&J!wayland 
844 

• Long and short haul olanse" ka6--8 
1t8 
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Lorenz, on Inoreasing ud Diminishing 
Return m rauway problema 467 n.; 
on value ud coat of railway 8ervlce 
465n. 

Lowe 660. 
Luxury, in relation to French industry 

111; early trade in 683; railway. 
and growth of 80ft 

M&OA8S8Y, Sir Lynden 64,1 n. 
Macdonell, Sir Jobn 6360. 
Macgregor, Prof. 677 n. 
Machinery, and eml)loyment of labour 

)$ n., 152, 168,209,212-13, 237, 
248 n., 639-40, 698-9: bene6ts of 
to workmg classea 162, 640, 648-9, 
698-9; effects of atandarwmtion 
on 206-15; &8 creatIng machmea 
206-8, 210-12: Increaamg apewa.l
ization of 226, 245; and hand work 
contrastsd 639-40; prohlbltv:>ns 
of lts export 'IU: ill \he furwture 
trade 808 

Macpherson, on English fashioDl ill 
France (1786) 112 n.; on Pru881an 
oharacter 123 D.; on va.na.bons of 
FnC8 of wheat ill England 585 n.; 
'195; '126 D., '12'1 D., '131 D. 

Macrosty 577 D., 597, 624 D.; on 
speoulatlve market ill iron 803 n_ 

Madsen, on tobacco monopobN 534 n. 
MahlUm, Prof., on BeIgll.D nulwaya 

495n. 
MlUtland. F. W .. his great dictum 

701, 793: on amount of land m 
relation to Bupply of food '101 D.l 
on mewa.eval conWtlODS of labour 
'1050., '198n. 

Mancbeater, U an internatioaal trade 
centre 286 

Mandleberg, SIr C., and marketing of 
exports 616 n 

Ma.JlufaotufO. characteristi08 of modem 
55-9, 698-9; ever·namg prestlge 
of 171-3: change 111 meaning of 
\he term 7180. 

Marketlng II, 'f-VD, Appenchx J: ill 
relatlon to productlOn 41-9, 181. 
184--5. 249, 274. 509, 511, 611, 
'116-17: compared to tiy.wbeel 
26In.; coats and nskattach to whole 
proCCBBel of 269-271: cbangea m 
character and chatrlbutlOn of ita 
general coats 274-3: ud locahsa
bon 283-8, 601-3, 816-16; of .t branded" goods 300-2; of textllea 
279 n, 286 a , 602 D •• '199-801: of 
Itee1283, 287, 692-3. 802-3: bow 
IUded by verhcal expanaion 687,689. 
and by 888OolatloDB 611-16. 123 n.; 
of penrbable goods 805-16 

MMIe",. , __ cd J'GrlIClIltll' 182, 

COO-l, 829: organized 256-8: aa
IOClahona for control of 400-2, 611. 
620-2, for wheat 258~9. coal 267. 
cotton 286, 60:.! n •• and V&l'IOt18 com. 
modltles 801-3 

MarshoJl. J .• on wheat prieea from 
1700-1825, 7530., 755 D •• '174 n. 

Martmeau, 101188, a.Jld t.b. Factory 
Acts 766-6 

Mal'll:. Karl. bIB doctrine of "Surplv~ 
Vs.lue" 71-2 n .• 657; and the 
growth of Is.rge bU81D_ 176-7; 
quotes Antlparoe on water po.er 
7900. 

Massive production I, m; methoda 
of 6Q-:-63; veraus inwvlduahty 
116-20; lD Gerron education 
131; in re1atlon to Protectton 138-
9; of powdered and hquld matenals 
236-8; of by.product. 238-42; 
ill men'. olotbmg 304 

Mathemattoa, and theory of mono
pobes 460 n.1 ud ooonOlDlo method 
678 n. 

Mavor. on marketing of wheat 799 Do 
MtI%tmlllll ftd rftJmllt pnu 404 
Maztmum !oWl bntejil, illt18trated by 

ferry tralbo 426 
McCulloch, lD favour of Factory Aot. 

763 
McKillop on fatir.a and coat 008 IL 
MoPheraon, Pro., excellt"Dce of h .. 

railway tablea 480 D.: OD rt"gtona1 
rate 8tructUI'f'B 837 n., 838 n. 

Meade, 332 n •• 331 n. 
Mealun 363 n. 
Meat, an Illustration of " joint pro

ducta" 192, 806; packlllg firma 
237.239 D. 

Melbourne land speculation 265 n. 
Mendehan doctnue 164-30. 
Mercutibsm, Appendtx D: It. policy 
• adapted to &canalent conditions 41-
6; ud tb. relaLloD of buyet"a to 
aellers 272; LIst on 697: and pro. 
teotlOn 723-4; and labour 737-8: 
in Fnmce '140-3 

Merchant&. theu' work and that of 
ma.Jlufa.cturen eompared 171-4; 
serv,cea of 616-18; &I liBanctel'lJ 10 

early tJmea '110, 717 
Meyer. B. H.. on pnnciplea gDVt'ming 

10teratatAI Corome...,. Commll"l/on 
468-9: on U.S. rBth .. ay rates 140 n. 

laLddlema.n, m relaLloa to coat of pJlO. 
ductlon 184--6 n.; functIOns of 
27&-80; profits of tA fiab trsdo 
610. wa.ll papers 610 n., and cWry 
produce 812 

Mtgratlon. of heavy induatriea to ot
country 22s-9l and to tbo _ 

. J83-4 
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Mill. James, 674, 758 
Mill. J. S •• on parlnership 313 n ; on 

over productIOn 640 n ; hIB writings 
674. on Frenoh mercantilism 740 n.: 
on protection 760: on Factory Aota 
763 

Mlllmg. flour 235; paper 234; insur
ance m 258-60; and actIOn of 
NatIOnal AssociatIOn 624 n 

Mmmg. a transport mdustry 787; 
economy of large production m 787: 
and State management 669 

Mu;ed works 215; contrasted With 
pure 220. In the steel mdustry 
218-21. 554--9 

Money. value and SOCIal value 45-6; 
strengthened the pOSitIOn of buyer 
relative to seller 271-2; "Trust" 
641; depreCIatIOn of 709 n; and 
mercantilism 720-4 (See Purchaa
mg powor of) 

Monopoly III. I-IV. AppenWx L; in 
mediaeval history 43. 578. 685. 713. 
725-7; partial and permanent 196; 
in buymg and selling 272. 402. 
620; "oonditlonal" or "proV1-
Blonal" 397-8. 450 n.; ohstacles to 
absolute398-9.403n ; elementofm 
cartels 399--400; Profs Edgeworth 
and Ptgou on theory of 399 n.: nd 
,/We"ue 404. maz.mum nd revenue 
pnce 404, and unfair uses of COm
petition 396, 512. 516--20: "and 
the Rnce which the market will 
bear 404--5, 425, 835--6, and 
elastiCity of demand 405. m relatIOn 
to I ncreasmg and Decrea.smg return 
mdustnes 404--5; poliCies winch 
benefit the pubhc 405-9: taxes 
on 410-12. 414. 824--7, distnbu
tloo of general oosta of 413-15: 
and pnce disonmmatlons 415-18; 
probleDlB of oorrelated 419-22, 
559 n.; m multiple ownership 421, 
824--9; traoes of m road traffio 
426--9: in the sluppmg trade 429-
31, 438 n ; appropnate control of 
based on thorough studies 516--20, 
531-2, 576, 578-9; of landlords 
531, 1178, 750-4; and Bradford 
Dyers' ASSOCIation 605; of cotton 
thread mdustry 595-7, and olass 
advantages 636-9 

Monotony, Abhe on 353--4; m relation 
to sClentlno management 388 

Moody, 539 n., 641 n. 
Morgan, Pierpont, and the finanolal 

oontrol of trusta 641 
Monson, Sll' Theodore! on the Indian 

market for wheat 7116 
Moms, R., and U.S. r&1lway StatlstlOS 

84On. 

Motor industry,. standardization in 
237-8 

Motor traffio, and looahzatlon of m
duatry 286; may aid oanal. and 
rauways 428-9, 501-3, 787; m 
relatIOn to London transport 428; 
and distnhutlOn of parcels 428 n. 

"Multiform" standardization, Amer
Ica's leadership m 140-1 (See 
StandardizatIOn) 

Mun, antiCipates notion of "inviSible 
exports" of shlppmg serviees 38 n ; 
7ll, 722 n., 723. 724 

MUDltlon work, speclahzatlon in 22-1 
--6,692,641-2: and cost-acoounts 
61On. 

Munsterberg 307 n., 378 Do 
MUBlC, German tralDlng m 131 n.; 

standardized by unwntten tradition 
198n. 

N ;tlone.l Oaah RegIBterCompany 537 n 
National Gutlds, III, XIV, 7; 651; 

and profit-shanng 855 n.; thell'diffi
culties 660, 662 

National Income, d18tnbution of M'l 
-60 

NationalIzation of ratlways, in Ger
many 447; reasons for Ita success 
m PrusSIa 447 n.; good and evil of 
492--7 _ 

NaVIgation Le.wa 71, 730-1 
Nebemus, Roscher on 124, 768 
Necessane.. absorb a dlmmlBbmg 

share of famtly mcome 275 
Net producl of labou~ 71-2 n. 
"new" oountrl68 and "old" compared 

141-2, 696 n. 
Newmarch, on economies after French 

war 87 n.; on Factory Acts 763 (See 
Tooke) 

Neymarok 741 n. 
Nicholson, Prof. influence of Adam 

SmIth and RIcardo on Pitt and Peel 
758n. 

Notz, W. 614 n. 

Ochenkowski 722 n. 
Oddy 66n. 
Olsson, W., on additIOn to Bntlsh 

banklDg system 347 
Oppenhetmer, Consul-General, on com

merctal oomblDatlOns 546 n • 572 n.; 
action of Coal Syndicate 553--4 n ; 
conflict between wire and nau cartels 
659 n.; export pnces 564 n. 

Over production 770 ; J. S. Mill on 
MOn. 

Owen, Robert 289 

Pe.lgrave, Sll' R. H. Ing!Js, and the 
financing of oanals 003 lL 
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Paper mills, in Blaok ¥01'eI!t 231i PopulatIOn, of England 700-1; and 
ParI&. attractlt crea.tive fa.clllty of of her coloruell compared 105; d.&o 

- FranQe 119,817 tnbutlOn of in U. K., C .. rlllany 
Parkhurst 374 n. and Fra.nce 126 n.; comp081ltoD of 
Parlu:ular, 'tanda.rilizatlOII, 20}; ten· Amerlca.n 149 n., 152 n., 168-0; 

deDCles for it to become Ge1lMal202, canals and decentr&l.Jzatlon of 002, 
221--3. 605 

Passenger traffic, economy of time in Ports, IQcre&ae in size of 433, 791; 
BrItish 453 (See Railways) remote from co ..... t 703 0. 

Patents, and mventlOn 244 n.; and law Postal serVICes, anom&uea of 428 n. 
of Inoreasing Return 407; problem Potash, German monopoly of 126, (71) 
of tax-on 421; in the tobacco tn· PotteryManufa.cturera'AasoclatloD604 
.dllstrj 534-6; lawBS36-7; mea.r1y Powell, G. H. 813 Do 
tun<l'!i 730 n. • .Powera 776 D.' -

Pax Rovwna,ltB influenc&pn Vl&bility Pratt 473 n. 
684 . .Preferentlal- Ratea (See Dlscnmwa. 

paz (Josmopolitana 2 • tlOn) 
Peel, his fisea.! policy 82-4 Price II, I; its relation to demand 
Penods,longand short in problems to and supply 182-9: "which the 

value 185-8, 396-7; in relation of market Will bear" 404--.5, 425, 810, 
"SpeCla.!" and "genera.!" costs 1911, mamtenance of in parbeulaJ' mar-

• 456; and the mterests of buyers-and. keta 400-1: regulations 620-2 
. seUers 27~; in ra.Uway problema • Pnce, W. H.,'oD early patents 620. 

• 453-8' • Prome C08' 181, 191; and normal 
Person, Prof •• p!l cooperation -of em· pnce 274': and "general" costs 191, 

pl.yeel! III Bciell.tllio management 274, 413, 840-1; and cost-acoounta 
390 0. . of a bU8IDess 367 

. P,etroleum, ita by-products 239i a "Productive" indhstries 170 
transport iB!iustry 786 - 1'rofit-8harlDg 866 

Petty. hls great rule 33, 1O~, 112, 167; Profits, of small shopkeepers, how 
on trad~ and heterodoxy 34 n.; hIS estimated 294 n.; of mIddleman 
estimates of England's trade 38 n.; 610 n.; m retaJ.! trade 810-11; rato 
ell!. labour of Sea.IIljlD and Fre:lghts of m early tunes 7 I 0 
118 exports 693 • Progress, and war 2, and the quaMy 

.. PhYBlca.! valuation" of railways 843 of hfe 5; dependent on freedom of 
Physloorata 741-3 imtl&tlve 17',1911, 249, 325, 643-6; 

• Ple.DO ma.nufa.oture, and GermaD in rela.tlOn to recorda snd standard. 
traming m mUBlO 1310.; and air 199-202; mfluence of ,jImall buu • 

• preasare 212 nesses on 326, 525, and purchasmg 
Pleoe-work vlloges, generall,Y preferred power 392--3, 408 

by employers 381; objectlon&to 382; Promoter of compa.m88, hl8 functiOns 
standard rate of 382-3 and methods 3.!9-36 

1'lgOU, ~rof., OIl the thepry of mono· Ji'roperty, III relation to dlatnbutlOD of 
poli ... 399 D.; and ra.llway. 449- wealth 676-6 . 
50 n: Protection, to English agriculture 

PItt, od' Engfand'. foreign trade in 81-6; m F{a.noe 120, in relatioD to 
·1798, 66 n.; hls loans 78; hls fiscal m&88lve production 13S-9. to com· 

ptlucy 80-2 . b1natlOll 626, 530; and cartels 
"Plarmlng D"partment" 370--3 (See- • 56~, 632; in US: 157,776-84; 

.8C1entlfio Management) Ita effect OD wages 853 n.; and oa-
Plullkett, Sir H, snd reatricliollJl OD tIOna.! proepenty 576, and mereaD-

Irlsh mdustry 733-4 tmam 723--4; 'Ul VeDlce and .spaID 
~omsa.rd 114 D. 688-9, alld Deareaamg and J n""" ..... 
Pollard 738 D. ing.RMurn 760-2; and iocahzation 
"pooltng" of nt/way traffio 488-9; of mduatrylll U.S.779; uedueatlft" 

and wagons 4890.; UBeII of term 777~O; m Germany 76~12, 851 
511 • -3. 

"Poor," Charles Booth'. defirution of Prothero, R. E., 2000., 706 0.,114 II. 
78 • • • Pru88la, her railway pouoy447--8,4M . 

Poor-law, increased the evt1s of early 478,4930.: her canals 400, 6{J1I D_; 
faowry system 76; and f.be French and whea. producttOll 768 D.; and 

<Revolutlon 78 Germon.zatwa 1b9 



INDEX 869 
Psyohology, its use in Advertl8lng 307 
Pubhclty, In stock exchange transao

tions 336-7; obtamed by Royal 
ComnusslOns 442, game from 63o! 

Publisher, services of 302 n. 
Purchasmg power of money, in rela. 

tlon to wages 9, 385, 708-9, 737-8; 
how Influenced by techrncal progress 
408; as affected by Protection 794; 
and pnce of gram 708-9 n , 794 

Pure monopoly and railway problema 
450n. 

Quesnay 744 
Qwntance, Dr 773 n. 

Railways III, IV-VI, Appendix M; 
growth and charactenstlcs of British 
68-70,89-90 n, 449, 450, 453-5, 
463-4, 516, 785-6, 830-3, In 
France 109, 477, 495 n, 835 n ; In 
US. 151-2,445-7,452,454,477, 
495n., 764,836-8; as manufacturers 
322-3, 591; Lardner and sCience of 
449-50 n ; and economy of time 
452-4, 463-4,490-1; goods and 
passenger traffic compared 462-4; 
and shlppmg compames456, 463-4; 
asillustratmg "JOint products" 467-
8, and localIzatIOn of Industry 474-
9; and "keepmg everyone m buSl· 
ness" 476-7; cooperation and pool. 
mg 487-92; State regulation of 
480, 840 n, 843; and ownership of 
492-7; In relatIOns to canals 478, 
479,499-501,504-6; and war 492; 
and the workmg classes 804, 834-
5, Statistics 838-41; capitalization 
841-5; Brl nsh dlreotors of 845 

Rawson, on vanatlons m pnoe of wheat 
755 n " 

Real cosIo/ produchon, in relation to 
socl&l problems 183 

Rebates, and Amencan railroads 
550 n.; m the engineering trade 
632 n. (See Deferred rebates) 

Records, thell' aid to modern tech
. nlque 201-2, 204, 466 
Redfem, P 293 n. 
"1tegulated companies" 36, 312, 711, 

712 
Rent, and the French war 78, 750-1; 

and a tax on land 824-5 
Representatlveor tYPICal firm 181, 509; 

m relation to the growth of JOint 
Stock Companies 314-16; expan
sion of"509, In U S. 846-9 

Research, m relatIOn to Industry 99-
102; 671-2; In Franoe 116; m Get· 
many 131,136; and team work 205 

Retail pnces II, VI, Appendix J; In
fiuenoe of demand on 275, 804-6; 

of various cl .. sses of goods 281-2, 
807-10, high m America 304; of 
fish 806 n., In wealthy and working 
class dlstncts 807-8 

Reta.ll trade II, VI, VII, Appendix J, 
lts relatIOn to wholesale 278-80, 
SOCial waste In 280, 300. In U S 
298 n., cartels and 280, 547-8, dis. 
onmlnatlon In 282, 416, 810-11 

Ricardo, on foreign trade 19 n , on 
relatIOn of cost to valUlt 396-7, and 
progress of economlo SCience 674, 
758 n., on coloDial trade 734 

Rlesser, on German credit banks 341n • 
342 n.; cartel. 549 n.; the fUSIOn of 
Industry and banks 567 n., 6GS n. 

Riley 721 n. 
Ripley, on time element In railway 

pro blems 457 n., rule of direct costs 
464-5 n.; pooling of railway wagons 

• 4S9 n., railway valuation 843 n. , 
838 n ; 845 n. 

RlSks II, v, dealmgs In 252-5, 258-
60; balance of 255, 259-60, as 
related to funCtIOns 266-8, 270, 
645-6 

Roads, and monopoly 426--8; m rela· 
tlcn to oanals 500-1; In England 
In early nmes 702, 703; natIOna.l 
Interest m 785, 787; cost of trans
port on 798 

Roberts, Map of Commerce 712 n. 
Robertson·Smlth 682 n. 
Robertson, W. A., on railway dis. 

crlmmatlOn 474 n., 476, on railway 
poolIng 488-9 n. 

Rockefeller, J. D •• hIS "power of con· 
trol" 359 n. 

Rogers, on fluctuations in pnce of 
stock 313 n ; on English roads 702, 
on wages, 708, 709, 737 n., 714 n , 
on fluctuations In wheat prices 
795 n. 

Roscher 682 n.; on services rendered 
by .. old" peoples to "new" 696 n , 
on LIst 768 n , 732 n. 

RQute clerk 375 n. (See SCientific lIlan· 
agement) 

Rowntree, G. Seebohm, on Belgian 
railways 495 n 

Royal ComnussIOns, regulative In· 
fluence of 442-4 

Saint Leon, E. Martin 815 n. 
Salt, England's trade In 64-5 n ; Eng. 

land's predominant supply of 586 n 
Salzmann 707 n. 
Sauerbeck 632 
Savary 39n. 
Schanz 731 n. 
SchmoUe., on English oharacter 34; 

on eduoatIOn of busmess men 357 n ; 

28-3 
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on ~ombIDatlOD8 and cartels 544 n., 
673.575-6; on Nue delta and 1:1:01-
land 684 n.; on trade between towns 
686 n.; on early Comparues 714 n.; 
011 Mercanbl1sm, 720-1; on Adam 
Smith 745 

Sohulze.Gavernltz, on hIgh orgamza· 
bon of cotton market 231 n. 

Schumacher, Prof., on relation of 
banks to mdustry in StieSla 343 n., 
his eulogy of PrUS8l&Jl rauways-
447n. 

Schw~b!-on the control of large bUBI' 
neas ;s64 n. 

SClenoe, m mdustrv, 95, 97 n, 101 n., 
132--4,179-80;203--5,232,240-
3,538,569-70,608 n.; demand for 
extended stud.v of 9S-102, 593-4, 
608 n.; ever Wldenmg soope for 242-
3, State m relanon to 609, 671-2; 
m educfl.tlon 820-1 • 

SClentJfic Management II, XI-XU; Its 
aIms &Jld methods 368-70, 466; 
speCially SUited to Amenc&Jl m· 
dustrle8 370, 374, 382, 393: .. staff" 
or "functional" orgaruzatlon of 371 
-5; a chIef Idea of, suggested by 
Babbage 376-7; and "& standard 
rate of wages" 381--4; andeffiClenoy 
of plant 384-5; and the well.bemg 
of the worker 384-91; and demo· 
crabc control 391--4; m relanon 
to the Whitley Report 393 n.; and 
busmess assOC1&nons 607-8; Cole 
on 640n. 

Scotland, forces making for her union 
WIth England 53--4; her education 

• 53, 96-7, her bankmg system 54, 
313 n., 338 

Scott, Prof., on J omt Stock Comparues 
313n., 712n.; oneducatJve mfluenoe 
of Imitation 351 n. 

Seager 537 D. 
Secrecy m bUBlness, 583 
Secnonnl mterests, changes m char. 

acter of 4-5, 8-9; m relation to 
nanona! mterests 394, 620--1, 652 
-3, m railway pollhcs 494, 495, m 
the glass mdustry 641 n. 

See, on selecnoD of employees 247 D ; 
on markets for matena\s and for 
products 283 

Selfridge 297 n ; "Orgamzation Chart" 
375-611..; ma.p of Stourbrldge Fair 
7030. 

Semor, and the Factory Aots 763--4 
Shaw, A. W. 304 D.; on advertIsIDg 

307 n 
Sheffield, and the cutlery trade 213 D .. 

1587, 607; an epitome of BrttaIn 687; 
Cutlers' Techmcal SOCIety 607 

Sherman Act 613, 617 

Sherwood, Professor, on early form8 of 
busmess 165 D. 

ShIfts, ecoDomy of 650 n. 
Slupbulldmg, early hIStory of 33, 90, 

679; standard1zatJon 226-8, 600 
-I; fiuctuatloWl m 334, 633, lD 
relation to steel mdustry 633, con· 
struotlve cooperation in 591-2 

Shlppmg Comp8Jl1ea III, w; and 
raull'ay&, & case of correlated 
monopoltea 421; competition of 
"Tramps" WIth 431-8, 440-1 n., 
791; their resemblance to Branch. 
shop Comparuea 434, growth of 
433--4; German 434--5 n; and 
rw\\aye oompared 4.30,463--4 

Shlppmg RiDge, Committee 011. Ua-. 
Ships, S&lllng and Bteam contrasted 90, 

429; their growth m size 227, 431 n, 
433, 691, 790-2; exports of Bntlsh 
and German compared 556; In long 
and short dIstance traffic 791; and 
tlaravan transport oompared 682 n. 

.. Shop dlsclpl1narlan" 374 
Shovelling as ulustratmg elemental 

tIme studles 376, 378-80 
Sdk weaVlDg at Lyons 116 
Sltdmg Seale, and pnce of wheat 82-

3D,735-8 
Slot·machme system, its pOSSible ex· 

tensIOn 30 I II. 
Smail producer, SUrvival of 227, 2 .. 7-

9,366 n.; m cutlery trades 213 n.; 
ILlded by standardJZatlOn 223, 227, 
.234, 24l-9, 582; mfluence on Brit. 
am's mdustry 525, supersessIOn by 
large In steel trade 05.38; and eleo. 
tnclty 789 

Small shops, theIr hold on poor dta. 
tncts 813-15 

Smdes 39n. 
SmIth, Rolhn E., on the gradmg of 

wheat 2:19 n • 
.. Sac.1ll cred,t" 165-6 
SOOla1 value, in relatton to money 

value 45--6; of mventton 325 
Socta!tsm, and the growth of l/lrge 

busmesses 176-7; m FrankIort 
446 n ; changes in 651, 660 D.; and 
PhyslOcrats 744 

Sombart, Prof. 69 D., 124 D.; Oll ill· 

fiuence of Jews m bnanee 696 
South AfriCa, mdustnal character of 

160-1; and shlppmg nnge 338 n.. 
439, 441-2n., 4-HD. 

Spam 107 
Spearman, on raIlway stra.t.gy 845 n. 
SpeCialization of Industry, stImulated 

by world· war 224-6, 693; Babbage 
on 224. m relat10D to atandardlza. 
tlon 233-4, 244--5, 592; and alZO 

of bUSlness UIU~ 008-9; m the 



INDEX 871 
cotton mdustry 599-603; Its &n· 
tlclpatlon of by Holland 694-6 

Speculation 11, v; m ordmary hfe 
25~; "constructlve" 252-4: and 
gambbng 253-4, 258, lessens ruks 
m gram trade 252, 258-62, 799; 
maDlputatlvs 262-3, evtl of ill·m· 
formed 264: m land 264-6: m 
cotton 799-801 

Spelbng, time wasted m 352 
Sprnts, consumptIOn of m 1743, 44 
SpontaneIty, &nd German education 

129-30 • 
Stability of industry and trade, in· 

Buence of trusts on 641; of oartela 
573-4, 629-35 

Standard, Its pJa.ce m modem tech· 
mque 201-2: rate of wages 381-5 

Standard Oil Company, Its hIStory 
512, 632-4; Its control of banks 
541 

Standal'wzatlOn, Mulilform 141; Par. 
locular and General 201-2, 221-3, 
It. early use m Duteh shlPpmg 33, 
694-6; m Enghsh manufacture 
56-8, and m Amencan 146-52, by 
custom 197-8, and alchemISts 211 : 
and Colbert 201 n., 740, developed 
by Boulton, Maudslay, Wlutworth 
206-9; and the skilled artlS&n 209 
-10, 213, and speculatIOn 223, m 
vanou. mdustnes 222-34, 304 n , 
602-3,694, 811-l2, &Ids moderate 
SIzed firm. 223, 227, 234, 244-9, 
582; of conw tlOns and methods 
of work by sClentlfio management 
385: m relation to cartel pohcy 
54S-9, lack of m looomotlve m· 
dustry 591 

State (See Government) 
Statistics, of wealth m U.S. 154 n.; of 

trade m slups 556 n: of cartela 
549 n : of wages m medtaeval Eng. 
land 70S-9 Do; of com prIce. m 
England. France and Germany 
757 n ; and tani change. 783-4; 
of railways 838-41: of expansIon 
of busmess Unit m U S 846-9 

Stepl mdustry, and Bessemer's process 
Ill, and Thomas' proce •• 94-6, 135 
n., 557, 850, progress of m Germany 
94-6, 125-6, 056-8, 850; locah. 
r;atlon of 126, 283, expaU810n of Its 
busmess umt 218-21, 528, 589-
90, 694; and progreaslve standarw· 
zatlon 223-7, exports, Bntlsh &nd 
Germa. compared 556; and cartel 
pohcy 554-9, 849-51; fUSIOns m 
Bntlsh 605 n.; m relatIOn to s1up. 
butldmg 590-1,622, 792; market· 
mg of Amencan 618 n.; apeoulatton 
m 802, 803 

"Steel product." corporatIOn 618 n. 
Steelworks Umon, 559-65, 588; and 

constructive cooperation 562, and 
Protecttve tara 563-0, 631-2, 
852 

Steffen, on the Black Death 706 n., hIS 
analySIS of blStory of "ages m Eng. 
land 70S-9 n.; 737 n. 

Stephenson, on combmatlon and com· 
petition 409, 485 

Stock Exchange, standarwzatlOn of lte 
securIties 256,319, pubhclty on 337 

Stock., recent change. m amount &nd 
dlSmbution of 274-8 

Stock.watenng 333, 336, 841; German 
law agamst 336 Do 

Stourbndge F&lr 703 
Sumner 778 Do 
Supply II, 1; Its adjustment to de· 

mand 194-6, 274-6, 396--7, 
• "elastiCity of" 188 n. 
"Sweating" ~ystem 72-3 
SW11'8 Smith, Sir 97 n. 
SWItzerland, her facilities for foreign 

trade 26: 655 n 
Syk)l8, Colonel 797 Do 
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