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Preface to the First Edition. VIl 

The end I hope to attain, I may briefly state to be thjs. 
I think that all who take an interest in political and 
social questions, must desire to possess some knowledge of 
Political Economy. Mr Mill's treatise is so complete and 
s+ exhaustive, that many are afraid to encounter the labour 
a,fld thought which are requisite to master it; perhaps, 
therefore, these may be induced to .,read an easier and 
niuch shorter.work. I so well remember the great advan­
t:ige which I derived from reading Mr Mill's book, that I 
would not publiSh mj own work if! thought that it would 
withdraw students from the perusal of a more corrtplete 
treatise. I am, however, convinced that those 'rho become 
acquainted with the first principles of Politicp.l Economy, 
will be .so much struck with the attractI'V6ess and im­
.)ortance of the science, that they will not relinquish its 
study. 

I have not attempted to discuss all the principles of 
Political Economy in full d~tail; but I Qelieve no import­
ant branch ot the subject has been omitted; and I there­
fore think that the principles which are explained in the 
present work will enable the reader to obtain a tolerably 
complete view of the whole science. In order to show how 
intimately Political Economy is connected with the prac­
tical questions of life, I have devoted a separate chapter 
to some subjects of great present interest; such, for in­
stance, as Cooperative Societies-Strikes and Trades'­
U nions':'-'an.d The Effects of the Recent Gold Discoveries. 
For the convenience of the ordinary reader, and espe­
cially for those who may use the book to prepare them­
selves for examinations, I have prefixed a very detailed 
summary of Contents, which may be regarded as an ana­
lysis of the work. 
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I cannot conclude these prefatory remarks without ,I 

acknowledging the kind ~ssistance wh~ch. I have derive%. 
from those 1vho have verified my statistical facts; buy' 

. have especially to thank my friend, Mr Leslie Stephf\T\: .... 
Fellow of Trinity Hall. He has given me many m 
important suggestions, and has carefully revised the wo;q 
the accurate and complete knowledge which he possessea 
of the science makes his revision peculiarly valuable. 

The labour of writing these pages would have Ix ' 
much greater, if I had not been fortunate enough 
have 'a most patient and excellent amanuensis in t. ' 
youth who is to me so faithful an attendant. 

-RINITY HALL, CAMll1IIDGB. 

Feb. 1863. 
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thus diminish the prioe of a commodity-This Ulustrated by Mr 
ThompsOD's inventiOD for 1-oat-building-The oompetition of capital 
causes a certain average rate of profit to belong to each branch of in­
dustry-Henoe the price of a oommodity must have a constant tend. 
enoy to be such as to give this partioular rate of profit-Consequently 
the prioe of a manufactnred commodity oODstantly approximates to its 
cost of production-Cost of produotion includes the profits of the pro­
duoer-Sudden fiuotuations in the demand or anpply may cause the 
prioe of a commodity to vary greatly from its cost of produotion-These 
variations in prioe, though great, are, however, only temporary, sinoe 
the oompetition of oapital is constantly tending to make the price again 
equivalent to the oost of prodnotion-This Ulnstrated by an example of 
a sndden demand for rifies--There is a constant tendenoy in operation 
to equalise the demand for a oommodity to its supply, both when the 
prioe of the commodity is regulated by its ood of production, and 
when its price is disturbed by sudden finotnatiODs in the demand and 
supply ............................................................... PAGES 333-3+. 

CHAPTEB V. 0,. Money. 

Why we disoussed the price of oommodities before we cODsidered the sub­
jeot of money-Money provides a medium of exchange, thus obviating 
barter, and money also serves as a general standard of value-It is not 
necessary, but it is most convenient, that money should be made of the 
precious metals-Any substanoe may be chosen as a general measure 
or standard of value; if wheat was thus selected, the price of all oom· 
modities must be estimated in wheal-The 8ubstance which is chosen 
as money ought, as far as possible, to possess the following qualities: 
its value should be uniform; it should possess an intrinsio value of its 
own; it should contain a great value in smaIl bulk-Good and silver 
do not vary much in value, because the oost of obtaining these metals 
is not liable to any great changes, and. exoept on rare ocoasions, the 
supply of these metals is not subjeot to sudden fiuctuations-The 
quantity of good and silver whioh is used for other purposes besides 
being ooined into mODey is oomparatively small, and therefore the 
quantity of gold required for such purposes does not vary greatly-Good 
and silver have always possessed an intrinsio value of their own, since 
no other substanoes are so well qualified for ornaments; the brightness 
of these metals gives them beauty; they can be long preserved, and 
their malleability makes them Basily worked into artistio forms-The.e 
metals have always been soarce-Hence they possess the third requisite 
for money, sinee theyoontaiD great value in smaIl bulk-Copper money 
is used for the oonvenienoe of making smaIl payments-The incOD­
venienoe of a double standard or bi-meta1Iism-lf gold and silver are 
both made a standard of value. then this standard is subject to increased 
variations-The arrangements adopted by our own Mint explained­
Gold is in our own country the only standard of value. since silver and 
copper mODey are merely made subsidiary coins ............... 345-357 
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CHAPTER VI. On the Value of Money. 
'Value of money' is an ambiguous expression-It is popularly used to 

describe the current interest, as represented by the Bank rate of dis­
count-In Political Economy value of money means the purchasing 
power of money-Hence the value of money increases as general prices 
decline, and vice versa-The value of gold in bullion must be the same 
as the value of gold when converted into money-The fallacy of con­
sidering that'the value of gold has remained unchanged, because the 
price of gold never varies-The value of money is determined by the 
same laws as those which regulate the value or price of all mineral 
produce-Gold is devoted to two distinct purposes: first, it is coined 
into money; secondly, it is employed for purposes of art and manu­
facture-The quantity of gold required for the last of these two pur­
poscs does not vary greatly from year to year-Hence any increase in 
the quantity of gold produced must be almost entirely converted into 
coin- The amount of money any country requires partly depends upon 
the amount of its wealth, and partly upon the number of times which 
any commodity is bought and sold for money-The amount of money 
which a country keeps in circulation is no accurate measure of its 
national wealth-A country requires a greater amount of Inoney in cir­
culation as its wealth and population increase-In the case of an ordinary 
commodity, the demand is equalised to the supply, by either a rise or 
fall in the price of the commodity-But the price of gold is a meauing­
less expression; hence, in the case of money, the demand is equalised 
to the supply by a rise or fall in the value of the precious metals-The 
demand for a commodity varies with its price, but the ratio of this 
variation cannot be preoi.ely defined, for it varies greatly with different 
commodities-This last proposition illustrated by examples-The de­
mand for the precious metals varies, cateris paribus, precisely in the 
inverse ratio of their value, if uniformity in general prices is pre· 
served-If we suppose that the precious metals are solely employed as 
money, a nation has a demand for a greater or less amount of money, 
in order to maintain general prices unchanged-Hence, if the wealth 
and population of a country increase, the demand for money will in­
crease-It is most important that the value of gold, or, in other words, 
that general prices, should fluctuate as little as possible-The supply 
of gold is cateris paribus increased if the value of gold advances, be­
cause gold·mining becomes more profitable-But an increase in the 
value of gold is caused by a deficiency in its supply-Hence an in­
crensed demand for gold stimulates an increased supply; consequently 
the demand is equalised to the supply, and thus a tendency is brought 
into operation to preserve uniformity in general prices-This process 
of equalisation is analogous to that which takes place with regard to 
every other commodity-In the absence of any counteracting circum­
stances, the value of the precious metals must increase if the cost of 
obtaining them is increased, and vice VerBa their value must decrease if 
the cost of obtaining them is diminished by the discovery of more pro-
ductive mines ............................................. ; ....... PAGES 358-373 

CHAPTER VII. Foreign Oommerce or InternatioTJ-al Trade. 
Foreign commerce enables the capital "and labour of a country to be 

applied to those branches of industry for which it possesses special 
advantages-The advantages of foreign commerce were while the 
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mercantile system prevs.iled estimated by the amount of money blllDught 
into the country-HeJlce exports were encouraged by bounties and 
various restraints were imposed upon imports--A system of protection. 
was the natural development of the mercantile system-If two countries 
produce commodities at a different relative cost, foreign trade becomes 
profitable to them both-Hence, it is possible that foreign trade may be 
profitable to two countries, although all the commodities exchanged 
might be produced cheaper in one country than in the other-The 
bargain of international trade is adjusted by equalising the supply of a 
commodity to the demand for it-The profit arising from foreign 
commerce is shared between two trading countries in the inverse ratio 
of the demand which each has for the commodities imported from the 
other-If England exports iron to France, and imports wheat, and. 
if the cost of producing iron is cheapened in England, but not in 
France, the terms of the international trade must be again adjusted, 
80 as to equalise the demand to the supply~It is quite possible, under 
the circumstances just supposed, that the cost to France of the iron 
she imports may be reduced by an amount exceeding the diminution 
in the cost of producing this iron iu England-The gain which results 
from international trade is distributed amongst the consumers of the 
commodities imported, and cannot be appropriated, either by the pro­

,ducers of exported commodities, or by the merchants who carry on 
foreign trade-Foreign trade will generally cause the price of a com­
modity which is exported to rise in the home market-The home 
producers of a commodity may temporarily suffer loss, if the price 
of a commodity is reduced in consequence of foreign importations­
But inequalities in the rate of profit in any industry will always be 
ultimately removed by the competition of capital-The rent of land 
may be permanently reduced, if agricultural produce is cheapened by 
foreign importations-Foreign trade affects the price, both of the im­
ported and exported commodity-The equation of international trade, 
therefore, requires a very complicated process of adjustment, since the 
price both of the imported and exported commodity must be such as to 
equalise the supply to the demand for these commodities in both the 
trading countries-Foreign commerce raises the price of the commodi­
ties exported, and reduces the price of those imported-It may appear 
that if the commodities exported are necessaries the labourers may' 
be injured by the rise in their price, but they are more than com­
pensated by an increase in their money wages, because foreign com­
merce economises labour and capital, and therefore enables higher 
wages to be paid without encroaching upon profits-A consideration of 
the arguments in favour of protection which are current in the United 
States and in Australia.-The fallacy explained of what is caUed • re­
ciprocity in frea trade '- Commercial treaties involve ·a certain de­
parture from the principles of free trade-The cost of exporting and 
importing commodities may be borne in different ratios in two different 
countries-The greatest portion of this cost of carriage would be borne 
by the country whose demand is least diminished by the commodity 
being increased in price, in consequence of the cost of carriage-If it 
is assumed that there is perfect free trade between the two countries, 
then there cannot be a greater difference in the price of any commodity 
in the two countries than is equivalent to the cost of carriage-The 
principles investigated in this chapter are equaIly true when a great 
number of commodities are interchanged, and when foreign commerce 
is not restricted to two countries-When it is said that, in order to satisfy 
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t~e equation of international trade, the commodities which 0. country im­
ports must be equivalent in value to those which she exports, it is assUmed 
that a country has no other payments to make to other countries except 
for goods imported, and no other payments to receive except for goods 
exported-If a country is a debtor of other countries, then her exports 
will exceed in value her imports by an amount equivalent to this in: 
debtedness-If a country is a creditor of other countries, then her 
imports will exceed in value her exports by an amount equivalent to 
the net indebtedness of other countries to her-These principles ex­
plain why the exports of India always greatly exceed her imports, and 
why, on the other hand, the imports of England greatly exceed her 
exports ..............•................................................ P>lGES 374-40+ 

CHA.PTER VIII. On the Transmission of the Precious 
Metals from One Country to Another. 

In a note at the beginning of this chapter, it is shown that the value of 
the metal selected as the standard currency is the same whether in 
bullion or in coin, when the Government makes no charge for coinage 
-The precious metals are distributed in two ways: first, they a.re 
exported from the mining countries as an ordinary commodity of 
commerce; seoondly, they are transmitted from one country to another 
in the form of money-The value of the precious metals is regulated 
by laws identical with those which regulate the value of any other 
commodity which is exchanged in foreign commerce-The precious 
metals are constantly transmitted in the form of money from one 
country to another, because, in the first place, they contain great value 
in a small bulk, and secondly, every kind of wealth can be purchased 
by gold and silver-England is to a great extent the emporium of 
gold; a great portion of the gold which is produced in Australia, Cali­
fornia, &c., is in the first instance sent to her, and then distributed by 
her to the various countries of the world-Although England imports 
and exports so much gold, yet the value of gold is kept in England 
approximately constant-This constancy in value is maintained,because 
it is impossible to obtain an undue amount of the precious metals, 
without producing a decline in the value of gold, or, in other words, 
a rise in general prices-If general prices rise in one country com­
paratively more than in another, the balance of trade is at once dis­
turbed; the exports from the country are diminished, and her imports 
inoreased, and a drain of specie, consequently, at once commences-­
There is therefore a constant agency at work, which causes the precious 
metals to be equally distributed over the world .................. 405-4." 

CHAPTER IX_ Foreign Exchanges. 
The commodities bought and sold in foreign commerce are usually pai.! 

for by bills of exchange; this course is adopted in order as far as pos­
sible to obviate the transmission of speci_A bill of exchange is a 
written acknowledgment given to a creditor, that a debt due to him 
shall be paid on a particular day-If the exports sent to a partioular 
country are equivalent in value to the imports received from a par­
ticular country, bills of exchange enable the transmission of specie to 
be as completely obviated as if the exports were exchanged for the im- . 
ports by barter-If the imports from France exceed in value the exports 
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from England to France, English merchants - will have a greater 
demand for billa drawn upon France, than French merchants for billa 
drawn upon Englaud-Bills drawn upon Franoe will oonsequently be 
at a premium-When this is the oase, the exchange is said to be 
against England, and in favour of France-A countly has consequently 
to export specie when the exohange is against her-Hence the expres­
sions 'favourable' and 'unfavourable' exchange are remnants of the 
mercantile system-If the exchnnge is against a oountry, its money 
will be depreciated in value, when compared with the money of a 
country which has a favourable el:ooal\ge-When a ecaroity of gold is 
autioipated, bills may rise to a greater premium or fall to a greater 
disoount than is represented by the oost of oarriage-A. an el:amplo, 
bills dra.wn on Franoe rose 10 per oent. when it was known that 
Napoleon had landed from Elba-If an unfavourable 8I:ohange alW4yA 
required speoie to be aotual1y exported, the premium upon bills would 
always closely approximate to the oost of transmitting specie-There 
are, however, oonstant fluotuations in the premium upon bills, beoause 
an unfavourable exohange may be rapidly sucoeeded by _a favourable 
exohange-An unfavourable exchange oannot -be of long oontinuanoe, 
beoause it exerts a tendenoy to diminish the imports, and to inorease 
exports-An export of the preoious metals, as ordinary oommodities ot 
commeroe, does not neoosslUily denote an unfavourable exchange. 
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CHAPTER X. The Functions of Cl'edit. 

Credit signifies borrowing and lending, and therefore implies oonfidence­
Credit is said to be good when there is oonfidenoe in those who borrow 
"':"The credit of an individua.l, as well as the credit of a atate, ia mea· 
sUl'ed by the rate of interest paid for money borrowed-The oft-repeated 
maxim, that credit is oapital, is a meaningless expression-Credit 
greatly assists the produotion of wealth, beoauss wealth which is em· 
ployed as capital is often borrowed from those who would not them. 
selves employ productively the wealth whioh they lend-The deposit 
aooounts whioh are held by banks illustrate the extent to which credit 
inoreases the capital of a country-Large publio wOl-ks, auch as rail. 
ways, could not be carried out if credit did not exist; the capital which 
they require is so large, that it must be borrowed from a great number 
of individuals-Credit enables all wealth which is aaved to be applied 
to the most productive purposes ....................................... ,,11-418 

CHAPTER XI. The Influence of C)'edit on Prices. 
Dills ot exchange, telegrnph drafts, bank·notes, and cheques may be 

regarded as instruments of oredit-A bill of exchange is a written 
promise to pay a certain amount at a fixed date; a bank·note ia a 
promise to pay a oertain amount upon demand-DllYerent bankers 
exohange their ohequea and billa at the Clea.ring House, and the oon­
venience of this oourse il great-Billa of exchange, bank·notel, and 
choques provide substitutes for money-Henos the influence exerted 
by oredit on prioes-When oommodities are bought and lold by billa 
ot exohange, the use of money ia as oompletely dispensed with BS ie 
commoditiea were exchanged by blll·ter-If bills of exchange were not 
employed, one of two things would happen; either the money ill 
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oirculation must be increased, or speoie would rise in value-It is 
oredit, and not the partioular form in .which oredit is given, which 
provides a substitute for money-Book.credits, for instance, although 
not existing in a transferable form, may provide as complete a sub. 
stitute for money as bills of exchange-Bills of exchange cause the 
amount of credit which is given in a country to be much greater 
than it would be if book oredits were alone employed-A bank·note 
is a more complete substitute for money than bills of exchange, be. 
cause if bank·notes did not exist, money must be employed in most 
of the transl1ctions whioh are oarried on by bank.notes-If bank·notes 
did not exist, either more money must be brought into circulation or 
general prioes would decline-A oountry requires a smaller amount of 
money if it employs bank.notes; hence bank.notes economise wealth, 
because gold aud silver are valuable commodities-No effeot is exerted 
on prices by bllnk·notes, if they simply occupy the place of a corre· 
sponding amount of money-General prices are IIdvllnoed by a bank. 
note oiroulation if bauk.notes are added to the oirculation without 
causing a corresponding amount of money to be withdrawn-Credit 
increases the purcha.sing power of each individual, and in this way 
exerts a great effeot on prices-The effect, though great, is, however, 
temporary-Credit.purchases may enormously incrAase the demand 
for a oommodity, and hence raise its price-But this rise in price 
is only temporary, because the price of all commodities ultimately 
approximates to their cost of production-The great purchasing power 
which may be exerted by oredit illustrated by the tea speculations in 
J839-The provisions of the Bank Charter Act explained-Speculative 
pm'chases which lead to a panio lire not in the tirst instance made by 
bank.notes; hence restrictions upon the issue of bank·notes do not 
prevent commercial panics-In the latter stages of a panic, the demand 
for bank·notes and other money increases because credit collapses­
Henoe it has frequenUy been neoessary to suspend the Bauk Charter 
Act after a panio has continued some time-When trade is in its 
ordinary state, the bank.note circulation would not be increased if 
the Bank Aot were l'epealed-The impression that the Bank Act will 
be suspended in a commercial crisis, increases the uncertainty aud 
distrust prevalent at such a period-Creditors may be defrauded, and 
general prioes may be raised without limit, if inconvertible notes 
are made a legal tonder-These serious consequences do not occur if 
inconvertible notes are not made a legal tcnder ............ PAOES 4'9-449 

CHAPTER XII. On the Rate of Interest. 
The current rate of interest is determined by the price of Funds, because 

these securities involve no risk-In this chapter, two questions have to 
be investigated; in the tirst place, the cl1uses which determine the 
normal or average current rate of interest must be explained, and 
secondly, the daily fluotuations in the current rate of interest must be 
accounted for-The ourrent rate of interest must be such as will 
equalise the demand for 10BDs to the supply-The average current 
rate of interest may be affected by national character, beclluse some 
nations are more prudent, and therefore satisfied with a smaller rllte 
of interest than others-If the average rate of protit advances, the 
ourrent rate of interest must also rise-The rate of profit depends on 
the cost of labour; the cost of labour increases if food becomes more 
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expensive-If the current. rate of interest advances, the price of 
securities and the price of land will decline-The oauses which advance 
the rate of interest generally exert an influence to diminish the rent of 
land-Different mtes, • .of interest may preva.i! in different countries, 
because the people. 'of. onellOuntry, will not invest their capital in 
another country, without receiving some !Ldditional remuneration­
Temporary fluctuations in the rate of discount or in the rate of 
interest 8.l'e caused, by variations in' the demand for money-An 
increase in the demand for money is generally produced by contrac-
tion of credit ......................................................... PAGES 450--459 

CHAPTER XIII. On the Tendency of Profits to fall as 
a Nation. advances. 

Adam Smith erroneously supposed that the rate of profit depended upon 
general prices-A rise or fall in general prices need not necessarily 
affect ,the rate of profit-Adam Smith was led into the error above 
alluded to by misinterpreting the phenomena connected with the 
depression and activity of trade-The average rate of profit is partly 
the cause and partly the effect of the amount of capital accumulated­
·When a country advances in population and wealth, two agencies 
operate to reduce profits: in the first place, food becomes more 
expensive, and the cost of labollr is increased; and secondly, a greater 
capital is accumulated in proportion to the profits which can be 
realised upon it-The decline. in the rate of profit in England re­
tarded by the great amount of capital which we invest in foreign 
countries-Indnstrial improvements, and the importation of cheap 
food, may prevent the cost of labour illcreasing as a country advances 
in population-This explains the faot that the rate of profit has not 
declined in England, although her population and wealth have both 
greatly increased-A nation ie said to be in a stationary state, when 
the rate of profit is so low that the accumulation of capital does not 
further inorease-The stationary state was more likely to be attained 
in the last century than at the present time-Surplus capital is ab­
sorbed, or rather destroyed, in a commercial panio; thus an influence 
is exerted to sustain the average rat!! of profit-A high rate of profit 
prevails in a colony, because fertile land is abundant-Agriculture 

, must be the etaple industry of a young colony-The returns to agri­
culture must be great when only the most fertile soils need be cul­
tivated-Hence, in a colony, wages and profits are both generally 
high .............................. , ........................................... 460--471 

CHAPTER XIV. Of .Over-production or Excess of Supply. 
Malthus, Chalmers, and Sismondi feared over-production, and therefore 

affirmed that some moral restraint ought to be exercised with regard to 
the accumulation of capital-Over-production has two meanings; it 
may either signify that commodities produced cannot be sold at 
remunerative prices, or it may sil{11ify that commodities are produced 
which are really not wanted-Ovet-production in its first signification 
will oause the profits of a partioular trade to be low: the trade is then 
said to be dull or depressed, but such depression can only be tem­
porary-The Lancashire Cotton Trade would have exhibited this first 
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kind of over-production, if the American Civil War had not occurred­
This excessive supply of cotton goods would not be wasted; they, 
would be readily purchased, if sold at sufficiently low prices-The 
accumulation of capital may reduce profits, but never causes more 
commodities to be produced than can be consumed-If capital con­
tinues to be accumulated, the wages of Io.bourers would be )ncreased­
As an extreme case, it may be supposed that wages are so much 
increased, that all the wants of the labourer are 'satisfied; if, then, his 
wages are still further increased, he will shorten his hours of toil. 
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CHAPTER XV. The Gold Dlscoveries. 
The annual supply of gold was trebled by the discoveries in Australia and 

California-The expectation that this increased supply would cause 0. 

great fall in the value of gold was not fulfilled-There was only a 
moderate decline in its value, and during the last few years (1873-83) 
it is thought by some that in consequence of 0. falling-off in the supply 
of gold, accompanied by an increased demand, there has been a rise in 
its value-The disadvantages which result to a country from a variation 
in the value of the substance which it uses as money-Difficulty of esti­
mating the change in the value of gold by a comparison of prices at 
different periods-It is probable that there was a rise in general prices 
after the gold discoveries of ahout IS per cent.-This opinion was sup­
ported by the late, Prof. Cairnes and by the late Prof. Jevons-The 
value of the' precious metals is determined by the same laws which 
govern the price of agricultural produce, but because mining is a more 
speculative industry than agriculture a ,decline in the value of gold and 
silver will not so rapidly lead to the abandonment of the least productive 
mines as a fall in the value.of agricultural produce will throw the least 
f'lrtile soils out of cultivation-The absorption of the large additional 
supplies of gold without producing a great fall in its value affords con­
clusive evidence that the value of gold would have risen if these ad­
ditional supplies had not heen forthcoming-The increase of commerce 
consequent on free trade and the development of the railway system 
absorbed much of the new gold-There was also a llLlge additional de­
mand for silver: great quantities of silver were sent to India during the 
American civil WILl to purchase cotton and also for the construction of 
publio works-As there was nntil lately but a slight increase in the 
nnnual supply of silver, the additional silver required for the East was 
to a considerable extent supplied from the currencies of France, Ger­
many and other countries; gold partly took the place of this silver; 
there was thus an increased demand for gold, and another influence 
was in .this way hrought into operation to maintain the value of gold­
During the last ten years vlLlious circumstances have occurred to arrest 
the depreciation in the value of gold: its supply has diminished and 
the demand for it has increased-It has heen thought hy some that the 
value of gold has lately increased-As there is much uncertainty about 
the future, value of gold and silver, arrangements which involve fixed 
pecuniary payments over a long period of years should as fILl as possible 
be avoided-Why the gold discoveries have exerted a special influence 
in promoting the prosperity of Austra1ia-Gold-digging is not more 
profitable than other kinds of industry, but a gold discovery acts more 
powerfully than any other cause to attract labour and capital to a 
colony-Other kinds of industry in a young colony involve, in the first 
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instance, great risks; a supply of labour must be insured, and much 
fixed capital has to be expended in constructing roads, &o.-These 
obstacles impede gold-ellgging less than any other industry. 
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CHAPTER XVI. The Depreciation in the Value of Silver. 
The supply of silver remained almost stationary until about 1870, when 

it very greatly increased-Silver has rapidly declined, in price-The' 
rapiellty of the fall when compared with the slight and gradual fall in 
the value of gold explained by the circumstance that when the gold 
discoveries were made there was a great adelltional demand for gold; 
whereas the,e has been a great fa.lling:olf in the demand for silver at 
the very time when its supply was increased-The falling-off in the 
demand for silver has heen partly produced by the demonetisation of 
silver in Germany and other European countries-There has heen a 
great fa.lling-off in the demand for silver in India.--The quantity ex­
ported during the last ten years is less than a third what it was during 
the ten years previously-This falling-off in the demand is chiefly pro­
duced by the increasing proportion of the Inellan Revenue which is 
spent in England-The depreciation in silver may be estimated in two 
ways: first by comparing its value with that of gold, and secondly by 
considering its general purchasing power-The recent fall in the price 
of silver has not yet been accompanied by a general rise of prices in 
India-This rise in prices will probably however occnr, because it will 
become exceptiona.lly profitable to purchase goods in India and excep­
tiona.lly nnprofitable for the people of Inella to purchase goods abroad­
This .will stimulate the export of silver to Inella and check the fall in 
its prioe-India suffers peculiar. inconvenience and loss from a deprecia-

. tion in the value Qf silver, because a large portion of her revenne is 
fixed in pecuniary amount and is paid in silver, and she has annually 
to pay a large sum to England in gold-A gold currency is wholly un­
suitable to India.--The unadvisability of attempting to maintain the 
value of the rupee in India by limiting the coinage-The importance of 
guarding against fluctuations in the value of gold and silver-India has 
to bear a serious loss from the depreciation of silver, which mnst be 
met by increased economy ............................................. 493-510 

BOOK IV. 
TAXATION. 

CHAPTER I. . On the General Principles of Taxation. 
Mr Mill and others give to this portion of the subject the general title 

'The influence of Government'-We think it advisable to limit this 
portion of our subject to an inquiry into taxation-Adam Smith's 
four rules, or 'oanons' of taxation are the follawing-ut. Taxation 
should be equal; 2nd. Taxation should be certain in its amount; 
3rd. Taxes shou.ld be levied at the time and in the mode which cause 
the least inconvenience to the tax-payer; 4th. A tax ought to obtain 
for the Government as much as possible of the whole amount which is 
levied from the tax-payer-Equality of taxation is impracticable, if it 
means taxing people in proportion to their means; this illustrated by 
the case of two inellvi~ua.ls possessing equal incomes, one of whom is 
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married, and the other not-With the view of obtaining equality of 
taxation, it would be useless to attempt to tax people in proportion to 
the protection which they derive from Government-The first principle 
of taxation is enunciated by Adam Smith in·very ambiguous languagE!; 
he affirms that when there is equality of taxation, people are taxed in 
proportion to their ability to pay-Equality of taxation will not be 
secured, if it is attempted to apply this principle to one special tax­
Equality of taxation is best secured by a rough process of compen­
sation-A consideration of the policy of reducing national debts. either 
by devotion of the surplus and the immediate cancelling of debt, or by 
the creation of terminable annuities ........................ PAGES 513-SZZ 

CHAPTER II. On the Income-tax. 
The proposal that temporary incomes should be taxed at a lower :rate 

than. permanent incomes is supported, by some persons, first upon 
arithmetical grounds, and secondly, upon the general principles of 
taxation-The arithmetical argument is conclusive, that temporary 
incomes ought to be taxed at the same rate as permanent incomes, 
if it is assumed that the income-tax is uniform in amount, and 
permanent-Temporary and permanent incomes ought to be taxed at a 
different rate, if the continuance of the income-tax could ever be restricted 
to a definite period-Experience proves that this is impossible-The 
difficulty and expense of collecting the income-tax would be greatly 
increased, if an equitable rating of temporary and permanent incomes 
should be attempted-It is genera.ily affirmed that the income. tax 
ought to be so adjusted, that each person shall contribute to it in 
proportion to his means-This principle, even if it could be ·carried 
out, would not necessarily secure equality of taxation; this proposi­
tion illustrated by considering the remission of the tax upon small 
incomes-Various other difficulties described, which render the adjust­
ment of the income-tax almost impractieabl~bjection to a graduated 
or progressive income-tax-The incidence of a tax distinguishes the 
real from the nominal payer of the tax-The incidence of the income­
tax will partly fall on the labourers, if any portion of the tax is paid 
out of capital-The wealth of a country may be seriously affected by 
an income-tax, if the tax diminishes the national capital-Hence, in 
India an income-tax would produce very serious consequences, because 
there capital is accumulated very slowly-If the income-tax is remitted. 
upon incomes of less than tool. a year, this amount ought to be de­
ducted from all larger incomes, and ouly the remainder should be taxed 
-One serious inequality affecting the income-tax, is caused by the 
power which dishonest people have of evading it-The advantages of 
an income-tax in such a country as England outweigh the disad-
vantages ........................................ : ............................ 5'3-543 

CHAPTER III. Taxes on Oommodities and other 
Indirect Taxes. 

Distinction between a. direct and a.n indirect tax; the former is really 
paid by the person from whom it is levied; the latter is levied from 
one person, and paid by another-A tax is often made indirect by 
custom; for instance, the poor-rates are often paid by farmers, and 
are therefore an indirect tax-Poor-rates might be paid by the landlord; 
they would then be a direct tax-None of our taxes on commodities are 
protective-Taxes on commodities. must be_genera.lly cha.r!l.CLerised by 
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inequality, beoause they oan rarely be IIlIIode aa "alorem--Taxes on oom. 
modities are generally oertain in their amount, and therefore abe, 

,Adam Smith's seoond rule-As far as the OOD8umer is concerned, taxes 
on commodities are always paid at a oonvenient time, and therefore 
obey Adam Smith's third rule--Some taxes, such as the tn on hops, 
were obliged to be levied from the producer at a very inoonvenient time 
-The convenience of bonding houses--Taxee on commodities ought, 
as far as possible, to be made oonsistent with Adam Smith's last rule 
--Customs duties are most inexpensive to levy in an island. because a 
land frontier is more diffioult to proteat against smuggliug-'-Excise and 
customs duties should be oonfined to I/o few articles of oonsumption­
The most serious objeotion against taxes on commodities is due to the 
fact that I/o tax increases the prioe of a oommodity by an amount which 
exceeds the sum which the tax yields to the State-This objeotion 
ought to be, as·far as possible, guarded against; hence 110 ml1llufaotured 
commodity ought to be taxed in preferenoe to the raw material-A tax 
on a ml1llufaotured commodity is objeotionable, beoause it necessitates 
the enforcement of vexatious regulations by Government officers-It is 
intended that import and exoise duties should be paid by the con· 
sumers, but an export duty is supposed to be mainly paid by foreigners 
-This, however, rarely happens; such a duty usually diminishes ths 
export trade of I/o country, and thus decreases her national wealth­
It would he most disastrous for England to impose an export duty 
on silk goods, because, as far as this brl1llch of indnstry is oonoerned, 
we should be unable in foreign oommerce to oompete with other 
oountriee-The theory of international trade proves tbe impolioy of 
proteotive duties-Landowners are the only class that can be per. 
manently benefited by proteotive duties; the value of the natural 
monopoly whioh they possess may be artificially Increased by pro­
teotion-Proteotive duties oannot, in the long run, increase the profits 
of any class of traders; beoause the competition of capital equaliEes 
profits in different trades-The Corn Laws benefited the laudowners, 
not the tenant-farmers-The iuoreased prosperity of the oountry com­
pensates landowners for the abolition of protective dnties; this illus­
trated by tho rise in the rent of land in this country since the passing 
of free trade-An industry artificially fostered by proteation may be 
destroyed by free trade; but this cannot be ultimately a loss to a 
nation-A stron~ party in Australia are in favour of imposing proteo­
tive import duties-They have supported this policy by .. remark 
in Mr Mill's Political Economy, in reference to an apparenl exception 
which he makes in favour of proteotive duties in certain branches of 
industry in a young colony-Reasons againsl imposing proteotive duties, 
even asa temporary expedient-A comparison between direot and indirecl 
taxation useless-Each system has its peoullar disadvanlages; hence 
equality of taxation is best seoured by raising 'the revenue, partly by 
diJ.-ect, and partly by indireot taxes ........................... PAGES S .... -Si5 

CHAPTER IV. On. the Lana-Tare. 
The chief pad of the revenue of India is raised by I/o land· tax-A 

land.tax is simply rent-When land is not oultivated by its owner 
.. IImd-tax neither diminishes the profits of oultivation nor in­
creases the price of agricultural produoe-If· I/o land-tax exceeds a 
rack-rent in IIomonnt, the price of agricultural produoe must rise, 
and therefore the oonsumers of this produce will be virtually taxed 
-·The importation of produce will be enoouraged if the land-tax 
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exceeds a raok-rent j hence land will be thrown out of cultivation, and 
the land-tax will yield a smaller revenue-The land-tax in this country 
is small, because oommuted lit II fixed money payment--The tax-payers 
would have been benefited if the land-tax hlld not been thus com­
muted, but had been fixed at a certain definite proportion of the value 
of the land-A tithe may be regarded as a rent-charge, and tithes 
neith~r diminish the profit,s of the oultivator nor a!Ject the price of 
agrioultural produoe-The Tithe Oommutation Act was not quite fair 
to tithe-proprietors, because tithes are not aftected by a rise in the 
price of stook-AgriculturaJ. improvements may be impeded if tithes 
are not commuted, ................................................. PAoEB 570-575 

CHAPTER V. The P001' Law and its Influence on 
Pauperism. 

An historical sketch of poor law legislation-The stringent laws against 
begging and vagrancy in the reign of Riohard n.-Further legislation 
imperatively required in the time of Henry VIn. in consequence of the 
suppression of monasteries which had been centres of almsglving­
Various acts endeavouring to discriminate between voluntary and 
involuntary pauperism and to control private charity were pRssei­
The experience gained of their working led to the pRssing of the poor 
law of Elizabeth in 1601 which first definitely established the right of 
every destitute person to receive relief and at the same time provided 
effioient safeguards against voluntary pauperism-The Elizabethan 
poor law continued in operation virtually unchanged, save for acts 
strengthening its principle, such as that which in 1723 established the 
workhouse test, till the latter haIf of the 18th century-Pauperism 
was at that time so insignificant in its proportions that it appears to 
have been thought unneoessary to maintain the stringency of 
Elizabeth's poor law-The workhouse test was abandoned-Gilbert's 
Act in 1782 and East's Act in 181S abolished nearly all the checks on 
voluntary pauperism-The oonsequence of these relaxations and of the 
encouragement given in various ways to immorality. thriftlessness and ' 

. dependence brought England to the verge of national bankruptcy­
Rates threatened to absorb more than the entire value of the 80il- , 
Pauperism became a more remunerative proCession than honest labour 
-This disMtrous state of things led to the appointment of the Poor 
Law oommission in 1833 and in 1834 to the passing of the New Poor 
Law re-enaoting most of the Elizabethan checks on voluntary 
pauperism-A comparison of the poor laws of Engla.nd. Ireland and 
Scotland proves that the amount of pauperism depends to a. very large 
degree on the restrictions plaoed upon the distribution of out-door 
relief-Although pauperism has lately decreased in England and 
Scotland, and increased in Ireland, there is even now (18831 con­
siuerably less pauperism in Ireland in proportion to the population 
than in England and Scotland-The Union OhBrgeability Act-Tho 
Metropolitan Poor Act discourages out.door relief iu London, and has 
been most useful in diminiAhing pauperisl1l-The amount of pauperism 
in the various unions of England varies largely, and is in the main 
controlled by the degree of skill with which the existing law is 
administered-Proportion of pa.uperism to population in the unions of 
Whiteohapel, Linton (Cambs). Preston, Atcham, Oxford and Cambridge 
-Nearly BlI the motives for economical administration of the poor 
law would disllppear if there were a nationaJ. poor-rate-The dangers 
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assooiated with the poor law do not lead us to advocate its abolition­
It is valuable in affording some control over unorganised and indis. 
criminate private oharity: it also protects the poorest classes from the 
de~peration caused by the prospect of absolute destitution-Hence, 
though socialistic in its character, the poor law alIords a safeguard 
against the extremes of revolutionary socialism-The influence of 
education, cooperation and thrift in preventing pauperism-Hindrances 
to the employment of women encourage pauperism-Every occupation 
which is closed to women drives them in additional numbers into those 
occupations which remain open, and hence a tendency is exerted to 
depress wages already sufficiently low-The principle of the factory 
acts is just as applied to children but is indefensible when applied to 
adult women ....................................................... :.PAGES 576-594 

CHAPTER VI. Local Taxation. 
In this country a great contrast exists between local and imperial finance 

-The imperial revenue has been of late years so prosperous that 
although the expenditure has been maintained at a very high rate, 
there have been repeated surpluses and constant remissions of taxa· 
tion-In local finance the expenditure invariably exceeds the revenue, 
and the deficiency is made up by loans-Statement of the local finance 
of Loudon in 1868-Local expenditure is increasing much more rapidly 
than the national wealth-This illustrated by the great increase of rates 
in Liverpool since 1841-Defects of administration arising from con· 
fused areas of. rating and from multifarious rating bodies-The creation 
of many new rates-The demand for new rates is encouraged by the 
idea. that an increase of local expenditure is of little consequence in a 
country so rapidly increasing in wealth as England-Fallacy of this 
explained~Arguments against meeting local expenditure' by grants 
from the Consolidated Fund ........................................... 595~o5 

CHAPTER VII. The Incidence of Local Taxatl'on. '" 1 

Local taxation consists almost entirely ·of rates on real property-Figurel 
quoted to prove that rates in towns are generally much higher than in 
country districts-Land is contributing a constantly decreasing amount 
to local taxation in comparison with other kinds of property-In the case 
of cultivated land,although the rates are usually paid by the occupier, 
their real incidence is upon the owner of the land-In the case of 
houses the incidence of by far the larger portion of the rates is upon 
the occupier; a small portion only falling upon the owner of the land 
on which the house is built-If •. however, the house possesses such 
exceptional advantages of ,eituation that the rent is only in a small 
·degree determined by the cost of buildiug, then the incidence of the 
rates is almost entirely upon the owner of the ground-When a uni. 
form and geJ;leral rate is imposed on business premises the rate really 
falls on the consumer-When rates are exceptionally high in a particu. 
lar district they are a special tax on the profits of trade in that district 
--Rates imposed on railways and the railway passenger duty are a 
charge upon the profits of the shareholders and are not paid by railway 
passengers-The rates imposed J;lpon water-works and gas.works are, 
except in certain exceptional cases, paid by the shareholders-The in· 
justice explained of carrying OJ;lt works of improvement by loans, the 
interest and capital of which are paid olI in a fixed nJ;lmber of years, in 
the form of additional rates by the leasehold occupier, as diatinguished 
from. the owner of hoqses, land, and other rateable property ... 606~"3 .. 
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of the old, 582; the Irish and 
Scotch, 586; advantages of B, 591 

Poor rate, objeotions to a national, 
590 

Poor rates, inoidenoe of, 545 
Population, increase of, in Viotoria, 

7S; effeot of inorease of, on oost of 
agrioultural produoe, 75, 79, 125, 
826; in raising rents, 125, 826; 
on wages, lS6, ·177; Malthns on, 
141, 175; Cairnes on inorease of, 
in Ireland, 142 

Price, definition of, S12; commodities 
divided into three classes in respect. 
of their, S15; of oommodities abo 
solutely limited in quantity, S16; 
of agrioultural and mineral pro. 
duce, S22, S61; of agricultural 
produce not influenced by rent, 
127, 825; of manufaotured com· 
modities, SSS, S39; of gold, 359; 
as affected by cost of production, 
SS5; influenced by credit, 0429, 43S, 
4S8; as influenced by speoulative 
purchases, 4S9 

Primogeniture, English law of, 189 
Private property, rights of, 96 
Produotion, requisites of, 10, 44 ; on 

large and small soale, 6S 
Profits oonsist ofthree elements, 157; 

natural rate of, 161; effect of com· 
petition on, 162, S22; how far de. 
pendent on wages, 168; why higher 
in some oountries than in others, 
45S; relation of, to prices, 460; 
tend to diminislj. as ana. tion ad. 
vances, 465 ./ ~-. .~~ . 

Profit.sharing, Mr Sedley Taylor on, 
24911. 

Pr~tection, abandoned in England, 
ISS; the theory of, 558; Mr D. A. 
Wells on, in U. S. A., 565 

Public Works Loan Commissioners, 
functions of, 288 

,Publio Works, construction of, by 
the Government, 288 

Purdy, Mr, on incidence of local 
taxation, 609 

Rack·rents, 11S, 205, 21S 
Railways, incidence of local rates on, 

619 
Rate of interest, affects saving, 84; 

how conneoted with price of land, 
454; varies in different countries 
and at different times in the same 
country, 451, 456 

Rate of profit varies in different 
oountries, 119; ·in different trades, 
161 

Rates, incidence of looal, 607, 611, 
61S 

• Reoiprocity', fallacies of, S93 
Rent, Ricardo's theory of, .74, 114, 

170, S24; as controlled by oom· 
petition, l1S, 323; by custom, 97; 
how affected by agricultural im· 
provements, 121; by variations 
in rates of wages and profits, 123 • 
by increase in popUlation, 125; 
a portion of, consists of interest on 
capital spent in improvements, 
126; not an element in the price 
of agrioultural produce, 127, S25' 

}ticardo's theory of rent, 74, 114, 
170; objections to, 115; implies 
the existence of active oompetition. 
128 

Rioardo on profits and wages, 168 
Roohdale Pioneere' cooperative stores, 

256; cooperative production at, 
265 

Salt.tax in India, 89, SS 
Saving, affeoted by rate of interest, 

84, 46S; by • effeotive desire of ac· 
cumulation,' 82, 462; by habits of 
thrift and foresight, 82 

Savings Banks, 195, 297, 592 
Sohulze.Delitzsch, Herr, the founder 

of cooperative banking, 273, 279 
Serfs, emancipation of, in Rnssia, 200 
Settled Land Act (1882), 190 



SettlEjment, .Laws of, 581 
Shaftesbury Park Estate, 277 
Shipping trade of England, predo. 
. minance of, 408 
Sidgwick, Mr Henry, on wages-fund 

controversy, 181 n. 
Silver, as fulfilling the functions of 

money, 851; recent increase in 
annual supply of, 852, 488, 494; 
coinage in England, 856; effect of 
demand for, on value of gold, 486; 
demonetised in Germany, 487, 
495, 507; depreciation in value of, 
493; decline in demand for, 497; 
plate, amount annually manufac­
tured in England, 496 

Sismondi on metayers, 212 
Slavery, economic effects of abolition 

of, in West Indies, 88; economic 
defects of, 108, 801 

Slave labour, Hon. C. Clay on, 807 
Smith, Adam, Wealth of Nations, 8, 

875; on division of labour, 51;' on 
causes of different rates of wages 
in different employments, 147; on 

-laws ofsettlement, 581; onbounties 
on exports, 375; mistaken as to 
·connection between profits and 
prices, 460; on taxation, 514, 
546 

Socialism, 98; State-aided, 279 
Soetbeer, Dr, on relative value of 

silver and gold, 501 
Specie payments resumed in U. S. A. 

and Italy, 487, 496; suspension 
. of, in England, 446; in France, 

449 
Speculation, promoted by credit sys­
, tem, 489 
Standard of value, 858 
State aided, socialism, 279; public 

works, 288; industry, 289; coope­
ration, 290; peasant' proprietors, 
291; industrial dwellings, 292 ; life 
insurance, 294; emigration, 602 

State-ownership of land in India, 
281; in Australia, 281 

, • Stationary State,' the, 467 
Statute of labourers, 224 
Strikes, 288, 241; influence of, on 

wages, 242; involve great loss of 
wealth, 247; duwo antagonism of 
interest, 248 

St Simon, \l9, 100 
,Substitutes for money, 864 

Taylor, Mr Sedley, on copartnership 
or profit-sharing, 249 n. . 

Taxation, canons of, 515; general 
principles of, 518; incidence of, 
584; local, 595 

Taxes on income, 87, 528 ; objections 
to graduated, 534, 540 

Taxes on raw material, 89, 552; on 
commodities, 531, 544; on exports, 
553; can seldom be made ad 
'Valorem, 546, 608; on imports, 
557; for the purpose of reducing 
debt, 567 - '. 

Telegraph drafts as instruments of 
credit, 432 

Tenant right in Ulster, 216; in 
England, 217 

Tenants' Compensation Act (1883), 
285 

Tendency of exports and imports to 
an equality, 401 

Thornton, W. T., on the wages fund, 
129; 011 peasant proprietors, 181 

,Tithe Commutation Act, 122, 574 
Tithes, 578 
Tooke's History of Prices, on effect 

of speculative purchases on prices, 
440 , 

Trades Unions, their influence on 
wages, 155, 193, '238, 245; Royal 
Commission on (1869), 238, 251, 
274; formerly opposed machinery, 
241; formed by employers as well 
as by employed, 246 

Treaties, commercial, 394 
Turgot on metayer tenures, 209 

Ulster tenant right, 216 
Unearned increment,' doctrine of 

the, 285 
Union Chargeability Act, 586 
Utility in its relation to value, 819 

Vagraney, Acts to suppress, 577 
Value. definition of, 311; oommodi. 

ties divided into three classes in 
respect of their, 815; of commodi. 
ties of which supply is absolutely 
limited, 816; of agricultural and 
mineral produce, 322; of agricul­
tural produce not influenced by 
rent, 127,' 825; of manufactured 
commodities, 333, 339; as affected 
by cost of production, 835; of sil­
ver and gold oompared, 601 
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Wages, as in1luenoed by demand and 
supply, 131, 245; Sir T. Brassey 
on, 48, 133, 136, 137; have not 
increased proportionally with the 
increase of wealth, 135; effect of 
increase of population on, 136, 145, 
177; of machinery on, 137; of ex­
port of capital on, 139; of warlike 
expenditure on, 140; depend on ra­
tio between labouring population 
and wages fund, 146; causes of 
variation in, in different employ­
ments, 146; in different localities, 
150; influence of commercial pros­
perity on, 153-336; of Trades 
unions on, 155, 238, 243; oflegisla­
tion on, 223; of national educa­
tion on, 230; of allotments on, 
235; of competition on, 110, 243; 
of women depressed by out·door 
relief .. nd by legislative interference 
with their labour, 592 

Wages-fund, controversy on the, 129 
Wakefield, on combination and co· 

operation of labour, 58; on theory 
of colonisation, 59 

Wallace, Mr A. B., on nationalisation 
of the land, 280 

Wars, rapidity with which nations 
recover from losses caused by, 30; 
should they be paid for by in· 
creased taxation? 32 

Wealth of Nations, by Adam Smith, 
8,375 

Wealth, the subject matter of politi­
cal economy, 4; definition of, 6 

Wells, Mr D. A., on protection in 
U. S. A., 565 -

Wheat, price of, in England, 76 
Wholesale Cooperative Society, 262 
Workhouse test, the, 579 

YQung, Arthur, on peasant proprie­
tors, 181, 183, 186; on metayer 
tenure, 206 

Zincke, Rev. Barham, on peasant 
proprietors, 188 A. 
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