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PREFACE.

THE character and scope of this treatise I have en-
deavoured to explain fully in the introductory chapter;
it remains for me here to acknowledge my debts
to the works that have chiefly aided me in com-
posing it.  After J. 5. Mill's book, fram which I first
learned political econony, and on which the present
work must be understood to be primarily founded, I
believe that I owe wmost to Jevons' Tlheory of Folitical
Eeonomy, the leading ideas of which have been con-
tinually in my thoughts—though I have had occasion
to dissent from many of Mr Jevons’ particular opinions.
I am also considerably indebted—in spite of still more
fundamental disagreement—to Cairnes’ Leading Prin-
ciples of Political Economy: and also to the Eeconomies
of Industry, by Mr and Mrs Alfred Marshall, together
with some papers by Mr Marshall on the theory of
Value diagrammatically treated, which have heen
privately lent to me. I have also derived valuable
suggestions from Mr Hearn’s Plutology, and from
Mx F. A. Walker's Wages ; also from Mr Macleod, as
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regards the theory of Money, and to some extent in
treating of Wealth and Capital—though I do not
agree with Mr Macleod's views about either of these
fundamental terms, and am obliged to dissent most
strongly from his peneral treatment of economic science.
I must also express wmy obligations to the writer of an
article on “Indunstrial Monopolies” in the Quarterly
Lleview of October, 1870,

Among foreign writers, I have derived most assist-
ance from the works of Professors A, Held and
A. Wagner; especially from the latter’s eclaborate
systematic treatise on the subject.

Finally, I must acknowledge gratefully the aid
that many friends have kindly given me, by supplying
information or suggesting corrections required for
various portious of the work while it was in progress ;
among whom I must particularly mention My F. W,
Maitland, of Linceln's Inn, and Mr J. N. Keynes,
of Pembroke College, Cambridge. To the latter I
am especially indebted for his kindness in reading
and criticising the proof-sheets of the greater part
of the book: which has enabled me to improve it
m many respects,
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value; . . . - . . . .
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CHAPTER V.
CATITAL.
1. “Capital’ has to be differently defined from the point of

view of the individual and that of the community;
‘individual’s capital’ iz wealth employed for profit ;
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and therefore includes land ; but from the social point of
view we must distinguish the two;

restricting eapital to results of humm lalour, bul not ex-
cluding immaterial results, such as buxiness conuexion,

and gkill ; but not physical strength, so far as this results
from consumption that is not mere]y a means o future
production.

Capital that is ace nnml Ltvd consisis mamlv of 11151:1*11—
ments, not foud of labourers ;

which, i the labourers’ possession, is not ‘cap:tal in the
narrowest sense, though in a wider sense it may hbo
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wealth, so far as it iz the intermediate result of labour
employed for future utility, avl more produetive through
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the diffieulty of procuring snhaistence ; Lut the limit is
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The Law of increase of individuals’ capital is not definitely
ascertainable ;

stili less the Law of increase of sm,nl (al)ltd.l
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INTRODLCTION,

The question “how s produse shured among the different
classes who cooperate in praduetion’ is converlible with
the question ‘what determines the exchange value of
their services” The theory of Distribution (assuming
free contract) has therefore close alfinity to the Theory

of Exchange value of malerial products ; and it is eon-
venient to take the latter first.
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8. DBut cost of production-—estimated, as it must be in tc1 N
of remuneration, not serifice—eanmot be agsumaed to be

-1

independent of demand. .
9. Henee the Ricardian doctrine of value nceds unpolta,nt
qualification.
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counected is more complex.
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determine how much of the double cost of carriage is
to be added to the price of each when sold :

PAGES

180—183

183 —190

190—191

192193
193—194

196—--193
198—200
200—208
205—211
211213
211- 217
217—222



xil

2,

CONTENTS,

that is, its ‘real price’ The fluctuations of Foreign
exchanges may be used to ilustrate this theory, but
need careful handling, . . . . . .
The term ¢International’ may be objected to in this
connexion, but has advantages,
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money-market, iL cerlainly includes Bankers’ Liabilities :

though this fact has not received adequate recognition.

This denotation seems on the whole most convenient,
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The value of precious mstals is slowly and irregularly
affected by industrial competition: therefore for tolerably
long periods the value of a monometallic gold currency
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A doulle standard with a fixed ratio will be stable against
minor vatiations of supply, the fixed ratio causiug Wil
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with the rate of interest on capital generully) .

but there are certain connexions between the two former
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INTERBST,
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certain qualifications, may be taken as approximately
uniform in a modern community at any given time,

it depends on conditions of demand and supply combined ;
—s0 far as demand goes, in a modern industrial society,
it depends mainly on indastrial demand,

It corresponds to average additional produce expected to
be obtained by employment of last increment of floating
capital, menuie Cemployar’s fee’; therefore varies with
variations in recognized opportunities of proﬁtably using
capital to aid labour.

The reaction of changes in the rate of 111terest on the
saving that supplies capital has au important, but nob
definitcly mcasurable, tendency to keep the rate
stable. , ; . . . . .

The w,ld of most— but not all—old investments tends to
decrease, . . -

CHAPTER VIIL.
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Ricardo’s definition of rent, as price paid for ‘origiua.l
powers’ of soil, is unaceeptable:

but his formula for competitive llt,t(’[‘]ﬂl[]d.tl()]l of u'ut is
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The reaction of the remuneration of labour on the supply of
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ent amounts of capital are to be referred to these two
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MOXOPOLY AND COMBINATION,
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deals . . . . . .
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and to note special lem(,tell\tlcs of m()llopoly rLsultmg
from combination—open or lacit—and different methods
of attainimg the end in view. . . .

Under certain conditions, bodies of hired labourer-, may
increase their earnings by combination, without counter-
lalancing loss to themselves or to other hired labourers

CHAPTER XI.

TRANZIENT AXD TOCAT VARIATIONS IN DISPRIBUTION,
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and procesd to analysze the causes of these, ag due to moral
and intellectual shorteomings, to accidents, to inventions
and other improvements ; .

te miscaleulations of demand causing fo- mlled; GVEr-pro-
duetion’; .

to changes inrate of i muere‘n, Ll]tl\t‘(ltlellt on ‘over- ploduc-
tion” or ctherwise caused, and clnngu: in l}urul]rlmllg
power of moneay. .

This leads ug to notice lm al variniions in the prices of
products, due to physical and historical causes com-
bined . . . . . .

and eonsequent inegualities in retlunb to hboul and
capital, kept up by obstacles to migration amt frequent
mdustrial changes,

CHAPTER XIL
CUSTOM.

Distingnishing from Custom =the tendency te do as othars
do, Habit—=1the tendency to do as one has done before,
wa observe that the economie cffects of [Talit are
various

a% also of Custom

and that ouly a part of lese LﬂeLLb is exuludu.l by the
agsnmptions of the competitive system — viz, {1} the
mere blind fendency to follow use and wont, and (2)
Custom as morally obligatory.

BOOK IIL

THE ART OF POLITICAL ECONOMY,

CHHATTER I

The Art of Political Economy ag here treated consists
mainly of the theory of what ought to be done by govern-
ment to improve Production or Distribution, and te pro-
vide for governmental expenditure.
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CHAPTER 1L

THE BYSTEM OF NATURAL LIBERTY CONSIDERED IN RELATION TO

PRODUCTION,

The general argument in favour of leaving industry alone
has mnch force, hut ueeds Important quaiiﬁcationﬂ and
exceplions,

even in the most -'lbstmct theoretlcﬂ treatment owing to
divergence between utility to the individual and utility Lo
society s illustrated genera]ly in reference to Bequest
and Contract ; . . .

exemplilied fulther by special cases, in wlnch the ut111t3
of socially useful services caunct be adequately appro-
priated by thie persons who might render thern,or whenap-
propriation and sale of such services would be wasteful :

alse where the gain of a change is largely counterbalanced
by loss ; and in case of monopoly : . .

also frem the imperfectly employed Ltlmur timt competl-
tion normally involves, and the labour sjent in attracting
business: . . .

also in the case of utilities lll‘»trlllt n tuuL

Heuce complete ledsser fuire is not to be tekenas a pohl.u,al
ideai: the problem for the statesman is to halance its
disadvantages against the dizadvantages of extending the
sphere of government. .

The above arguent leaves U.ll[ll:h.l]led the .‘1-.%111]1'1t10n th'Lt
the individual is a better judge than governimment of his
economic interests: but this assumption s not com-
Hetely true, nor ¢ven teuding to becume so,

CHAPTER IIL
THE RELATIONS OF GOVERNMENT TO INDUSIRY.

The strictly economic interferences of goverrment are to
ke distinguished from ibs interferences with industry for
other ends; .

cypecially in the excreise (Jf1t~. nnrnm.l f'unctum*; c‘such in-
terferences, of various kinds and degrees of intensity,

muay take place for national defence, . . .
for protection of life, health, reputation of mdnldual
citizens, adults or children, . . .

or of property from theft, fraud.  Also vowemmentq haxe
importantly restricted their enforcement of contracts —
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e. g by baukruptey laws—and, under the guise of judicial
interpretation, have practically determined the condi-
tions of ordinary engagements. .
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wages hie deserves. Duc striet remmneration of desert
seems an unattainable ideal. . . . . . .

It has been Lelieved that fadsser fuive gives, or will give,
the greatest possible equality of opportunities to labour:
but it certainly leaves rooin for serons inequality—which
might be prevented by governmental interference, if this
were not harmful to production—from moenopoly and
combination, from fluctuations of industry, .

from the unearned increment in the value of land,

from the large earnings of owners of capilal, and lrom the
payment of interest, which would not he required if
capital were accumulaled Ly the comunmity. . .

CHAPTER VIL
ECONOMIC DISTRIBUIION,

A mare equal distribution of wealth tends primd faele to
increase happincss : . . . . . . .

PAGES
485—491
401— 494
494 —497
488 —500

H00—502

£02—3506

506—5H00
H09—511

H11—516

517—519



1o

CONTENTS,

but we have to allow for loss through increased klleness,
decreased saving, lessened efficlency of capital, pressure
of population, checked growth of culture.

It seemns 1mpossible to dispense, as Communism &Lckcs to
do, with the individualistic stinulns to labour and care,
aml check to population . .

But the ideal of Socialism is net open to thc game oljeoc-
tions; and a gradual advance in the direction of this
ideal, by o judicious extension of governmental functions,
is not opposad to sound economie theory, . .

The chief communistic institubtion, actually c:»l.d.hllﬁhcd
in England, is the provision for poor-relief; this, low-
ever might perhaps be madle in other ways, |

Mozt other distributional interferences have been duz'*nenl
also to benefit production, or promote selfhelp. The
proper himits of such interference are hard o determine
onc imporlant consideration iz the efficiency of voluntary
provision for social noeds,

CHAPTER VIIT.
PUDBLIC FINANCE.

We have to treat generally of the provision for ymblic
expenditnre (the amount of which must pactly  de-
pond on the possibilities of conveniently previding for
it). . . . . . . . . . . .

The commaoditics required for the use of government are
generally obtained by free purchase; though under
certain eircumstances it s more economiienl to ohtain
services—especially of soldiers—by diveet compuilsion .

The funds for such purchases may come from (1) Rents,
or {2) Loans—which are under certain circmmstances
legititnate, whether for productive cruployment, or as o
means of lightening an oceasional auden hy Hprending it
over a Jonger period, .

or (3) frow payments for cnmmmhtm\ supphetl lny EOvern.
went - the price of which, when they are monnpalised,
may be determinal on varions principles. . . .

Taxes, commonly so ealled, can be enly to A very litniled
extent treated ag payments for eervices vendered by
government . . - . . .

Distinguishing taxes Inrnper fl'nm suele payments, we
may note the complexity of considerations, political aml
economical, productional and distributional, which enght
to have weight in the selection nf taxes,
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We shall aim at proportioning taxnation to that part of the
inceme which is not spent in necessaries, nor in ways
socially uscful, nor invested in any form : the adjustment
can at best be rough, especially if taxes be largely laid
on coramodities—a nicthod however which is on several
grounds to be recommended

The incidence of taxes is hard to determins, from the vary-
ing degrees of compleleness and rapidity with which
their burden tends to be trapsferred: illustrated by
taxcs on Incomes, taxes on Land, . . - .

and taxes on l'roduction--which as findirect’ tqu are
commouly thought to be transferred completely to the
consumers ; but the rapidity and even the extent of the
transference really varies much according to circum-
stances, . - .

Such taxes are ]mble to cause an E\tra loss to consumers,

over and above the gain to the treasury. . .
Taxes on inheritance require special and separate tre.a,t-
ment,

CHAPTER 1X.
POLITICAL ECONOMY AND PRIVATE MOKALITY.

Palitical econoiny tends to influence the common nolion
of fair dealing especially in respect of taking advantage
of (a) ignorance, . . . . . . . .

and {b) need. Economic reasoning does not tend to
justify a man in exacting much more thau the normal
competitive price for his service ; but it makes us hesi-
tate to condemn any cne for taking full advantage of
comypetition, except in case of extreme need, when hu-
manity requires some gain to be foregone.

Economic teaching has had a doubtful effect on the current
dislike of ‘rings’ and other combinations—and the severer
censure commonly passed on ‘ making work,’ ¢ scamping
waorlk,’ &e. e e <. .

The egoistic influences of the 111dmdufthst1c organisation
of industry need to be connteracted: hence the moral
value of Cooperation. .

Political econonty has exploded the f’l.ll:l(:)‘ thd.t. the lmm~
rious expenditure of the rich benefity the poer; but it
has also drawn attention to the dangers of almsgiving
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CORRIGEXDA.

On p. 186, line 7 from bottom, for “rises” read “falls”
On p. 219, line 4 from bottom, transpose “A” and “B”
On p. 220, live 10 from hottom, for “A” peud “D"
On p. 253, line 8 from top, Jfor ‘change” wead *“increase”
On p. 253, line 13 from top, jfor ‘“creditors” read * debtors”
On p. 245, line 23 from top, for “rise” read “fall”
On p. 336, line 11 from top, for “class” read “place”
On p. 402, note 1 ad fin,
Jor % desire wealth obtainable by some other kind of labour more than
they diglike that other kind*
receed “prefer some other kitdd of labour either for its own sake or for
its resmlts”
On o 479, line 10 from boltom, jJor *philosophic”  read
“philanthropic”
On p. 492, line 8 from top, for “tax” rexd “productional disadvantage”
On p. 497, line & from hottern, Jor “overrating” rewd ®enervating”
On p. 506, line 6 from bottom, for “when” sead < where”
On p. 513, last line,
Jor #this has been denied by modern socialists™

read “modern socialists have held that this resnlt woutd be brenght
about”

Ou p. 539, line 3 from top, for “wealth”  cewd  “health”






