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PREFACE

The following essay is an attempt to present the economic
theories of Richard Jones, an English writer of the early
Nineteenth Century. His institutional approach to econom-
ic problems attracted my attention for two reasons, In the
first place, while I was working as a compiler in the Nation-
al Bureau of Historical Research in Peking from 1920 to
1922 T was greatly impressed by the abundance of historical
documents on Chinese economic history, but at the same
time I was disappointed fo find that the English Classical
economics had nothing in common with Chinese economic
conditions. Thus I became anxious to discover any Eng-
lish writer who emphasized the historical and institutional
treatment of economics,

In the second place, after receiving instruction in econom-
ics from Professors Seligman, Seaper, Mitchell and Simkho-
vitch at Columbia University I realized that the modern
tendency of economic theory is to put great emplhasis upon
comparative study, historical treatment and the institu-
tional approach. My study under these teachers led me to
inquire whether these modern ideas could be traced back to
any writer of the period when the Classical School domin-
ated economic thought.

I owe a special debt to Professor E. R. A Seligman, whe
first suggested the subject of this dissertation to me, and
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5 PREFACE

without whose instruction the work could scarcely have
been undertaken. For invaluable suggestions and supervi-
sion in the development of the study I am greatly indebted
to Dr. E. M. Burns. Without her criticism and untiring
guidance the work would not have been completed. 1 also
wish to express my gratitude to Mr. R. W. Souter for his
suggestions and my obligation to Miss Irma Rittenhouse
for her aid in correcting the manuscript. I am particularly
indebted to my friends Mr. and Mrs. S. S. Slaughter for
their assistance in the course of the preparation of this
study. Above all, my gratitude is extended to my wife for
her warm sympathy and constant encouragement.

N.T. C

New York, April 30, 1930.
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CHAPTER 1.

InsTiTuTIoNAL EconNoMics

L. Chief Characteristics of Institutional Economics

EcoroMIc theory moves through a cycle of criticism, re-
construction, and approbation of the institutional order,
The laissez-faire theory was first formulated as an instru-
ment of criticism and reconstruction of Mercantilism, the
success of the laissez-faire doctrine laid the foundation of
the Classical School, which emphasizes the rational and
calculating nature of man and undertakes to interpret
economic equilibrivm. Classical political economy dis-
cusses the influence of competition as a check on human
selfishness in the pursuit of profit. Its fundamental assump-
tion throughout the analysis is the invariability and uni-
versality of economic forces.

But the economists of today are not so much interested
in abstract economic theory. In recent years they have
neglected the old deductive approach and have turned more
and more to the finding of facts as a method of study. They
have a stroang inclination towards those fields of economic
study which bear directly upon the economic welfare of
the people. Many students of economics are convinced
that the order of study should be a search for principles
through analysis of existing situations., Most of our
younger economists® hold that it is a mistake to differen-

i1Important recent contributions te institutional economics are as
follows: Mitchell: “The Prospects of Economics,” in The Trend of
Economirs, 1924, edited by Tugwell; Hamilton: “The Institutional
Approach to Economic Theory” in American Economic Review, 1918;
Edie: “Some Positive Contributions of the Institutional Concept” in the
Qugrterly Joumol of Economics, 1927; Thorpe: Economic Institutions,
1928,

i1



12 RICHARD JONES — AN INSTITUTIONALIST

tiate economic theory from the study of economic institu-
tions. They would maintain that while the theories of
value and distribution will retain their place as the impor-
tant subject-matter of economics, further development of
such supplementary topics as those dealing with economic
institutions is to be expected and desired.
Institutional economics claims to meet the demand for
a generalized description of the economic order as a whole.
It lays stress upon the process of habituation, It asserts
that habits are formed mainly by the discipline of the
daily world, and that such habits, shared by large numbers
of the people, are called institutions. An institution is 2
type of usage which has become indispensable by its gen-
eral acceptance. Institutional economics attempts to ex-
plain the character of the social order in conjunction with
its economic phenomena. Its inquiry must.go beyond sale
and purchase to the peculiarities of the economic system
-which allows these things to take place upon particular
terms. It must not stop short of 2 study of the conven-
tions, customs, habits and thinking and mode of doing which
make up the scheme of arrangements which we call the
economic order. It must set forth the relations, one to
another, of the institutions which together comprise the
organization of modern industrial society.
There are four chief features of institutional economics.
In the first place, this approach to economics is based upon
an acceptable theory of human behavior. Institutions are merely
conventional methods of behavior of the group and the econom-
ist had 2 good use for the study of institutions because they are
those habits which are shared by large portions of the
people; they are mass phenomena. If we want to under-
stand the behavior of people in the large, the important
task is the study of institutions. ’
In the social sciences we are concerned with changes
that have occurred in human behavior in the past, and we
are interested in the further improvements which can be
made in the future. Changes in social life have been due
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primarily to changes in behavior. If the life of the large
mass of people in this country is now widely different
from that of their ancestors, it Is not because men are
born nowadays with better brains. Owur reflexes, instincts
and capacity to learn are believed to be substantially the
same as those of our cave-dwelling forefathers. The reason
that we have managed to achieve a much higher level of
economic well-being and comfort must be ascribed to the
fact that we have acquired mass habits of thought and
_activities quite unlike the habits of thought and activities
of the caveman. We have developed, through a long process of
cumulative change, more effective ways of training our
native capacities. It is these widely prevalent social habits.
learned afresh with modifications by each generation, that
make our behavior so different from that of our ancestors
and that will make the behavior of our descendants dif-
ferent from ours,

So far as we are interested in social change we must
center our attention upon the development and cumaulative
changes of human behavior in our institutions, Custom
plays an important part in our economic activity as well
as in every other department of social life. To-day much
of our personal expenditure is controlled by what custom
has declared to be proper, rather than by any act of our
own individual reason. “Custom, convention, prestige—all
are names indicating the influence which a group exerts
over the choices of acts of its members through mere social
approval and public opinion, or uncompelled deference to
superior competence.”’!

The individual is a social product. He is not seli-con-
tained, with natural and stable wants, for he is constantly
shifting his likes and dislikes with the social mind of his
crowd. The larger part of our behavior in detail is imita-
tive; it takes advantage of what other people have invented
The great characteristic of modern civilization is that it

1Z. ¢, Dickinson: Economic Motives, 1924. p. 216



14 RICHARD JONES — AN INSTITUTIONALIST

embalms discoveries in print, producing a cumulative stock
of other people’s experience. The institution of money
economy stamps its pattern upon human nature, makes us
all react in standard ways to the standard stimuli, and
affects our very ideas of what is good, beautiful
and true. “Institution” is really a convenient term for
the most important among the highly standardized social
habits. Hence, it seems that the behavioristic point of view
will make economic theory more and more a2 study of
economic institutions,

Secondly, economic theory should be relevant to the
modern problem of control. A shift in problems and a
general demand for control have made institutional eco-
nomics an appropriate method of attack. The shift in prob-
lems has been due partly to a discovery that institutions
are social arrangements capable of change, partly to a2 con-
sciousness that economic activity, once thought voluntary,
is controlled by subtle conventions and habits of thought.
In economics as in other sciences, we desire knowledge
mainly as an instrument of control. Control means the
shaping of the evolution of economic life to fit
the developing purposes of our race. Economic life is too
intricate and conditions in different industries too diverse
for a single form or organization to work equally well every-
where. Competition is not always satisfactory as a pro-
tective force, assuring to buyers honest goods and reason-
able prices and to sellers a fair return for their labor and
capital.

Under our present economic organization, there are sev-
eral disadvantages.® One of the outstanding features in
our industrial society is uncertainty as to the demand
for goods caused by the fickleness of consumers’ desires
and the business cycles. Our existing economic aorgan-
ization makes demand abnormally variable and produc-

15, H. Shchter: “The Crganization and Control of Econoniic
Activity,” p. 328, in The Trend of Economics, edited by Tugwell
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tion in anticipation of orders extremely dangerous. One
other equally important feature of modern industry is the
existence of waste, The fundamental cause of waste is the
fact that conditions under free enterprise require that man-
agers of great concerns give their attention primarily to the
problems of general business policy and strategy rather than
to those of internal plant management. But the most strik-
ing aspect of modern industry is the failure of business en-
terprises to procure the active cooperation of employees in
increasing output. It is indeed evident that the need for
better methods of coatrolling economic activities is more
urgent to-day than a century ago.

Institutional economics deals with the problem of control
from the standpoint of historical development.® The
primitive, human clan was an enlarged family, bound
together by ties of blood, and the system of control was
correspondingly close and complete, producing much com-
munism in primitive institutions, The Roman Empire,
which is famous for its system of control, extended mili-
tary control umtil it embraced the entire Western world.
During the Middle Ages the chief organs of control in
the towns were the guild merchant and, later, the craft
guild, while at the same time, the Church was insisting
upon the doctrine of the “just price,” The Mercantile
doctrine of a2 later era used to be called "“the system of
restriction.” The presumption of this school of control
was that any especially useful branch of production should
receive artificial support, and the most useful branches were
thought to be foreign trade, shipping, and manufacturing.
Against the perverted restraints of Mercantilism arose the
doctrine of individualism, which stated that individuals
should work in what places and at what trades they chose,
that business should determine for itself what branches
of production to develop, that the control of quality and
workmanship should be left to the consumer and his power

1], M. Clark: Social Contrel of Business, Chap, II.
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of choice. Butreven such a real mmdividualist as Adam
Smith did not claim perfeétion for the system of free enter-
prises, for he justified some sorts of control on the grounds
that national defense is more .important than national
wuealth, : : ,

Present-day industry is essentially a matter of public
contern and the stake which the public has in its processes
is not adequately protected by the safeguards which indi-
vidualism affords. The community has ample grounds to
devise effective methods to protect or promote its interests,
and control must be exercised by modiiying the arrange-
ments which make up our scheme of economic life in such
a way as better to satisfy our needs. Control of particular
fields of economic life, however, requires a knowledge of
particular institutions. 1f we want to deal intelligently
with the problem of inflation, we must understand the
financial organization of society. For this purpose the
economist’s business is to analyze the workings of existing
institutions. We can_accept as scientific only those theo-
rists who make the cumulative changes of institutions their
chief concern.

Thirdly, economic theory should unify the whole eco-
nomic order, and only institutional economics can meet this
test, In describing economic organization in general terms
it makes clear the kind of institutiona] world within which
each particular factor, such as banking, the money market
and the corporation, has its existence. It shows the nature
of each by pointing out the parts they play in the larger
whole. For many years there has been a notable difference
between the way in which economists have handled economic
theory on the one hand and the way in which they have
handled such problems as insurance, tariff, public finance,
trusts, and labor on the other. The monographs have made
little use of the theoretical treatises, and the treatises have
drawn upon the monographs only for illustration. If we
make economics an account of the cumulative changes is
economic behavior, all studies of special institutions be-
come organic parts of a single whole.
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Lastly, institutional economics is concerned with mat-
ters of process. It is a dynamic concept, considering
economic phenomena in the process of change. It deals
with the evolutionary process as well as with wave-like
finctuations. The former term applies to those changes
which, in the absence of great disturbing causes, develop
in a certain definite direction without being subject to
repetition, such as the growth of population, The latter
refers to variations which are changing their directions in
the course of time and are subject to repetition, such
as the fluctuations of price levels,

In studying the processes of change, institutional eco-
nomics takes into consideration both qualitative and quan-
titative variations, In certain cases, such as economic
organization, the technique of production, and the effect
on demand of changes in fashion, qualitative changes are
not less important than quantitative variations for the
seemingly eternal features of the social structure are gone
in a few generations, For instance, land is now free to
all, now parcelled out with well-nigh absolute right of
individual possession. In other cases, such as prices, rates
of interest and the distribution of income, gquantitative
variations are of fundamental importance and their study
is promoted by the extension and improvement of statis-
tical compilations,

One must not forget in the study of economics that the
phenomena with which it deals are pervaded by the spirit
of life, moving forward and backward, pregressing or decay-
ing, under those influences which control the rise and fall
of social institutions. The price structure, the wage sys-
tem, and like institutions, refuse to retain a definite content.
Not only are things happening to them, but things are going
on within them. An evolutionary economics must con-
tain a theory of a process of cultural growth as this process
is determined by the economic interest, z theory of the
cumulative sequence of economic institutions 'stated fn
terms of the process itself. The science is biological rather
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than mechanical. In a word, we are in the incipient stage
of a reconstructed iustitutional cconomics, responsive to
the method of science grounded in a modern psychology of
human behavior, and unified by the principle_of intelligent
control of economic life through additional knowledge of
economic experience.

II. The Institutional Approach of Richard Jones.

It is very interesting to notice that there are but few
recent developments in economic doctrine for which we can-
not find a forerunner in an earlier period,

“British economists during the twenties and thir-
ties of the Nineteenth Century,” Professor Selig-
man remarks, “far from presenting the dull level
of uniformity and agreement which is really asso-
ciated with the name Classical Scheol, abound in
writers, many of them of considerable ability, who
did not scruple to attack the premises as well as
many of the conclusions of the dominant sect, and
who struck out for themselves new paths which
have had to be re-discovered by modern thinkers.”?

This statement is true even of a single writer like Richard
Jones, the man who should be regarded as the first impor-
tant writer to attack the doctrines of the Ricardian School,
and who also should be considered as the founder of modern
institutional economics. His theory of the distribution
of wealth is wholly based upon his concept of existing
customs. In his opinion, it would be a great misconception
of the actual course of human affairs to suppose that com-
petition exercises unlimited sway over distribution, When
the division of the national produce is a matter of fixed
usage, political economy has no definite law of distribution
to investigate. It has only to consider the different insti-
tutions of various nations. In discussing the theory of

2 Seligman: “On Some Neglected British Economists,” Ecemomic
fournal, 1903.
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rent, for example, Jones presented many different economic
organizations in various nations. He always traced the
development of the social and national character back to
economic habits and traditions.

“We may be prepared,” he says, “therefore, to see
without surprise the different systems of rents
which in this state of things have arisen out of
the peculiar circumstances of different people,
forming the main ties which hold society together,
determining the nature of the community and the
governed, and stamping on a very large portion of
the population of the whole globe their most strik-
ing features, social, political and moral.”?

In his discussion of almost every economic problem,
terms such as “economic habits,” “economic custom,” and
“economic tradition” appear frequently. His article on
the system of the balance of trade is regarded as an original
contribution to the study of early English economic insti-
tutions. The immobility of labor and the accumulation of
capital are also treated from the standpoint of economic
institutions.

Jones’ inductive philosophy is to “lock and see.” He
believed that the economic principles which determine
the position and progress of man and govern his economic
conduct under various circumstances can be learned only
by an appeal tc experience. He also pointed out the rela-
tivity of economic forces and offered a realistic study of
economic phenomena, He suggested a physical, social
and political interpretation of economic motives. He as-
serted that those scholars must be shallow reasoners who
by mere effect of consciousness, by consulting their own
views, feelings and motives, and the narrow sphere of
their personal observations, and reasoning a priori, think
that from them they will be able to anticipate the con-
duct, progress and fortunes of large bodies of men, differing

1Richard Jones: Distribution of Wealth, 1831, p. 4.
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from themselves in moral or physical temperament, and
influenced by differences, varying in extent and variously
combined, in climate, soil, religion, education and govern-
ment. !

Jones' method of induction Ied him to compare condi-
tions in developed and undeveloped countries. From labor
conditions, rent payments, capital accumulation,- to the
wealth of a nation at large, he emphasized throughout all
his works the method of comparison. In discussing the
productive power of the people and the imequality of dis-
tribution of income, he always took into consideration the
social and national character of different countries. He
insisted that “if we want to understand the subject of wages
or rent, for instance, and take the trouble to observe how
the various nations of the earth employ and pay their labor-
ers or distribute to the landowners their share of the pro-
-duce of the soil, we shall gain much information in our
‘progress.” Such comparison of the economic factors operat-
ing in different countries might yield inductive principles
and so make it possible for backward nations to be brought
into better alignment with modern economic progress.

Jjones did not make eny distinction between economic
principles and economic problems. He said that theory
and practice are often presented as opposed one to the other,
but, strictly speaking, theory is the result of an examina-
tion into facts, and is never opposed to facts, Since he put
great emphasis upon experience and observation, he was
naturally inclined to minimize the importance of the de-
ductive method.

The different opinions of the champions of the inductive
and deductive methods are, however, due to the fact that
there are minds that tend to deductive reasoning, to sys-
tematic exposition, to generalizing and dogmatizing; while
there are other minds of a more historical bent, that turn

1 Disiribution of Wealth, Preface; Literary Remains, edited by Whe-
well, 1859, p. 188,
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to induction, to historical and statistical investigation '
The iatter lean to special study, even to microscopic study;
the former lean to systematic arrangement. Each tendency
has its strength and its weakness, its merits and its de-
fects. Which method is to be used depends on the nature
of the particular problems and on the turn of mind and very
probably on the accidents of training and education, of
the individual investigator. The principle of proportion in
the employment of the factors of production in industry
may be eqnally well employed in dealing with scientific
methods. As the producer of wealth will push his invest-
ment in the different agents of production up to a certain
point, which has been called the margin of profitableness,
s0, in the manufactwre of economic wisdom, each of us
should expend his little fund of energy, partly on the fixed
capital of the deductive organon and partly on the mate-
rials of historial experience. The margin of profitableness
in the inteliectual as in the external world will differ with
the personality of individuals.?

The use of the inductive method tends to broaden our
views of the relations of society. It carefully observes
the limits of time and place, and abstains from asserting
its principles to be either universal or perpetual. It em-
phasizes the importance of history for the purpose of dis-
covering what blunders men and nations have made in
their economic experience and how these blunders may be
avoided in the future. The inductive method is also com-
parative; that is, it compares the economic institutions
which perform the same function in different nations. The
method is, finally, statistical; that is, it collects statistical
data as a basis for its knowledge, in order to measure
economic forces and gange the results of economic action. *

! Wagner: “On the Present State of Political Ecocomy,” Ousarierly
Journal of Ecomomics, Vol. I, 1886,

% Edgeworth: *“The Scope and Method of Political Economy,”
Inaugural Lecture delivered in 1891 at the University of Oxford

3R M. Smith: "Methods of Investigation™ Sciewce Ecomomic Dis-
russion, 1886, The Science Commpany, New York
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The attitude of Jones towards these problems is exem-
plified by his views on history and statistics, which were,
he held, the two sources of knowledge available in economic
investigation. In observing the long train of events re-
corded by history, we detect the immediate and remote
effects of the economic institutions we are analyzing. The
historical documents, both of our own and foreiga countries,
contain large and unknown stores of economic instruction.

“It must be admitted” Jones remarks, “that polit-
ical economy must found all maxims which pretend
to be universal on a comprehensive and laborious
appeal to experience; — it must be remembered
steadily that the mixed causes which concur in
producing the various phenomena with which the
sabject is conversant, can only be separated, exam-
ined, and thoroughly understood by repeated obser-
vation of events as they occur, or have occurred,
in the history of pations.”!

“The wide range of history teems everywhere
with facts, which may, with care, be made to en-
lighten or correct us in our pursuits. The past
and the present, then, concur in offering to us an
abundant harvest of materials for the construction
of a system of economic truths, whick shall be
securely founded in the actual experience of man-
kind. If we observe these materials thoroughly,
and infer from them with modesty and caution, it
would be mere intellectual cowardice to despair of
gaining sound knowledge in all the departments
of political economy. The past is our own to be
schooled by the present to act in; and economic
researches which explain the story of the past,
and make visible the actual condition of our own
and other nations, are full of the instruction which
it is most our business to prize and use.”?

iRichard Jones: Digiribution of Wealth, 2nd edition. Prefoce,
p 19,
3 Literary Kenains, p. 559.
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Edgeworth insisted that Jones was a philosophical his-
torian, not a mere chronicler.!?

Recourse to history places before us the faithful picture
of time past, not by simply putting together a skeleton of
facts, but by following the living program of events and
the organic development of inmstitutions. The historical
point of view consists in rightly discussing what belongs
to each epoch. It does not consist in the worship of the
past, any more than in the depreciation of the present. On
the contrary, the historical method harmonizes well with
the wants of economic progress. Nationality, time and
place play an important part in historical method.

Jones was, indeed, the first to use the term “economic
anatomy” which was later employed by Roscher, the leader
of the German historical school,

“An accurate knowledge of the economic struc-
ture of natioms can only give us the key to the
past fortunes of the different people of the earth,
by displaying their economic anatomy, and show-
ing thus, the most deeply seated sources of their
strength, the elements of their institutions, and
causes of their habits and character.”?

Jones made this statement in 1833, and two decades later
Roscher adopted the same idea in almost the same words.
Roscher said:

“Qur aim is simply to describe man's economic
nature and economic wants, to investigate the laws
and the character of the institutions which are
adopted to the satisfaction of these wants, and the
greater or less amount of success by which they
have been attended. Owur task is, therefore, so to
speak, the anatomy and physiology of social or
national economy.”?

i Diclonary of Political Economy, edited by Palgrave and Higgs,
Vol 11, p. 451,

2 Literary Remains, p. 560.

$ Roscher: Principles of Political Economy, Val. I, p. 111,
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Between Jones' Political Economy of Nations and List’s
National Systems of Political Economy there is close resem-
blance. In his Lectures Jones made an introductory remark:

“I shall attempt to trace from history ang obser-
vation, in what manner and by what agencies dif-
ferent populations now produce and deal with,
or in other days have produced and dealt with,
their respective amounts of national wealth, I
believe that we shall find sach a survey the safest
method of deciding on what causes have deter-
mined the relative wealth of different communities
in past times, or determine it in our own.”!

Jones also emphasizes the human factor in dealing with
the problem of national wealth, which he believes depends
uvpon human skillfulness and not material riches, And
the same expression was echoed in Germany a few years
later by F. List, who made a bold attack on the Classical
"School.
“That book of actual life I have earnestly and

diligently studied, and compared with the results

of my previous studies, experience and reflections.

And the resuits have been the founding of a sys-

tem which, however defective it may as yet appear,

is not founded on bottomless cosmopolitanism,

but on the nature of things, on the lessons of his-

tory, and on the requirements of the nations.”?

From these two instances we are in 2 position to say
that the German historical school adopted the same method
of scientific research as Jones pursued.

The principle that economic doctrines, true for any given
epoch, are relative to the particular circumstances of that
epoch and cannot be regarded as permanent or true for
all time, is an essential element in the teaching of the
historical school as well as in modern institutional econom-

1 Literary Remains, p, 340,
3 List: Thes National Systews of Political Economy. Preface.
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ics. Economic doctrine concerning the actual world we live
in is built up as a branch of empirical krowledge; it has
no universality.? Qur positive knowledge of economic con-
ditions and changes is merely empirical and we may be rais-
led if we constantly formulate the results as laws which
hold generally.

Jomes put much emphasis upon the elements of time and
place, as well as stressing analytical investigation and prac-
tical application, _

“A teacher of political economy has first to
examine the phenomena presented by the condi-
tions of different nations, that he may ground his
principles securely. This is the analytical or inves-
tigating portion of his labor. Then he must be
prepared to show how these principles may be
used to account for the exact condition of any
particular class in any given nation. This is part
of the pratical application of his subject to human
affairs. If he neglects either branch of his labor,
hie performs his office imperfectly.”?

On these grounds Jones insisted on the limited applicability
of the Ricardian theory of rent as regards both place and
time. A theory based on the assumption of individual
ownership and freedom of competition could not, he point-
ed out, be applied to Oriental states of society in which
joint ownership is the rule and rents are regulated by
custom, nor even to those instances in which land iz held
on a customary tenure, as in the métayer system. Similarly,
as regards limitations of time, he showed that the Ricar-
dian law of rent could not hold good in 2 condition of
affairs such as existed in medieval economy, when land
was to a great extent held in common and the relations
between the owners and the tillers of the soil were not’
controlled by free competition.

¥ Cunningham: “The Relativity of Economic Doctrine” Ecomomic
Journal, March, 1852,
t Literory Remgins, p. 574,
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“We must get compreheasive views of facts, that
we may arrive at principles which are truly com-
prehensive,” said Jones. “If we take a different
method, if we snatch at general princip;es, and
content ourselves with confined observations, two
things will happen to us: first, what we call general
principles will often be found to have no general-
ity; we shall set out with declaring propositions
to be universally true which at every step of our
further progress we shall be obliged to confess
are frequently false; and, secondly, we shall miss
a great mass of useful knowledge.”!

The sphere of economics has changed and is changing
as history is made, and since the motive forces acting upon
human nature are not merely mechanical powers, they too
have assumed different modifications at different times.
It is doubtless true that our older economists often had
‘an insuflicient appreciation of the historical variations in
economic conditions, and in particular did not adequately
recognize the great extent to which competition was limited
or repressed by law or custom in states of society econom-
ically less advanced than industrialized nations. We should
fully recognize that the elaborate and careful study of
economic facts in all departments, which the historical
school has encouraged and carried out, is an indispensable
aid to the development of general ecopomic theory.?
The followers of the historical method will not, however,
be quick tc cast all responsibility upon any economic insti-

1 Litergry Remagitis, p. 569.

® Sidgwick: An Address delivered in 1885,

In the Science Economic Discussion, 1886, Professor Seligman
submitted a paper on the Continuity of Economic Thought, in which
considering, first, the relativity of economic doctrines, second, the
continuity of political economy, he reached two conclusions, Under
the first conception he dencunces the absolutism of the Classical Schosl
and under the second he depicts the historical or evolutionary approach
of economic science.
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tution, as they recognize that there have been few institu-
tions that have been wholesome or harmful for all peoples
or in all stages of civilization.

But inferences based on historical research, as dis-
tinguished from observation of the present order of events,
labor under special disadvantages. Often there is more or
less uncertainty concerning the facts themselves. On this
point Jones himself frankly admitted that history has
suffered to drop from her pages, perhaps has never record-
ed there, much of the information which would now be most
precious to us.' An imperfect, incomplete record may be
even worse than no information at all, so far as affording
a basis for theoretical conclusions is concerned. We see
the past, as it were, through a mist, and we cannot cross-
examine its facts as we often can the facts of the present
time.® These are the defects of the historical method in
the marrow sense. _

Statistics has been mentioned as the second source of
knowledge, Jones not only was an advocate of the statis-
tical method, but he suggested in 1833 that a statistical
society be organized

“Statistics, unlike history, presents all the facts
essential to our reasonings in inexhaustible detail
and abundance, but leaves us to speculate upon
causes, and to guess at effects as we can. It is

not pleasant to reflect how little has been done in

England to systematize statistical inquiries, or to

preserve and spread the information which statis-

tics can give us. In this respect, as in many others,

the cultivators of physical science have set a bril-

liant and useful example. There is hardly a de-

partment in their province which has not the
advantage of being pursued by societies of men
animated by a common object and collecting and

1 Literary Remains, p. 570,
2J. N. Keynes: Scope and Method of Political Economy, p. 326.
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recording facts under the guidance of philosophical

views. We may hope surely that mankind end

their concerns will soon attract interest enough

to receive similar attention; and that a gtatistical

society will be added to the number of those which

are advancing the scientific knowledge of Eng-

land.”!

We find in the Jubilee volume, 1885 of the Statistical
Society of London the f{ollowing interesting state-
ment which reveals Jones as a member of the permanent
Committee of the Statistical Section of the British Asso-
ciation for the Advancement of Sciences:

“In 1832 a Statistical section was added to the
British Asscciation for the Advancement of
Sciences. In the following year this Association
then in its the third year of its existence, met at
Cambridge and appointed a permanent committee
of the section to regulate its affairs, The chair-
man of this committee of the section was Mr.
Babbage, the secretary Mr. D. W. Bethune, and
among the members were Hallan, the historian,
Professors Malthus, Simpson and the Rev. Richard
Jones, all distinguished economists, the late Sir
John Lubbock and M. Inctelet.” (Jubilee Volume
of the Statistical Society of London, 1885, p. 15).

He further observed that if a spirit of statistical inquiry
were fully spread over the world, if the same phenomena
were noted simultaneously in all the more civilized coun-
tries, with a common perception of their bearing on polit-
ical questions, no very long period would elapse before
such observations couid afford the grounds for safe and
useful conclusions.? By means of this statistical method,
then, the historical study of economic institutions and the
comparative investigation of the different economic struc-

1 Literary Remains, p, 571.
t Litergry Remains, p. 181,
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tares of pations will become easy and more useful. The
formal incorporation of economic science and statistics has
great advantages, It tends to correct the errors to which
economists and statisticians are especially prone.! Ii the
latter have been apt to think only of facts, it has been the
besetting sin of the former to neglect facts altogether;
if statisticians have often been content to collect phenom-
ena without heed to their laws, economists more often
still have jumped to the laws without heed to the phenom-
ena; if statisticians have confined themselves chiefly to
the region of dry figures and numerical tables, economists
have dweit chiefly in regions of assumptions, conjecture
and provincial generalizations,

It is interesting to note that economists express today
the same opinion of the importance of atatistics as Jones
did a century ago. Since the days of Jevons it has been
more clearly seen that the deductive science of economics
must be verified and rendered useful by the purely empirical
science of statistics.? Political economy, being concerned
pre-eminently with quoantities, and with groups as dis-
tinguished from individuals, has a special tendency to be-
come on its inductive side statistical, just as on its deduc-
tive side it tends to become mathematical. * Statistics is
of paramount importance in the descriptive function of
economic inquiries, For example, statistics of production,
wages and prices are essential elements in any complete
description of the social condition of a community. The
functions of statistics in economic theory are, first, to sug-
gest empirical laws which may not be capable of subse-
quent deductive explanation; and second, to supplement
deductive reasoning by checking its results, and submit-
ting them to the test of experience.

?Leslie: “Economic Science and Statistics,” The Athenaeum, 1873.
2 Jevons: Theory of Pelitical Economy, Introducticn, p, 22.
1]. N. Keynes: Scope and Method of Political Econosmy, p. 341,
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Furthermore, statistics plays a still more important part
in the applications of economic science to the elucidation
and interpretation of particular concrete phenomena, Jones
had some insight into this idea, when he predicted the
recent development of quantitative and statistical econom-
ics. He suggested, for instance, that the population prob-
lem be studied by means of statistical inquiries.

In statistics, the method of classification plays an impot-
tant role. Classification is a contrivance for the best pos-
sible ordering of ideas of objects in our minds, for causing
the ideas to accompany or succeed one another in such a
way as shall give us the greatest command over the knowl-
edge already acquired, and lead most directly to the acqui-
sition of more knowledge.! We can classify things cor-
réctly only in so far as we can see them in their true rela-
tions, and to see them in their true relations is nothing

. less than to know their true nature. The value of classifi-
cation is co-extensive with the value of science and general
reasoning. Science can extend only so far as the power
of accurate classification extends.?

Jones’ economic doctrines are based upon his threefold
classification. He always employed this method of approach
in his study on the theory of rent, the principles of wages,
the function of capital, and in his discussion of current
problems, such as the commutation of the tithes.®

Jones was, no doubt, one of the most important writers
who studied economic imstitutions. His concept of
human nature was based upon habit and culture. He studied
kuman behavior as a phenomenon of the mass, and his at-
tention was focussed upon the role played in human be-

iJ, 8. Mill: DLogic, Vol. II, p. 258
3 Jevons: Principles of Science, Vol. 11, p. 345,
k For details, see Appendix A,
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havior by institutional factors. He knew something of
economic history and contemporary conditions outside of
England, and always kept in view the elements of time
and place in discussing economic problems. He was not
searching for levels of equilibrium, but was interested in
the cumulative changes of economic institutions. He en-
couraged the use of the statistical method for the advance-
ment of knowledge and information. Above zll, he took
a2 broader view of economics in its relationship to other
sciences than was common in his time,



CHAPTER I,

LirE A¥p GENERAL BACKGROUND

I, Social Background — Contemporary Thought.

I we are to appreciate the docirines of an individual
writer we must not lose sight of the social conditions of his
times. Jones’ economic theory may, perhaps, seem com-
monplace today, but, at the time when he wrote, it was
unusual to find such ideas as he expressed. The class which
was rising to power in the two generations following
Ricardo’s death accepted his (Ricardeo’s) political economy
as established truth, a safe guide to public policy. Never,
in fact, has Classical political economy enjoyed such pop-
ular favor and intellectual prestige; never has it exercised
_ such practical authority as in the two decades that followed
Ricardo.? Miss Martineau's fllustration of Political Economy
popularized in a fresh form the Ricardian doctrines, With-
in a few years the circulation of her book reached tem
thousand copies, Cabinet ministers, newspaper editors and
politicians appear to have vied for the privilege of haviag
their proposals supported by her stories. When the politi-
cal Economy Club was organized, the principles of political
economy were assumed to be already discovered; the
members bound themselves tc encourage their diffusion;
and their duty was to watch carefully that no doctrines
hostile to Ricardo’s views were propagated.® The period
from 1821 to 1845 may be described as the age of prin-
ciples or dogma. For example, as soon as Jones published
his book on reat, McCulloch, the most faithful disciple
of Ricardo, wrote a severe criticism of it in the Edinburgh

1 Mitchell, The Prospect of Economics, in The Trend of Economics,
edited by Tugwell, p. 11,

2 Ashley: Address to tie British Associgtion, Economic Section,
Leicester, 1807.

32
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Review,! denouncing Jones as a heretic. The members of
the Political Economy Club were missionaries, trying to
timit the influence of hurtful publications,® and the
influence of the Ricardian School was dominant. That
political economy was considered an established science
is evident from the following statement made by Torrens
in 1831:

“In the progress of the human mind, a period of
controversy amongst the cultivators of any branch
of science must necessarily precede the period of
unanimity, With respect to political economy, the
period of controversy is passing away, and that
of unanimity rapidly approaching. Twenty years
hence there will scarcely exist a doubt respecting
any of its fundamental principles.®

DeQuincey admired Ricarde as a great revealer of
truth. James Mill exhibited the system of Ricardo with
thorough-going rigor. J. K. McCulloch crificized current
economic legislation in the Edinbwrgh Review from the
point of view of the Ricardian doctrine.

A sort of Ricardien wmyth existed in economic circles
for some time. It cannot be doubted that the exaggerated
estimate of his meriis arose in part from a sense of the
support his system gave to the manufacturers and other
capitalists in their growing antagonism to the old aris-
tocracy of landowners.' The age was one of revolution in
industrial affairs; the population increased, manufactures

1 This will be discussed further in Chapter VIIL

2 Although the subject of conversation at each meeting of the
political Economy Club was to cover a doubt or question on some
topic of political economy as revealed in the records of that club, yet
there was the over-shadowing influence of three doctrines affecting
almost all questions: those of Ricardo as to walue and labor, and as to
rent, and that of Malthns as to population.

Y Torrens: Essays on the Production of Wesith, p. 13.

1Ingram: A Hisiory of Political Economy, p. 133
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developed and prosperity in agriculture was maintained
through the operation of the Corn Laws. Such was the
condition of the English industrial world when Ricardo
published his Principles of Political Economy and Taxation
in 1817. He appeared to arrange the seemir?g anarchy of
affairs in intelligible order by means of so precise a theory
of the action of free competition that the success of the
book was immediate and complete.

Ricardo regarded man as a constant quantity and sup-
posed that the world was made up of men who were influ-
enced by environment only. All city dwellers hoped to
obtain the cheap food and high profits which the Ricardian
system promised, while the business men of England were
already inclined to think that the influence of custom and
sentiment in business affairs was harmful and were hence
prepared to welcome a theory of free enterprise.

The growth of philosophical radicalism also influenced

- the tone of the rising school of English economists at the
beginning of the nineteenth century. The philosophical
radicals held that the whole theory of political government
could be deduced from a few simple axioms of human na-
tare. According to Bentham, the leader of the group, the
problem of what ought to be is very easy to propound, but
the account of what is, is hard to deal with. Thus many
economists followed Bentham in discussing what ought to
be rather than what is. The account of what is, is obser-
vation; the problem of what ought to be is speculation,
and speculation leads to abstract study.

The Utilitarian philosophy re-enforced the dominant power
of the Classical School of political economy. Both com-
bined to stress the deliberate calculation of means to an
end in human nature, as opposed to action from habit or
instinct, to give a new lease of life to individualism, and
to regard the individual judgment on matters of an econom-
ic character as the best. They had three preconceptions;
the physical world is constant (as in the case of the law
of diminishing returns) ; social organization is stable, with-
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out much change in the future; and human nature is a
calculating machine. These three ideas permeated the cur-
rent thought thoroughly. Orthodox political economy re-
mained in 1848 substantially what Ricardo had made in
1817,

Into such a philosophical milien came Richard Jones,
who had been cuitivating an unorthodox type of econom-
ics, a type of theory that deals with a range of problems
undreamt of in the philosophy of free competition. He
was interested in the cummlative changes of institutions
rather than in abstract theory. In the midst of the growing
success of the Ricardian group, he protested that its con-
clusions, especially those concerning rent, applied only -
to a very recent period and a very small area. * He urged
with great seriousness the need for historical investigation,
but his plea fell on deaf ¢ars because the world was not
ready to receive his doctrines. In order to understand him
thoreaghly we must first trace his intellectual background
and the development of his economic theories.

II. Personal Background ond Friendships.

Richard Jones, the son of a solicitor at Tunbridge Wells,
was born in 1790. His early life has not been adequately
treated in any biographical records,? and we do not know

1 Dickionary of Political Economy, Vol. 11, p. 310,

2  Some of the biographical records may be mentioned as follows:
Men of the Reigh, by T. H. Ward,

Gentiemen’s Magasine, March, 1855, p. 360.

Anngal Register, vol, 97, 1855, p., 247.

Encyciopedio Britannica, vol, 15, p. 500, 13th edition.
Dictionary of Neational Biography, vol, 30, p. 157,

W. Whewell, edited by Todhunter,

Dictionary of Pelitical Economy, edited by Palgrave and Hzggs.
Peasont Rent, Prefoce, edited by Ashley.

Literary Remains, Preface, edited by Whewell.

Memorials of old Haileybury College.

Political Economy Club, 1821-1920, edited by Higps, London,
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much about his early education. He began his college life
at Caius, Cambridge, in October, 1812, and had originally
been intended for the law because of his mental acuteness
and his natural elogquence.’? But his healthewas unequal
te such that career and the change of plans which resulted
in his entering the University of Cambridge as a student of
literature . and philosophy made him acquainted with
many of the friends whom he most valued, and who con-
tinued on the most intimate terms with him during the
whole of his life.

In tracing the intellectual background of Jones’ inductive
approach to economic problems, we find it was developed
at the time of his Cambridge undergraduateship and nour-
ished by the sympathy of some of his college companions.
Jones himself was always prompt in maintaining that all
the best part of his mental habits had been acquired at
. college.? He possessed good humor and good spirits, and
he naturally became a favorite with many circles in the
university, especially the most intellectual.® When he
entered the Caius College, there was at Trinity College an
analytical society organized by J. Herschel, G. Peacock and
C. Babbage. They had begun to hold “Sunday Morning
Philosophical Breakfasts” in the year 1812, and Jones at-
tended them. These university companionships influenced
his mental development.

His most intimate friend was Dr. W. Whewell, who
lated edited -Jones' Literary Remains. Both were interested
in the inductive method. Jones tock his B.A. in 1816 and

1 The impression of a “full man™ which Jones” writings conveys is
confirmed by the gemial picture of his personality which Miss Edge-
worth gave in the memoirs (vol. 3, p. §3): “Such crowds of ideas
as he poured forth, uttering them so rapidly as to keep one quite on
the stretch not to miss any of the good things.”

3 Literary Remaing, Preface, p. 20.

3 Such as the one composed of Herschel, E, Jacob, Alexander Darblay,
Dr. Peacock, Mr. Babbage, Sir Edward Ryan, Jobn Musgrave and T,
Greenwood.
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left the university to take holy orders and practice the
ministry at varicus places in Sussex, a part of England
for which he had a truly filial fondness.

Just as his inteliectual background, especially the inductive
method of thinking, was nourished by his college life, his
economic theory had its foundation in the experience of
those days when he resided in the rural district of Sussex.
Just as social intercourse and intellectual friends helped
him to his way of thinking, the natural scenery and syl-
van beauty of Sussex must be counted as a kind of inspir-
ation to him to become a keen observer of physical and
social phenomena. Jones always maintained that the love
of natural scemery lasts undiminished, and is superior to
most other pleasnres, hence he had decided to live im
Sussex, which was notable for the variety of its interests.?
The breezy South Downs, the bold Hill of Chanctonbury,
the wide extending weald, the ruined castles and monas-
teries, ¢cloguent of bygone ages, and the mighty waters of
the ocean forever washing its shores all combine to make
Sussex a land of enchantment for those who have the salt
of the sea in their blood, who delight in the beauty of
hill and woodland or who care to muse upon the intricate
movements of those forces. Jones was engaged in minis-
terial duties in various rural parishes of Sussex. He was,
beginning in 1822, for a course of years curate at Brasted,
and among his parishioners Jones was regarded with great
affection for his kindness to his flock. He married Char-
iotte Attree at Brighton in 1823,

He was alsc well known to his country neighbors as
a most sagacious agriculturist and took great interest in
agricultural problems. In Sussex the South Down breed
of sheep has attained great fame, and the knowledge he had
was by no means without its bearing upon his speculations
in political economy. He meditated for many years on the
subject and was led to large and novel views which he

1 Bygone Sussex, p. O
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hoped to develop and explain in the subsequent years of
his life. In the vigor of his intellect and with his mind
not yet drawn aside by the excitement of public life, he
brought into shape his economic doctrines when he was at
Brasted from 1822 onward. During the wtiting of his
book on rent he was always encouraged by his intimate
friend Whewell, who made many suggestions which guided
him in his work, and who also helped him by securing
assistance from the University Press toward the expenses
of publication.

II1. His Theoretical and Practical Activities.

The immediate success of the publication of his book
on “Rent” in 1831 resulted in his being appointed professor
of political economy at the then newly established King's
College, London, in 1833. He delivered on the twenty-
seventh of February, 1833, his introdactory lecture in that
.institution. Malilet has given us a vivid picture of Jones’
entry into professional life:

“The Rev. R. Jones, professor of political economy
at King's College, gave his introductory lecture
six weeks ago; about three hundred persons were
present, and it was spoken of in the highest terms.
He was requested to print it, with which request
he injudiciously complied, for the lecture does not
read so well as when delivered. The next lecture
about sixty persons attended, of whom three or
four only paid for a course, It was then deter-
mined that no persons should be admitted without
subscribing; and the consequence was that last
‘Wednesday, when the third lecture was to be de-
livered, Mr. Jones was alone in the room with
another professor, and no lecture tock place”?

The reason for this lack of popularity, however, will be
found in the fact that in King’s College political economy

L Political Economy Club, edited by Higes, p. 249.
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was by no means a favored subject. The predecessor of
Jones was Nassau Senior, who had been obliged to resign
his chair of political economy because of his publication of
a pamphlet recommending a reform of the Irish Church
and a new appropriation of Irish tithes, When Jones was
appointed to succeed Senior, the authorities of King’s Col-
lege wanted the word “political economy” dropped
and “political philosophy” substituted, but Jones insisted
that if the latter title were adopted he would feel himseli
at liberty to treat of political institutions, which so alarmed
the conservatives, after their experience with Senior, that
they gave way to him.

In 1835 he succeeded Malthus as professor of political
economy and history at East India College at Haileybury.
His appointment to that position was made by Lord Lans-
downe through the recommendation of Miss Maria Edge-
worth.? The atmosphere was entirely different in the
East India College from that of King’s. Jones was admired
and respected by all his students, was generally regarded
by them as the cleverest of all the professors and was,
perhaps, the most popular.?

From the first moment he opened his mouth in the
lecture room all the students knew that he would exact
the most complete silence and attention, and would be in-
tolerant of the slightest interruption. And, indeed, to do

1 Miss Edgeworth mentioned this fact in her letter to P. Edgeworth
in 1835, in which she said: “You have seen in the papers the death
of our admirable friend Mr, Maithus. How well he loved you! His
lectureship on political economy has been filled by a very able and
deserving friend of mine, Mr. Jones, whose book on Rent you have
just been reading, and whose book and self I had the pleasure of
first introducing to Lord Lansdowne, under whose administration this
appointment was made. (The Life and Letiers of Maria Edgeworih,
edited by A. J. C. Hare, vol. 11, p. 616).

3 He never asked questions, nor did he sxpect the students to make
preparations beforehand. His only way of testing the progress of the
students wat by examining their note books once a month.
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him full justice, it must be admitted that he was one of
those perscons who delivers his lectures so well that it is
difficult not to listen to every word he utters. His old
pupil, J. W. Sherer, painted a lively description of him as
follows: ®

“Who can forget the wonderful struggling out of
the gown and out of the great coat, and then into
the gown again, and the rolling and roaring, and
the coughing and the choking and all the other
marvellous accompaniments which, grievous as
they were, could not conceal the clear apprehen-
sion, the lucid and unencumbered arrangements
of the subject, and the sterling sense and mas-
culine judgment, which made the lectures so high-
ly valuable and instructive Those on political
€conomy, however, were infinitely superior to the
others in “history”; the latter, indeed, were not
deficient in vivid sketches of character and able
general remarks, but they were quite wanting in
detail and compieteness, and one may safely say
that if a student had derived his only knowledge
of Indian history from Jones' lectures, he might
have passed a good examination, and yet have
known exceedingly little about the subject.”?

Jones was not only an effective and attractive lecturer,
but also was one of the well-known talkers of the day,
especially as an after-dinner speaker. He would often
sit perfectly silent and apparently in a state of great mental
depression during the whole of dinner, but by slow degrees
his imagination would be stirred into activity by more than
one glass of the best wine which the college cellar could
produce, Unhappily for his brother professors his con-
versation — however clever and amusing — was interlarded
with stories and anecdotes which, quite unconsciously, he
repeated over and over again. The stories ail hung to-

1 Memorials of Old Hailevbury College, p. 173,
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gether, as it were, in strings, and his brother professors
were so familiar with the sequence of each series, that
when one story ended they all knew what would come next,
and had to resign themselves to the inevitable with a com-
posure and an exchange of smiles which, no doubt, Jones
mistook for interested appreciation. Jones' clothes and
waistcoat were generally well splashed with gravy spots
aiter dinner; he was remarked by people to “carry his last
week’s bill of fare on his waistcoat.”

The vivid personality of Jones would be incompletely
portrayed without some sidelights depicting his activities
as a preacher. In this role he was certzinly peculiar and
guite unique. His sermouns never lasted more than fifteen
minutes. The following lively description of him, con-
tributed by Sherer, touches on this point:

“The pulpit in the Chapel at Haileybury was in
front of the altar, and stood facing the congrega-
tion, with its back te the communion rail. It had
to be ascended with some agility, from behind, and
the appearing of the minister was rather like that
of the figure of those toy-boxes, whose lid you
open and whose inmate starts at once into con-
siderable stature. Oh! who can depict the appear-
ing of Jones! First, an amazing rumbling of stools
over which he invariably fell; then a2 panting for
breath, a groaning and a muttering; and lastly,
with a start, the elevation, in the sight of all men,
of a huge torso, surmounted by a colossal red face,
incarnadined beyond its wont by recent exertion,
and this, again, wreathed with a little brown wig,
somewhat disarranged by the troubles of the ascent,
The temper, too, was a lit{le exasperated by the
inconvenience of the rostrum; and when, after a
good deal of rocking and diving after spectacles,
which would fall off the cushion, we were bid to
prayers, it was with a voice such as a zealous sea
captain would use in a storm to an inattentive
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sailor, Then followed a sermon, the chief pecu-
liarity in the delivery of which consisted in this,
that as soon as the preacher got hot and uncom-
fortable, the discourse was abruptly brought to
a close, without any reference to its completeness
ar otherwise.”"?

Any sketch of Jones would be lifeless and insipid, unless
it were boldly colored with port wine, but it must not
therefore be supposed that he was incapacitated by his
habits for steady application. During his tenure of the
Haileybury Professorship he was appointed Tithe Com-
missioner (in 1836). Every morning, except on his lecture
days, his carriage took him to the station of the Great
Eastern Railway at Bronbourne. Regularly at the Shore-
ditch Terminus his portly figure might be seen emerging
from the train at a particular hour to enter a cab and be
conveyed to his office, where he was very popular among

-the clerks and other officials,

Jones’ administrative ability was shown during the period
of commutation of tithes. In the carrying osut of this scheme
Jones had a large share in reconciling the clerical body
to the measure. This was no easy task, for the bill com-
muting existing tithes on certain principles of valuation
deprived the clergy of all prospective increase in the value
of their tithes arising from an increase in the produce of
the land. Jones’ influence in the matter was due to the
fact that when he was professor at King's College he was
brought into contact with the Archbishop of Canterbury
{(Howley), the Bishop of London (Blomfield) and
other dignitaries of the Church, and thus had the means
of knowing their opinions on this question. The Act of
1836 entrusted the commissioners with the administration
of a commutation, voluntary for two years and afterwards
compulsory. They proceeded immediately to their task,
and the success of the measure in practice must be regarded

1 Memorials of Old Haileybury Coilege, p. 180.
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as a notable proof of the wisdom with which it was con-
ceived, and the fairness with which it was carried into
effect. The great bulk of the commutation was effected
in a very short time. It was ascribed by eminent persons
in a great degree to Jones’ energy, promptness and clear-
ness of view. A report was annually submitted by the
Commissioners to the Home Secretary on the progress
achieved in their task. Jones, who wrote these reports at
first, made a point of confining them within the limits of
a single page. The forms and the instructions for
assistant commissioners and other subordinate officers
were drawn up mainly by him. He was chiefly concerened
in obtaining as a part of the machinery of the commuia-
tion maps of every parish, showing the parcels of land on
which tithes were apportioned, and these maps, sanctioned
by the seal of the commissioners, became legal authority
for parochial and other assessments.

In 1851 the tithe commission ceased to exist separately.
It was merged in a Copyhold Commission, of which Richard
Jones was not a member. In leaving his office, he drew
up a memorandum respecting the work connected with the
tithe commission and that still remaining to be done, which
he left for the instruction of his successors.® Jones was
then made Secretary of the Capitalar Commission, and
afterwards one of the Charity Commission for England and
Wales, His executive powers in public service were be-
yond doubt admirable and excellent,

Because he removed from speculative to practical econ-
cmy he did not publish his lectures in a lasting form.
His public service and the fascination of society absorbed

1In the annual report of 1831 Jones expressed the opinion that the
powers connected with tithes and rent-charges must continue some
time after the expiration of the present Tithe Commission; of these
powers some must be permanent, some temporary; the final consumma-
tion of the commutation must be an act declaring tithes, after a reason-
able period, to have ceased to exist, and forbidding courts of justice
to entertain claims for them,
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his time. Thus he never effected what his friends had
anticipated, and what he might have accomplished by a
greater concentration of his powers. He died in the Col-
lege at Haileybury in 1855.! Four years later his friend
Whewell collected his published and unpubBshed lectures
and occasional papers and published them in Literary
Remains.*

1On the 26th day of January, 1855, occurred the death of Prof. Jones,
He was not very ilf, and was not more than 65 years of age, but it
was generally believed that he had tried his naturally vigorous con-
stitution somewhat imprudently. . . . . Both St. John Herschel and
Dr. Whewell were present at his funeral, The mterment took place
at the village of Amwell about two miles distance from the college.”
{Memoruls of old Haileybury College, p. 125).

31 A reference to the publications of Jones may be made as follows:
An Essay on the Disiribution of Weaith, ond on the Sources of Tasa-
tion, 1831; An Introductory Lecture on Political Economy, delivered
at King's College, with » Syllabus of a Course of Lectures on the
- Wages of Labor, 1883; A few Remarks on the Proposed Commutation
of Tithes, with Ssuggestions of some Additional Facilities, 1833;
Remarks on the Monner sn Which Tithes Should be Assessed 1o the
Pgor’s Rate wunder the Existing Law, 1838; A Leiter to Sir Robert
Peel, 1840; and Text-Books of Lectures on the Political Ecomomy of
Nations, deltvered ot the Easi India College, Haileybury, 1852



CHAPTER II1

Jones’ Svstem oF Porrricar EcoNomy
1. General Characteristics of his Theoretical Approach.

TRE distinctive feature of Jones' theoretical approach to
political economy is its recognition of development
in economic life, with the consequent emphasis on the
dynamic as distinguished from the purely static element
in economic organization. Political economy is a science
of organic phenomena. Human nature and social institu-
tions are not fixed products, but are still undergoing in-
cessant modification by those modes of daily activity which
varying circumstances involve. Different communities of
different countries and the same community at different
times will exhibit a great variety of economic processes,
The economic structure of any given community, the direc-
tion taken by national energies, the occupations of differ-
ent classes, and of sexes, the constituents and the partition
of movable and immovable property, the progressive, sta-
tionary, or regressive condition in respect to productive
power, and the quantity and quality of the necessities, com-
forts and luxuries of life are the results of forces political,
moral, and inteliectual as well as industrial. The adoption
of the historical method necessarily brings economics into
a close relation to these other departments of study. Jones’
work is teeming with such ideas,

Jones, besides being an institutional economist, was in-
terested in the treatment of economic welfare. He put
less stress upon wealth and more upon welfare, By welfare
was meant not merely an abundant supply of serviceable

45
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goods, but also a satisfactory working life filled with in-
teresting activities,

“We see then that the laws which regulate the
production and distribution of wealth thus viewed,
have abundance of human interest and philosoph-
ical dignity. We view wealth no longer as a
mass of dead matter: nor do we treat its prin-
cipal divisions, rent, wages, or profits, merely as
data in arithmetical calculations; but, tracing the
shifting forms of society so far as they are in-
fluenced by changing habits of production or modes
of distribution, we survey a nation’s riches always
in close connection with the progress and fortunes
of the human race; with alterations in the political
element of nations, and in the capacities and oppor-
tunities of all orders of the people for improve-
ment independence and happiness.”!

He also maintained with Adam Smith that the degradation
and abject poverty of the lower classes can never be found
in combination with growing national wealth and political
strength. In his summary of peasant rents he declared
that the actual state of penury and misery which makes the
cultivators helpless and keeps them destitute is the great
obstacle to the commencement of national improvements,
the heavy weight which keeps stationary the wealth and
population and civilization of a very large part of the earth.

Jones set forth the doctrine of economic harmony which
was later adopted by Bastiat in France and Carey in Amer-
ica. His doctrine of economic harmony was based upon
his optimistic views concerning economic problems:

“When we have advanced so far with our exam-
imation of phenomena which regulate or follow the
distribution of the annual produce into rent, wages
and profits, we shall at least have shown that the

1 Literary Remains, p. 561,
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deep gloom which was thought to overhang much
of the subject was au illusion; that no causes of
inevitable decay haunt the fortunes of any class
during the progressive development of the resour-
ces of a country; that the interests of no portion
of society are ever permanently in epposition to
those of any other; and that there is nothing either
in the physical constitution of man or in that of
the earth which he inhabits, that need enfeeble the
hopes and exertions of those to whom the high,
and, if properly understood, cheerful and ani-
mating task is committed of laboring through wise
laws and honest governments, to secure the per-
manent harmony and common prosperity of all

=1

classes of society.

Throughout the whole analysis he emphasized three im-
portant things: firstly, he stated that agricultural improve-
ments make productive power keep pace with the
advance of civilization; secondly he claimed that there
is no conflict of economic interest between the
landlord and the capitalist, contrary to the belief held by
the Ricardian School; thirdly, he advocated a theory
of population which was more objective and scientific than
that which was held by Malthus, and his doctrine of second-
ary wants proposed to clear up the dismal atmosphere of
the Malthusian system of political economy.

Y. Jones’ Theory of Disiribution

The struggle over the corn laws made the distribution
of income the chief issne in English economic policy during
Jones’ lifetime. The practical problem was whether the
government should maintain the high incomes of the farm-
ers and landlords, or whether the import duties should be
reduced to increase the incomes of manufacturers and mer-
chants. Similarly, economists of the day made distribution

I Disiribution of Wealth, Preface, p. 35.
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the center of economic theory. The theoretical question
was : what determines the proportions in which the national
dividend is shared between landlords, capitalists, and
laborers?! -

Jones’ theory of distribution was very different from the
current doctrine of his day. He treated the problem from
an entirely new angle, His purpose in introducing the
problem of distribution was not merely to determine the
proportions in which the national dividend should be shared
between different classes of the community, but chiefly
to discover the existing differences in the productive powers
of different nations from the standpoint of the various dis-
tributive institutions,

“Production must, of course, practically precede
distribution: but, althongh some wealth must be
produced before any can be distributed, lands and
labor, adopted in the early stages of a people’s
progress, exercise an influence over the character
and habits of communities which can be traced for
ages; which in many cases is never effaced, and
this influence must be understood and allowed for,
before we can adequately explain existing differ-
ences in the productive powers and operations of
different nations.”*

While Karl Marx considered the productive processes ag
the important factor in molding society, Jones himself ex-
plained, on the contrary, the distributive processes as the
essential elements in social conformation. “We may pre-
dict that, till different forms and modes of distributing the
national revenue have superseded the old ones, all hope of
rapid change in the character of their population, or in
the power and resources of the community, will prove illu-
sive,” ?

1 Mitchell W, C: “The Prospects of Economics” in The Trend of
Eronomics, edited by Tugwell, 1924,

3 Literary Kemains, p. 554,

2 Literary Remains, p. 555.
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Jones also held that the labors of those who have treated
of the principles which govern the distribution of wealth
have as yet been rewarded by no such success as that
which has crowned the efforts of those who have inves-
tigated the circumstances which influence the amount pro-
duced.! According to his view, the attempts to explain
the laws of distribution have hitherto led to little besides
contradictory opinions. Political economy has been dis-
trusted. The facts on which its conclusions must be
founded have been thought too variable and too capricious
in their combinations to admit of their being accurately
observed or truly analyzed, or, consequently, of their yiald-
ing any safe permanent general principles. Truth has been
missed, because those who have been most prominent in
the discussion of the distribution of wealth have confined
the observations on which they founded their reasoning to
. the small portion of the earth’s surface by which they were
immediately surrounded, and have then proceeded at once
to erect a superstructure of doctrines, either wholly false
or limited in their application.® In this state of confusion
in the concept of the theory of distribution, Jones took up
the problem at issue with a very different plan and under
the gunidance of experience and wide observation.

Jones’ Distribution of Wealth, consists of two parts. The
first deals with peasants’ rent, and the second with farmers’
rent. These two parts together constitute Book I of his
work. He intended to write four bocks on the distribution
of wealth; however, the other three did not appear in book
form but only in 2 mass of lecture notes left after his death.
His system of political economy in the strict sense was
incomplete. In order of discussion he took up “rent” first,
because slight progress in this subject was sufficient to
show that the greater part of the pations of the earth are
still in the agricuitural state, and because, in this state of

t Distribution of Wealth, Preface, p. 5.
3 Distribution of Wealth, Preface, p. 22,
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society, the relation between the proprietors of the soil
and its occupiers determines the details of the conditions
of the majority of the people, and the spirit and forms of
their political institutions.? Next came thg problem of
wages. It is put in second imstead of first place simply
because in his opinion a clear perception of the causes
which affect the amount of remuneration received by the
majority of the laborers in the world can only be attained
after a survey of the forms and conditions of the various
rents they pay.® As to the theory of profit, Jones’ major
interest was in the accumulation of capital as a factor
in production rather than in its distributive process. “In
performing this task, I have not confined myself to those
circumstances alone which affect the rate of profits as a
point of equal or indeed superior importance”*® Lastly,
in dealing with taxation, he discussed the problem
. of incidence and the principle of justice, and, above
all, made the point that the state should share in the joint
wealth of its subjects, without causing production to be
checked or to decline.

Throughout the whole analysis of his theory of the
distribution of weaith, Jones gave chief attention to the
economic institutions of other nations than England. He
did not attempt to discuss the theory of value, except that
on occasion he did try to impugn the validity of Ricardo’s
so-called labor theory of value.t He put great emphasis upon

1 Distribution of Wealth, Preface, p. 23.
2 Distribution of Wealth, Preface, p. 24.
3 Desiribution of Wealth, Preface, p. 26.

4 "“This theory it is not necessary for our present purpose to examine.
I beg, however, in passing to be numbered among those who believe
it defective, and who think that in comparing the exchangeable vaiue
of different commodities, other circumstances must be taken into con-
sideration besides the quantity of labor bestowed directly or indirectly
upon each.” (Distribution of Wealth, p. 206).
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the production of serviceable goods; his study of distribu-
tion was, in fact, a step toward the study of production.?®

III. Jones’ Theory of Production.

In spite of the title he chose for his book, The Distribution
of Wealth, Jones was much inferested in the theory of produc-
tion. Thus, in discussing different kinds of land tenure and of
laborers he always compared the relative productive powers
of different nations under different institutions. Similarly
his treatment of capital, although originally approached
from a distributional angle, consists in fact of a discussion
of the importance of auxiliary capital as compared to cir-
culating capital in the process of production. Behind his
theory of distribution there is always a theory of produc-
tion.

The productive power of nations, declares Jones, depends
on two circumstances:? first, on the fertility or barrenness
of the original sources of the wealth they produce; second,
on the efficiency of the labor they apply in dealing with
those sources, or in fashioning the commodities obtained from
them. In the earliest stages of society, the quality of the
soi] affects the production of wealth, but in the later stages
it affects it in a degree so small as to be inconsiderable.
“In a majority of instances, the efficiency of the labor of
nations is what determines their relative wealth, not dif-
ferences in the fertility of their soil and waters.”? Jones
was defending Adam Smith’s system of political eonomy
when he declared that political economists were well justi-
fied in confining that part of their science which relates to
the production of wealth to the discovery of causes which

11ike most other writers of the historical school, Jones did not
formulate any general principle of distribution.

t But neither of the two circumstances led to the discussion in a
theory of production of the amount of per capita produce.

3 Literary Remain, p, 334,
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affect the efficiency of labor, and have committed but an
unimportant error in not dwelling on differences in the
national fertility of countries.?

Following in the footsteps of Adam Smith, he proceeded
to discuss the efficiency of labor as one of the most im-
portant factors in the progress of national wealth. He set
forth three causes of the efficiency of labor, namely, the
continuity with which it is applied; the skill by which it
is directed; and the power by which it is aided.? More-
over, he discussed the circumstances which regulate the
amount of per capita produce. He claimed that the wealth
of a whole population obviously depends not merely on the
fertility of the industry or of that portion of it employed in
production, but on the proportion which such productive
labors bear to those factors which are not employed in
producing wealth. “A nation, if three-fourths were soldiers
or menial servants, would be poor, however fertile the
labor of the other fourth might be.”* Jones also made a
distinction between productive and non-productive labor,
but he used these terms intelligently. He asserted that
we should not commit the common error of supposing that

1 The two following quotations show how much Jones appreciated
Adam Smith's work on production:

“In the new path {production) Smith took the lead; and nothing
which has been done since his time in this direction will bear a com-
parison with the results of his labors” ~(Distribution of Weglth,
Preface, p. 4).

“On the last branch of the subject {production) much knowledge
has been accumulated, and principles have been established important
both for theoretical and practical purposes, however difficult the ap-
plication of them to particular circumstances may sometimes be, These
constitute a body of political truths, in the solidity and permanence of
which a majority of the enlightened and reflecting part of mankind
may be said to have acquiesced . .. " {Distribution of Wealth, Preface,
B 5.

2 AH these causes are conditioned by the employment of capital,
which will be discussed in the next chapter.

3 Literary Remains, p. 346.
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that portion of the community which is not so employed is
unproductive of anything useful, or that the epithet “un-
productive” is degrading.

In comparing the efficiency of productive labor in differ-
ent nations, he made a distinction between motive forces
and mechanical advantages. He said:

“The distinction between the increase of contriv-
ances and means to apply the same motive forces
with greater mechanical advantage, becomes im-
portant when we are comparing the efficiency of
labor in different nations. The relative number of
horses in France and England will give us no in-
formation as to the productive powers of the two
nations, as far as those powers are aided by horses,
unless we know the relative merits of the imple-
ments which determine with what mechanical
advantage a horse’s power is applied in agricul-
ture, and indeed in various other occupations of
the two countries,!

No contemporary writers paid so much attention to the
problem of technology as did Jones. He insisted that it
is available technique which determines the degree to which
man can conquer and exploit nature and adapt it to its
use, an achievement which produces material culture in its
dynamic setting. The progress of economic science and
institutions is directly related to the development of tech-
nology, inasmuch as our economic life is the product of
the application of the existing technique to the preblems
of the exploitation of nature. Hence, in the discussion of
production no one can neglect the problem of technology.

Jones employed the term “production” in a broad sense.
An article is not considered by him to be completely pro-
duced until it is placed in the hands of the person who is

1This statement of Jones was intended to demonstrate a fallacy
on the part of M. Dupin, who considered the motive force alone in
comparing the respective productive powers of England and France.
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to consume it. Thus, tea designed for English consumption
is not said to be produced until it has been conveyed from
China, through the mediation of different individuals and
through the instrumentality of auxiliary capital in various
shapes, to the English purchaser who means to consume
it.! This kind of treatment, which includes the exchange
phenomena in the process of production, was not common
in his time.* According to Jones, production is not neces-
sarily the production of material goods; its criterion is in
this sense the creation of new utility. When an activity
brings about an addition to the existing amount of utility,
we have an act of production.

Jones emphasized the importance of the close relation-
ship between the economic and social organization of na-
tions and their powers of production. He first sketched
out a standard of the continuity of labor and of technical
knowledge and mechanical facilities by which to judge the
perfection of productive powers of nations. Then he dis-
cussed the political, social, moral and intellectual changes
which accompany changes in the economic organization of
communities, He points out that the explanation of these
influences is most distinctly a part of the proper and pecu-
liar task of the political economists. Economic science can
never be successfully pursued if such subjects be wholly
eschewed by its promoters. He emphasized the economic
habits of nations as an important factor in the subject of
national wealth. “Such an analysis of the economic habits
of the various divisions of the human race must obviously
have its interest and use in whatever mode we may think
it best to approach a knowledge of systems of abstract
truth on the subject of national wealth.”* But he further

% Literary Remains, p. 192

3 English writers subsequent to James Mili have generally been in-
clined to follow Mill's example by keeping a consideration of exchange
out of their treatment of prodoction

% Literary Remain, p. 345,
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remarked that as communities change their powers of
production, they necessarily change their habits too.
During this change or progress, all the different classes
of the community find that they are connected with other
classes in new relationships, that they are assuming new
positions, and are surrounded by new moral and social
dangers and new conditions of social and political excel-
lence. Jones always kept in mind his belief in the cumu-
lative changes of institutions in dealmg with the subject
of production.

IV. Other Features of his System of Political Economy.

In spite of the fact that Jones decried all attempts to
frame accurate definitions, he was very fond of coining
new terms.} In addition to the terms “Balance of Bar-
gain” and “National Anatomy,” Jones was also the first
to use the term “dismal system” in reference to political
economy, which was later adopted by Carlyle, who slightly
changed it to “dismal science.” Jones said: “The percep-
tion of this fact is of itself sufficient to.inspire distrust in
those dismal systems which teach that the whole human
race is under the resistless domain of an impulse, forcing
ever its aggregate numbers forward to the extreme limit
of the subsistence they can produce.”?

Jones also formulated a theory of the economic inter-
pretation of history.

“Those indeed who value what is called political
economy chiefly because it leads to an insight into

LUTE gany reader, during this inquiry, is really puzzled to lmow what
we are observing together, I shall be very sorry; but I am quite sure
that I should do him no real service by presenting him in the outset
with a definition to reason from.” (Disiribution of Wealth, Preface,
p. 47).

Attempts to give definitions are regarded by Jones as throwing
dust in the eves of the student, and as diverting his aztentaon from
more important points. ’

? Distribution of Wealth, Preface, p. 17,
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the manner in which the physical circumstances
‘which surround man on earth develop or sway his
moral character, will feel interested on yet higher
grounds in tracing the effect of a system, $pring-
ing out of common necessity, which, for a long
pericd in the growth of nations, binds the majority
of their populations to the earth they till; a system
which has continued for a series of ages to stamp
its peculiar impress on the political, the intel-
lectual, and moral features of 2 large portion of
the human race.”?

And in one of his lectures he mentioned the economic in-
terpretation of politics:

“The fact that in the political progress of nations
there is an inseparable conmection between in-
creased freedom and increased responsibilities;
that freedom, in short, is a blessing which, from
the very constitution of men and society, none
can long enjoy who do not deserve it, is a truth
which, vaguely seen by others, shines out in all
its evidence and detail to the political economist,
who, tracing changes in the modes of producing
and distributing wealth, observes step by step the
alterations which take place in the connections,
mutual independence and all the cementing in-
fluences that hold together those human materials
of which states are composed . ... "”?

He also remarked that it is not our province to praise or
biame this or that form of government, or code of laws, but
to show in what cases the establishment of each is or is
not possible, why institutions and laws which endure and
flourish under one state of economic conformation wither
and die away when transplanted to a place where society
does not present the proper materials to give them life and

t Distribution of Wealth, p, 65.
2 Literary Remains, p. 593.
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support. “Our subject then is, to a great extent, the
mother science on which the philosophy of constitutional
legislation rests, as does in a great measure the philosophy
of jurisprudence, The law-giver who would frame codes
and institutions without such knowledge as we present, may
be an eloguent dreamer, but can never be a practical states-
man.” !

In summary, Jones' system of political economy was
very different from contemporary theories. His theory of
distribution was not chiefly adapted to the purpose of study-
ing the English problem of distribution alone; moreover,
it was discussed irom the productive point of view rather
than from a distributive angle. He paid a great deal of
attention to the economic institutions of the less advanced
countries in order to support his arguments against
the current economic doctrine of the Ricardian
Schoolk In his theory of production he emphasized
the importance of technology as a factor in the productive
power of nations. He also discussed the influence of
economic habits and other social conditions upon produc-
tion. As to the other features of his theoretical approach,
he set forth his optimistic views in the theory of harmony
and in his economic interpretation of history.

i Literary Remains, p. 576.



CHAPTER IV

THEORY oF RENT.

Jones® system of political economy, as we know, was
based upon a study of economic institutions. Baut we must
ask further: why was Jones interested in economic institu-
tions of other nations than England, and how did he develop
his theory of rent? In answering these two questions let us
first review the current theory of the distribution of wealth
at that time

According to the Ricardian doctrine of distribution of
wealth, wages are fixed by the standard of living, which is
supposed to be constant; profits will>decrease as more and
- more labor is required to provide necessities for the mass
of the working population; and the future belongs to the land-
lords, who will grow richer while the laborers and capital-
ists grow poorer. Both the theory of wages and the theory
of profits are intinmately related to the theory of rent, which
is regarded as the cornerstone of the Classical theory of
distribution and is based upon the assumption of free com-
petition, holding that landlord and tenant respectively
are actunated by competition alone; that the landlord en-
deavors to obtain the highest rent he can, and the tenant
the lowest; that both are independent, intelligent apents,
able and willing to carry their goods and services to the
best markets; and that the tenant, knowing all the advan-
tages of different soils, places and trades, is able and
willing to move, taking with him his improvement to any
soil or place or trade where he will be more favorably situ-
ated.! This system of landlord and tenant relationship is
also assumed to be the universal form of tenure.

2 Price: A Short History of Political Ecornomy in England, p. 80,
58
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Since the Classical theory of distribution of wealth was
centered on the theory of rent, Jones naturally took it as
the target at which to aim. For, if he could prove that the
Ricardian theory of rent was incorrect, the whole Classical
theory of distribution would collapse, since it would be
built upon unsound foundations. Again, as the Ricardian
theory of rent assumed the English type of land system
to be the universal form of tenure, Jones’ next step was
to disprove this by investigating the various economic insti-
tutions of other nations than England. He chose his battle-
field on the theory of rent and employed the study of
economic institutions as a kind of weapon for attack. Thus
the main object of Jones’ theory of peasant rent is not only
a study of the peasant rent itself; but also the collecting
of economic material to support his arguments against the

principle of universality and the doctrine of free compe-
tion of the Ricardian school.

Jones set forth the chief fallacies of the Ricardian doc-
trine of rent as being: (1) that increasing rents pro-
ceed always, not from additional wealth created on the soil,
but from a transfer of wealth which existed before into the
hands of the landlords; (2} that rents invariably proceed
from the application of additional capital to agriculture with
a diminished return; (3) that nothing that does not aiter the
relative fertility of the land cultivated can increase rents;
{4) that improvements in agriculture do not increase rents;
{5) that such improvements in agriculture lower rents, at
teast for a time, and lessen the means of the landlords;
{6) that increasing rents bring po addition to the resources
of a country; (7} that every rise in rents is a mere transfer
of value, advantageous only to the landlords, and propor-
tionately injurious to the consumers; and (8) that the inter
ests of the landlords are always opposed to those of other
classes in the commanity. We shall discuss these points
later,
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1. Peasent Rent.

Jones divided his theory of rent into two parts: peasant
rent and farmer rent. He declines to give a definition of
the term “rent,” saying: “It has been mentioned to me,
that I have given no regular definition of the word reat,
The omission was not undesigned. On 2 subject like this,
to attempt to draw conclusions from definitions is almost
a sure step towards error,”?

In his study of peasant rent there are four points
which command our attention. In the first place,
the economic law of free competition has been en-
tirely abandoned. Custom and institational inquiry
occupy a prominent place. Secondly, historical research,
instead of deductive reasoning, has been greatly empha-
sized. Thirdly, the close relationship between wages and
rent has been clearly brought out. Fourthly, the importance
of capital, production, and distribution has been given a
great deal of consideration. ’

Historically, peasant rent came first in order of appear-
ance in the progress of nations; therefore it may be called
primary rent., Economically, peasant rent is used in refer-
ring to an occupier of the ground who extracts his own
wages from the earth. The origin of rent arises from the
soil — the appropriation of scil, not the superiority of
soil. The appropriation of soil is a political and human
institution, while the superiority of soil belongs to the
physical and natural phenomena.

“When men begin to unite in the form of an agri-
cultural community, the political notion they seem
constantly to adopt first is that of an exclusive
right to the soil of the country they inhabit. Their
circumstances, their prejudices, their idea of justice
or of expediency, lead them, almost universally,

t Distribution of Wealth, Prefoce.
Jones did not fike to confine his concept of rent to & definition. As
a matter of fact, his theory of rent is that of an income from land.
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to vest that right in their general goverament, and
in persons deriving their rights from it.”*

This fact is true of old nations as well as of new countries.
Throughout Asia, the sovereigns had ever been in the pos-
session of an exclusive title to the soil of their dominions.
In China the emperor was regarded as the “Son of the
Heaven”; he was the sole proprietor. In America, land
was considered to be the property of the federal govern-
ment. It could be occupied only with the government's
consent, in spots fixed upon and allotted to its people, and
on condition of a previous money payment. But the United
States Government does not convert the successive shoals
of fresh applicants into a class of state temantry; rather
the formation of a race of proprietors takes place.

With the aid of experience and history Jones came to
the conclusion that in the actual progress of human society
rent has usually originated in the appropriation of the soil
at a time when the bulk of the people must cultivate it on
such terms as they can obtain, or starve, This necessity
which compels them to pay a rent, he maintains, is wholly
independent of any difference in the quality of the ground
they occupy, and would not be removed were the soils all
equal. Here Jones assumes that the form and amount of
the rents they pay are determined by a direct contract
He is not discussing either differential or marginal rent.

He divided the peasant rents into four parts, namely:
labor rents, métayer rents, ryot rents and cottier rents.
It is worth noting that this type or classification of peasant
rents was later adopted by J. 8. Mill, who devoted four
chapters to peasant proprietors immediately after his dis-
cussion of the significance of custom on the distribution
of produce,

Labor rent may be called service rent; instead of
money or produce payment the tenmant must render a cer-
tain amount of labor to the proprietor. Jones' survey of
labor rent covered Eastern Europe from Russia to Ger-

L Distribution of Wealth, p. 5.
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many.! He discussed labor rents in various countries
with a2 dynamic view of changes always in mind. After
having observed them in different countries, he gave a short
summary of the most marked feature of rent common to
the system in all its modifications. He started from par-
ticular facts and reached a general conclusion, employing
the inductive method to advantage. His eriticisms of labor
rents from the econoemic point of view fall under four
headings. Firstly, there is a strict connection between the
wages of labor and the rent—the dependence of wages on
rents. Where claims upon the serf’s time are multiplied, his
own ground must be imperfectly tilled, and thus the pro-
duce of his allotment must become less, Secondly, this kind
of tenancy has a singular effect in degrading the industrious
habits of the laborers. Thirdly, the lax superintendence,
or the imperfect assistance, of the landed proprietors makes
the inefliciency of agricultural labor still worse. And
lastly, since the inefficiency of agricultural labor results
in only a small amount of raw produce the nom-agricultural
classes maintained by it must be small.

! After describing the servile condition of the Russian serfs, Jomes
maintained that they were in a state of rapid change. Three days
of labor for rent in each week had been the rule. The tenants on the
royal domains appeared to be, on the whole, in a better condition than
the serfs belonging to individuals. The number of royal serfs was
estimated in 1782 as ten millions and a half, In Hungary, such peas-
ants occupied zbout half the cultivated surface of the country in 1777,
and all paid Iabor rents. Till the reign of Maria Theresa, their situa-
tion was quite similar to that of the Ruassian serfs. By her edict,
the quantity of labor due to the proprietor of each session (about the
size of 35 to 40 English acres) was fixed at 104 days per annum.
Besides this the peasant had to give four fowls, twelve eggs and a pound
and a half of butter. In Germany the situation was more hopefu] for
such workers. Some tenants, under the mame of “Amtmen” were
prosperous, There were others called “Leibeigeners™ and “Meyers”™
The former paid a labor rent in kind and cultivated the land of the
landlord for a certzin number of days in the year. The latter had
commuted their labor remt into a2 money or corn rent. The proprietor
could not raise the rent nor could he refuse to renew the lease
tnless the heir was an idiot, or the rent in arrears
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In addition to the above-mentioned economic aspects of
labor rent, Jones made three further remarks on its influ-
ence upon the political and social conditions of nations.
The constant coercion and arbitrary autherity of landlords
over the tenants, the great power and influence of the aris-
tocracy, and the want of a2 third estate in the political
constitution of those countries all combined to pro-
duce a dark and melancholy picture of labor rent. He also
suggested a tentative plan for their improvement, embracing
the substitution of produce or money rent.

Meétayer rent, the second kind of peasant rent, is present
in a state of society more advanced than that of labor
rent. The métayer is a peasant tenant who extracts his
own wages and subsistence from the soil. He pays a
produce rent to the owner of the land. The landlord, be-
sides supplying him with the land, supplies him also with
the stock by which he is assisted in his labor. The payment
to the landlord may be considered, therefore, to consist
of two distinct portions: one constitutes the profits of his
stock, the other his rent. Jones’ survey of métayer rent
covers the western division of continental Europe as well
as the nations of antiquity.*

1In ftracing the métayer rents in Greece, Jones consuited many
authorities, including Xenophon and Aristotle, He tried to discover
the causes which destroyed the system of siave cultivation and those
which brought the métayer rents into effect, As Greece became con-
solidated, first by the Macedonian, then by the Roman influence, the
possessions of individual proprietors naturally extended themselves over
a large space, and profitable management by slave agents must have
become more and more impracticable, At last a tenant was introduced
who, receiving from the landowner his land and stock, became respon-
sible to him for a certain proportion, usually half, of the produce.
The causes which introduced the métaver system in Rome were similar
to those which ultimately established in Greece. On this topic Jones
made a careful study of the agricultural lterature written by Cato
and Virgil, Before the introduction of the métayer system, Virgil
recommended alternate husbandry. As the empire became larger and
the size of estates increased, the superintendence of husbandry became
inefficient and the lands were given up to the discretion of an inferior
class of slaves. . Columella was the only one who recommended that
all such estates should be let.

The terms on which the French métayers held their farms differed
much from age to age, but the normal rate was half, from which the
original name of “Medéetarius” was derived% In Italy the métayers
were fewer than in France. The number of acres which a métayer
can manage must depend largely on the course of crops and mode of
tillage.
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In passing a critical judgment on métayer rent as a
whole, Jones balanced its advantages and disadvantages
from a productive viewpoint, So far as the advantages are
concerned, the fact that the métayer is entrugted with the
whole care of the cultivation is a circumstance which not
only indicates his superior rank in society, but brings with
it substantial improvement in his condition. Furthermore,
since the landlord’s rent depends upon the amount of the
produce, he has an obvious interest in preventing the
energy or the means of the tenant from being lessened by
oppression. As to the disadvantages, it is apparent that
the divided interest which exists in the produce of cultiva-
tion mars almost every attempt at improvement.? The
tenant is unwilling to listen to the suggestions of the land-
lord, the landlord is reluctant to entrust additional means
to the hands of a prejudiced and usually very ignorant

1 Charles Gide estimates highly the benefits of métayer rents. His
argument may be briefly stated as follows:

In the first place the métayer system establishes a unity of interests
between the owner and the métayer, They share alike in good and
bad fortune; there is a real association between them, and it is one
of the oldest and most admirable forms of profit sharing. Secondly,
the métayer is never straitenad by the mode of payment, becauss he
pays in kind, He only gives the proprietor what the earth itself gives:
nothing, if it yields nothing; much, if it yields generously. Thirdly,
the métayer system, by customarily fixing the division of the product
in halves, wards off completely the influence of competition on price
and quenches all controversy as to the amount of the rent. It also
assures a long duration of lease. Finally, intercourse is more intimate
and even more familiar hetween the owner and the métayer. For all
these reasons the métayer system may be considered as an element of
social peace and as capable of solving in certain cases the agranan
question. {Dictionary of Political Ecomomy, Vol. II, p. 738).

2 Adam’ Smith mentioned this point in The Weslih of Nalions
{Book III, chapter 2). “It could never be the interest of this species
of cultivation to lay out, in the further improvement of the land, any
part of the Little stock which they might save from their own share
of the produce, because the lord, who laid out nothing, was to get
one half of whatever it produced.”
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tenant. The tenant’s dread of innovation is natural; he
exists under a system of cultivation familiar to him; the
failure of an experiment might leave him to starve. This
dread makes it almost impossible to introduce improve-
ments into the practice of the métayer system. While
the tenant is frightened at a change of system, the land-
lord hangs back, with a hardly less mischievous reluctance,
from the advances necessary to carry on efficiently any
system whatever. When stock is to be advanced by one
party and used by another for their common benefit it
brings about some waste and carelessness in the receiving
party and great jealousy and reluctance in the contribu-
ting party.®

Having balanced the merits and demerits of the métayer
rent, Jones pointed out its special features as a
weapon with which te attack the Ricardian theory of rent,
based upon differences in the fertility of soils, The exis-
tence of rent in the métayer system is.in no degree depend-
ent upon the existence of different qualities of soil or of
different returns to the stock and labor employed. In any
country the landlords, who, with small quantities of stock,
have quantities of land sufficient to enable a body of peasant
Iaborers to maintzin themselves, would continue to derive
a revenue as landowners through sharing the produce of
the industry of those laborers, though all the lands in the
country were perfectly equal in quality. He also touched
upon the wage question in this connection. In countries
employing the métayer system, the wages of the main body

1 Arthur Young has discussed the disadvantages of the métayer
system: “There iz not one word to be said in favor of the Métayer
Systern, and a thousand arguments that might be used against it. In
this most miserable of all the modes of letting land, the defrauded
landlord receives a contemptibie rent; the farmer is in the lowest state
of poverty; the land is miserably cultivated; and the nation suffers
as severely as the parties themselves. Wherever this system prevails,
it may be taken for granted that a useless and miserable population is
found.” (Travels, Vol, 1I, p. 153).
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of the people depend upon the rent they pay. The division
of the produce on which their wage depends is determined
by their contracts with their landlords. In like manner the
amount of rent in such countries is determined by the
amount of wages. ®

Ryot rents are produce rents paid by a laborer gaining
his own wages from the soil to the sovereign as its pro-
prietor. These rents originate in the rights of the sov-
ereign as the sole proprietor of the soil of his dominions.

The survey of ryot rents made by Jones was limited to
Asiatic nations.? In judging the merits and defects of

1In India he found the cultivator was under a Zemmdar, a function-
ary who took charge of collecting revenues in the Hindoo Government.
The system was very disastrous, due to the corruption of the officials.
In Persia, the tenant was obliged to pay ome-fifth of the produce to
the Shah. In Turkey, the rate of ryot rent differed according to the
religion: one-seventh of the produce where the cultivator was a
Turk, one-fifth where he was a Christian. Concerning the rent of
the Chimese peasantry, Jones honestly confessed that he did not know
enough to judge accurately of the peculiar modifications which this
systers of imperial ownership had received in that country. As we
know, no one can be, according to Confucius’ doctrine, the true land-
lord except the emperor. The Canon of Poetry says: “Under the
wide Heaven all is the King’s land.” Since the government was the
landowner, there was no distinction between a land tax and rent.
Under the Tsing Tien System the center lot of each Tsing was cul-
tivated in common by the adjoining landholders for the government
as a tax. Land was distributed to eight families and rent was paid
in terms of labor, not in produce, as Jones defined a ryot rent, In
China, Tand was held by the government and granted in various sizes
of tracts to successive generations of farmers in different dynasties.
The farmer had a species of life tenure, from the time he started farm-
ing, at about thirty years of age, until sixty, when the land reverted to
the government, After about twenty-five centuries of tenure of this
general type private ownership came into existence, According to
the historical facts, the earliest custom of paying rent was the métayer
system. The cultivator retained one-half of the harvest and paid
the other half to the landlord as rent. Such a practice has existed
from the Chin Dynasty to the present day, since Shong Yang accom-
plished the destruction of the Tsing Tien System. In this case Jones
was right in regarding it as a produce rent.
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this kind of tenure he decided that there is nothing mis-
chievous in the direct effect of ryot rents. They are usual-
ly moderate if collected peacefully and fairly and become
a species of land tax, leaving the tenant a beneficial hered-
itary state. But their indirect effects are full of evils,
They nurse and foster Asiatic despotism on the one hand,
and redace the citizens to the most helpless and prostrate
condition on the other. In countries cultivated by ryots,
the wages of the main body of the people are determined
by the rent they pay, as is the case under all varieties of
peasant rents. In like manner the amount of rent in such
countries is determined by the amount of wages. The
existence and progress of rents under this system or tenure
is also in no degree dependent upon the existence of dii-
ferent qualities of soil, or different returns to the stock
and labor employed on each,

Under the head of cottier rents, the fourth of the peas-
ant rents, we may include all rents contracted to be paid
in money by tenants extracting their own subsistence from
the soil. The cottier tenant is bound by contract, what-
ever the quantity or value of produce may be, to pay a fixed
sum of money to the proprietor, The reason that this system
prevails in Ireland is simply because it is in the neighbor-
hood of England, and the connection between the two
countries enables the Irish peasant to obtain cash for a
portion of his produce. The disadvantages of cottier rents
may be ranged under three heads. The first of these is in
connéction with the question of population. Where labor
or métayer rents prevail, some external causes of repression
are found in the interference of the landlords for their
own interests. Where ryot rents are established the external
causes of repression are found in vices and mismanagement;
where cottier rents exist, no such external causes are present
and the unchecked disposition of the people leads to a mul-
tiplication which ends in wretchedness. The second dis-
advantage is the want of any influence of custom and
prescription in keeping the terms of the contract between
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the proprietors and their tenantry steady and fixed. The
third disadvantage is the absence of such direct and ob-
vious common interest between landlord and tenant as might
secure to the caltivator assistance when in distress. The
principal advantage which the cottier derives from this
form of tenure is the great facility with which, when cir-
cumstances are favorable to him, he changes his condition
in society altogether.

After a survey of these various forms of land systems,
Jones was in an excellent position to declare that no one
type of land tenure could be taken as the basis of a theory
of rent. With the aid of history and economic data he
boldly expressed his opinion that the income from land
owed neither its origin nor its continuance to the existence
of gradations in the qualities of soil; that with improve-
ments in agricuiture the amount of produce which formed
the annual rents had steadily increased; that the landlords
" would find that they became wealthier as the Iabor of their
peasant tenantry produced more from the earth, and that
they became poorer as it produced less; that increasing
produce converted inte increased rents constituted a fresh
creation of material riches;?! and that under all forms of
peasant tenures the interests of the landlords are indis-
solubly connected with those of their tenantry and of the
community at large. All these points, supported by a study
of various economic institutions of different nations, were
used by Jones to attack the Ricardian theory of rent.

Here we must be careful to notice, however, as will be
pointed out later, that Jones’ concept of rent is different
from Ricardo’s. The former employs this term in the
popular sense, while the latter uses it in the narrow sense
of economic rent only.

i “Increased rents originating in the accumnulation of capital on the
land, and in increased production, are not only themselves a clear addi-
tion to the resources of a country, but necessarily indicate a yet greater
addition in the hands of the producing classes; an addition which is
substantially equivalent to the progressive enlargement of the territory
itself.”  {Disiribution of Wealth, p. 203).



THEORY OF RENT &2

II. Farmer Reni

In discussing peasant rents Jones was successful in point-
ing out the narrowness and lack of general applicability of
the Ricardian theory of rent. He then proceeded to dis-
cuss “farmer rent” (the English type of farming}. The
origin of farmers’ rent, he held, was due to the rise of the
capitalist classes, who advanced from their own funds the
wage of labor and took charge of the varied industry of
a population. Rent, in such a case, necessarily consists
merely of surplus profits, that is, of all that can be gained
by employing a certain quantity of capital and labor upon
the land instead of in any other occupation.?

Before proceeding to discuss farmers’ rent we must
say a few words abont the distinction between farmers’
rent and peasant rent. In the first place, according to Jones,
the origin of peasant rent is the appropriation of the soil,
while that of farmers’ rent is due to the rise of the capi-
talist class. In the second place, custom and contract play
an important role in peasant rent, while competition is the
essential factor in farmers’ rent. Thirdly, in the develop-
ment of economic stages the former iIs still in the barter
economy, while the latter is in the money economy. Fourth-
ly, as far as the distributive process is concerned, the
former system is a kind of two-fold division of produce,
while the latter is a three-fold division of produce. Fifthly,

1 Distribution of Wealth, p. 177. He borrowed this idea of surplus
profit from Adam Smith. “Rent is the produce which is over what
is necessary to pay the farmer ordinary profit” Wealtk of Naotioss,
Book I, p. 145,

The terms “rent” and “surplus” have come to be used interchange-
ably. If z form of income appears to be a surplus, it is at once trested
as a kind of rent; if it presents some of the peculiarities of rent it is
forthwith christened surplus. If rent is regarded as characteristically a
differentia], all incomes that contain differentials from one point of
view or another are called surplus. If surplus income is defined as
residual, all residual incomes are termed rents. (See Johnson's Rent
in Modern Ecomomic Theory, p. 19),
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the rent has a great influence on wages in the case of
peasant rents, but this influence ceases in the case of farm-
ers’ rents. Sixthly, in the system of peasant rent the cen-
tral figure is the landlord; in that of farmers’ rent, the
capitalist is the most prominent figure. Lastly, from the
standpoint of national economy Jones put more emphasis
on peasant rents than upon farmers’ rent, claiming that
peasant rents under their various forms are the most numer-
ous and important, not only in deciding the economic rela-
tions of landlord and tenants, but also in influencing the
political and social condition of the mass of the people.

At the outset Jomes presents several problems in con-
nection with farmers’ rent. Here the capitalist class
plays a prominent role, comparable, as we have al-
ready said to that of the landlord in peasant rent. The
function of capital therefore is brought to the fore-
ground and it actually occupies two-thirds of the Sec-
. ond Book of Jones’ work, in a discussion of the ways
of increasing rents. He attacks the question of differential
returns, which was regarded by Ricarde as the sole expla-
nation of the cause of rent. He also gives some indication
of the real sources of increasing rents and brings out his
theory of social harmony in contrast to Ricardo’s theory
of the class struggle.

Jones mentions three methods or causes of increasing
farmers’ rent which, he holds, consists merely of surplus
profit: first, an increase of produce from the accumulation
of larger quantities of capital in its cultivation; second,
the more efficient application of capital already employed;
third, a diminution of the share of the producing classes
and a corresponding increase in the share of the landlord.?
He insists upon the fact that the obvious cause of the
actual rise of rent in England was not that the most costly
portion of agricultural produce was obtained at greater cost,
but simply that a larger amount of produce was obtained.

1 These three mztheds of increasing farmers’ rent had been discussed
by Adam Smith: Wealih of Nations, Book I, chapter 2, p. 247,
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As to the first method of increasing farmers’ rent, by
employing larger quantities of capital in its cultivation, Jones
argues with Ricardo on the question of the relative fer~
tility of soils and the law of diminishing returns. Accord-
ing to Ricardo rent is "that portion of the produce of
the earth which is paid to the landlord for the use of the
original and indestructible powers of the soil.” It is “al-
ways the difference between the produce obtained by the
employment of two equal quantities of capital and Iabor,”
and “with every step in the progress of population, which
shall oblige a country to have recourse to land of a worse
quality, to enable it to raise its supply of food, rent, on
all the more fertile land, will rise.”! This Ricardien law
of rent embraces two complementary phases: a resort to
inferior soils and an extensive margin, and a law of dimin-
ishing returns leading to an intensive margin, Jones first
takes up the law of diminishing returns and argues that
the increasing amount of capital employed on the land of
a developing country necessarily elevates rents on the bet-
ter soils, and this quite independently of alterations either
in the relative fertility of the soils cultivated or in the
amount of produce obtained by the application of given
quantities of capital to the inferior soils:

“Let A have been formerly cultivated with 100
£, yielding annually 114 £, 10 £ being the or-
dinary profits on stock: and B with 100£, yield-
ing 115 £ : and C with 100 £, yielding 120 £, and
soon to Z. As all above 110 £ on each would be
surplus profits, or rent, the rent of B would be 5
£, and that of C 10 £, etc. In some indefinite

1], R. McCulloch: The Works of David Ricardo. London, Johno
Murray, 1888, pp. 34, 36, 37

Alfred Marshall says that those free gifts of nature which Ricarde
classed as the inherent and indestructible properties of the soil have
been largely modified, partly impoverished and partly enriched by the
work of many generations of men, (Priuciples of Economics, Bth
edition, p. 147).



7z RICHARD JONES — AN INSTITUTIONALIST

time let each of these gqualities of soils be culti-
vated with a capital of 200 £, and their relative
fertility remaining as before, let their produce be
proportionally increased. A will produge 220 £,
B, 230 £, C, 240 £. All above 200 £ on each will
now be surplus profits or rent. The rent of B,
therefore, will have become 10 £, that of C 20 £
that is, the rent of each wiil have doubled.”?

The general accumuiation of capital employed in cultiva-
tion, while it augments the produce of all gradations of
soils somewhat in proportion to their original fertility,
must of itself raise rents without reference to any pro-
gressive diminution in the return to the labor and capital
employed. Jones concludes that a general increase of the
produce of land, following the application of additional
capital and labor for its more perfect cultivation, seems a
very natural and cobvious cause of a rise of rents.
" Jomes also states that, supposing we grant that the dif-
ference between the relative fertility of soils is the sole
cause of rents, it would not follow that nothing could
raise rent but some cause which altered the relative fertil-
ity of the land cultivated, since any cause would raise rents
which increased the amount of produce of all, though it
left their relative fertility untouched. .

“We have attempted to show that increasing
produce from all the qualities of soil in a country,
produced by the application of more capital and
labor, will necessarily raise rents in an extensive
country farmed by capitalists, from the unequal
returns to that capital and labor on lands of un-
equal goodness: that rents will thus be raised with-
out its being necessary to suppose any alteration
in the relative fertility of the soils cultivated,
any sort of inferior soils, or any diminution in the
produce obhtained by agricultural laber on the old

# The Distribution of Wealth, p. 182,
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soils; and that there is no foundation whatever for
the opinion that, in every stage of such a process,
every portion of additional produce successively
got from the same lands must necessarily be ob-
tained by a less advantageous expenditure of labor
and capital.”™!?

Jones not only refuses to accept the theory that the dif-
ference between the relative fertility of soils is the sole
cause of rent; he even denies the fertility of soils as a
fixed guantity. “We must take into calculation the in-
creased power gained by increased skill in the combination
and succession of different crops, and the mode of consum-
ing them, and making them react on the fertility of the
farms.”?® A soil which is suitable for one crop may be
more or less suited for another, and the differential ad-
vantage of different soils, as respects their fertility, may
conceivably vary in opposite directions or different degrees
in the case of different crops, while their advantage as re-
spects their situation and the cost of conveying their pro-
duce to the market may be subject to variations of a sim-
tlar character if one crop is more bulky or perishable than
another and more likely to be injured by delay or rough
handiing in transit, Once more, the cost of conveyance
to the market may differ according to the market in view,
and lands favorably situated for one market may be disad-
vantageously placed for another.? The increased skill in
the combinaticn and succession of different crops which

1 Distribution of Wealtk, p. 196-197.

Rogers regarded the use of manures as a factor in checking the
effect of diminishing returns, “The greatly increased produce of the
18th century was entirely due to the increased use of natural manures.”
Stz Centuries of Work and Wages, p. 476). E. L. Patton also mentioned
the introduction of crop rotations as a delay to the law of diminishing
returns, {Diminishing Refurns in Agriculiure),

t Distribution of Weolth, p. 188,

3L. L. Price: "Some Aspects of the Theory of Rent,” Ecomemsc
Jowrnal, Vol L,
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reacts on the fertility of farms is a strong argument used
by Jones against the Ricardian theory of rent.

The reaction of the modes of consumption on the fer-
tility of the farms to which Jones directed attention is a
real contribution to the theory of consumption, If our
food habits change from time to time there will be no ab-
solute measure of the richness or fertility of land. One
piece of land which is fertile for the production of crop
A is not necessary for crop B. The scarcity of fertile land
exists purely relatively to demand, Fundamental changes
in habits of consumption, by affecting demand, affect also
the relative scarcity of fertile land. We cannot call one
piece of land more fertile than another until! we know some-
thing about the skill and enterprise of its cultivators and
the amount of capital and labor at their disposal, and until
we know whether the demand for produce is such as to
make cultivation profitable. The fertility of different soils

-is liable to be changed by the method of cultivation and
through the relative value of different crops. With poor
calture all lands soon become equally poor, while with
proper culture the poor land will become fertile.! The
term fertility has no meaning except with reference to the
special circumstances of a particular time and place.

Jones emphasizes a “limit point” in the operation of
the law of diminishing returns: the law is true up to a
certain point, beyond which additional capital and labor
applied to land will yield less returns proportionately. But
it is not true to say that no additional labor can at any
time be bestowed upon the earth without a return less in
proportion than that yielded to the labor formerly applied

“The stature of man is limited: there is a point
beyond which we know that it would be idle to

1 Alfred Marshall says that even if there be no change in the arts
of production, 2 mere increase in the demand for produce may invert
the order in which two adjacent pieces of land rank as regards fer-
tility, {Marshall: Principles of Economics, 8th edition, Macmilian
& Co. p. 157).
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expect that a2 human being should increase in
height, without decreasing in strength and energy.
If we were to argue that every inch added to a
young person’s stature in his progress to maturity
must be followed by increasing debility, we should
argue very ill but not worse than those who, having
observed that in the culture of the earth there is a
point beyond which fresh labour bestowed must
produce feebler results, lay it down as a law of
nature, that with every increased portion of cap-
ital employed upon the land, then will be a de-
creased rate of production”?

He went further and argued that if the statement that an
additional quantity of labor employed on the land results
in a proportionately less return is true, then we can ob-
serve two consequences: either the industry of a larger
proportion of the population must be devoted to agricul-
ture, or the proportion of the gross produce paid to the
landlord as rent must have increased. If these two results
are not observable, these rents must have increased from
some other cause or causes than from the employment of
additional labor in agriculture with a proportionately less
return. Then he appeals to the statistical history of Eng-
land to show three important facts. First, there has been
a spread of tillage, accompanied by 2 rise in the general
rental of the country. Secondly, there has been 2 diminu-
tion in the proportion of people employed in agriculture.
Thirdly, there has been a decrease in the landlord’s propor-
tion of the produce.* From these facts he reached the
conclusion that in England rents have risen, the proportion
of hands employed in cultivation has become much smaller

i Distribution of Wealth, p. 190

2 Jones quoted one statement of Adam Smith to sapport his own
argument. “In the progress of improvement, rent, though it increases
in proportion to the extent, diminishes in proportion to the produce
of the land.”
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than formerly, and the proportion of the gross produce
taken by the landlord as remt has diminished; that the
general rise of rents which has taken place has not pro-
ceeded from the employment of an additiona] quantity of
labor with a proportionately less return, but from some
cause or causes essentially distinct from that one and at-
tended by opposite results; and that increased reats in
England have proceeded from better farming and greater
produce. !

The law of diminishing returns is supposed to assume
as one of its important qualifications that the efficiency of
capital and labor remain constant. On this point Jones
replies that in the progress of those improvements in the
art of cultivation by which the most profitable amount of
produce is approached, it may be possible that each suc-
cessive portion of capital and labor concentrated on the
land is more economically and efficiently applied than the
" last.? Thus the tendency to diminishing returns must be
understood with reference to a given stage in agricutural

1This view has been accepted even by J. 8. Mill. In spite of Mili’s
early expressions, derived from economists who believed that returns
do, as a general rule, diminish, he made a concession after observing
the actual facts. He said that the fact that the produce of land increases
in a diminishing ratio to the increase in the labors employed is the
universal law of agricultural industry; that this principle, however,
has been denied, and experience confidently appealed to in proof that
the returns from land are not less but greater, it an advanced rather
than in an early stage of civilization, when much capital rather than
Little capital is applied to agriculture; and that unquestionably a much
smaller proportion of the population is now occupied in producing food
for the whole than in the early times of our history. (Principles of
Political Economy, Book 1, Chapter 12).

2 According to Roger’s estimate, land in England produces probably
seven times as much as it did five hundred vears ago, and the increased
production is due in the last resort to the increase of intelligence in the
methods of production. In fact, as J. S. Mill has often shown, there is
scarcely any advance in general civilization which may not indirectly
counteract the law of diminishing returns. {See Nicholson's Tenants
Gain Not Landlord's Loss, p- 39).
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art. Agricultural improvement may counteract this ten-
dency and push the limiting point still further,

Diminishing returns are usually accompanied by in-
creased total returns. There is not an absolute decrease
of returns of produce, but merely a diminishing rate of
increase. Rent will rise, even while the difference between
the relative fertility of the soil is diminishing, provided that
the absolute quantity of produce in each class is increas-
ing.* Thus the difference between Ricardo and Jones lies
in the fact that the former calculates the ratic while the
latter estimates the amounts.? One takes the averape re-
turn for consideration and the other the total returns only.
The average return in the physical sense, as a rule, in-
creases up to a certain point, beyond which there is a
tendency to diminish. The total returns always increase as
the amount of outlay increases.

On the law of diminishing returns, however, modern
writers such as Professor Seligman and Fetter try to strike
a compromise between Ricardo and Jones. Contrary to

17f 100 £ be employed on classes A, B, C, with a produce of 118 £,
115 £, and 120 £ and consequently 200 £, with returns of 200 £,
228 £ and 235 £, the relative differences of the produce will have
diminished, and the soil will have approximated in fertility; atill the
difference of the amounts of their products will be increased from § £
and 10 £ to 8 £ and 15 £ and rents will have risen accordingly,”
Distribution of Wealik, p. 196

3 Alfred Marshall says: “Ricardo's wording of the law of diminish-
ing returns was inexact. It is, however, probable that the inaccuracy
was due not to careless thinking but only to carefess writing. In any
case he would have been justified in thinking that these conditions were
not of great importance in the peculiar circumstances of England at the
time at which he wrote, and for the special purposes of the particular
practical problems he had in view. Of course he could not anticipate
the great series of inventions which were about to open up new
sources of supply, and, with the aid of free trade, o revolutionize
English agriculture; but the agricultural history of England and other
countries might have led him to lay greater stress on the probability
of a change. ([Principles of Economics, p, 163).
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Jones they insist that there is a law of diminishing returns,
and at the same time they modify Ricardo’s doctrine by
showing that the law is not so rigid as advocated by him
in being applied only to agriculture. Professor Seligman
says that the law of diminishing returns is universal and
applies to everything that possess walue; it explains the
rent of land and will equally explain the interest of capital
and wages of labor.? Professor Seligman also cautiously
remarks that a “certain point is the point of full utilization.
It frequently happens that this point has not been reached.”?
Professor Fetter makes a further distinction between tech-
nical diminishing returns and historical diminishing re-
turns, a distinction which has been confused by Ricardo
and ignored by Jones. Professor Fetter says:
*“The principle of technical diminishing returns

is that at any given moment the uses obtainable

from any indirect agent can not be indefinitely

increased without increasing difficulty. Historic-

al diminishing returns occur when, in fact, human

effort is less bountifully rewarded in a later period

than in an earlier one. If to-day a day’s labor in

agriculture produces less than fifty years ago,

historical diminishing returns would have cccurred.

In {fact, labor is more bountifully rewarded in

agriculture than fifty years ago, yet it is true to-

day that there are few fields or appliances which,

if used more intensively with the prevailing prices

of Iabor and material, would not show a diminish-

ing return to the additional capital applied. There-

fore, in the historical sense, increasing returns

have prevailed, yet at every moment it has been

necessary to apply resources under the guidance

of the principle of diminishing returns.”?

iSeligman: Principles of Economics, p. 375,
2 Seligman: Principles of Economics, p. 252,
3 TFetter: Economic Principles, p. 69.
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The dispute between Ricardo and Jones on the law of
diminishing returns has, therefore, been peacefully settled
Ricardo was right as to technical diminishing returns, but
wrong 3as to historical diminishing returns. Jones was
right in the historical sense but was not fair in ignoring the
technical law of diminishing returns. There is no one law
of diminishing returns, but in its place there must be at
least several groups of statements: technical, the entre-
preneurial, and secular returns.?’

The criticism of the law of diminishing returns offered
by Jones was highly useful in stimulating further exam-
ination and revision of the form of the statement. Since
his time the law has come to be thought of chiefly as a
statement of potentialities, holding true at a given time
rather than as having to do with the historical progress
of industry. It has also gained recognition as the state-
ment of a tendency rather than as a description of neces-
sary or inevitable facts.

Jones further attacks the supposed indication of the de-
creasing efficiency of agricultural labor along three dif-
ferent lines. In the first place a fall of profits, he says,
is no proof of the decreasing efficiency of the agricultural oc-
cupation. A fall of profits, he holds, might be due to 3 rise
of wages. Here he considers that real wages are change-
able and that their variation has influence upon the rate of

1 This conclusion has been reached by F. L. Patton in his study,
Diminishing Relumne i Agriculture, 1926, He said: “The first of
these groups includes all data relating to physical, experimental or
technical diminishing returns, The second group contains all data as
to diminishing returns of profits arising out of the profit-seeking activ-
ities of agricultural entrepremeurs. It can perhaps best be called
entrepreneurial or money -returns, The third group of data relates
to what will here be called secular diminishing returns (p, 13),

Professor Fetter says, “There are at least three distinct problems:
{1) technical proportion, the best mechanical or physical combination;
(2) profitable proportion, the entrepriser’s best combination, and (3)
the soeio-economic problem of the relation of population to rescurces”
{Economic Principles, p. 440, footnote).
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profit. This is the extreme opposition to Ricardo who as-
sumes the permanent immutability of real wages and then
shifts the whole responsibility for a fall of profit to a de-
creasing efficiency of agriculture. Ricardo’s proposition is
perfectly logical because, one of the three productive factors
being fixed, there must be a mutual influence between the other
two. That profit falls must be due to the rise of rent
which, Ricarde assumes, is conditioned by the cultivation
of the poor soil which, again, is due to the decreasing pro-
ductivity of agriculture.' Jones, on the contrary, main-
tains that different rates of real wages prevail in countries
with similar climate and soils, and sometimes under the
same government; that alterations in the food, clothing,
habits and general mode of maintenance of the people take
place from generation to generation in the same countries;
that a change in the rate of wages is sufficient, while the
productive power of industry remains the same, to pro-
. duce a change in the rate of profits; and that a fall of
profits is never an unequivocal proof of a diminution in
the eﬁezency of agriculture.?

1 Ricardo maintains that it is absolutely necessary that money wages
should increase, since the price of commodities is continually rising.
Money wages will show a tendency to rise in sympathy with the rising
price of corn, so that the workman will always be able to procure
just the same quantity of bread, no more and no less.

3 Distribution of Wealth, p. 247-248

Ricardo seems, however, to make use of the same expression in
saying that “it is not to be understood that the natural price of
labour, estimated even iIm food and necessaries, is absolutely fixed and
coanstant. It varies at different times in the same country, and very
materially differs in different countries,” {(McCullocth: The Works of
Dovid Ricardo, p. 52). But his fundamentzl law of wages is that
the natural price of labor is that price which is necessary to enable the
laborers one with another to subsist and to petpetnate their race with-
out either increase or diminution. If a working man has more children
than are necessary for replacing their parents then their wages fall
below the normal rate until increased mornhty shall have again estab-
lished equilibrium,
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In the second place, Jones declares that an increasing
relative value of raw produce is no proof of the decreasing
efficiency of agriculture. He argues that the relative value
of raw produce might be due to the greater improvement
in the skill of manufacture than in that of agriculture:

“In the progress of nations an increase of man-
ufacturing power and skill usually occurs greater
than that which can be expected in the agricul-
ture of an increasing people. This is an unques-
tionable and familiar truth. A rise in the relative
value of raw produce may, therefore, be expected
in the advance of nations, and this from a cause
quite distinct from any positive decrease in the
efficiency of agricuiture.” (Distribution of Wealth,
p.- 249).

Lastly, Jones emphasizes the point that an increasing
money value of raw produce, compared with prices in other
countries, is no proof of the decreasing efficiency of agri-
culture. It may, he assumes, proceed from paying higher
wages or heavy taxation, or it may proceed from differ-
ent values of precious metals.? He traces the increasing
relative value of agricultural products from the increasing
efficiency of manufactured goods, and the increasing money

1In this connection Jones followed the opinion of Malthus, who
maintained that the differences in the price of corn, so easily observable
in different countries, might be due to a difference in the value of the
precious metals in different countries under different circumstances,
More than three-fourths of the difference between the price of corn
in Bengal and England is probably occasioned by the difference in the
value of money in the two countries. (Principles of Political Economy,
p. 193},

The same idea was expressed even by Ricardo himself, when he
said that when any particular country excels in manufactures, so as to
occasion an influx of money towards it, the value of money will be
lower and the prices pf corn and lahor will be refatively higher in
that country than in any other. (Principles of Political Economy and
Toxalion, p. 163).
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value of raw produce from the causes arising from the
monetary side of the price equation, not from the goods
side.

After the discussion of the law of diminishing returns
Jones presents his theory of economic harmony, which
appears in his argument against the claim that the economic
interest of the landlord is in conflict with the community
as maintained by Ricardo. The question of economics
interest is, at bottom, a question of whether agricultural
improvements are detrimental to the landlords. Accord-
ing to Ricardo’s opinion.

“If the interests of the landlord be of sufficient
consequence to determine us not to avail ourselves
of all the benefits which would follow from import-
ing corn at a cheap price, they should also influ-
ence us in rejecting all improvement in agricul-
ture and in the implements of husbandry, for it
is certain that if corn is rendered cheap, rents are
lowered, and the ability of the landlord to pay
taxes is, for a time at least, as much impaired
by such improvements as by the importation of
corn.” 1

He also distinguishes the improvements in agriculture
as being of two kinds: those which increase the pro-
ductive powers of the land, and those which enable us, by
improving our machinery, to obtain its produce with less
labor. They both lead to a fall in the price of raw produce;
they both affect rent.?

Again, in his criticism of Malthus’ opinion on rent, Ricar-
do holds that

“both the improvement in agriculture, and the
superior fertility, will give to the land a capability

1 Ricardo: “Essay on the Influence of 2 Low Price of Corn on the
Profits of Stock™ in the Works of David Ricards, ed. by McCulloch,
P 390,

3 McCalloch: The Works of Dovid Ricardo, p. 42,
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of bearing at some future period a higher rent,
because with the same price of food there will
be a great additional quantity; but still if the in-
crease of population be in the same proportion
the additional quantity of goods would not be re-
quired, and, therefore, rents would be lowered and
not raised.!

So he concludes that “independently of these improve-
ments, in which the community have an immediate and
the landlord a remote interest, the interest of the landlord
is always opposed to that of the consumer and manufac-
turer.”* We observe in his statements that he assumes
a stationary condition of population and a sudden intro-
duction of an improvement which makes the raw produce
cheaper and the rent lower. Here Jones argues that pop-
ulation will not be stationary, and from Malthus he bor-
rows the idea that food creates its own demand.® Jones
says: “In the process by which increased supplies of food
are produced for an increasing population, we observe no

1 1bid, p. 251,

In his chapter on rent, Ricarde alse maintains that “it is sndoubt-
edily true, that the fall in the relative price of raw produce, in conse-
guence of the improvement in agriculture, or rather in consequence of
less labor being bestowed on its production, would naturally lead to
increased accumulation; for the profit of stock would be greatly aug-
mented. This accummiation would lead to an increased demand for
labor, to higher wages, to an increased cultivation, It is only, however,
after the increase in the population, that rent would be as high as
before; that is to say, after No. 3 was taken into cultivation. A con-
siderable period would have elapsed, attended with a positive diminu-
tion of rent.” ([fbid, p, 42).

2 McCullock: The Warks of David Ricardo, p. 202,

¥ Rent, Malthus says, is paid because (1) the land produces more
than enough to maintain its cultivation; {2) the necessaries of life
have a peculiar quality of being able to create their own demand, to
raise up a number of demanders in proportion to the quantity of
necessaries produced; and (3) the most fertile land is comparatively
scarce. (Maithus: Principles of Political Economy, 1820, p. 139).
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such wide dislocations between supply and demand.”? He
also states that as the mass of people slowly increase, we
see the gradual pressure of demand stimulating the agricul-
turists to improvements, which, by an impercegtible progres-
sion of the supply, keep the people fed; that while these
processes are going on, every increase of produce occa-
sioned by the general application to the soils of more capital,
acting upon them with unequal effect according to the
differences in their original fertility, raises rents; and that
the interests of the landlords are at no moment opposed
to improvements, which, while they increase the mass of
raw produce, are as favorable to the augmentation of the
revenues of the owners of the soil as they are essential
to the well-being of the people. He further mentions that
it is necessary to remember the slow manner in which
agricultural improvements are discovered, completed, put
to practical use, and spread. This view has been supported
< by Rogers, who said that it is the characteristic of agricul-
ture that its improvements are so gradual as to be almost
imperceptible.®  Agricultural knowledge is not gained
overnight.

Jones also points out the difference between the tem-
porary and the permanent prosperity of the landlord in his
theory of economic harmony. His arguments run as fol-
lows:

“It is true that there are cases in which the land-
lords may derive a limited advantage from circum-
stances which are diminishing the means of the
body of the people, but their permanent prosperity
must emanate from more wholesome and more
abundant sources.” “When the revenues of any class
increase, that increase may in every case proceed
from two causes: first from an invasion of the reve-
nues of some other classes, the aggregate reve-

1 Distribution of Wealth, p. 200.
2 Rogers: Sir Centurier of Work and Wages, p. 469.
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nues of the state remaining what it was, or second-

ly from increased production, leaving the reve-

nues of all the other class untouched, presenting

a clear addition to the aggregate revenue of the

ration.” “A little consideration will show us that

it is only in the last that is the most advantageous

manner, that the revenue of any class can in-

crease progressively and securely in the progress

of nations.” “The fact is, that the prosperity

which each class can grasp by the depres-

sion of other is limited and insecure. The ad-

vantages which each may draw from sources of

increasing wealth common to all, or at least in-

jurfous to none, are safe, and capable of being

pushed to an extent of which the limits lie beyond

our experience, or means of calculation.” (Distri-

bution of Wealth, p. 270).
Then Jones concludes that a diminution in the share
of the producing classes in the produce is certainly
a possible, but as certainly only a limited and very
rare, source of advance in the revenue of the land-
lords; that a gradual increase of their means, which keeps
pace with the riches of other branches of the community,
flows from healthier and more copious fountains; that the
circumstances which are most essential to the continnous
prosperity of the landlords are also most conducive to the
increasing wealth and strength of the nation; that it is an
error to suppose that there is anything peculiar to the
landlords in the fact that they have occasionally a limited
interest opposed to that of the other bodies which com-
pose the state.?!

2 Here Jones had closely followed Malthus who undertook, in three
sections of his book, (Prisciples of Political Economy,) to establish
the strict and necessary connection of the interest of the landlord and
of the state, whether the country raised its own food supply or im-
ported a major part. Malthus was convinced that advancing rents were
a symptom of national progress.
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The second source of the increase of farmers’ rent, Jones
maintains, is the increasing efficiency of the capital em-
ployed. The first source of the increase of farmers’ rent
was a quantitative accumulation, but this secpnd one is a
qualitative improvement in the utilization of capital. The
efficiency of the capital employed in cultivation may show
itself in two ways: first, less capital may be necessary
to produce a given quantity of produce from a spot of
ground; second, the same capital may produce from the
same spot of ground a larger produce than it yielded be-
fore. Whichever the result, however, the increasing effi-
ciency of the capital employed shows itself, rent will rise,
and unless the progress of improvement outstrips the
progress of population, and the growth of produce exceeds
the growth of demand, this rise of rent will be permanent.
The rise of rent from the increased efficiency of capital
employed, fones assumes, will ordinarily coincide with
"an extension of agricultural wealth, the population, the
strength and the resources of the country.! He also as-
sumes that such a rise of rents might take place, and go
on increasing with the increase of population indefinitely,
though no inferior gradations of soil were in existence.

1 Jones, however, makes the remark that increased rents from the
increased efficiency of capital, though an addition to national wealth
and reseurces, do not indicate so large an addition to those resources
as increased rents proceeding from the accumulation of capital in cnil-
tivation. “When 100 £ produce (prices being the same) corn worth
120 £ instead of corn worth 110 £, the wezlth of the nation is in-
creased by 10 £'s worth of corn and no more. When 90 £ will
produce the same guantity of corn which 100 £ did produce, the
nation is enriched to the same zmount in another shape; for 10 £
may be withdrawn from agriculture without its produce being diminished
and the nation will be enriched by being put in possession of any other
commodities which the capital of 10 £ may be employed to produce.
The increase of national wealth will in either case be confined to the
amount of 10 £, the same sum by which rents rise,” {Distribution
of Wealth, p. 224). Here we can observe the turn of mind of Jones,
who always emphasizes the amount of increase instead of the rate of
increase,
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Still further, he considers the tillage of poor soil as the
consequence of the increased efficiency of capital which
is the source of the increase of rent.

"“The same increased productiveness of agricul-
tural capital which occasions a rise of rents on
old lands usually makes it possible to extend til-
lage to lands of inferior natural fertility with as
ample return as that obtained from the old soils

before the improvement took place.”?

On this point Jones clashes with Ricarde. The latter
regards the cultivation of poor soil as the cause of the
rise of rents, while the former insists that whenever a
rise of rents takes place from the increased demand for
agricultural produce, the spread of tillage to inferior soils
presents a practical limit to that rise.? Jones’ arguments
may be briefly stated as follows: it is clear that if, as
population increased, all fresh supplies were necessarily
extracted from the old soils alone, there would be no as-
signable limit to the increase of the relative value of raw
produce, of the surplus profits made on the land, or of

i Distribution of Wealth, p. 225,

2 Distribution of Wealth, p. 228, _

In Secial Econowmics Professor (Cassel expressed the same idea:
“The one-sided stress on the differential element is apt to give the
idea that the existence of inferior land is somehow essential to the
ground rent of better. As a matter of fact this ground rent by no
means depends for its existence upon the presence of the inferior
land; on the contrary, it is merely reduced on that amount.” (p. 227.)

In the discussion of the third source of increasing farmers’ rent,
Jones also declares that the decrease of the share of the producing
classes and corresponding rise of rent have bees wholly unconnected
with the cultivation, or even the existence, of poor soils, “If a country
had no soils to resort to besides those already cultivated, the demand
might keep constantly ahead of the slowly increasing supply, and the
possible increase in the relative value of raw produce, and the con-
sequent rise of rents, would be indefinite. But when inferior grada-
tions of soil exist, and can be resorted to, the rise in the exchange-
able value of raw produce is limited.” {Distribution of Wealtk, p. 231).
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rents. But while additional quantities of produce can be
obtained from inferior gradations of soils, the price of raw
produce will never exceed the cost of producing it from
the lowest gradation which it is found expedient to cul-
tivate, and if, from the increasing efliciency of agricultural
capital, the cost of getting produce from that gradation is
not greater than it was on the old soils before the im-
provement, the price of raw produce will not rise at all.
The inferior soils, though their cultivation is not essential
to a rise of rent, present always a boundary to that rise.
Their existence is a protection to the interests of the cou-
sumers, without interfering with those of the landed pro-
prietors. They prevent corn being sold at a monopoly
price. In a word, the presence of poor lands checks the
rise of rent.!

~ In his discussion of the efficiency of capital, Jones also
approached the modern view of the law of proportionality in
dealing with all productive factors. As agricultural knowl-
edge is improved, machinery wil! be used and human labor
will be reduced. The progress will be made through various
experiments which will test the efficiency of the two factors
Jones believed that in countries where capital abounds
the owners of it are always impelled by self-interest to
use the various factors which they employ as much as

1 Alfred Marshall 2lso mentions the fact that the existence of infe-
rior agents does not raise, but lowers, the rents of superior agents.
"In this connection it may be noted that the opinion that the existence
of inferior land, or other agents of production, tends to raise the rents
of the better agents is not merely uatrue. It is the reverse of the
truth, For, if the bad land were to be Hooded and rendered incapable
of producing anything at all, the cultivation of other land would need
to be more intensive; and therefore, the price of the product would
be higher, and rents penerally would be higher than if the land had
been a poor contributor to the total stock of produce” (Principies
of Ecomowics, p. 424).
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possible in the shape of auxiliary capital, and as little as
they can help in the shape of wages of labor.?

The third source of the increase of farmers’ rent, Jones
states, lies in a decrease in the share of the producing class,
while the produce remains the same. In this case, he as-
sumes that the produce is statiopary and the farmers’ or-
dinary profit remains the same, but his share in the pro-
duce of the soil shrinks as the price of the raw produce
rises, proceeding always from an increasing demand with-
out a corresponding increase of the supply.

“A rise in the relative value of raw produce,
from whatever cause the rise proceeds, will always
be followed by a decrease of the share of the pro-
ducing classes in the products of the soil, relative
to the labor and capital they employ, and by 2
corresponding rise in the produce rents to the land-

lords,”?

The rise of rents in this case forms no addition to the
resources of a country. Jonmes himself perceives that the
increased rents of old soils are a mere transfer of a por-
tion of the wealth already existing from the producing
classes to the landlords. Yet he still refuses to accept the
dark picture drawn by Ricardo that as rents rise, profits
will necessarily fall and wages will remain stationary. He
says:

“Such a diminution in the power of agriculture,
though a possible event, takes place in the progress
of the wealthy people very rarely. I doubt if it
ever takes place at all; and, when it does take
place, we must not hastily conclude that, because
the quantity of corn remaining in the hands of the

1 Distribution of - Wealth, p. 227. The *various conditions” men-
tioned by him express exactly the idea of modera agricultural exgperi-
ments and this law of proportionality can be applied to any kind of
industry.

1 Distribution of Wealth, p. 231.
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producing agricultural classes is diminished, there
must therefore be a fall either in profits or wages,
or that such producing classes would have the
means of consuming either less corn, or less of any
other commodity, than they did before tfe reduc-
tion of their share in the produce of the scil.” !

Human industry, he holds, is not wholly employed in turn-
ing out raw produce and its increasing in other depart-
ments may balance the decreasing powers of agriculture,
The effects of the failure in productive power of one branch
of the population will be balanced by the increased produc-
tive power of another branch. Those who produce less
will find their commodities rising in exchangeable value;
those who produce more will find them falling. These var-
iations in relative value will distribute equally all the
advantages and disadvantages of the wvariations which
take place in the producing power of different branches of
‘industry. The decreasing efficiency of agricultural capital
must, however, be disadvantageous, though it is not neces-
sarily followed by any actual impoverishment.* His points
of view on economic problems are always cheerful and
optimistic: in the case of the increasing efficiency of agri-
calture he maintains that more non-agricultural classes can
be supported, and in the case of decreasing efficiency he
argues that it can be balanced by the increasing efficiency
of manufacturing labor.

He concludes that the erroneous views in which these

t Distribution of Wealth, p, 233.

24A decrease in the share of one of the producing classes, that is,
a fall in the rate either of wages or of profits, is never necessarily
the result of the diminished productive power of human industry in
any of its branches.,” (Disgiribution of Wealth, p. 241).

But according to Ricardo's opinion: “profits of stock fzll only
because land equally well adapted to produce food cannot be procured;
and the degree of the fall of profits, and the rise of rents, depends
wholly on the increased expense of production.—{McCulloch: The
Works of Dovid Ricardo, p. 375}.
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positions originated proceeded no doubt from imperfect
cbservation and hasty reasoning. He blames the Ricardian
School for not having directed enough observation to for-
eign lands.

“We are all as Englishman occasicnally more
liable than could be wished to some of these mis-
takes. We are much too prone to consider the
state of society im which we exist as a type of all
others and this parrow and mistaken assumption
is necessarily the parent of much ignorance and
many errors. England is, in fact, af the extreme
and verge of the economic career of pations,”!

He considers his own theory a new one, but he is very
cautious in avoiding the claim of being omniscient, and al-
ways keeps in mind the relativity of economic doctrine.?

So far we have studied the arguments of Jones against
Ricardo and we are now in a position to present the dif-
ferences between the two men on the theory of rent.® The
primary cause of the differences in opinion between Ricar-
do and Jones lies in the distinction between differential rent
and scarcity rent. Their conceptions of rent are not the
same. According to Ricardo it is convenient to estimate

1 Distribution of Wealth, p, 286,

2%The rents paid by the smallest, but to us the most interesting
class of tenantry, agricultural capitalists or farmers, I have treated with
Mr. Mgaithus and others simply as surplus profit. This view, how-
ever, taken here of the different modes by which these surplus profits
may increase and accumulate on the soil is, I believe new., Certainly
it is cheering and strips away at once all that was harsh and repulsive
in the faise aspect Iately so laboriously given to the causes and sources
of increase in this class of rents” (Distribution of Wealth, p. 286).

“In the meantime, as I am conscious that the wide outline I have
drawn, and such detalls as I have introduced, are faithful and impar-
tial, I cannot, and do not doubt that the productive supply of detailed
information will conform to the principles I have pointed out, while
it may probably modify and correct to some extent their local applica-
tion” {Distribution of Wealth, p. 306).

#See Appendix B.
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the rent of a particular agent by comparing its yield to
that of an inferior agent, when similarly worked with
appropriate appliances. According to Jones it is best to
go straight to the fundamental relations of demand to the
scarcity or abundance of the means for the production of
those commodities for making which the agent is service-
able.? dIn his theory of peasant rent Jomes attributes to
the origin of rent the appropriation of soil which is, in turn,
due to the overwhelming necessity of the inhabitants, The
whole land of a country is required for cultivation. The
cause of rent is the growth of demand and not the calti-
vation of “land No. 2, or poorer iand, because the culti-
vation only take place when the prise has risen. If in any
country the last type of land used were scarce relatively
to the demand, it would have to bear a rent. The ground
rent of fand of a certain quality is by its nature a scarcity
"price, It is the payment secured for the use of marginal
land.? This concept of marginal or scarcity rent denies
the existence in actual cultivation of no-rent land. It is
shown that the various uses to which the same piece of land
may be put ordinarily permit marginal land to command
a rent. Marginal produce is derived from rent-paying land,
and rent to that extent is held to enter intc the cost of
marginal produce. Such is the theory of rent quite in-
dependent of the law of diminishing returns and the mar-

1 Marshall: Principles of Ecomomics, Bth edition, p. 423,

3The dictum that rent does not enter into mormal cost is entirely
true only in connection with the assumption of the emplovment of
land for a single productive use and the consequent availability of a
body of free or no-rent soil. Under modern industrial conditions land
is capable of z series of uses. The poorest or marginal land utilized for
any particular purpose is above the margin of utilization of rent-paying
land with respect to the next lJower purpose To ba retained in the
first use, it must yield a marginal rent equivalent to that which it
would pay if devoted to the second use,
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ginal fertility of land.! The fertility of the scil is not one
bit more important to the farmer than the proper amount
of sunshine and rainfall. Yet the farmer pays a price for
the use of soil whereas he receives free the use of sun
and rain. This contrast leads the way to an explanation of
the basic relation which supply of land bears to the price
paid for the use of it.?

Now we can say that commonly the marginal land, for
any particular use, iself affords a rent because, though
marginal for the given use, it is above the margins for
some pther use to which it might be applied. Rent is thus
composed usually of a differential and of a marginal ele-
ment. The differential element is an expense of produc-
tion only to enterprisers using superior land for a given
purpose, while the marginal element must be paid by all
enterprisers engaged in a given branch of production and
figures as an element in the normal expense of production.
Thus Ricardo’s concept of rent should be broadened rather
than shaken by Jones' attack., Rent is a cost for those
theorists concerned primarily with the competing uses of
land; it is not a cost for those who regard it as a distribu-
tive share arising from all the employments of land, treated
as though they were one. With Ricardo the latter view
appears predominantly.

Ricardo seeks in the theory of rent one general prin-
ciple which will solve all land problems. But such a theory
is an impossibility. In addition to the differential analysis
we need some other principles: first, the principle of

1 The description of rent as a differential return is of theoretical
importance if rent is not a cost, if it does not enter into price. Until
it is independently proved that rent is not a cost the differential analysis
which is based upon a comparisen of the productivity of unlike units
is incapable of distinguishing rest from wages and interest,

*In the case of farmers’ rent Jones considers remt as & surplus
profit. All that is needed is an intense demand for a supply that
is never equal to that demand, so that the price is above the cost of
production,
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scarcity reflects a factor influencing prices; second, the
substitution principle governs the shifting of land from
one use to another; and third, the principle of propor-
tionality means the proportionality of the economically
available supply of [and among its uses in such a way that
all demands will be adequately met.

Since the time of Jones’ criticism of the Ricardian School,
all the assumptions of the theory of rent have been as-
sailed. The assumption that the powers of the soil are
original or non-produced by men has been attacked. The
assumption that the powers of the soil are indestructible has
been denied and the assumption that rent is 2 species of
income wholly different from other incomes has been
modified.? It has been realized that agriculture is

t The analogy between returns from land and capital hae already
been expressed by J. Craig, in 1831. “So much do these sources of
. revenue resemble sach other, that even in ordinary language the re-
turn for fixed capital, when the necessary circulating capital is sup-
plied by a different person, is always denominated its rents.” {Remarks
on Some Fumdamental Doctrinss in Political Economy, p. 138).

Again, 5. Bailey in 1825 established the analogy between land rent and
labor renmt. “The extraordinary profit out of which rent arises is
analogous to the extrzordinary remuneration which an artisan of more
than common dexterity obtains beyond the wages given to the workman
of ordinary skill. In one case the monopoly is bounded by the existence
of inferior soils, in the other by the existence of infertor degrees of
dexterity.” (A Critical Discertation on Value, p. 185).

J. 5 Mill has broadened the meaning of rent. "All advantages
which one competitor has over another, whether natural or acquired,
whether personal or the result of social arrangement, essimulate the
possessor of the advantage to a receiver of rent,” {(Principles, Book
III, chapter 5.)

Later J. B. Clark definitely declares, “The principle that has been
made to govern the income derived from land actually governs those
derived from capital and from Iabor.” (“Distribution ss Determined
by a Law of Rent,” Quarterly Journal of Ecomomics, 1890, p. 289).

All thete writers were trying to extend the termn “remt” to every
differential gain, We have a number of differential revenues which
are exactly analogous to the rent of land
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by ne means the only domain in which capital
and labor yield unequal returns. Degrees of pro-
ductivity and differences in returns are equally evi-
dent in the case of capital. Similarly, the pro-
duction of one worker as compared with another is fre-
quently unequal. Differences in industrial revenues are
quite analogous to the differences in agricultural incomes.
Still more, the supply of land has come to be viewed from
two standpoints: physical supply and economic supply.
One is constant and the other always changing. Ricardo’s
historical theory of rent—the order of cultivation from
good to bad soil—has been challenged by American agri-
cultural experiments. His static theory of the economic
forces tending to determine rents at the present time has
been modified and extended to ail other factors of produc-
tion. And his dynamic theory of the causes continually
tending to increase rent as wealth and population increase
has been proved to be untrue by the economic facts of
history.

Therefore, the revolt against Ricarda's theory of rent,
initiated by Jones, has been successful. Jones’ study of
economic institutions has been proved useful in pointing
out the narrowness and inapplicability of the Ricardian sys-
tem of political economy,! and Jones’ arguments against
the law of diminishing returns, the origin of rent from the
unequal fertility of soil, and the economic conflict between
the landlord and the other classes seem to have been jus-
tified and supported by later writers,

1%Mr. Ricardo, however, overlooking the limited extent of the feld
to which these principles were really applicable, undertock from them
alone to deduce the laws which regulate the nature and amount of
the revenue derived from land at all places and under all circum-
stances; and, not content with this, proceeded from the same narrow
and limited data to construct 2 general system of the distribution of
wealth, and to explain the causes of variations which take place in the
rate of profits or amount of wages over the surface of the plobe”
(Distribution of Wealth, Preface, p. 8).



CHAPTER V

Trae THEORY oF WAGES

I. The Classification of Laborers and the Doctrine
of the Wage-Fund.

AccorpING to Jones' system of political economy, the
theory of wages should follow the theory of rent. He be-
lieved that the next, and a more important, division of the
annual produce, is that which is consumed as wages of
labor, but it is taken in the second, instead of in the first
place, because a clear perception of the causes which affect
the amount of the remuneration received by the majority
. of the laborers in the world can only be attained after a
survey of the forms and conditions of the various rents they
pay.' In discussing the theory of wages, he employs the
same method of approach as he used in the theory of rent,
appealing to the experience of the past, and examining the
present. His discussion of the theory of rent centers on
peasant rent, which was entirely ignored by Ricardo; in like
manner, in dealing with the theory of wages, his attention
is chiefly paid to groups of laborers which the Ricardian
School has completely left out of consideration. His inquiry
into this subject consists of two main questions: what are the
funds which support the laboring population of the globe,
and what are the laws by which the numbers of those who
are to share those funds are determined? He studied these
topics from the standpoints both of production and of dis-
tribution.

The early nineteenth century economists talked of wages
as if the term included all remuneration of labor; yet they

t Distribution of Wealth, Preface, XXVI.
3
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thought of no Iabor except that type which earns "wages”
in the common, narrow acceptation of the word. They thought
that all Iaborers were hired by capitalists., It happened that
in England, at the time when the Classical economists
were developing their system, a larger proportion of manual
workers were in this situation than had been the case,
hence, the easy assumption of such a condition by these
writers, and hence their easy acceptance of the wage-fund
doctrine. In order to attack the current theory of
wages, Jones first introduces a three-fold -classifica-
tion of laborers, First, “unhired laborers,” are those
who cultivate the ground they occupy as peasant cultiva-
tors and live on self-produced wages. Secondly, “paid de-
pendents” are those who are paid out of the reventies or
income of their employers. Thirdly, “hired laborers® are
those who are paid out of the capital of their employers?
This kind of three-fold division of laborers is founded en-
tirely on the difference in the nature and the formation of
the funds which supply their wages. The first group is
self-supporting, and there is an intimate relation between
wages and rent. The difference between the second and
the third groups lies in the fact that the second group is
supported, not from a fund which has been accumulated
and saved with a view to profit, but by expenditure of in-
come, while the third group is employed by the capitalists,
ocut of a view to profit. The profit motive marks the dif-
ference between the two.

Jones possesses a broad-minded view of the great varia-
tions in the machinery of production and distribution among
different communities and in different times. Instead of
one kind of wage-fund he offers three., The first portion

1 “The third class of hired laborer, paid from capital, has so exclu-
sively met the eyes and occupied the thoughts of English writers on
wages, that it has led them into some serious and very unfortunate
mistakes 2s to the nature, extent, and formation of the funde out of
which the laboring population of the globe is fed, and as usual, they
have misled foreign matters,” {Lilerary Remains, p. 14).
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is a quantity of wealth produced by the laborer himself
as the occupier of the soil. This branch of the labor fund
supports a far greater proportion of the laboring classes of
the earth than either of the other two. In the infancy of
society men are wholly dependent on what tHey can them-
selves produce from the earth, first by collecting its spon-
taneous produce, and then by what they can obtain by cul-
tivation. As society advances in civilization, the process
of property in the soil begins. It is vested in those who
so represent the community. The state may be the supreme
owner of the soil, and the occupiers cultivate under con-
ditions imposed by the state. Here we have hereditary oc-
cupiers. Gradually a body of landowners, intermediate be-
tween the occupiers and the state, may impose the condi-
tions under which the occupiers cultivate; these cultivators
will be called tenants. Hereditary occupiers and the ten-
ants cover the vast majority of the cultivators of our earth,
. The conditions imposed upon them determine the rate of
wages. Of the produce of the soil, a part is left in the
hands of the occupier, it constitutes his wages; a part
goes to the owner of the soil, it constitutes his rent, Ii
the produce remains stationary, you cannot increase the
one without diminishing the other of these quantities.
There is, however, a certain litnit beyond which all demands
of the landlord must not go. Enough must be left to the
laborers to maintain themselves and rear such families as
will secure another generation of laboring occupiers. If
the peasants have need of ground, the landlords have need
of tenants, Thus is established the minimum wage of oc-
cupying cultivators. From observation and experience
Jones concludes that the fund for the maintenance of this
group of laborers — probably the most numerous in the
world — forms no part of the saved and accumulated capital
of nations, but is a revenue produced by themselves from
the soil, and that the produce of their land being taken as a
given guantity, it is the rent they pay which determines
what shall be left to them as wages.?

i Literary Remains pp. 433-434,
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The second portion of the wage-fund is derived from
the revenues of superior classes expended on the mainten-
ance of laborers. Before capitalists appear as the advancers
of wages, there is a long interval during which the owners
of revenue must apply it themselves, in support of the work-
man who produces the commodities they desire. The early
dependence of the artisans directly on the revenues of con-
sumers i5 a matter of necessity. They cannot be supported
by advances from accumulated stock when neither capital
nor capitalist exist for the purpose. It is in Asia, Jones
assumes, that we observe this peculiar fund for the main~
tenance of non-agricultural laborers in full and continuned
activity and predominance. Bear in mind the two facts,
he says, that a2 body of such workmen can exist only in
the employment of the distributors of revenue, and that
the great distributor in Asia is the State. In Asia, the sur-
plus produce of the soil has been distributed mainly by
the king's officers to the non-agricultural population, and
that non-agricultural population has swarmed about the
court of an Eastern Monarch. It has happened in times
past that these Oriental States, often supplying the ex-
penses of their civil and military establishments, have found
themselves in possession of a surplus which they could ap-
ply to works of magnificence, and in the construction of
these their command over the hands and arms of almost
the entire non-agricultural population has produced stu-
pendous monuments, such as the Great Wall of China.

There are one or two propositions which it is well to
bear in mind, Jones states, while tracing the functions of
this particular part of the wage-fund. The surplus produce
of agriculture consists of all the produce not consumed or
used by the cultivators during the task of cultivation. It
always limits the non-agricultural population of the whole
earth, It also determines, by the mode of its distribution,
the occupations of the non-agriculturists, and the nature
of the commodities produced by such of them as produce
wealth., It is cbvious that this surplus may come into the
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hands of, and be expended by very different men, or classes
of men, and these differences must affect powerfully both
the occupations of the non-agriculturists and the nature
of the commodities they produce. This surplus produce
may be distributed by the state, by 2 body of landholders
distinct from the cultivators, by the cultivators themselves,
or by all three in different proportions.

The third portion of the wage-fund is the wealth accumu-
lated and saved from revenue and advanced to the laborers
with a view to the profits of its owners, It prevails more
widely and exclusively in England than anywhere else.
Jones asserts that there are two prominent circumstances
affecting their positions and fortumes which broadly dis-
tinguish this class of laborers from both unhired laborers
and hired dependents.! In the first place, the whole fund
from which they are paid is a fund which has to be saved,

. which goes through a2 process of accumulation with a view
to profit, and, as their numbers increase, it is necessary
for their continuous prosperity that the community, of which
.they form a part, should save and accumulate capital at
least as fast as they are multiplying their numbers. This
is not the case, either with unhired laborers or hired de-
pendents, The wages of the unhired workman never exist
in any other form than that of a stock destined for imme-
diate consumption; his welfare is quite independent of the
savings of any part of the community. The funds, like-
wise, onr which the hired dependent lves go through ne
process of saving; his subsistence depends not on the econ-
omy and accumulation of the class which employs him,
but on expenditure of the funds for the purpose of imme-
diate enjoyment. The second circumstance is that the con-
tinuous employment of the hired laborer may be dependent
upon the existence of a demand for the products of his
labor rather than the demands of his immediate employer,
that is, there must be a market for the commeodities he

1 Literary Remains, p, 173,
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produces. His condition and livelihood are affected by
fluctuations in the taste and consumption of the most dis-
tant parts of the world. The wages of such laborers de-
pend on the relative growth of capital and population.
Jomes gives little space to the discussion of this class of
laborers. He maintains that the organization of industry
by which laborers are hired by capitalists represents an
advance in the method of production. The Iaborers work
more continuously and efficiently,

The differences which he points out between modern
advanced societies and old communities having a funda-
mentally different organization of industry, deserved much
more attention than they received. The English econo-
mists of that titne had a singularly insular horizon. They
regarded only the phenomena that were before their eyes
in their own country, and generalized {from them with a
a strange disregard of the absence elsewhere of the con-
ditions on which their generalization rested. Wages wers
described to mean any reward for immediate exertions,
regardless of the mode in which the reward comes. In
the detailed discussion of wages, the case of the hired laborer
and of what the employer would pay him occupied the chief
place. The large array of persons who received a return
for labor in a different manner were left without any dis-
tinctive designation. Jones' protests against the undiscrim-
inating rashness with which they applied their doctrines
should be considered as an important confribution to the
study of the problem,

Jones also mentions the advantages of the capitalist sys-
tem to the laborer, because it brings competition for his
services.

“As accumulation goes on, however, and the
mass of capital becomes greater relative to the
number of the laborers, there must be a struggle
and competition in the labor market to invest some
of the fresh capital in wages — its owners cannot
escape from this necessity. No fresh machinery
can be provided or managed except with the as-
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sistance of labor. The struggle, during the relative
advance of auxiliary capital, is constantly sup-
porting and bring up the rate of wages, and, ab-
stracted from all other causes, this progress secures
the interest of the laborers, and tends fo carry
their wages to the highest point which the capital-
ist can pay, consistently with his making a reason-
able profit on his capital.”?

But he is very careful to add a qualifying statement: “It
is to be remembered, however, that this is only true where
the mass of capital is increasing faster than the population.
If the capital increases only as fast as the population, or
slower than the population, other resalts follow.”?

1. The Theory of Population.

This leads us to study his theory of population. Jones
states that the subject of population is connected with
political economy mainly because the understanding of
it is necessary to comprehend the causes of fluctuations in
the rate of wages and profits.* He divided the subject
of population into three parts, namely, the causes which
affect the progress of population generally, the causes
which affect the progress of the laboring class in particu-
lar, and the causes which determine the ultimate incidence
of taxes laid on such commodities as are consumed by the

1 Lsterary Remains, p. 460.

% Literary Remains, p. 460.

2 Lecture on Population, p, 153, (Reprinted in Literary Remains).
Also in the Preface of his Distribution of Wealth, he says that the
facts on the subject of population which Malthus brought to light
must always hold a prominent place in “every inquiry into the causes
which determine the social progress and conditions of nations, and
the most prominent place in such branches of those inguiries as have
for their especial object the explanation of the laws which governs
the rate of wages.” {Preface p. 9).
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laboring classes.? The last of these topics, however, has no
direct bearing upon the subject of population. We will
discuss it later in the Chapter on taxation.

He definitely declares that vice, misery, and moral re-
straint {suggested by Malthus} do not comprise all the
checks to population, and that on the whole subject of
population we should gain in clearness of conception and
avoid exaggeration if we were to get rid altogether of this
three-fold division of the checks, and should separate them
into two classes, consisting, first, of the causes which in-
crease the number of deaths, and second, of the causes
which diminish the number of births.?* In other words,
these checks must comprise every circumstance which
makes the numbers of birth fewer, or the number of deaths
greater, than they would otherwise be. He first {ries to
explain some habits that increase mortality which are not
vicious, nor referable to misery:

“1f, indeed, we include under the head of vice
every voluntary habit, however, far from moral
taint, which increases mortality, and if, under the
head of misery, we include all causes of increased
mortality which arise from the absence of more suf-
ficient means, though {ree from conscious suffer-
ing, we may certainly extend our notions of the
effects of sin and misery to an indefinite extent.
The lawyers, the students, who talk or read them-
selves to death, are the victims of their vices, The
man who dies because he cannot afford the ex-
pense of a voyage to Italy or Madeira, is a victim
of misery., We may thus introduce intoc action
sin and misery, on a new scale, and convey the

3 He treats of the general subject of population as subordinate 1o
the last two heads of inguiry, His third inquiry will be discussed in
connection with his theory of taxation.

3 Lecture on Populatios, p. 162,
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most unfounded alarms as to the influence of
these evil things in controlling the progress of the
numbers of mankind,?

Then he denounces Malthus’ narrow division of moral
restraint as defective in excluding partial restraint and con-
founding the lapses of infirmity with the deliberate and
regular course of vice?

He offers the term “voluntary restraint” in place of
moral restraint. The dominion of voluntary restraint, he
says, rests upon {wo points in the rational and moral con-
stitution of man, on his foresight and on the habit of
indulging secondary wants. In order to examine the exact
mode of increase in the influence of foresight in retarding
the age of marriage, he found it convenient to divide the
wants and requirements of mankind into two classes. All the
means that any rank of the community require to satisfy
their wants and tastes, the satisfaction of which they believe
essential to their respectability or comfort, may be called
their “means of maintenance.” The means which they re-
quire to support a bare healthy existence, may be called
their “means of subsistence.” The means of maintenance,
therefore, will always include the means of subsistence,
but the means of subsistence may be very far from includ-

A Literary Remaing, p. 95.

2°In order to make the erroneous views arising out of this faulty
division of checks more apparent, let us observe the career of a pro-
fessional man reframing from marriage till the age of thirty-five, and
keeping constantly in prospect the establishment of a home and a
station for himself and his children: it iz not toco much to assume
that, to attain the end he has in view, his career, during the time, has
been honorable and useful; that he has been careful of his own self-
respect, jealous of his honor, zealous in his exertions, and that society
is both served and adorned by a class of such members. Yet let the
frailty of nature overcome him once during his career, and at once,
according to Mr. Malthus, the whole check on rapid multiplication,
established by the existence of such a class of men, becomes converted
intc a mass of unmixed vice” (Lilerary Remains, p. 154).
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ing the means of maintenance. The means of subsistence
of families are limited and stationary in amount, or, very
nearly so, while the means of maintenance may vary, and
become enlarged indefinitely with the different tastes and
habits and means of different ranks in the same nation.
In other places, he employs the terms “primary wants”
and “secondary wants” instead of means of subsistence and
maintenance.

“The wants of mankind are divided into primary and
secondary. Primary wants are a given quantity and include
whatever is necessary to subsistence and health. Second-
ary wants are an uniimited quantity, embracing whatever
contribute to comfort and enjoyment.”?!

Concerning the relative influence of these two kinds of
wants in checking population, Jones says that the foresight
which warns men of the danger of their not being able to
satisfy their primary wants has a limited influence, because
the wants themselves are limited, and the influence of pre-
cedence ceases when the means of satisfying them are
found. But it is different with secondary wants; they are
indefinite. The multiplication of secondary wants has no
limits that we can discern, and their influence in creating
habits of prudence increases almost step by step with in-
crease of their numbers.? Secondary wants increase as
men rise in the scale of society. Throughout the whole
mass of human society, he maintains, it is the multiplica-
tion of the means of comfort and of enjoyment which,
during the career of nations, is the great and efficient cause

1 Literary Remains, p. 467.

Jevons, on the subject of human wants, mentioned T, E. Banfield as
the most important writer in the discussion of primary and secondary
wants. But as a matter of fact, Banfield’s The Organization of Indus-
#ry was published in 1844, several years later than the appearance of
Jones” book on rent, which was published in 1831, Jones also discussed
the question in his introductory lecture delivered in King's College in
1833.

? Literary Remains, p. 102,
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which prompts men voluntarily to refrain from the great-
est possible exercise of their power to increase their num-
bers and in proportion as wealth increases and spreads
throughout the nation, the motive for, and hg.bit of, such
voluntary restraint acquire a stronger influence over the
progress of the population.? The importance of secondary
wants as a check to the growth of population cannot be
over-estimated; it is the multiplication of the means of
commanding comforts and luxaries which forms the real
check to the growth of population, and not the wants of
mere food and necessaries.

In this connection he discusses the relative strength of
sexual and all other impulses, He regards the former as
stationary and the latter as progressive,

“No doubt the sexual impulse creates a constant
tendency in the human race to jncrease till' they
approach the limit at which the earth could sup-
port its population . . . . . But before we contem-
plate mankind starting on such a career, we must
recollect that a tendency imparted by one part of
human nature may be by no means the tendency
imparted by the whole of human nature, with all its
impulses, but may be modified, balanced, or over-
balanced, by the aggregate impulses which act in
an opposite direction. And here we must remark,
that the sexual impulse continues, at most, sta-
tionary. I say at most, for there are not wanting
facts and arguments to show that it diminishes
as the minds and imaginations of men are directed
to other objects. . ... But the impulses which lead
to its control are not staticnary — they go on in-
creasing in number and joint power as the cbjects
of men’s desires increase, as the mass of what may
be called their secondary wants increases.”?

3 Literary Remains, p. 165,
? Literary Remains, pp. 469-470,
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He strongly emphasizes the facts that as secondary wants
multiply among the different classes of society, motives of
prudence in regard tc marriage multiply with them; that
weights are increased in one scale while those in the other
continue stationary; and that each additional want creates
an additional motive for forbearance while the impulse to-
wards marriage remains the same.

Jones’ doctrine of secondary wants is based on his theory
of consumption, in which he regards imitation as an im-
portant factor in the progress of consumption. The fash-
ion of dress and furniture of the nobility and gentry of one
age are found to have passed, and to prevail among the
peasantry of a succeeding generation.! He points out the
cumulative effects of imitative power in consumption, thus
anticipating Veblen’s theory of the leisure class. He also
appeals to history to show that in his time people are not
worse fed than their forefathers, nor in England are more
laborers employed in producing food than formerly.

After discussing the defects of Malthus’ division of checks
on population, Jones takes up the theory of arithmetic and
geometric ratios which, he declares, is incorrect. “Let a
country, of which the members have been stationary or
increasing slowly, double its members; in twenty years
the proportion of fertile females in the young population
will be less than it was when the movement began, There
will be a larger proportion of female children, under the
age of childbearing, and the population will not posses
exactly the same powers of doubling, in the given period,
that the old one possessed.? He aiso refuses to accept
the arithmetic ratio, saying that though this may be true
in particular cases, and generally at some future time, it is
not true in all cases, and at all times. However, Jones
arguments against Malthus are not strong, but often eva-
sive. He did not point out that Malthus seems to have

i Literary Remaging, p, 236.
2 Literary Remains, p. 150,
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overlooked the point that to increase in a geometrical ratio
is not necessarily the same thing as doubling every twenty-
five years. Nor did he attack Malthus on the arithmetic
ratio with the significant fact that since in North American
Colonies the population increased for a long period in a
geometrical ratio, then this population must have been fed,
and consequently the annual produce of food must also have
increased in a geometrical ratio.?

On the relation between the increase of wages and the
growth of population, the economists of his time have
sometimes contended, and sometimes taken for granted,
that after certain intervals the prices of articles consumed
by the laborers would determine the wages of labor by re-
acting on the supply of labor and thus affecting the rela-
tions of demand and supply of labor in the market, which,
in turn, at any given time, regulate the price of labor. Ac-
" cording to these classical economists a rise in real wages,
" whether occasioned by a rise of the money amount of the
laborer’s wages, or a fall in the prices of the articles he con-
sumes, will always give an impulse to population, and will
stimulate its vast powers of rapid increase till the numbers
of laborers will be greater relative to the demand, so as to
bring down the real wages to the amount of commodities
which he consumed before the rise took place. Jones con-
siders such a supposition erroneous. Against this “iron
law of wages” in relation to population he argues on the
basis of social and other considerations.

“When speaking of the progress of population,
its movements are frequently reasoned upon as if
they depended wholly on the changes in the rate of
wages. This is not correct; for various causes,
moral and physical, besides the changes in the rate
of wages, may contribute powerfully to influence
the tendency of population to increase or decrease

1 Edwin Cannan: History of the Theories of Distribution snd Fro-
duction, p. 140.
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more slowly or more rapidly at different periods of
its existence,”?

Then he sets forth his general principles that every increase
of real wages may either accelerate or retard the progress
of population, and that every decrease may also either ac-
celerate or retard that progress. To this general principle
he is cautions {0 make one exception, in the event
that the population is already at the minimum of subsis-
tence, and a decrease takes place in the rate of wages. Sach
a decrease, at such a time, necessarily retards and cannot
possibly accelerate the progress of population. This single
case excepted, a rise of wages may lead to an increase in
the populatjon, as it obviously supplies the means of main-
taining larger numbers, or it may lead to the gratification
of secondary wants, and so obstruct its increase. A fall
of wages may check the increase of population, but such
an effect may be obviated by relinquishment of secondary
gratifications, which would preserve the means of sub-
sistence undiminished in quantity.

Thus we see that in every case in which the people are
not living on the minimum of subsistance, the same varia-
tions in the rate of wages may, according to circumstances,
act on the rate of increase or decrease of population in two
different and opposite directions., There are four possibili~
ties.

A. A Rise in Wages.

1. It may either multiply artificial wants and re-
fined consumption, leaving the rate of increase-
of population stationary; or

2. It may be extended in primary necessaries
and accelerate the rate of increase of populz-
tion.

i Literary Remagins, p. 167,
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B. A Fall in Wages.

1. It may either diminish the consumption of ar-
ticles induced by artificial wants, leaving the
rate of increase of population stafionary or ac-
celerated; or

2. It may diminish the consumption of primary
necessaries and retard the rate of increase of
population.

In attempting to point out the circumstances which help
to determine whether changes in the rate of wages shall
affect the numbers or the habits of the people, Jones first
examines those which determine the results of a rise in the
wages of labor. Arranged in order of importance, the
“form” in which wages reach the hands of the laborer
should be mentioned first. When wages are paid in kind,
_ the effect of a rise in wages is to accelerate, and of a fall
of wages to retard, the increase of population. But this is
not so when wages are paid in money. A rise of wages
paid in produce is not so likely to create more secondary
wants as to administer to the primary wants of additional
numbers. If one laboring family receives an additional in-
come in the shape of raw produce, and another in the shape
of money, it seems obvious that the receiver of the money
income is more likely to add to his list of comforts than the
receiver of raw produce. It is a most natural and easy course
for this last-named individual fo increase his consumption
of primary necessaries. He has reoceived a direct addition
to his means of subsistence. The receiver of money has
in his hands what may as easily be used to enlarge his
maintenance. In all cases, the receiver of wages in money
will have greater facilities for buying comforts and luxu-
ries than the receiver of wages in produce. Jones concludes
that Malthus was wrong in urging that, because a deficien-
¢y of the means of subsistence is a check to population,
therefore a superfluity of them must necessarily be a spur
to it.
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The second modifying circumstance is the length of time
during which the change of wages is broaght about, A
sudden rise of wages will be apt to cause a forward move-
ment of population. A gradual rise of wages will beget 2
desire for secondary wants. The time consumed in effect-
ing any given change in the rate of wages is very impor-
tant, because in whatever shape wages are received, if a
change of habits is to follow any rise, the progress of the
rise must be gradual, and sufficient time must elapse to
enable the population both to acquire new tastes and wants,
and the habit of considering a command of the means of
gratifying them essential to comfort and respectability. A
sudden increase of means will ordinarily be used only to
gratify more fully tastes and wants already familiar.

The third factor affecting the influence of a rise in wages
on numbers of the population will be the abundance or the
scarcity of commodities suited to the gratification of sec-
ondary wants. To create habits of consumption among
a population in possession of increasing wages, several re-
quirements will be necessary. The people must acquire a
knowledge suited to their tastes. Cheapness is the main
instrument of familiarity with humble comforts. Commo-
dities must be presented to the people at such a reasonable
price as to be within the reach of the successive additions
to their means. In a country which has no domestic manu-
facturers, the first step, certainly, towards familiarizing
the people with them is to admit the best and cheapest that
can be procured from abroad. The next step is to remove
all obstacles which obstruct the production of home com-
modities suited to the new and growing wants of the people.

In the fourth place, the existence or non-existence of
many classes approximating, but not confounded with, each
other, and of all intermediate classes between the highest
and lowest ranks of society, will have great influence in
determining the effects of a rise in wages on the size of the
population. The presence of numerous gradations in the
rank and wealth of the population will develop imitative
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power in consumgption very easily. All classes in the society
will form a iong chain, conveying by a sure and gradual
communication some of the feelings and habits of the high-
est successively downwards to the very lowegt ranks. The
influence of this fact on the habits of the laboring classes
during an advance of wages becomes necessarily greater
as the increased means can be applied to the acquisition of
comforts and luxuries.

Fiithly, the degree of civil liberty enjoyed by the people
and the hope of elevation into the upper walks of society
will be a powerful motive to the deferring of marriage and
hence of an increase in population. [If there are laws
which impede changes in the occupations of families and
if there are differences of ranks perpetuated and enforced
by habits, imitative power and foresight of a peaple will
not be encouraged. )

The sixth circumstance will be the influence of parents

" in determining the age of marriage of their children. In
addition, the facilities for investment of the savings of the
laboring class will have great influence upon the growth of
their numbers during the advance of wages. And the best
factor is the extent and nature of the education of the
laboring classes. This question of education enters largerly
into all views of the causes which promote foresight and
self-respect among the people.

On the other hand, the effects on the size of the popu-
lation of falls in the wages of labor will be conditioned,
according to Jones, by the same circustances as those that
influence the results of a rise. Thus, if the fall of wages
is sudden, it will be injurious to the health of the people;
if gradual, it will be less harmful. As to the other circum-
stances, a reference to what we have said of their opera-
tion during the process of a rise will sufficiently indicate
their tendencies and influences during a fall.

In summary, it may be said that Jones discussed in his
theory of wages two problems, the doctrine of the wage-
fund and the principle of population. He did not offer a
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general theory of wages. In his first group of laborers,
the hereditary occupiers and tenants, he considered wages
as a “flow” rather than a “fund.” They are composed of
food and necessaries, and their amount is fixed by rent
contracts with the landowners. The wages of the second
group of {aborers, the hired dependents, are also derived
from current income, not from capital. These wages may
be paid either in terms of raw produce or in terms of
money. Only the wages of the third class of laborers come
from capital. Here he offered a demand-supply theory of
wages.! Against the rigidity and predetermination of the
wage-fund Jones argues that wages are vatious and dif-
ferent. He thus questions rather the scope of the classical
doctrine than its validity where the assumed conditions are
to be found.?

Economists of his time often discussed the problem of
population in connection with the law of diminishing re-
turns. But Jones was interested in the relationship between
the fluctuations of wages and the size of the population.
He set forth his doctrine of secondary wants as a real
check to the growth of numbers. He examined the rela-
tive strength of human impulses during the progress of
civilization, and emphasized the instinct of imitation as an
important factor in the progress of consumption.

1 He says the price of labor, like the price of every other commodity,
depends at any time and moment on the supply of labor in the market
compared with the demand for it. (Lsterary Remains, P. 146).

AE, W. Taussig: Wages and Capital, p. 210.



CHAFTER VI

TaEORY OF PROFIT
I. The Sowrce of Capital

WEe have mentioned that Jones’ theories of rent and of
wages, though appearing in his Distribution of Wealth, were
discussed from the viewpoint of production. Similarly,
his theory of profit is largely a theory of production rather
than an analysis of factors determining the amount of
profits.

In Jones’ theory of profit we notice three differentiating
and important characteristics. In the first place, the econ-
"omists of his time all looked upon circulating capital as
the most important part of capital, and upon the funds for
the maintenance of labor as almost the only component of
that circulating capital. Fixed capital was sometimes so
completely forgotten that capital could be used to indicate
the funds for the maintenance of labor only, machinery be-
ing put in a separate category. Ricardo, in the preface to
his book, makes machinery a2 requisite of production, in
addition to capital.? It was Jones who emphasized the
importance of auxiliary capital in the production of wealth.

In the second place, Jones maintained that capital is not
accumulated solely from the profits of stock, and that it
is not necessarily true that the accumulation from profits
will be great where the rate of profits is high, and small

1“The produce of the earth—all that is derived from its surface by
the united application of labor, machinery, and capital, is divided among
three classes of the community; namely, the proprietor of the land,
the owner of the stock or capital necessary for its cultivation, and the
laborers by whose industry it is cultivated” Ricardo: Principles
of Political Economy and Toxation. p. 1. {Gooner's Edition).

1i4
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where the rate of profits is low. His criticism of the con-
temporary theory of the accumulation of capital has been
noted and appreciated by later writers. !

Consequently, in his theory of profit, he discusses three
problems, namely, the source of capital, the accumumlation
of capital, and the function of capital. Capital consists,
as he conceives it, of all such commeodities as are employed
in producing wealth, or are advanced towards the main-
tenance of those who produce wealth. Capital is some-
thing saved from revenue, and employed for the purpose of
producing wealth, or with 2 view to profit. Jones put
more emphasis upon the production than upon the distribu-
tion of wealth.

Capital, being something saved from revenue for the
purpose of assisting production, the sources of capital con-
sist of all the revenues of the population of every country
from which it is possible that any portion can be saved.
Hence, it follows that whatever is a source of revenuie may
be a source of capital. The particular classes of revenue
which contribute most abundantly to the progress of na-
tional capital change at different stages of their progress,
and are found entirely different in nations eccupying dif-
ferent positions in this progress. Since different revenues
contribute in unequal proportions to the accumulation of
capital of different nations at different stages of their eco-
nomic progress, profits are never the sole source of accu-
mulation, and what is more, they are the main source of
such accumulation only in a few rare instances.? The ear-
liest contributions to capital must be from wages. Man

10n the subject of accumulation, Prof, Nicholson says, “Special
attention may be called to the criticism by Jones of previous writers™
{Dictionary of Pelitical Economy, Vaol. 1, p. 2.).

% He said that the error of regarding capital as accumulated solely
from the profits of stock results from views confined %o the state of
things in England, where it iz chiefly so accumulated, instead of ex-
tending to the rest of the world, where it is not 5o accumulated to
any considerable degree. {Literary Remains, p, 226).
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originally possesses nothing but his labor ; whatever revenue
he procures must be the reward of his personal exertions.
The reward of personal exertion is wage, and wages are,
necessarily, the earliest source of accumulation® They are
a considerable source of accumalation in the less advanced
nations. Even in England, the first savings deposited in
the Saving Bank of England are a proof of this fruithful
source of capital. Wages are clearly, therefore, a source
of accumulation which is not to be neglected when we are

caiculating the capacities of any nation to increase its cap-
ital.!

The next source of capital, almost contemporanecus in
appearance with wages, is the rent of land. When land
has been appropriated and cultivated, Jones holds, such
fand yields to the labor employed on it more than is
necessary to continue the kind of caltivation zlready be-
stowed upon it. Whatever it produces beyond this is sur-
plus produce. This surplus produce is the source of prim-
itive rents. (Over a considerable part of the globe these
primitive rents are one great sources of the capital actually
employed in agriculture. Even in an advanced state of
economic organization, like England, the rent of land re-
mains a most important source of mational accumulation.
Jones maintains that it is important to remember that there
is a long stage in the progress of the productive powers
of nations, that stage, indeed, at some point of which most
of the nations of the earth are to be found, during which
the accumulations from profits necessarily bear a small
proportion to the accumulations from wages and rents,
simply because that proportion of the revenues of the
people which is derived from the profit of stock is exceed-

i Prof. Bowiey has estimated that immediately before the War and
for a long time previously some 6234 per cent of the income of the
United Kinpdom was derived from work and some 3734 per cent from
property. (Quoted from Pigou's A Sizdy s Public Finance, p. 145},
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ingly small when compared with the revenues derived from
wages or from rent.?

When a considerable advance in the powers of national
industry has actually taken place, profits rise into compar-
ative importance as a source of accumulation. On profits,
as a source of accumulation, Jones makes the bold state-
ment that the power of a nation to accumulate capital from
profits does not vary with the rate of profits; that is, it is
great where the rate of profit is low, and small where the
rate of profit is high.

“If we look back on the past history of England,
we shall find that during the period in which her
wealth and capital have been increasing the most
rapidly, the rate of profits has been gradually de-
clining; and if any other nations are to proceed
from their present position to hers, it is, therefore,
not merely possible, but judging from her example,
probable, that their increasing quantities of nation-
al capital will be accumulated with a declining
rate of profit.”? '
He makes a distinction between the rate of profits and the
mass of profits,® and denies that the national power of
accumulation from profits is dependent upon the rate of
profits, Let us assume, he says, any two nations to have
equal populations; the power of each nation to accumu-

1 Jones' opinion has been adopted by Marshall in his Principles of
Economics, p. 229,

3 Literary Remaing, p. 370

The kistorical fafl in the rate of interest is seen to be the matural
result of increase of capital in proportion to population, unaccompanied
by the discovery of new and profitable means of utilizing capital suffi-
cient to counterbalance the other force.

3 He states that the rate of profits is the proportion whick the reve-
niue to the owners of stock bears to the amount of capital they employ;
vwhile the mass of profits is the proportion which the revenue derived
from the capital employed bears to the population and to revenues of
every other description, {Literary Remains, p. 52).
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late capital from profits would depend on the relative masses
of the profits produced by them, which again would de-
pend not alone on the rate of profit in each, but on the
rate of profit taken in combination with the relative quan-
tities of capital employed. Here Jones has onfy the mass
of capital in mind; he even declines to accept the rate of
profit as a factor in encouraging accumulation. To him,
the conception of aggregates is more important than that
of averages. So he emphatically decries the notion that a
declining rate of profits is necessarily an indication of a
diminishing power to accumulate from profits.

In speaking of the sources of accumulation, Jones has
hitherto dwelt exclusively on the three great primary div-
isions of revenues. But an estimate of the accumulations
of the owners of these, he says, will not comprehend all
the incomes from which additions are actually made to the
capital of nations. In order to calculate the power of
nations to accumulate capital from their various sources, we
must trace those revenues into the hands of the persons
who have ultimately the power of saving or of consuming
them. There is no kind of revenue, from the beggar’s alms
to the sovereign civil list, which may not contribute some-
thing to the accumulating capital of the country.?

IL. The Accumulation of Capital

As to the capacity to save, it is evidently limited by the
extent of the surplus revenues of every branch of the pop-
ulation, If these revennes are on the whole abundant, the
national capacity to accumulate capital is great; if, on the
other hand, they are scanty, the.power of the nation to
accumulate capital is proportionately small. But the power
being given, the will to save may be different among dii-
ferent people. Jones set forth five circumstances which de-
termine the inclination to accumulate,

i Litevary RKemaing, p, 38,
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The first circumstance will.be the difference of temper-
ament and disposition in the character of the people. To
abstain from present consumption with a view to future
advantage obviously requires some degree of prudence, of
foresight, and some power of self-denial, and with these
moral qualities, it may be said, different nations are, from
physical constitution, very differently endowed. But Jones
argues that men are much more the creatures of circum-
stance in which they are placed, than, at first sight, they
seem to be; and if, in all other respects, the communities
of the various nations were placed in the same position, it is
doubtful whether their accumulations would indicate any
powertul influence of a difference in moral or physical
constitution. At all events, such differences, if they exist,
can not be accurately appreciated until the different popu-
lations can be observed under precisely the same circum-
stances.?

The second circumstance which determines the inclination
to accumulate will be the differences in the proportions in
which the national revenues are divided among the differ-
ent classes of the population. We shall find that powers
and facilities to accumulate varying quantities of capital
to be employed in increasing the fertility of industry often
depends very much on institutions springing up in the in-
fancy of societies, which will affect the distribution of their
wealth, and upon all the relations and means of the produc-
tive classes. Here Jones states three propositions. Where
the revenue of each individual Is extremely scanty, there
is obviously less power of accumulating than where reve-
nues of the same amount are distributed among 2 smaller
number of persons. Again, if there is to be any saving
at all, the revenues of individuals must, on the average,
be rather more than sufficient to maintain them in their
position in society, and if there is to be any considerable
saving, the revenues of individuals must considerably ex-

i Literary Eemains, p. 375,
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ceed that point. Lastly, equal amounts of revenues are
distributed in different countries, not only in different pro-
portions, but among classes of society, different descrip-
tions of consumers, and this makes a very considerable
difference in the tendency to accumulate capifal.

The third circumstance which determines the power to
accumulate deals with the different degrees of security in
the enjoyment of accumulations. Any kind of violence,
whether proceeding from bad government or a badly organ-
ized condition of society, is an impediment to the accumu-
lation of capital. This kind of insecurity exists long in
the career of many nations, and is the cause of stationary
productive powers over a considerable proportion of the
earth’s surface. It is impossible to read the history of feudal
times in Europe without seeing how completely the law-
less violence of the feudal barons must have made the se-
curity of the cultivators precarious. In Asia, the insecurity
of property, which results from special types of political
institutions, is 2 more lasting and extensive source of mis-
chief. However, open violence is not the only source of
insecurity for the enjoyment of accumulation: a bad sys-
tem of taxation may produce the same effects.

Fourthly, different facilities for the investment of savings
may affect the accumulation of capital. Supposing the
safety of every man’s accumulations secure from open
violence of fiscal wrong, we shall even then find different
countries differing much in the facilities they offer for the
investment of such savings, for example, the creation of
savings banks provides facilities for stimulating accumula-
tion. Other things being equal, mere differences in the
facility of investing savings promptly, safely, and profitably,
would create very appreciable differences in the amount
accumulated in a given time. The last circumstances which
determine the capacity to save will be the influence of facili-
ties for improving the social position of the zccumulator.
When there is perfect security for the enjoyment of ac-
cumulations, when there are good facilities for investing
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them, and when obvious means present themselves for
making such accumulations the means of advancing the
social position of the saving parties, then all the circum-
stances are combined which impart the will and desire to
save through all rank of population. But in the progress
of nations, cbstacles to any change in the position of large
masses of the people are practical and very efficient imped-
iments to the spread of the spirit of accumulation. The
economic machinery and political institutions of the major-
ity of nations are opposed to facility in changing social
status. Jones mentions three kinds of obstables in Europe,
namely: the distinctions of blood and race, the paucity
of non-agricultural occupations, and vicious legislation and

regulations as to the privilege of carrying on these occu-
pations,

After a discussion of the circumstances conditioning the
accumulation of capital, Jones considers the increase of
capital as a consequence of social improvement in the earlier
stages of the economic progress of nations. Since social
improvement is a great factor for the encouragement of
accunmulation, it should be emphasized more than the sud-
den importation of capital from abroad. In this case he
seems not in favor of foreign loans which might be used
to improve the internal social conditions.

“It is to be remarked that an increase of capital
is, in the first instance, the effect and not the cause
of social improvement; afterwards they move in a
circle, mutually producing and produced. And
hence it is that capital imported from abroad into
a country can never augment the efficiency of labor
so extensively or so permanently as capital gener-
ated and accumulated upon the soil itself”?

i Literary Remains, pp. 12, 30.
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II1. The Function of Capital

When discussing the function of capital Jones first makes
a distinction between two kinds of capital. The first is
supporting capital, used for the maintenance .of laborers,
and the second is auxiliary capital, employed in increasing
the efficiency of their labor, He discusses different effects
of capital employed in these two different ways rather fully
in connection with his theory of rent. The first difference
between the application of capital to industry in the sup-
port of additional laborers and that in the shape of im-
plements or anything which is the result of past labor as
auxiliary to the efforts of the lazborers actuzlly employed
is that in the first case the quantity of human power, com-
pared with the capital employed, remains unaltered, while
in the second case, it is invariably increased, If a capital
is used in employing three men on the scil, and then that
capital is doubled, and six are employed, the power em-
ployed in production is doubled, but it is not more than
doubled; we have no reason for assuming that the labor of
the three men last employed will be more efficient than
that of the three men first employed. But if, instead of
using the new capital in employing three fresh labaorers,
means are found of applying it in some of the shapes of
auxiliary capital to increase the power of the three laborers
already employed, we may then safely take it for granted
that the efficiency of the human labor employed has been
increased, and that the three men assisted by this auxiliary
capital will have powers which six men employing all their
power directly to the soil would not possess.! It is admit-
ted that in agriculture, the effect of auxiliary capital in
strengthening human power is less obvious, perhaps, than
in manufacturers,

The second difference between the effects of the employ-
ment of auxiliary capital, and of capital applied directly to
the support of additional labor, is that when a given guan-

1 Distribution of Weallh, p. 207,
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tity of additional capital is applied in the shape of the
result of past labor, to assist the laborers actually employed,
a less annual return will suffice to make the employment
of such capital profitable, and, therefore, permanently prac-
ticable, than if the same quantity of fresh capital were ex-
pended in the support of additional laborers. In other
words, the difference between auxiliary and the supporting
capital lies in the duration of reproduction.? Jones affirms
that the direct benefit of supporting capital is to help a work
to be continuous; that it is limited by the amount of popu-
lation and the rate of wages, and that it prevails only in
certain undeveloped nations. He emphasized the accu-
mulation of auxiliary capital, which is very important in
tracing the progressive wealth of nations. The progress
of auxiliary capital both increases the command of man
over the powers of the soil relatively to the amount of
labor directly or indirectly employed upon it, and diminishes
the annual return necessary to make the progressive em-
ployment of given guantities of fresh capital profitable.

In his discussion of the productive power of nations,

1Jones gives the calculation as follows:

“Let us suppose 100 £, employed upon the soil in the maintenance
of three men, producing their own wages, and 10 per cent profit on
them, or 110 £, Let the capital employed upon this seil be doubled,
and first let the fresh capital support three additional laborers. In
that case, the increased produce must comsist of the full amount of
their wages and of the ordinary rate of profit on them, It must con-
sist, therefore, of the whole 100 £, and the profit on it; or of 110 £.
Next, et the same additional capital of 160 £ be applied in the shape
of implements, manures, or any results of past labor, while the number
of actual laborers remains the same. And let this zuxiliary capital
last on the average five years: The annual return to repay the capital-
15t must now consist of 10 £, his profit, and of 20 £, the annual wear
and tear of his capital: or 30 £ will be the annual return necessary
to make the continuous employment of the second 100 £ profitable,
instead of 110 £, the amount necessary when direct iabor was em-
ployed by it." (Disiribution of Wedlth, p. 211).
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Jones set forth three factors affecting the efficiency of labor,
namely, the continuity with which it is applied; the skiil
by which it is directed; and the power by which it is aided.
All these causes are conditioned by the employment of
capital. It is self-evident that labor, steadify continued,
must be more productive than that which is desultory. Be-
sides, the time obviously lost by an intermission of labor,
time is always indirectly lost in discontinuing one species
of exertion and changing to another. It is capital, or the
past results of human labor, that fulfills the conditions on
which its continuity is alone possible.! Secondly, the effi-
ciency of humar labor is affected by the degree of knowl-
edge and skill by which it is directed to effect the purpose
of the producer. An ignorant savage might hammer a
whole day on a piece of cold iron, and not produce a use-
ful object since he lacked a knowledge of the effects of heat
on the maileability of the metal. If the continuity of labor
is practically the result of the employment of capital in
production, the skill with which it is exerted is likewise
so. The mind and thought employed in directing human
industry is either the mind and thought of the capitalist
or that of a skilled laborer paid by him for the purpose.
As continuity and skill in the exertion of labor are depend-
ent on the progress of the accumulation of the past results
of labor, the third element of efficiency — the power with
which it is exerted — is yet more cbviously dependent than
the other two, since the national mass of auxiliary capital
may increase indefinitely, and at every step of such increase
there is an increase of mechanical power.

Two great influences of auxiliary capital upon the pro-
ductive power of nations are mentioned by Jones. The
first is the great increase in the relative numbers of the
non-agricultural classes. This means that more capital
instead of more laborers will be employed in the cultivation
of the soil when the factors in production are apportioned

 Literary Remging, p. 12, 30.
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The increase of auxiliary capital is, of course, not the only
circumstance which affects the proportionate number of
the two great classes of caultivators and non-cultivators.?
Any cause which increases the efficiency of the actual cul-
tivators may do so, but an increase of auxiliary capital is
the only cause which, in the ordinary progress of civilized
nations, we are sure must exercise a progressive infiuence
in this respect.

The second influence of auxiliary capital is that its
increase adds to theé revenues of the intermediate classes.
The wealth, the influence and the numbers of capitalists
in the community will be proportionately increased as auxil-
iary capital accumulates. Jones remarks that we can watch
the growth of capitalists, and observe them at first scarcely
distinguishable as a peculiar body, then separating them-
selves slowly from the mass of Iaborers or landowners with
whom they were before confounded, assuming a gradually
increasing share in the direction of national industry; and
influencing at last, in the most decisive manner, not only
the productive powers, but the social and political elements
of nations. In tracing the economic progress, or in ana-
lyzing the respective powers of different nations, he finds
the distinctive division of wealth called capital playing a
most important part in modifying the ties which connect
the different classes of the community, and in determining
their respective powers.? The relative increase in the num-

i Jones regards the agricultural surplus as the most important thing;
its amount limits the number of the nom-agricultvral population of
the earth, and its distribution determines the occupation of that por-
tion of the population. This might be true before the development
of capitalistic society. In an age preceding the distinctly modern
cpoch, standards of consumption were, for the most part, definite.
The surplus of feod produced was a rough indication of the probable
magnitude of the non-agricultural population. But in modern society,
on the contrary, warts are so complex and subject to such great varia-
tions that it would be hazardous to predict the result of any but the
most striking changes in income.

A Litergry Remains, p. 556.
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bers of the non-agricultural classes, and the relative in-
crease of the revenues and numbers of the intermediate
classes are both changes of considerable importance in
the progress of society. -

The use of auxiliary capital will also mark the degree of
civilization of different nations. Nations advanced in
wealth expend much more of their capital in aiding labor
than in paying wages.

“In England, the amount of capital paid to
laborers bears a proportion to the amount of auxil-
iary capital of one to five; while in Russia, capital
is almost equally divided between wages and aids
to labour.™?

In summary, Jones’ theory of profit covers a discussion
of the source of capital, the accumulation of capital and
the function of capital. All these topics he closely relates

. to the theory of production of wealth. He did not ex-
plicitly give the origin and cause of profits. Nor did he
offer any distributive theory of profit in a definite form. -
Contention that capital increases efficiency in the produc-
tion of wealth secems to imply that the share paid to the
capitalist is due to the productive power of capital — a
productivity theory of interest. In tracing the source of
capital he just touched the idea of an aggregate profit which
depends upon the amount of capital as well as upon the
“rate of interest, This implies that his distributive theory
of profit is not a theory of profit in percentages, but rather
a theory which determines the proportioms in which the
mass profits are divided among the various capitalists.

i Literary Remaius, p. 229,



CHAPTER VII

Jones' Oraer THEORETICAL CONTRIBUTIONS
I. The Balance of Bargain System

IN order to comprehend the whole system of Jones’ politi-
cal economy it is necessary, in addition to his theory of
rent, wages, and profits, to discuss his historical work on
the balance of bargain and his theory of taxation, which
includes the question of commutation of tithes. These theo-
ries do not deserve the prominence of his other ideas, pre-
viously treated, but their significance should not be be-
tittled and no exposition of his work can be complete with-
out something being said on them.

Jones’ institutional economics led him to discuss the prim-
itive political economy of England. He was the first to
coin the phrase “the system of the balance of bargains.’™
He was also the first to direct his attention to this phase
of the whole mercantile system. Although his article first
appeared in the Edinburgh Review in April, 1847, the idea
had already been discussed in his lectures at Kings® College
in 1833. “To draw, then, to this noble realm at least its
fair share of the world’s stock of gold and silver, two sys-
tems prevailed at different periods of our story; but al-
though these systems had this common object, they differed
much in their means, their working and effects, and ought
never to be confounded, although they are confounded very
generally, under the name of the mercantile system, which
only made its appearance late, and did not last for a cen-
tury, Its various parts (of the older system) may be ac-

i1In a modest manner he said that this system might be diied, if
we wish o give it a name, the balance of bargains system. (Literary
Remasns, p. 547).
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curately traced in our statute book and ancient documents,
but as a systematic whole, it has, I think, escaped the potice
of our historians.”?

Adam Smith had discussed the aim of the mercantile
system in his Wealth of Nations (Book 4) but he did not deal
much with the means by which the mercantilists were to
realize their aim. Jones was the first to bring to light the
regulations and various measures of the mercantile sys-
tem. In criticizing that school, writers frequently empha-
sized the confusion of precious metals with national wealth
as the source of their error. But Jones attacked this prob-
lem from another angle, with more insight and more deli-
beration. e regarded the absence of military conquest
and economic imperialism as the logical results of the earlier
Engtlish legislation, which adopted restrictive means of
obtaining precious metals. It was a peaceful method; it
had its own justification. “Admitting the non-productive-
‘ness of our own mines, and putting conquest and spoliation
out of the question, the conclusion seemed very reasonable.”™

The provisions of the balance of bargain system divided
themselves into two groups: the constructive plan contained
those by which it was sought to bring bullion into the
country; the preventive plan, those by which it was sought
to prevent it from going out of the country. The first plan
must precede the second one: the problem is, first to get the
bullion, and then to keep it in the country.

Two organizations were used for the constructive pur-
poses—the Staple towas, and the corporation of the Mayor
and constables of the Staple. The former was universal
on the continent, the latter peculiar to England. The Staple
town was named, it is supposed, from the German word
Stapelen, to heap up, because, as they were perpetual fairs,
commodities were to be found heaped up all the year round.
The system of the staple consisted in part of the principle

t Literary Remains, p. 34
2 Literary Remains, p. 295,
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of establishing fairs and markets. It was necessary for
mutual protection and for regulation of trade and prices
that merchants should form a company, and it was also
profitable to the king, as both increasing the customs reve-
nee and facilitating its collection.’ The measures for car-
rying out the preventive plan, according to Jones, were four
in number, namely, the establishment of mints, the search-
ers and the customers of the outposts, the King’s exchanges,
and the statutes of employment. Concerning the logical

i Before the reign of Edward I the export trade of England was
principally carried on by foreigners, of whom the most important were
the Hanse merchants. It was in 1313 that this plan.of both home
and foreign stazples was first adopted by England, The staple comme-
dities of England were wool, hides, leather, lead and tin. Wonl,
especially, was the subject of particular care; it was the soversign
treasure of England, with whick she was said to keep the whole world
warm, The Mayor and the constables were authorized to select some
towns and to punish by fine all dealers carrying wool or wool fells to
any other place, and were anthorized to change, for a time, the Staple
towns at their discretion. The reign of Edward III exhibits more
strikingly than any other the influence and results of this plan on the
finance and prosperity of the country. He established staple courts,
staple law, and staple privileges in various towns of England and Ire-
land. His extraordinary resources in the war with France seem to
have heen almost entirely derived from duties on the export of wool
The weight of wool for export was to be certified by the Mayor, and
at the port it was to be again weighed, and an indenture of the weight
made between the Mayor and the custom officers.

Export trade was restricted to aliens under the pain of desth. {In
this year the Ordisance of the Staple was issued). In 1353 there were
ten Staple towns in England. The appointment of home staples only
was thought to be advantageous to Engiand because jt would break the
monopoly of Flanders, and the consequent competition would raise
the price of wool, while the foreign merchants wouid bring in gold
and silver of other lands and this the increased revenue from the cus-
toms, which was heavier for aliens than for Englishmen, would bring
in large supplies. But the high duties, as well as the extensive smugg-
ling, prevented the success of the home staples, so in 1363 the Staple
was established at Calais where until 1558 it continued tc be the most
censtant and even the scle English staple,
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order of these preventive methods, the King’s exchangers,
and the searchers and the customers should be mentioned
first. The King’s exchanger was a commercial supervisor
in the modern sense, with almost unlimited power over
the money transactions of the country. His chief duty
was to determine the value of all foreign coins in English
money, and the foreign merchant who landed with foreign
money in his possession was bound to go to the officer for ex-
change. In addition to this, the exchanger was authorized
to handle the negotiations of foreign bills of exchange.
The customers were fiscal agents whose duty it was to col-
lect revenue.

The mint was established for two purposes. In the first place,
when the foreign coin had reached England, it might be re-
exported. In the second place, it might be estimated at
some value different from that which the King declared
its true value when measured against English coin. The
former question was a kind of economic illusion, while the
Iatter involved a legal theory of money. In those days it
was believed to be one of the most precious prerogatives
of Kings to fix the value of the coinage. No one had the
power to interfere with this prerogative, and, according to
this principle, no foreign coin should be used in England
for any other purpose than that of being exchanged for Eng-
lish coin at the King’s mint, or by the King’s exchangers.
The sovereign always set his own value on his own coin,
and no foreigner interfered with his decision. After the
par of exchange had been determined, the foreign money
was estimated and recoined, and, the King's high prerog-
ative fully vindicated, a next step was necessary to pre-
vent the exportation of money, It was decided that before
foreign merchants left the country they must give satis-
factory proof that they had employed all the money they
had received for their imported cargoes in the purchase
of English commeodities, so that no money remained in their
hands to be carried away. The various acts passed to en-
force the rule are called the Statutes of Employment. The
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most effective machinery for the inspection of all such deal-
ings was the "“host.””?

A still more pecaliar economic phenomenon was the regu-
lation of the sale of pilgrims’ bills. For if the selling of pil-
grims’ bills were in the hands of foreigners they may con-
trive to smuggle money abroad, and hence it was decreed
that whenever such a bill was negotiated, the foreigner
should give bond to the exchequer that he would within a
given time export to the continent a cargo of English com-
modities fully equal in value to the money he had received
for the bill.

But these regulative measures could hardly be carried out
consistently. As soon as the situation changed, the regu-
lations could no longer be maintained. The first blow struck
at the system lay in the growth and changed circumstances
of England, These circumstances, according to whether they
were economic forces or political changes, may be arranged un-
der four heads: the establishment of merchant adventurers
which should be reckoned with the foremost among the
forces which threw the system of the balance of bargain
out of gear; the use of the foreign bill of exchange; the
degradation of the currency, and the capture of Calais by
the French, After the balance of bargain system was crip-
pled, the balance of trade system was introduced to take
its place.

' The Statute of Employment provided that all merchant strangers
coming to traffic in any port in England should be under the supervi-
sion of certain persons called “hosts,” to be assigned to them by the
officers of the town, The qualifications of hosts were that they must
be creditable persons, expert in trade, and trading in the commodities
of their guests, The host was to be privy to all the bargains made by
the stranger. He was to keep an accurate book of every bargain made
by the foreigner, If any foreign merchant neglected to report himself
as needing a host, or, having one, failed in obedience to him, he was
to be put in prison. These measures not only prevented the exporta-
tion of money but also encouraged domestic industry and opened a
ready market,
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The essential characteristic of the balance of trade sys-
tem was the constant accession of fresh masses of bullion
through foreign trade. It entirely abandoned and repudiated
all the expedients and machinery by which she earliest
framers of the balance of bargain system had attempted
the same object. Jones gave no less credit to Thomas Mun,
who was the first to attack the balance of bargain system,
than to Adam Smith’s work in minimizing the doctrine of
mercantilism. He remarked that it took several centuries
to expel the fallacy of the balance of bargain system, just
as it took hundreds of years to repudiate the mercantile
policy. His method was always to discover the origin of a
system and then trace its downfall. His historical treat-
ment of economic institutions from primitive to modern
times reveals the continuity of economic thought and the
dynamics of economic conditions.

II. Theory of Taxation and Tithes

Taxes, are, according to Jones, the shares of the gov-
ernment in the revenue of a country, the sources of revenue
being rent, wages, and profits.! He is in opposition to any
single system of of taxation and claims that no portion of
wealth annuaily produced and distributed is marked by the
peculiarity of yielding no revenue to the State. “We shall
attempt to observe the limits of the financial fruitfulness of
each class; and to determine the points at which an attemut
to press further upon a single division ends in 2 real bur-
then upon one or both of the others,?

He points out two errors in the system of single land tax.?
In the first place, rent consists of surplus profits only in a

i “Tracing society then once more through its many forms and many
stages, we shall endeavor to point out what in each is the nature of
revenue drawn by the State from the incomes of the laborers, the land-
owners, or the Capitalists,” {(Distribution of Wealth, Preface, p. 28).

1 Distribution of Wealth, Preface, p. 28,

X Literary Remains, p. 273
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country of capitalists whose capital is endowed with nobili-
ty, such as England. This is not so in a country of capitalists
whose capital is immovable, like Ireland. Norisitsoina
country where no classes of capitalists are found, as India.
In fact, to the actual state of things over a greater portion
of the globe, the definition of rent as surplus profits is in-
applicable. And even in a country where rents are really
surplus profits, it is highly inexpedient to absorb rents by
taxation, For a portion of rent is commonly expended by
landlords in bettering their land with drains, ditches, etc.,
and so adding to its value. In the second place, the sur-
plus profits which are said to constitute rents all over the
world are not owning, solely or principaily, to the superior
quality of the soil. Doubtless the different qualities of dif-
ferent soils is one of the circumstances determining the dif-
ferent amounts of their produce, But'it is a circumstance
of inconsiderable potentiality when compared with the in-
crease of industry, of skill, and of auxiliary capital.

As regards the tax on profits, Jones declares that profits
are taxable till capitalists move their capital out of the
country rather than pay a tax upon it.? A tax upon profit
will diminish capital and in turn a diminution of capital
will cause a smaller demand for labor, and, consequently a
fall in wages, At what points this result will occur, he
admits, is a problem that does not admit of an exact solu-
tion.

Of more importance is the subject of a2 tax on wages. In
his theory of population he set forth three problems, the
last of which concerns the ultimate incidence of a tax laid
on commodities consumed by the laboring class. He main-
tains that it is impossible to tell beforehand that ultimate
incidence of a tax on wages, for this depends upon the ef-
fects of the tax upon the growth of population.? As taxes
on wages are almost identical with a fall in the rate of

1 Literary Remains, p. 276.
¥ Literary Remains, p, 277.
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wages and the abolition of taxes with a rise, their effect is
determined by the same laws which regulate the influence
of 2 change in the rate of wages upon the size of the pop-
ulation. It has been mentioned in discussing the theory of
popuiation that except on one peculiar occasion Eny change
in the rate of wages may either accelerate or retard the
growth of population. Now, suppose a reduction to take
place in the rate of wages, in the shape of a tax, under cir-
cumstances in which the growth of population would be re-
tarded: the diminution of numbers would certainly raise
the rate of wages. In this case, the tax has shifted its in-
cidence from the laborers to their employers, from wage
to profits, Again, suppose the same to be laid on wages,
under circumstances in which it would not effect the growth
of population, but would be met by a sacrifice of secondary
gratifications: the tax would not then shift its incidence.
Jones also discusses direct, indirect, and mixed taxes,
Direct taxes are those which there is no means of escaping
such as the poll tax and appear in the early stages of so-
ciety. Indirect taxes are those which it is the option of
every person to avoid or incur, Mixed taxes are either
indirect in form but direct in reality, or vice versa.

In the history of nations remis appear to have been the
earliest subject of taxation and an increase of indirect tax-
ation marks an increase in national weaith. Taking the
tax system as a whole, he considers the three primary por-
tions of national wealth all taxable. “As it would not be
less unjust than foolish to lay the whole burden of taxation
upon rents, or profits, so it would be a false charity and a
false wisdom to exempt wages altogether from taxes.
Nothing is a more sure sign of 2 vigorous constitution and
a healthy state in a country that for every member of the
community to be competent to bring some contribution to
the general stock.”! He also touches upon the diffusion
theory of taxation: “All these notions about untaxable

iLiterary Remains, p. 280,
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classes of men or revenues are utterly delusive. Taxes are
not always paid by those on whom they are imposed; their
ultimate incidence is not always the same as their apparent
incidence ; but still there is not one class of society, what-
ever be its taxation or employment, which can not be
made to bear its share of the public burthens.”?

As has been said, Jones administrative capacity and theo-
retical soundness were shown in his work for the commu-
tation of tithes. Tithes were originally a free-will offering,
but gradually became compulsory, first by church law, ai-
terwards by statutes. They were the tenth part, free of
the cost of cultivation, of the yearly increase of the land.
Such a system was very vexatious to both the farmers and
the clergyman.® His interest in this subject before 1831,
has already been remarked in his treatment of rent. In
his discussion of the Corn laws he held the opinion: “If
we suppose the tithe commuted and the poor rates done
away with or reduced to a very small sum, then the farmer,
in estimating his peculiar burdens, would be relieved from
a feeling of indefinite pressure, and from many vague
fears of risk and loss, which are kept alive and irritate by
the existence of those payments in their present state. Till
this is done it is very much to be feared that no corn laws
which are really equitable will ever appear to the farmer to
give him sufficient protection, while the non-agricultural
classes will be but too easily persuaded that they added
exorbitantly, and unjustly to the price of provisions.”*

He discussed three propositions with regard to commu-
tation of tithes:® first, that a commutation is desirable;

i Litergry Remains, p, 567.

3 The inconvenienice caused to the clergy by their being obliged to re-
ceive their dues in kind, and to coflect them themselves into their tithe
barns from the different farms in the parish, often produced most un-
desirable friction between tithe-owners and tithe-payers, between pas-
tors and their flocks,

3 Distribution of Wealth, p. 299.

4 Remgrks on the Gevernmeni Bill, 1836.
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second, that the future payments, in lieu of tithes, shall
be applied to the same purpose and paid to the same per-
sons as the present tithes; third, that the first step in the
process shall be to transfer the liability to futurg payments,
from the tenant to the landlords. He also defended the
Government Bill by mentioning three objects of the gov-
ernment in the commutation of tithes. The first object
was to set the capital and industry of the country com-
pletely free to extract the greatest possible amount of pro-
duce in the best manner from the soil. The second ob-
ject was to remove, at the same time, any obstacles created
by the actual mode of collecting their revenues. The last
purpose was to promote the efficiency of the religious in-
struction of the people.

The landlords, the second party in the commutation of
tithes, were affected directly by the measure, in a pressing
manner. The prospect of removing obstacles to the freest
employment of capital by the occupier of the soil and of promo-
ting a general advance of rent were sufficient reasons for the
anxiety which the landowners generally expressed for a per-
moanent settlement of the tithe question. But the third group in
the tithe question, the clergyman, had some interests of an
opposite nature. They had no direct pecuniary object to
gain by effecting a commutation. Considering the ques- .
tion as one of mere profit and loss, they would clearly gain
by postponing commutation or eluding it altogether,

Jones also discussed the causes of the unpopularity of
clerical income derived from this source. Tithes are repre-
sented to the tithe-payer in the form of a bread tax, en-
hancing the expense of cultivation. With the increasing
produce of the soil, both rent and tithes increase; but they
increase at very different rates: the rent slowly, the tithes
faster. Where more agricultural produce is obtained by
the outlay of more capital, it is found by experience that a
greater proportion of the whole produce must be retained
by the cultivator to replace his advances, and pay his profits
on them; and the rent, although becoming gradually larger



OTHER THEORETICAL CONTRIBUTIONS 137

in positive amount, constitutes step by step a smaller rela-
tive proportion of the gross produce. Rent, consisting of
a diminishing proportion of the raw produce, increases
more slowly than tithes, which, however, greatly the pro-
duce may increase, consist always of the same proportion
of the whole, Therefore, while tithes retained their then
present shape there was little hope of getting rid of these
various sources of irritation.

On plans for making the future tithe payments a por-
tion of the rent, Jones mentioned two alternatives—one
general and one particular. The first project purposes to
establish one common proportion of future tithe payments
to future rents on all soils of the kingdom. The second
plan purposes to ascertain the actual proportion of tithes
to rent in each particular case, and to perpetuate these
varions proportions. His argument against the first plan
may be described as follows. If the differences in the
proportions of tithes to rent were very small in particular
cases, it might be possible to establish some common pro-
portion, without any very gross violation of the rights of
individual tithe-payers or receivers. But the difference
between the proportions on different soils is very great.
Equal quantities of produce are notoriously obtained at 2
very different expense from soils of different quality; from
the “stiff” land for instance, at a greater expense than from
light; moreover the rent of lands producing equal quan-
tities of produce will vary with the different expense of
obtaining that produce and will be small when the expense
is great, and larger when the expenses have been less. The
tithes, however, of equal guantities of produce must always
be the same; that is, there will be the same tithes with dif-
ferent rents, and there can be, therefore, no universal pro-
portion between them while the various soils of the earth
yield equal crops, though to very different quantities of
labor and expense. Egqualize the proportion of tithes to
rents on all land and very gross injustice would be inflicted
upon the landowner who found his own tithes doubled,
while those of his neighbor were proportionately lessened.
Injustice would also be inflicted on the tithe-owners. The
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incomes of individual clergymen would obvicusly be af-
fected most capriciously, and, it so happens, in a2 most
undesirable direction, for the incomes, already small, of
the clergy in the poorer district would be lowered, because
there the actual proportion of tithes to the low rents is the
greatest, while the income of the clergy in the richer dis-
tricts would be proportionately augmented, since in these
districts the actual proportion of tithes to rent is the small-
est and the latter group must profit by the equalization
which would be ruining the poorer neighbors.

As to the second plan for commuting tithes, on the basis
of the various proportions tithes bear to rent on different
lands, the great mational object, according to Jones, of
setting completely free the fresh application of capital to
the soil would be fully effected. It was proposed to ascer-
tain the reasonable vaiue of the tithes, to compare this with
the actual rent, and to declare that a like proportion of the
future rent shall be always paid in lieu of tithes. Under
this plan the produce obtained by such fresh capital would
pay no tithes till the capitalist was secure; in other words,
till such capital should return the ordinary rate of profit.
The Iandowner would be equally secure, in that, if his rent
fell, his tithe payments would proportionately diminish. In
the meantime, the funds devoted to religious instruction,
increasing as rent rose and cultivation improved, would in-
crease step by step with the increasing population, not so
largely, indeed, 2s when tithes were a fixed proportion of
the gross produce, but still to an extent which might be
useful in meeting the increased demand for religious in-
struction. It is true that, under such an arrangement, the
tenants’ capital would flow freely to the land, unchecked by
tithes; but not so the landowners’. The landlord’s outlay
is always with a view to rent, and in that rent the tithe-
owner would continue to share.

The success of the measure in practice must be regarded
as a notable proof of the wisdom with which it was con-
ceived, and the care and equity with which it was carried
into effect.



CHAPTER VIII
Jones® Crrrics aND His INFLUENCE

Jowes’ theoretical contributions to the development of
econcmic science consist of the recognition of a wider
scope of political economy than the Classical School had
manifested and a far more optimistic view of economic pro-
gress. Whenever he discussed economic institutions he
took into consideration social facters as well as political
conditions. His theory of rent was, in fact, a theory of
income from land; although, as has been said, he did not
like to confine the concept of rent to a definition. So with
his theory of wages, which did not conceive of wages as a
fund but as an income from labor. Ia his theory of profit,
the accumulations of capital are treated in an exhaustive
study which was later adopted by Nicholson and Edwin
Cannan. His theory of population is more objective
and scientific than those of any before him, being
without a moral tinge, for voluntary restraint is certainly
a happier term than moral restraint. And his doctrine of
secondary wants is a real contribution to the discussion of
the distribution of wealth,

It is now about a century since Jones published his first
book, The Distribution of Wealih and the Source of Taxation,

in 1831. In making a century's estimate of his contribu-
tion to the development of political economy it is in-
teresting to survey different opinions expressed by great

economists, past and present, on Jones’ system.

As soon as his book was published an article by McCul-
loch appeared in the Edinburgh Review expressing the latter’s
criticisms as follows:

“We cannot say that Mr. Jones has been very
successful in his researches. His view is extensive

139
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but superficial. He never, in fact, goes below the
surface. And the conclusions at which he arrives,
though sometimes accurate, are, for the most part,
quite foreign to the main object of his work.”?

Again McCulloch, in his Literature of Political Economy,
condemmed Jones’ work with most unfavorable comments:
“Perhaps it was hardly necessary to notice this work, which
consists principally of a series of irrelevant and inapplicable
criticisms, on the theory of rent as explained by Mr, Ricar-
do.” Of course, we know that McCulloch was an ardent
follower of Ricardo, that his views were too extreme and
unfair. Maoreover, McCulloch's statements in his Literature of
Political Economy, declares Jevons, were not always accurate,

On the other hand, the editor of Literary Remains, Dr. Whe-
well, gave many illustrations of Jones' achievements in

1 The details of McCulloch's criticism are as follows:

1. ¥An account of the conditions under which land has been occu-
pied in different ages and countries would be a work of great value and
importance. But judging from the specimens of Mr. Jones' talent, we
do not think that he is the very person to supply the deficiency.”

2. “Mr. Jones has treated at considerable length of the occupancy
of tand by Mdétayers, or femants, paying a certain proportion of the
produce to the landlord as a rent, But this part of his work is
eminently superficial. Mr. Jones seems to imagine that cultivation by
Métayers was not introduced in Italy till after the era of Columelia.
In point of fact, however, Métayers were well known in Italy two
bundred years previously.”

3. “It was not reserved for Mr. Jones to indicate the influence of
improvements on the law of decreasing fertility. But a very large por-
tion of his work is occupied with tedious statements of principles al-
ready fully elucidated by others,”

4. "“The remarks Mr, Jones has made oo profits are not more origi-
nal or valuable than those ke has made on reat. He labors hard to show
that profits have not natural tendency to fall in the progress of society.
But when the Iaw of decreasing fertility of that soil is established, the
law of decreasing profits follows a3 a matter .of course”

5. “On the whole, we cannot say that we have derived much instruc-
tion from Jones’ work. His efforts to overthrow the theory of rent
have been signally abortive.”
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economic theory. He gave Jones the credit for originating
the classification of rents and the inductive method in rea-
soning on political economy. Jones” philosophy “to look
and see” was highly praised by his friend?

J. 5. Mill adopted Jomes’ classification of rent, as we men-
tioned above, and in his Principles of Political Economy he
referred to Jones” essay on the Distribution of Wealth as “a
copious repertory of valuable facts on the landed tenures
of different countries.”* Jevons also declared that

“the Essay of Richard Jones on the distribution
of wealth and the forms of land tenures in different
countries is a far less celebrated book, but displays
all the same careful spirit of inquiry into the past
or present conditions of men.”?*

Perhaps the most unreserved admirer of Jones was Pro-
fessor J. K. Ingram®
“The most systematic and thorough-going of the
earlier critics of the Ricardian system was Richard
Jones, Jones has received scant justice at the hands
of his successors. J. S. Mill, while using his work,
gave his merit but faint recognition. The method
followed by Jones is inductive; his conclusions are
founded on a wide observation of contemporary
facts, aided by study of history. He is remarkable
for his freedom from exaggeration and one-sided
statement.” *
Professor Edgeworth considered Jones “a philosophical
historian, and not a mere chronicler, He deserves to be re-

1 And it is apparently highly praised today by modern statisticians,
Compare Secrist’'s Introduction to Stalistical Method:

“The Science of Economics is becoming statistical in its method.
The advice of Richard Jones 1o look and see is being taken Nterally.”
{p. 12.)

2]. S. Mill: Principles of Political Econsmy, Book 1, p. 317

3 Jevons: Principles of Economics, p. 193.

$Ingram: History of Political Econemy, p. 139,
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garded as the founder of the English historical school.”?
And indeed, the economists of the English historical schoof
all tried to do justice to him., Toynbee asserted, in his
Industrial Revolution, that “all the world had bacome political
economists of the Ricardian persuasion and the protests of
Malthus and his able successor, Richard Jones, were lost
in a tumult of applause”?®
Professor Ashley also held that Jones “urged with ex-
cellent soberness the need for historical investigation; but
that his plea fell on the deaf ears, and that the only trace
of his influence in economic literature for many years is to
be found in J. S. Mill’s treatment of peasant tenures!”?
Professor Cannan places high value on the contribution
of Jones’ historical study:
“In 1831 a vigorous attack on the Ricardian theo-
ry was made by Richard Jones,- Taking 2 much
broader view of the matter than Ricardo, he sur-
veyed the whole of history, instead of confining
his attention to the circumstances of England
during the war, It was, consequently, perfectly
evident to him that the necessity of employing less
productive agricultural industry was neither the
only possible nor the most important actual causes
of rise of rent, since in the last three hundred
years, for example, rent in England has risen enor-
mously, although the least productive agriculture
employed was no less productive than it had been
at the beginning of the period. .. .. "
Marshall’s attitude towards Jones was fair and balanced.
“Richard Jones had not fully grasped the mod-
ern distinction between generality of doctrines, or

t Dicksonary of Political Evonomy, Vol. 1, p. 491,

2 Toynbee, Industrigl Revelution, p. 9.

2 Dictionary of Political Economy, Vol, 11, p. 31D,

i Cannan: History of the Theories of Production ond Distribution,

p. 333.
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dogmas, and generality of analytical conceptions
and ideas; and his own position has his own de-
fects. But he said what was wanted at the time, and
his influence, though little heard of in the outer
world, largely dominated the minds of those Eng-
lishmen who came to the serious study of econom-
ics after his works had been published by Dr.
Whewell in 1859.1

In his Principles of Economics, Marshall adopted Jones' views
on the subject of the source of saving: '

“But even in modern England rent and the earn-
ings of professional men and hired workers are an
important source of accumulation, and they have

been the chief source of it in all the earlier stages of
civilization.” *

Jones’ emphasis upon the importance of both time and
space and the relativity of economic doctrines has been
admired by J. N. Keynes in his classical work. The Scope and
Method of Political Economy,® while Professor Taussig, in

1 Marshall: “"The Old Generation of Economists and the New™
Quarterly Journol of Economics, 1897,

Jones' influence, however, was very slight. In a recent book, entitled
A Guide to the Printed Materisis for English Social and Economic
History by Professor J. B. Williams, Jones” Liferary Remains, is not
mentioned at ail.

3 Marshall: Principles of Economics, 8th Edition, p. 229,

¥ “Jones especially insisted on the limited applicability of the Ricar-
dian theory of rent as regards both place and time. A theory based
upon the assumption of individual ownership and freedom of comple-
tion could not, he pointed out, apply to Oriental stages of society in
which joint ownership is the rule and rents are regulated by custom,
nor even to those instances nearer home in which land is held in a
customary tenure, as in the métayer system. Similarly, as regards Limi-
tation in time, he showed that the Ricardian law could not hold good
in a condition of affairs such as existed in Medizeval economy, where
jand was to a great extent held in common, and the relations between
the owners and the tillers of scil were not controlled by free competi-

tion” (Scope and Method of Political Economy, p. 208, 4th Edition,
1917}.
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his book Wages end Capital mentioned Jones as a most im-
portant figure in attacking the wage-fund doctrine.?®

As regards the ase and the originality of the phrase, “The
Balance of Bargains,” two well-known econgmists agreed
to give Jones credit for it. Cossa speaks of Jones’ “inven-
tion of the happy phrase, Balance of Bargain.” * And the
same epithet was applied by Nicholson. *

On taxation, Jones made the least effort to contribute
anything. Professor Seligman, however, gives him credit
for being “one of the first to deny the Ricardian doctrine
of incidence, as he was the first to dispute Ricardo’s theory
of distribution.”*

Finally, Jones’ institutional economics is gradually com-
ing to be appreciated. And it is significant that Professor
Mitchell, the leading quantitative economist, attributes an
important position to him iz the history of economics,

“Among Ricardo’s contemporaries was Richard
Jones, a clergyman of the Church of England, who
knew -encugh of English history and of contem-
porary conditions outside of England to appreciate
that Ricardo’s whole System applied to an insti-
tutional situation recent in its development and
limited in its scope. Accordingly Jones set him-
self to broaden the basis of economic theory by

i"A much more vigorous protest than came from either Senior
or Malthus or Chabmers, against the general doctrine in vogue, was
made by Richard Jones, Jones was an able and scholarly thinker, with
views broadened by a wide knowledge of history and an appreciation
of the lessons of history. His attitude on the wage-fund doctrine as
the doctrine stood at that date, is significant.”

(Wages and Capitcl, p. 2083.

8 dn Introduction to Political Economy, p. 198,

¥ Nicholson statez that Jones “very happily styled .. .. {this) .....
the Balance of Bargains system.” (Dictionary of Political Economy,
Vol I, p. 84).

i Seligman: The Shifting and Incidence of Taxglion, p. 195
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studying the distribution of wealth in other times
and other lands. ... "?

After a survey of so many favorable opinions expressed
by economists on Jones’ system of political economy, it may
well be asked: Did Jones have great influence upon con-
temporary or later writers? In truth, we must answer that
his influence, if any at all, is insignificant.? Except that
J- 5. Mill and Fawcett adopted his classification of peasant
proprietors, there was no contemporary or later economist
who could be called his disciple. He might have had some
indirect influence upon the change in economic concep-
tions; but he had no direct influence on the general course
of economic studies in England. This ineffectiveness was
due to three causes, namely, his procrastination in writing
his book, his practical activities, and the unsuitability of
his economic theory to Eanglish conditions of that time.

We must admit his slowness in writing his book. Dr.
Whewell’s letters show very clearly Jones’ mental inacti-
vity. A letter from Whewell dated September 9, 1828,
rans as follows:

“Have 'you been cultivating rent, profit and
wages, and getting them ready for undying type?
You must have been doing this, for all things call
upon you, I have been reading a pamphlet, which
you very likely know, as I read the third edition,
concerning the True Theory of Rent by Thomp-
son, If you have not, read it forthwith on various
accounts. Now one inference to be made from this

1 Mitchell: “Prospects of Economics” in The Trend of Economics,
edited by Tugwell, 1924. (p. 17).

2 Professor Price in his Short History of Political Economy in Eng-
land made a less cheerful estimate of Jones:

Richard Jones, the successar of Maithus at Haileybury, controverted
many of Ricardo’s positions on the theory of rent in his Essay on the
Distribution of Wealth and on the Source of Taxation. But Ricarde’s
influence on the general course of English economic opinion remains
unshaken.” {Short History of Political Economy, p. 63).
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Jones was indeed a procrastinating author. Without the
earnest encouragement of his friend, it is doubtiul
whether Jones would have brought out his book. In an-
other letter, dated July 31, 1829, Whewell wrote:
stow every now and then an especial act of recollection
and good hope upon your political economy, which from

RICHARD JONES — AN INSTITUTIONALIST

same pamplet is how ripe the world is for your
speculations, and how they will become less strik-
ing and original by all delay. Here you have the
fallacy of rent being the excess of rich soil, the
case indicated of rent in countries where this does
not apply, the bearing of taxes in the wvarious
cases, the influence of moral causes and national
habits. All these topics, no doubt, very slightly
touched and with no consciousness of their extent
and general principles, but still showing how the
opinions of clear headed and inquiring men tend.
On this account especially it is that you, who
are in possession of the general views which con-
nect and systematize these apercus, and of the
collections of instances which illustrate them,
should linger no longer. In the same way, so far
as I can understand concerning Mr. Sadler from
the Quarterly Review, he has got hold, probably
combined with much folly, of some of the true
circumstances of the progress of population, and
of the preventive checks. All these fermenting
principles must converge to system and unity be-
fore long; the political economists are not all the
war ;—if they will not understand common sense
because their heads are full of extravagant theory,
they will be trampled down and passed over; and
it will be the height of indolence and bad manage-
ment if you allow other heels to take the pass of
yours in this most meritorious procession.”?

1Dr. Whewell: Writings and Letters, Vol 11, p. 93.

%

“1 be-
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this time is, I expect, destined to have no stop on its pro-
gress.”! Two weeks later Whewell sent him another fas-
cinating letter in which the most valuable and friendly in-
spiration was shown by an intimate friend, The letter runs
as follows:

“It is rather cloudy, but through a little hole in
the clouds I can see you very tolerably. You are
locking with great satisfaction at a half sheet draft
of your political economy and just beginning to
discover the merit and difficulty of a proper divi-
sion into paragraphs. You have got some shock-
ingly ill written heaps of paper lying beside you,
which you are going to make more seemly to lock
at as soon as you have done correcting your press,
Mrs. Jones is asking in vain for the meaning of
various ejaculations which escape you from time
to time. Be a good boy and take pains with all
the base and mechanical parts of your task, and
do not, as I did, execute it so imperfectly that you
are impatient till a second edition énables you to
correct your blunders,”?

From these letters we gather that Jones was lazy and
slow in writing the portion of his book dealing with rent.
He did not publish any further portion of his Distribubion of
Wealth in 2 substantial form, though he more than once fur-
nished a compendious statement of some of his views in
the form of a syilabus of his lectures, and, as we have men-
tioned earlier, these were collected and published in his
Literary Remains. But he has left no large and systematic
development of his doctrines, and this is, of course, one of
the chief reasons why Jones’ influence was so insignificant,

A second reason for his obscurity is that when he was
appointed Professor of Political Economy and History at
Haileybury College, he was also, at the same time, taking

¥ Dy, Whewell: “Writings ond Leiters,” Vol. I, p. 101,
¥ Dr, Wheweli: “Writings and Letters,” Vol. I, p, 102,
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charge of the commutation of tithes; he had removed his
interests from speculative to practical political economy. But on
the occasion of his being appointed Tithe Commissioner,
he had received permission from the directors of the East
India College to continue to hold his professorship. He
went on injecting his speculations into his lectures, for that
purpose often writing them over in altered forms. Due
to this habit, the papers which he left contain much repe-
tition.

Jones cherished the hope of giving something of a com-
plete and systematic character to his system of political
economy of nations, but the execution of all such projects
was prevented by his engagement in practical life, and
by his fondness for social intercourse, to which reference
has been made in Chapter II. In addition a great obstacle
to his constructing a systematic doctrine was his impatience
of the labor which was requisite in order to give literary
symmetry to his writings.

Above all, he was not influential because his economic
discussions were based upon the study of economic insti-
tutions of other nations than England; his chief interest
was not centered on English economic problems of the
day, Owing to the high cost of subsistence the economists
of the period had come to regard the funds for the main-
tenance of labor as the most important component of capi-
tal. Jones, on the contrary, put much more emphasis upon
the importance of auxiliary capital than on that of circu-
Iating capital. In propounding his theory of rent, he at-
tached himself to the support of the landlord, who was
defeated by the repeal of corn laws in 1846, In his theory
of wages he gave more space to the discussion of unhired
laborers and paid dependents than to the English type of
laborer, hired by capital. Any kind of economic theory,
if divorced from its functional relation to economic prob-
lems of the day, will fail to secure public sanction. Jones
could not be an exception.

All these causes — his mental slowness or impauence,
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his daily activities, and his peculiar system of political
economy of nations, unsuitable to the English situation of
that day—combined to minimize Jones’ influence in the
minds of the English Classical economists.? He did, how-
ever, distinctly see in the far distance a goal worthy of his
toil ; he had applied his shounlder to the task of advancing
the car of knowledge, though only one span’s length in its
career. If in the road to truth through observation and in-
duction, he remarked that men can advance only by slow and
laborious steps, it 'is at least the privilege of these who
tread it to see through its long vista a cheering spectacle
of final triumphs. It is now one hundred years since the
publication of his work, and at last a prominent school of
institutional economics has grown up, emphasizing the
inductive method of study, the statistical approach and the
historical treatment which were advacated by Jones a cen-
tury earlier. Perhaps it may be said with a fair degree of
certainty that in the near future Jones will occupy the place
in economic thought which he so well deserves.

! While Jones has not received due recognifion among the English
economists, it should be stated that as a prominent figure of the his-
torical school of ecomomics, he could hardly be placed on an equal
footing with Schmoller & Roscher of the German Historical School.
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A detailed study of Jones’ threefold classification will re-
veal his turn of mind as well as his economic doctrines,
The following Hist illustrates his classificatory economics.

1. There were three errors of the Ricardian school.?

A. There is assumed a constantly decreasing power
in the agricultural occupation as nations multi-
ply and become more civilized,

B. The laboring classes of the earth are maintained
exclusively on funds saved from income,

C. The diminishing rate of profit observable as na-
tions become numerous and- rich indicates a de-
creasing power of accumulating fresh resources,

2. Jones mentioned three disadvantages of cottier rents.?
A. The want of any external check to assist in re-
pressing the increase of the peasant population

beyond the bounds of an easy subsistence.

'B. The want of any protection to their interests
from the influence of usage and prescription in
determining the amounts of their payments,

C. The absence of the direct common interest be-
tween the owners and the occupiers of the soil.

3. There are three different modes in which farm-
ers’ rent may increase.?
A. An increase of the produce from the accumuia-
tion of larger quantities of capital in its cultiva-
tion,

1 Distribution of Waealth, Preface.
5 Distribution of Wealth, p, 139. Also Literary Remains, p. 209,
% Distribution of Waealth, p. 178
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The more efficient application of capital already
employed.

The dimunition of the share of the producing
classes in that produce, and a corresponding
increase of the share of the landlord.

4. Three fallacies in connection with a supposed indi-
cation of the decreasing efficiency of agricultureal
labor. !

A,
B.

C.

A fall in the rate of profits.

A rise in the relative value of raw produce, com-
pared with other domestic commodities.

An increasing money value of raw produce, com-
pared with the prices of other countries.

5. There are three facts showing the increase of rents in
England has proceeded from the increase of agricul-
ture produce?

6

&'

B.

C.

There has been a spread of tillage, accompanied
by a rise in the general rental of the country.
There has been a diminution of the proportion of
the people employed in agriculture.

There has been a decrease in the landlord’s pro-
portion of the produce.

The labor fund may be divided into three compre-
hensive classes.?®

A,

B.

Revenues which are produced by the laborers
who consume them, and never belong to any
other persons. :
Revenues belonging to classes distinct from the
lzaborers, and expended by those classes in the
direct maintenance of labor,

1 Distribution of Wealth, p. 241,

3§ Disiribution of Weslth, p. 264

3 4 Syllabus of a Cosurse of Lectures on the Wages of Labor o be
Dewered at King's College, 1833,
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C. Capital in its limited and proper sense of stock

or accumulated wealth employed with a view
to profif,

7. Laboring cultivators may be divided _into three
groups:!
A. Hereditary Occupiers.
B. Proprietors.
C. Tenants,

8. Tenants may again be divided into three classes:?
A. Serfs.
B. Métayers.
C. Cottiers.

9. There are three errars concerning the accumulation
of capital or rate of profit in the Ricardian school of
economics:? . )

A. A mistaken notion that accumulation from profits

. must be slow where the rate of profits is low,

and rapid where it is high.

B. A mistaken belief that profits are the only source
of accumulation.

C. A mistaken belief that all the laborers of the
earth subsist on the accumulations and savings
from revenues, and never on the revenue itself,

10. There are three causes which determine the efficiency
of labor:*

A. The continuity with which it is applied.
B. The skill by which it is directed.
C. The power by which it is aided.

1 Syllabus, p. 46,
2 Syllcbus, p. 48,
8 Syllabus, p. 5.
& Literary Remains, pp. 9, 347, 189, 402.
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11. The laborers of the world may be divided into three
great, but unequal, classes.!

A. Unbhired laborers, who till the ground they oc-

B,

C.

cupy as peasant cultivators, and live on self-pro-
duced wages.

Paid dependents, who are paid out of the reve-
rue or income of their employers.

Hired laborers, who are paid out of the capital
of their employers.

12, There are three conditions governing the increase of
auxiliary capital:?

A.
B.
C.

It must return its wear and tear with a profit.
It must appear in a new form.

It must make a better application of known
forces, '

13. There are three major problems in the discussion of
populiation. * ’ .

A. The causes which affect the progress of popula-

B.

tion generally.

The causes which affect the progress of the labor
population in particular, and among these the
influence on population of fuctuations in the rate
of wages.

The causes, which, under different circumstan-
ces, determine who shall ultimately pay the taxes
Iaid on commodities consumed by the laboring
classes.

! Literary Remaoins, p. 13,
8 Litergry Remains, p, 70
3 Literary Remgins, pp. 94, 471.
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14. There are three conditions determining the peasant
laborer’s wages.*

A,

B.
C.

The size of his holding.
The fertility of the land.
The efficiency of his labor.

15. There are three causes which determining the accu-
mulation of capital?

A,
B.

C.

The source from which capital is accumulated,
The causes determining the inclination to acu-

mulate.
The conditions favorable or unfavorable to ac-

cumulation.

16. There are three obstacles in the promotion of social
standings:?

A,
B.
C.

Distinction of blood and race.

Paucity of non-agricultural occupations.
Vicious legislation and regulations as to the
privilege of carrying on these occupations.

17. To create new habits of consumption amiong a pop-
ulation put in possession of increasing means, three
things must concur. *

A,

B.

The people must acquire a knowledge of, and 2
familiarity with, a new list of commeodities suited
to their tastes.

These commedities must be presented to them at
such reasonable price as to be within the reach
of the successive additions to their means.
There must be no insuperable physical or moral
obstacles, such as distances, roads, fiscal or
other regulations, which throw difficulties in the
way of their attaining these new commuodities.

t Literary Remains, pp. 124, 218,

% Literary Remains, pp. 53, 316, 390,
3 Literary Remains, p. 383

& Literory Remoing, p. 480.
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18. Jones suggested three propositions in connection with
the commutation of tithes.!

A, That commutation is desirable.

B. That the future payments, in lieu of tithes, shall
be applied to the same purposes and paid to the
same persons as the present tithe.

C. That the first step in the process shall be to
transfer the liability for those future payments
from the tenant to the landowner,

19. Jones mentioned three parties concerned with the com-
mutation of tithes:?®

A. The government, as representing the whole pop-
ulation and all the national interests.

B. The landowners.
C. The tithe owners.

20. Jones set forth three objects of the government in the
commutation of tithes:?

A. The setting of the capital and industry of the
country completely free to extract the greatest
possible amount of produce in the best manner
from the soil.

B. The removing at the same time, of any obstacles
created by the actual mode of collecting their
revenues,

C. The efficiency of religious instruction,

1 Remarks on the Government Bill for the Commuintion of Tithes,
1836

3 Ibid,
3 Ibid,
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APFENDIX B

THE DIFFERENCES BETWEEN RICARDO AND JONES
ON THE THEORY OF RENT.

——

JONES

Rant proceeds from the em-
ployment of an addirional
quantity of capital and labor
with an equal proportional
return.

Increase of produce and rise
of rent.

A gricoltural improvement
beneficial to landlords.

The rise of rents is the cre-
ation of wealth.

Natiopal produce increasing
while rent rising.

Inferior soils present a boun-
dary to the rise of reut.

To minimize the importance
of the law of diminishing
returns.

The rise of rent is independ-
ent of the alteration in the
relative fertility of the soils.

The cultivation of poor soil
is the consequence of the
increased efficiency of capital
which is the cause of the rise
of rent.

Rent rises as the fertility of
g0ils increases,

1

4

7

10,

RICARDO
Rent invariably proceeds
from the employment of ad-
ditional quantity of labor and
capital with & proportionally
less return,

Increase of produce and de-
crease of rent.

Agricultural improvement de-
trimental to landlords.

The rise of rents simply the
transfer of wealth alfready
it existence.

National produce stationary
while rent rising,

Inferior soils cause rise in
rent.

The law of diminishing re-
turns is regarded as the foun-
dation of the theory of reat,

The rise of rent is due to
the alteration in the relative
fertility of the soils.

The cultivation of poor soil
is the consequence of the law
of diminishing returns {(in
the old soil} which is the
cause of rise in rent.

Rent rises as the fertility of
scifs decrease
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12,

13,

14,

15.

16.

17

APFENDIX B

JONES

The interests of landlords not
in opposition to that of other
classes. Theory of social
harmony.

The increase of rent from
the ifotal quantity of pro-
duce, that is, the mass of rent.

Emphasis upen the produc-
tive power of agriculture in
the theory of rent.

Rent as a surplus profit from
capital investment.

Using. addition er multiplica-
tion to estimate the tofal
quantity of rent, the mass.

Close relation between wages
and rent in the peasant rent:
one determines the other. But
this relation ceases in the
farmer reat.

Emphasis on human instita-
tion. The origin of farmer
rent due to the rise of cap-

italist class. Pecuniary inter- |

pretation,

11.

12,

13.

14.

15

5.

17,

157

RICARDOD

The interests of Iandlords
always opposed to that of
other classes. Theory of class
stroggle,

The increase of rant from
the margin of different soils:
the wider the margin the
higher the remt.

Emphasis upon the share in
distribution in the theory of
rent.

Rent as a differential return
from cultivation.

Using subtraction or divi-
sion to cafculate the rate of
rent, the margin.

Close relation between rent
and profit, one rises as the
other falls, Their move-
ment tends & opposite direc-
tions.

Emphasis on physical con-
stituents of the soil. Physi-
cal interpretation,
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