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INTRODUcnON 

'Twro-third. or(t.bl population), that it t.o I&Y, t.bllDAllua! working cia .. 
oLt&i1l for all their Dt!8d.t ollly oDHhird of the produce of each yt!&l'" 
work.'-n. I'Wrtript.. o/IIw lAbov,. Parl" SidDt!y ud Beatrice Webb, 
1918. (A foar-page ,t&tement of pollcy.) 

'Let .. cloee namiDalioll be made of the whol. iDdaatry of uy 
eoaDtry, aDd I am mach milt&bll if the ""01& will 1I0t be approximatel, 
&a folro .. I-Snillty-be . par reDL of the t.otal uJe .. lue of the 
eommoditie, produced will ha .. gODe t.o pay the perIOD' ID~d in 
produciDg them.'-n. RigAu a"" Rupouiliilitiu of C"piW, lSir lIugh 
llel1, )faDch.Iter Statiatic&i Society, 11118, po 1tl, 

SnrCB Inch apparently inconsistent estimates &I these 
quoted above are current on & matter which afi'ects vitally 
our view. as to the practicability of & considerable rise in 
the .tandard of wages, it leems expedient to examine closely 
the .tatistica on which they are based, and to restate them 
in luch & way &I to ahow the amount and the origins of the 
aggregate incomes of the people of the United Kingdom 
and the proportions of the aggregate that go to various 
economio classes. 

The investigation must necessarily relate to the yean 
before the war, for the information .inee 1914 is indefinite 
and inoomplete, and enn if an adequate account could be 
gifen of incomes and earnin~ in 1918 it would afford little 
guidance as to future amountL The forces that determined 
wages, profits, interests, and rents before the war are still in 
existence, and the results which they produce when the 
disturbances of war are over, will be of the same general 
character, except in so far as the intensities of the forcel are 
modified or new forcel or oontrols brought into action. 

To obtain & complete view, it is necessary to define and 
enumerate the population and to bring into account the 
whole of inoome from all quarters. We can then proceed 
to analyse income according to its lources and determine 
the proportions in which it i. received by those concerned 
in its production. 
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The material for such a tAsk is of that uncoordinated, 
incomplete, and sporadio nature which is familiar to all 
those who have tried to obtain general results from official 
statistics. It is not. proposed here to attempt a oomplete 
reconciliation of the various data or to aim at results of 
minute exactness, but only to make as certain as possible 
that no group of persons or incomes is excluded from the 
survey, to ensure that the results obtained are cousistent. 
with all ascertained statistical facts, and to give them in 
such a way as to distinguish the quantities that are known 
from the quantities that are open to debate till further 
information is obtained. 

The principal sources of information are the Popnlation 
Census of 1901 and 1911, the Census of Production of 1907, 
the incomplete Census of Wages in 1906, the Annual Reports 
of the Commissioners of Inland Revenue (interpreted by 
Dr. Stamp's British Incomu and Properly), the report of 
a Committee of the British Association in 1910 on 'The 
Amount and Distribution of Income (other than Wages) 
below the Income-Tax Exemption Limit. in the United 
Kingdom ',1 and. the material as to employment and wage 
changes published monthly and annually by the Labour 
Department. The various estimates made in recent times 
on Income and Wages have all depended on these publica­
tions. It is to be noticed that the general accounts of 
population, wages, and production rl'late to different dates, 
and therefore careful estimates have to be made to bring 
them into relation with each other. 

The sequel' consists of five sections; in the fint the 
population is analysed, in the second the aggregate of 
incomes is computed and analysed, in the third the national 
wages bill is computed, in the fourth the division of the 
product of the principal industries between wage-earners, 
salaried employees, employers and property-owners is con­
sidered, and in the last the whole is summarized. 

l Published in the JI1tU"fUJl oj I1w lWfOl StaliIIIieol Soein,. December. 1910. 
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POPULATIOY IS 1911 

Tuu L POrt"LlTiOlf OJ' THE Uxtnn KncQoow,~ 1911, 
AYD u."ttlUTBD Kaua "DE. VAJUOn CUEOOaIb. 

~~D. 

Wa,eMnla. 
&1ari..t • • 
laJf'J'ftI\!f'II' _b ... r.or._ . 
Fa.nlen. .te. 
EIII pi!),..... • 

Total ocxllpieo1 

U.O«1YPIED. 

rIlJe'lO~ 
10 to 15,....... 
I~ to 2Oy.n 
R~ ••• 

If .. u.t Do,.. 
11.0.-0.000 

l.1:!1>.OOO 

~'OOOI S30.000 
"->lO.OOO 
521>,000 

IUOO,OOO 

t,TSO.OOO 
1,r.O,OOO 

t'.!O.OOO 
~OOO 

O\he ... :~'" } marrifd _ wiJo-.l !6O,ooo 

Total altOtCapi..t • 

TOTAL I\)Pt"UTlOJI • t 1.9.\0.000 

W_e. pol Girl .. 
"'6S0,OOO 
~,OOO 

ISO,OOO 

17J~,OOO 

~·OIIN.-Tb. alllDb.r or eolJie ... &ad laito .... wltoee notoiJellt'tl iI i. tile 
Caited EillRdo .... ho W.N ... , &ad 110' , ... _rat..t i. tile et .... 
• a. be ..... maa..t lIB ~OOO .rrruimattl,. 

Th. majorit,. or ahop-aaiat&llta an cl--.I lIB .. ~rw1'l. T~htn 
an t'ta.-i lIB .. tariM, .~ile ."!We .... iDdud..t .. <Itt 'ladf'l'f'IIdea' 
Worb ... ' or rrot-io... Vlld., Fanaen. .te.. .... iuludeo1 11D&1J. 
holden,. .. arltt-p.Ne .......... oUaen aol workiag rll, wages.. 

In April. 1911. th~re were liTing in the UniW Kingdom 
~l,95O'OOO mall's and 23.2;0.000 females. Thf'Se num~rs 
include &lil'DS and TwtOrs, and uclnde British and Irish 
abroad or at. It'&. 

U lfOC'Ct'PIED. 

Of the JItJu. ~~OOO were lea than IS INrs 01.1 and 
unoccupied; this meindl'S onl)" a small number Oftr the 
age 1'" A. further ~,OOO nndl'~ :0 )'ears 'ftre returned 
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as unoccupied, the majority being scholars or student&.· 
550,000 in all were retired or pensioners. There were also 
]80,000 men between 20 and 65 years, and 80,000 over 
65 years, who were apparently unoccupied,· but not neces­
sarily idle. The number of able-bodied men who, according 
to their own statement, had no occupation, is thus extremely 
small. 

Of the Females 6,720,000 were under 15 yean and un· 
occupied; 720,000 between 15 and 20 years were unoccupied, 
a much larger number than that of boys of the same 
ages. 180,000 were retired or pensioners. 9,800,000 
over 20 years were returned as unoccupied, of whom 
7,400,000 were married, 1,130,000 widows, and 1,270,000 
single, the majority of whom were of course busily engaged 
in domestic duties. The experience of the war years has 
shown that there were many women whose time was not 
fully employed, but it is easy to exaggerate the numbers 
whom the war has drawn into work, since many of those 
engaged in new occupations have simply been drawn from 
others (including domestic service), which have been 
depleted. 

OCCUPlED. 

14,300,000 men and boys and 5,850,000 women and girls 
were stated on the householders' schedules to be engaged in 
occupations. These probably include a large number who 
were permanently incapacitated or superaunuated, but not 
willing to return themselves as 'retired' (there were 250,000 
• occupied' men over 65 years), and of course include all 
those temporarily unemployed and all casual workers. 
Retired Army and Navy officers are definitely included as 
occupied, but the main deduction is to be made from 
manual workers, and is important when we are considering 
the national wages bill. In the Census report, occupied 
persons-are classified as employers, employed, or working on 
their own account; this classification is not complete and is 

• About 60.000 men of these two groltre Btated that the1 had 
• private meana '. 
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-believed to be to lOme extent inaccurate, but it it aufticient 
to allow us to mlLke the estimate. in Table I with reaaonable 
accura.cy. 

We need to divide the employed into wage-eamers and 
.alaried, a talk not undertaken in the Cenrna of Population, 
though the diltinction i. made in the Ceuus of Production. 
}'or thi. purpose it is necessary to .tudy the list of occupa­
tions in detail, and having picked out clerka, officials, officers, 
and other definitely aalaried persons, to make estimates 
iJ1 other cues. There is a margin of error in this process, 
as there must be in any case where the distinction between 
classe. i. not clear, but it i. not very great, and proves to be 
unimportant in the treatment of salaries and wages in the 
next .ections, .ince small salaries do not differ from wages 
in amount.. A.. a result we classify 11,000,000 men and 
boy. and 4,650,000 women and girls as w&g&e&mers (less 
a number ill or retired), that is about three-quarters of the 
occupied population. 1,120,000 men and half that number 
of women we classify as salaried,oCwhom 700,000 to 800,000 
of the men and the great majority of the women are 
estimated to have received le88 than £160 a year, that is, 
not more than the wage of highly .killed workmen. . 

We have next a group of about 650,000 men consisting of 
small shopkeepers, hawkers, caterers, and workers of various 
kinds who find their own customers. The number of women 
in a similar group (small dealers, dressmakers, &0.) is not 
easily estimated, but may be put at about 550,000. The 
incomes of this group have nearly the same range as those 
of wage-eamers. 

The heading • Professional Occupations' in the Census 
includes not only clergy, doctors, lawyers, engineers, &0., 
but also writers, artists, and entertainers. The number. 
330,000, in the table excludes salaried teachers, but includes 
law clerks. 

Farmers, &0. (580,000). include all those occupied on the 
land except wage-eamers. 

There remain employers in industry. commerce, and 
dealing, including the stock. broker who has a few clerks, 
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the shop-keeper with one assistant, and the owner of a 
large manufacturing business. Managers of companies are 
classed as salaried. The number of women in the last three 
groups is small, and cannot be distinguished from othl'rs 
working on their own account; the four groups are therefore 
merged. 

In Table II an attempt has been made to cla&!ify the 
occupied persons shown in Table I, both according to 
the nature of the industry or service in which they are 
engaged (as to which the Census figures are on the whole 
adequate), and according to their status in the industry, for 
which only rough estimates can be made. 

The number of persons assessed to income-tax (with 
incomes over £160 in 1911) is not known precisely, but is 
estimated at about 1,150,000 in 1911 1 ; of these, 433,000 were 
assessed as salaried under Schedules D and E, including 
a perceptible but unknown number of wage-earners, which 
may be taken as 50,000 in 1911 ; this leaves 385,000 income­
tax paying salaries as shown in Table IL In all we have 
1,120,000 salaried male persons to account for (Table I), and 
therefore 735,000 whose salaries are less than £160. 

The number of taxpayers in each line of Table II has 
been estimated with the help of the data collected by the 
British Association Committee on Small Incomes, referred 

1 Stamp, British Incomn. pp. «8, «9. 
I Table 153. 55th Report of Inland Revenue Commiaaionen, with 

80IDe allowa.nce for duplicates. 

NoTES TO TABLE II. 
NOTEB.- Soldie1'8 and aailon aOoat or abroad are not included. 
The figures in italics are rough estimate. to indicate tbe probable 

division ofnumbe1'8 at £160. Fannen' incomes are taken (as for income 
tax prior to 1915) as one-third of tbeir rent.; lOme attempt i. made to 
correct for this under-estimate in tbe BUbeequent table8, but there ia no 
Bufficient information. 

The number of women whose _larles are OVeT £160 ia 1Inknown bat i. 
certainly small in each category,and for tbe rough purpose. of thia table 
all have been entered as under £160. 

Tbe male wage-earnen in productive industries include 80,000 men 
employed in railway worbhope. 
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TULJ: It APnOXIJUTZ C~canoIr o:r .lLL ooctrl'IJtD DI 

TH& UJrIT&D KnrODOJI. 1911, ACCOllDUlO TO OCClJPAnOIr 

A.D I.Du8TJlUL SUTUS. 

rroductive indo.· 
tri .... including 
Mining ••• .,. 

Dealing ... ... 
Catering ... ... 
Commerce ... ... 
TranAport ••• • •• 
Agriculture and 

.'i»binr •.• • •• 
Domeatio offioee ... 
ProfellioD' 
Army and Na"1 ::: 
Central and Local 

GovernmeDt. ... 
Totalllale •••• 

J ndunnee... • .. 
Dealing ... .., 
Catering •.• • •• 
Commerce 
Tranlport.... ... 
Apiculture and 

fi.hiDg... ... 
Domeatic office. .. , 
Pror~on. ... 
CeDtrallUld Loeal 

GOyemmlDt. ... 

Employ." nel 
Independen& SaJarlecl. 

work_ 

Joeom .. Ineomee Sabri" SalariM 
abo •• below abo •• ....I .. w 
nllO 11110 11110 11110 

NUMBER 01' KALES. 

000'. 000'. 000'. 000'. 

lSO 810 120 280 
85 435 40 80 

5 15 6 6 
120 40 80 145 
10 40 40 100 

SO 650 - 5 - - - -
120 210 20 80 
- - 25 5 

- - 55 85 

500 1,680 385 735 

NUMBER or fEMALES, 

000', 
6 
6 
6 

15 

000', 
260 
160 
80 

60 

10 

000'. 000'. 
70 
50 
80 
60 
5 

290 

4S 

Wag .. 
earoe,.. 

000'. 
5,680 
1,060 

190 
15 

1,110 

1,1115 
860 

75 
2~ 

1170 

11,000 

000'. 
1,820 

410 
190 

15 

170 
1,950 

40 

55 

ToW 
num"',.. 
_pied. 

000:. 
11,520 
1,700 

BOO 
400 

1,800 

2.200 
860 
45.') 
255 

810 

14.300 

000'. 
U55 

625 
805 
60 
20 

230 
1,950 

405 

100 

---------- --- --- ---1----;----
4,6S0 I 5,851) Total Femalee ... 80 120 sso 

------------~----~--~----------~------~----
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to above; but there is a great deal that is uncertain in the 
division at .£160, and the number of employen in industry 
paying tax is probably somewhat under~timated. The 
Table, however, is sufficiently aocura~ to ahow the relative 
importance of the totals, horizontally and vertically, though 
it should not be used when precision in the details is 
needed. 

The distinction sometimes drawn between manQal worken 
and their families and the rest of the population is mi. 
leading, e8pecially when manual workers are identified as 
wage·eamers; for there is no definite line betwt'en wage­
earners and penons working directly for customers and 
small employen and small farmers, except that the latter 
take the risk of the business and consequently make profits 
as well as earnings when successful. and make little or 
nothing when unsuccessful; nor is there any clear and 
uniform division between wages and salaries. It is more 
reasonable to take the amount of income obtaineod as the 
test, and the income-tax exemption limit of .£160 (in 1911) 
not only brings into use the most certain statistics, but also 
was near the upper limit of ordiuary manual earnings. The 
Table shows that of the 14,300,000 occupied males, about 
13,400,000 had incomes of less than .£160 or were wage­
earners, some of whom were slightly above this limit. Of 
the occupied women the great majority received less than 
.£160. The aggregate income is discussed in the next 
!>action. 

Of the 1,680,000 male employen and independent workers 
shown in the Table as ha,;ng incomes less than .£16(), 
about 550,000 are farmers. Before the war it was assumed 
for income-tax purposes that a farmer's income from farmin~ 
was one-third of his rent; the number in the Table, 30,000, 
of farmen with incomes over .£160 means the estimat~d 
number assessed to tax, i. e. the number whose rents were 
over .£480. Farmers' incomes are, no doubt, under-estimated 
on this basis, and if we could get at the facta no doubt there 
would be a transference from the 550,000 nominally under 
£160 to the 30,000; but the number transferred would not 
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be large enougb to afI'"d the totals 8eriously. as can be 
judged from the f.d that in 1908 in O~at Britain there 
were only 17.714 holdings above 300 ac:res. and Ul.00'~ 
holdiDgl from 50 to SOO acres (Cd. 8277, p. 4). From 191~16 
fannt'rs' inoomea are taken as equal to the rent they pey. 

The Census giTN under the Category • independent 
work en, not employers', lUb-elasses which in the cue of 
males acoonnt for about :20,000 in indnstriee (tailoring 
being a conspiouous example), 3-&O,OOJ in dealing, 6l,OOO 
in catering, nearly SO,OOO in transport. and a eonsiderable 
number in professions (for which no details are amiable). 
The number or employers with incomes less than .£160 is 
thereCore quite an&ll. Under the eorrNpOnding heading 
Cor Cemales the bulk are dressmakers, milliners, &:e., or sm&ll 
ahop-kHpen. 

In the Table 9U,OOO income-tax payers are included, in 
addition to ~ers peying tax. To obtain the total 
of 1,150,000 we have still to account for 180,000; thHe are 
made up of two classes. one where eal&riea or profits under 
.£160 are brought up to .£160 by ftCeipts Crom investment, 
the other where persons without occupations have UDearned 
income over .£160. The • .".6.r of unoccupied persons with 
incomes over .£160 is insignificant; we have no means of 
judging the GIROtU,' of their incomes. 
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THE AGGREGATE INCOME OF THE POPULA.TIOY 
OF THE UNITED KINGDOM 

TABLE TIL Tm!: AGGREGATE OP TIm I:lrC'O)(ES OP REsmE:lrn 

IY THE Ulio'TI'ED KI:lrGDO)(, 1911. 

I 
Total in~ome Home iUl.'Ome IDoome from 

abroad .£000.000', .£000.000', .£000.000', 

"-
Wages ... ... ... 7B2 782 -
Salaries. len thaD .£160 S. S. -
Independent workers, 8~i 

employers, farmers, .t~., 
less than .£160 ... . .. 180 ISO -

I 

I 
--

Total P-MDed in~ome below I £160 and wagee ••• ... IOU 104S -
Salaries above .£ 160 
Other in~me above '£160:" 

130 130 -
Under Schedule A-

Ownership of lands I ••• M M -
Ownership of buildingal 1« 1« -

Under Schedule B-
Occupation of land ••.• 15 15 -

Cnder Schedule C-
Government securities 4S 12 36 

Under Schedule D - i Profits from Trad .. &lid 
Prof essionl '" SZS I 390 IllS 

Evading tax or IlDJ'I!mitted 37 I 17 20 

Total income over .£160 936 
1-----

194 ... I 742 

Unearned income below 
£160 . ,. ... ... SO SO -

Soldiera &lid aailors &broad. 
my ... . .. . .. 20 20 -

Old Age Pensions ..• ... 12 12 -
Agricultural income, Dot 

otherwise included '" 26 26 -
Total miecell&lleous ... lOS lOti -

Total Income, £000.000'8 ••• 2090 1896 IN 

I In Schedule A • l&lId8' include. grouDd Dot built UPOD, and f&rm­
hoWte8 and their ,ite.; • buildinga' includes the land on whid. Lht-1 
1ltaDd. See BritW. llICO-. Pp. ~ 
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Nora '1'0 TuUI III. 
ne detailt of WBIleI are dilCuued below, pare 27 to 80. 
8malll&lane. IUId .amin,. are computed from the Britiah A.ociation 

Committe.'. Report on Smallinoome., brought up to date. Th. m~oritl 
of Ibop-6ailtant. are trall8ferred to the wagea lI'I'0up. aDAl •• additioll • 
made for .. Ian.d penon. in iIIduatry, other thlUl clerk.. Th. eatiJDate 
i. rougb, .inc. Lhe information it fragmentary. 

S~lariea aboye .lIM are from tbe Inland ReYellue Commiaionen' 
Report, Ie .. a em.1l aUow4nce for wag .. aaeaed to taL 

Tbe incom. under tbe uriou. Income-Tall Schrdulee i. the p .. 
aae.m~nt, 1_ nemption. for Income. under .11110, anowanCel for 
reraln, wear and &ear and other diac:harJrel. The abatem.nt. OB incomel 
be ween .£160 and .£700, allowancea for Lifelnluranu IUId for children. 
and tbe income of cbaritiea (.£14,000,000) are Dot deducted, but cOUDted 
.. income. 

Undu Schedule A the ownenhip of bui1din~ Include. that of the land 
on whicb tbey ltand. Tb. allowance. under tbi. Schedule cannot be 
diyided with certaint, at betweell Iud. and bnildiD~; tbe total for the 
two e!11/I ... together I. known, but a r.latinl1 .mall .um may be tl'lUl" 
ferable from on. to tbe otber. 

Tb. eltimale for Income from abroad UDder Schedule D i. blUf'd on 
Sir O. raiab'. paper read to the Statiatical Society (Journal, 1909), to 
wbi"b i. added an e.timate for intereat accruing abroad IUId re-iuyeeted 
inltead of being remitted home; thie aud th. e.timate for Income em­
ing tall i. from Dr. Stamp (Britid ]JlCOffIa, p. 324), who goe' wery 
carefully into the matter. 

Unearned income, accruing to penon. whoae total incom. i. below .£160, 
h for tbe moat part .hown under exemption. ill the InllUld Revenne 
Report.; tbe whole i. a •• stimat.d in tbe Britieh AIIOCiatioDl" Com­
mittee'. report. 

Tb. wage. of about 250,000 Briti.h IOJdi.n and Bailon aBoat and 
abroad are not included under w~e. in the upper part of tbe table, 
linc. the penonl are not included In the popuhlotion CanIDa, and lOme 
.stimate it therefore necH_ry. 

Readen muat decide for them .. lv~. whether or Dot Old Age Penmon. 
ahould be included, bearing in mind tbat it it generally agreed that the 
Inter~lt on the National Debt, under Schedule C, ~ually paid out 
of the receiptl from tnea,' ,hould be included in the aggregate of 
indiviJual incomeL U il a queation whether other paymentt IUId 
lerrice. rendered out of tan. are Dot allO additi ... 

Tbe entry againlt Schedule lJ i. three tim .. that actually lased, 
torre.ponding to the pretent ~.timate adopted liDce191r.-16 for iDcome­
tas purpote. that profitt equal renb inltead of beiD, one-third or them 
"'. formt.'rly e8tim~ted. Some emall part of r"rmen incomllll c1aseecl in 
the labIa lUI below .£160 Ibould al80 strictly be brought into the lecond 
IIction or the lable, but Ih~re il no mean. of e.timating i\. 

Tbe whole "Itimate of agricultural income&, obtained by taking the 
wbole Det produce of agriculture, al eatimated in the Censnl of PrVdu~ 
tioD, after allowing a lum for repain IUId rene .. la, it about .£:!8 millioll 
more tb"n the amount, iDcluded in tbe fint two Hctionl of the table; 
it i. doubtrul to which clau it beloDgl and it therefore included uder 
misceUueou .. 
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THE National Income, as the total of the individual 
incomes is generally designated, is estimated in Table III 
asamounting to nearly '£2,100,000,000 in 1911. or this total 
about £800,000,000 was received as wages and approximately 
'£260,000,000 was received as salaries or earned by inde­
pendent workers, farmers on a moderate scale, small holders, 
and other small employers. .£936,000,000 was received by 
about 1,100,000 income-tax payers. The remainder is made 
up of various small items described in the table. 

Of the income-tax payers' income about .£194,000,000 was 
derived from investments abroad, and was in no sense the 
product of the manual wOl'k at home in the year 1911, 
whatever may have been its origin in the past. By now 
a considerable part of the capital from which this was 
derived has been brought home in the form of munitions 
and food, and the former owners have received war-stock 
in exchange. The income from this part is now replaced 
by a debt from the nation to the holders of the war-sLock. 

The income derived from • the produce of the year's 
work', with which alone we are concerned in the sequel, is 
approximately '£1,900,000,000,1 of which over '£1,000,000,000 
is received by manual wage earners and other workers whose 
earnings are less than .£160 per annum. 

We will first examine from a general point of view what 
is the maximum sum that can, even on extreme hypotheses, 
be regarded as luxuriously or unnecessarily spent by persons 
with incomes of .£160 or more, and is the broadest target 
for attack by those who wish to obtain a less unequal 
distribution of income. It is not necessary for this purpose 
to deal with the, familiar estimates of the concentration of 
wealth in the hands of a few individuals, for their incomes 
are included in the larger survey. There would no doubt 
be some objection to putting aside entirely from the discus­
sion the income derived from abroad, and it is therefore 

1 Mr. and Mrs.Webb'. dictum quoted above (p. 5) ill presumably derived 
by comparing the wages ofmanuallabouren solely (excluding indel"'ndent 
workers and persons with 8mall 8alaries) with a IIOmewhat larger eatimate 
of the National Income, including income from abroad. 
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only omitted when the possibility of increasing wagea is 
considered, and included in questions involving taxation. 

It is difficult to carry the analys~ into detail with any 
certainty, aince the tables of the Inland Revenue Reporta 
do not distinguish adequately between home and foreign 
income, or between gross and net income, do not show the 
incomes of individuals at all, and fail in explicitness as to 
other crucial questions; but it is possible to draw broad and 
important conclusions from them. 

From Table III it is aeen that the home-income of income­
tax payers was about '£742,000,000. Of this .£17,000,000 is 
estimated as evading tax; abont '£475,000,000 I was taxed 
at the rate for unearned income; '£10,000,000 of farmers' 
income was not taxable; the remaining .£240,000,000 was 
taxed at one of the rates for earned incomes. 

Dy unearned income is understood income derived from 
the possession of property, excluding capital which the 
owner employ. in his own business. That~, agricultural 
and building rents, royalties, interest on Government stock, 
and interest and dividends arising from industrial and 
other debentures and shares, and similar income were taxed 
as unearned. Earned incomes, accruing to persons with 
more than .£3,000 in all, were also taxed at the higher rate, 
and are included in the total of .£475,000,000 named above. 

In estimating the maximum open to attack it is assumed 
for the purposes of argument that the whole of rent and 
interest could be transferred from its present owners to the 
nation; but the .£50,000,000 in the possession of people with 
less than .£160 per annnm, which include the results of 
small savings, pensions, annuities, and incomes of people 
incapable of work, is regarded as non-transferable. 

Earned incomes are also, of course, open to attack. A 
sufficiently extreme supposition in these cases is that every 
income might be reduced to .£160 <at the price levels of 
1911). Putting aside the small amount of taxed farmers' 

I Thi. ia obtained Crom Table 98 or the S7th Inland Rennne Report, 
antr lubt.ructing an estimate for income from abroad. I... B 



18 AGGREGATE IXOOYE OF POPULA.T10~ 

income. we hal"e .£23:>,000,('0) in que..qtion. dirided bet\r~n 
sala.:ies and prof ts. 

The salaries of 3S:>,(X)() employ~s of the go'l"ernment. com­
panies, fi.rms, or indiriduals ~unt for nearly £130.000,00\ 
the nera.ge salary being .£340.' About 40,000 sal.tries of 
Ol"er .£sOO were assessed, the a.ggr-egate of the:oe being 
.£38.000.000. If all salaries \rere reduced to £160, while 
none below that sum were incre&..~. thE' amount sa\"ed 
would be about £;0,000.000, £"qual to 9 pt'r cent. of the 
national wage bill. 

ThE're remains £10:>.<00,000 raying tax at the loW"('r 
rates; this is the earned income of prc.ft'ss:oul men. 
employers or firms. using no capital or working on their 
own capitAl, whose indiridual incomE'S from all SOtll"C-.'S are 
less than £3.000 pt'r annum. The Al"er&ge as;oe.."-<::!:lent t per 
he.ad in these groups (including those Ol"er .£3,("'()()) is ahout 
.£s55 S gro5S. :;ay .£s00 net. This a.f'ords a nmgh estimate of 
the al"erage profts of proft'ssiona.l and l.usiness men of all 
kinds whose e.arned incomes are Ol"er £160 per annum. 

If now we ta.ke the rnrposition that all' unearned' itccme 
could hal"e l-.een nationalize-J, except tbat loelonpng to 
persons with less than £lro all told, and all salAries. 
professional earnings. and employers' profits rMuced to 
£160 per he.ad, while lower salaries were nc·t raised, and 
the surplns dew·ted to national object.!', perhaps .£.):'O,<XXl,cm 
would hal"e l-.een antilable. Out ofthi! rem (t~ ... t;'E'ther with 
what would be ohained from foreign inoomes) thE' receipts 
from Inoome-t.u. Super-tAx. and the greAt ra.rt of the 
Estate duties. would han had to be met (ab.:.ut £04.000,(0)) 
and a ronsiderable part (If indirect taxation and rates, and 
to preserre the current rate (If SAring (that is, the accumnla-

1 This ~ the an~ of the tW&.ri~ ~~1'e '!160, illcltlJ.ing UOIof raring 
at the full n..te. t·ut e.xcJudi~ &11 estimated !lumber of ~ ~n.. 
The a1'eragoe of the salarieJI iDe; aJed ia Table III is .! 1 Z2; if worz:ea a.re 
exdoded the a1't'~ is ~o()ut '!160. 

• Since ilIdinJtlaa mar be It.t!lleDed aDder more u... ODe be-adlBg. e-fl. 
from ot.ber ~ratioll8 or for Ulle&n:led moollle. the aO"e.~ ~D& 
differ!! from the ... erage ~nt()nal ilIoome. 

• I follow Dr. ~t.amp \Bn'tiM 1~ .,.. ~4S) ill amg &11 a .. ~ of 
24 ~n. t.) a firm. 
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tion of new capital), a further .£230,000,000 would have 
had to be drAwn. if we ignore foreign income and new 
investment abroad. It does not seem possible to find more 
than £200,000,000 or at a maximum £250,000.000 after 
these liabilities are met. 

The supposition made above that unearned income is 
nationalized includes of C011l'8e the assumption that no 
interest is paid to individuals, and that all capital is owned 
by the State. No one mpposes that immediate appropria­
tion without compensation is practicable; and many people 
would ask what sum would be needed to pay a minimum 
rate of interest on exilting capital, if rents, monopoly profits, 
and any other payments which may be supposed to be 
unnecessary were transferred to the State. There is no 
material for giving a definite answer, though data as to a 
large part ofindustri&l capital are given below, pp. 35 and 39; 
it can only be said that payments of interest to individuals 
would reduce the mm available for national purposes very 
considerably. 

Those who have only looked at the considerable aggregate 
of national income and the proportion that is attributable 
to wages, and then considered the large amount that was 
received by .. limited number of rich people (e. g. that 
12,400 persons in 1911-12 had incomes oYer £5,000, ag.,"l'e­
gating £152,000,000), have been led to the view that the 
obvious inequality of the distribution could be rectified by 
drawing on a considerable fund that was in the hands of 
a small number of rich people, who spent it luxuriously and 
wastefully. and diverting it to wage-earners whose incomes 
it is supposed would be increased by the transfer to a level 
of relative atlluence. They appear to have exaggerated the 
amount not already in the hands of persons with incomes 
less than £160, and not to have considered that a great part 
of the expenses of government and the savings necessary 
for the progress of &n increasing population, are drawn from 
the larger incomes. Though the view often expressed is 
exaggerated, it is true that less than the muimum sum 
named above (.£230,000,000) would be in fact sufficient, if 

B2 
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it could be obtained without destroying it and applied 
without injuring the recipients' earning power, to bring the 
lowest incomes np to a minimum that before the war would 
have been considered reasonable. In fact, about .£180,000,000 
per annum would have been required to bring all adult male 
wages before the war up to the minimum of 8511. 8(1. a week 
recently computed by Mr. Rowntree I without lowering 
those above that sum, and the remainder would more than 
have sufficed to subsidize women's wages up to the 208. 
a week, which he regards as meeting their reasonable 
requirements. If, however, both these tasks had been 
acoomplished, without affecting the total, the people de­
pending on unearned income would have had very little, 
and all salaries and profits would have been cut down to 
little more than £160 per head. 

We can also approach the question in the following way. 
If we leave out of account income from abroad and invest. 
ment abroad entirely, and assume that the expenses of 
government are to be met out of home income, and that 
the increase of £230,000,000 2 in home capital, computed in 
the Census of Production (Final Report, pp. 32-3) as taking 
place in 1907, continues, we have the following: 

Home income in 1911 . .£1,900 millions 

Saring. • • 230 
Central Government • • • 180 
Rates not already deducted from 

business income 40 

Remainder. • .• .£1,450 million. 
Population, United Kingdom 45 million. 

The average annual income, per family of five, rate and 
tax free, is then £160 per annum, or .£170 if all foreign 
income not reinvested abroad were included. If we take 
4i persons to a family, which is near the true average, we 

1 TM Human Need8 of Labou,., pp. 129 and 131. 
I There iB some evidence that this iB over estimated, and perbapa 

.£200,000,000 may be nearer the fact; but it is very undesirable that 
investment at home should be curtailed, and the higher figure iB there. 
fore kept. 
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have £1~ or £1M.' This appears to be the income that. 
would be available (or individ11Al expellditure it the income 
Wel'8 pooled aud equally divided, i( 110 saving o( waste 
alleged to be inherent. in competitive productiOll were 
e1fected, 110 idle penona draW'll into indusby, it thel'8 
were no loss or efficiency wheD. salariea aud profit. were 
cut. down. no increase in efficiency Oil the part of thoee 
whose ~s were incnased, no vanishing of apparellt. 
income whell aUempt was made to tran.arer it, aud no 
~ller&l change in the method. of production; it, in fact. 
those en~ in producing the amenities aud luxuries 
consumed by families whose income was over £160 were 
transferred to the prodUctiOll of commodities desired by 
those with lower incomes. The very difticult. questions aa 
to the change in price levels resulting from nch a transfer 
cal1IlOt. be considered here. 

This .tatement mnst IlOt be construed aa au attack Oil 

socialism, for no writer assumes llowadays that re-divisioll 
without. a reTolutiOll in production is expedient.; it. is only 
a definition of au abstract. average, the e&lculation of which 
ha.t a certain utility in doMing a atarting-point. for con­
aideriug the possible results of reconstruction or society. 

The question how far whatever surplns there is in the 
rossession of the well-to-do is opeD. to appropriatiOll for 
national purposes by tuatiOll, aud how far it. might be 
possible to transfer it. directly by increasing wages, is 
discussed in the aequel 

Income grew rapidly in the three years before the war, 
and when the estimates in Table III are brought up to the 
date191S-U,the totalofall income is found to be rather over 
.£2,250,OOO,()()(), aud of home income bet.weell .£2,000,000,000 
and .£2,100,000,000, aud the average family income reckoned 
as abovl\ hte aud tax free, about. £liO. U net. income from 
abroad were included in the aggregate. the average would 
be about. £180 or less per family of 5, or £162 per average 

• • With .£UO the famil,. hu, with .£30 it hal Dot, the material coDdi­
\l01ll of a complete life '.-Manhall. 1'rirKipln of E~ica, 3ld editiOD, 
lS9S, P. 2. 
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family of 41. I am unable to obtain the figure of 
£2,400,000,000, frequently stated as the pre-war income, 
without making extravagant estimates of wages or of 
incomes from abroad. 

The general impression that there was wealth sufficient 
and to spare before the war, if only it had been equitably 
divided, was due partly to a careless assumption that the 
£1,400,000,000 not paid in wages to manual workers was all 
unearned (the large amounts paid in salaries or received by 
working employers making small profits being ignored), 
and partly to the visibly great expenditure on luxury. an 
expenditure the less justifiable since the margin above needs 
was so small in the country as a whole. A good deal of 
ostentatious expenditure may perhaps be attributed to the 
recipients of income from abroad or even to visitors from 
overseas; but on reflection it is evident that some 10,000 or 
20,000 rich persons spending £50,000,000 or more in luxury. 
duly advertised in the papers, and visible in all places where 
motorists congregate, would quickly give the appearance of 
great wealth lavishly spent.1 

It may be thought that the facile supply of the vast sums 
of money used in carrying on the war proves that the free 
income of the country was greater than here estimated; but 
since (1) savings at home and abroad, estimated at £230 
and £100 millions in 1907, were invested almost 801ely In 

war loan, (2) capital, goods, and stock, for the upkeep of 
which £190 million was devoted in 1907, have been allowed 
to depreciate, (3) a considerable part, perhaps one quarter, 

1 As some guide to the number of the rich, the following data are 
given:-

Estimated number of pen;ons with incomes over .£.5,000, chargeable to 
Super-tax in 1913-14, 13,850. (58th Inland Revenue Report, Table 138.) 

Estimated number of incomes over £2,000 per annum in 1905 (Seled 
Committee on Income Tax, 1906, p. 229), 47,000. 

Number of private dwelling-houBes of anDual value over £150 in 
London or over £100 in the reat of Great Britain (1913-14), 75,000. 
(58th Inland Revenue Report, Table 69.) 

Estimated number of private motor can in use in the United Kingdom, 
August, 1914, 151,000. This includes thOle used by docton and otbe" 
for professional purpOBes. (Communicated by the Secretary of the Road 
Board.) 
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of the capital held abroad which produced an annual income 
of .£194 million in 1911 has been brought home and lent 
to the government, and .£1,200 million borrowed in U.s.A. 
alone, and (4) production and expenditure, especially in the 
most recent years, have been at highly inflated prices, and 
(5) the ordinary measurements of value have quite broken 
down, 10 that no one knows to what a present expendi­
ture of £5,000,000 daily would be equivalent at pre-war 
valuation-it is not necessary to assume any great savi~ 
in consumption or increase in production (beyond that 
necessary to compensate the withdrawal of men into the 
services) to explain the possibility of the huge expenditure. 

If we leave the problem of the muimum that was open. 
to attack, and consider the narrower question as to how 
much was transferable from employers and shareholders to 
employees, we need a further classification, to show what 
income is obtained from different kinds of enterprise and 
industry. It is attempted to give a general view in Table IV, 
where the occupation figures of Table II are combineti with 
the income shown in Table III. Such a table is snfficient to 
show broad outlines and serve to separate to some extent 
the occupations where wage-earners are closely concerned 
with the creation of the value of the prodnct and its divi­
sion, from others where the value of the product depends 
little on their efforts. 

In forming Table IV there is a great deal of difficulty in 
separating the numbers and incomes between employers and 
salaried, and between those with incomes above and below 
.£160, and the numbers shown in italics must be regarded 
as rough approximations. The table and the following 
comments relate to the year 19l1. 

It is only in conneD on with the first two classes iil the 
table (productive industry and railways) that we can come 
to close quarters, and the discussion of the division in these 
classes is the subject of Part IV below. Agriculture presents 
so many diffioulties and special problems in this connwon 
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and requires such special knowledge that no detail is 
attempted. 

In the first group, which include~ the producti\"6 indus­
tries, the product depends iu a definite sense on the co-opera­
tion of manual and clerical labour. capital and direction in 
producing tangible goods sold in competiti\"e markets. The 
employers and shareholders recei\"e about 30 per cent. of 
the net nlue of the product,l about 9 per cent. goes in 
salaries, and 56 per cent. in wages; the remaining 5 per 
('ent. is accounted for by employers on a very small scale 
and independent workers. 

In railways, where the capital is very much larger in 
relation t() the receipts, 52 per cent. goes to the share and 
debenture holders, only 9 per ('ent. in salaries, though the 
work done in printe firms by employers is in this case 
done by salaried officials, and the remaining 39 per cent. in 
wages. (See p. 42 below.) 

The next group contains a miscellany which there is no 
means of sorting out. Transport by road and water account 
for one-seventh of the group, and in this case labour is 
a very important part of the cost. In commerce, on the 
other hand, wage-earners are very few, and are only remotely 
concerned with the production of income. In shop-ket'ping 
and other dealing wage-eamers (including shop-assistants) 
are only about 60 per cent. of all occupied, and their wages 
are only a small percentage of the turn-over; an increase 
of wages would have a relatively small effect on price. In 
the whole miscellany wages are 33 per cent. of the rotal 
net income, salaries 20 per cent., independent workers 
(small dealers and shop-ket'pers) account for 18 per cent., 
and profits and interests for 29 per cent. 

In agriculture wages, including payments in kind, tic., 
appear ro amount t() about one-third of the product. 

In domestic offices, in which are occupied 83 per cent. of 
the women included in Table II, no question of the division 
of any money product arises, except in hotels, restaurants, 

1 Interest at 5 per cenL on the eapit&l inTolYed ia about th~~Dth. or 
this receipt. or 9 per cenL of the net TLlue of the prodoct,_p. 89 below. 
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&0., as to whose profits and wages there is no general 
information. 

The income and detailed nnmbers in the line relating to 
professions rest on a slender basis, and are only inserted to 
complete the totals. 

Under Go.ernment Employment are included the Army 
and Nary (so far as ennmerated at home in the Population 
Census), the Civil Service, and &11 those employed by the 
Central Go.ernment or Local Authorities. whether in 
administration, sanitation and other work of public utility. 
tram service. water, gas or electric undertakings. or in any 
other capacity; the total nnmbers are obtained from tables 
introduced for the first time in the tensus of 1911 and 
depend in the main on the accuracy of the statements of 
individuals as to the service in which they were engaged. 
It is only in a small part of this group that profits are 
realized. 



III 

TIlE NATIONAL WAGES BILL, 1911 

Tal: main generallOurce of information as to earnings is 
the general inquiry made by the Board of Trade in 1906-1. 
The results were published (or the groups of trades shown 
in Table V. the last volume not being issued till 1912, but 
no general summary or report has ever been published. 
The returns from employers were volunu.ry, but sufficient 
information was received from the great majority of trades 
where the work is done in factories or large workshops to 
lead to reaults accurately representing the average earnings 
in these trades i the conspicuous exception is coal-mining, 
as to which returns were not obtained in sufficient nnmbers 
to lead to any report. Home workers, domestio service, 
dock labourers, and casual worken were not reported on. 
Shop-assistants and others occupied in dealing, catering, 
and commerce were not included. 

A detailed account was obtained of wages and eanllI1a""S 
in a single week in the autumn i in Table V are shown the 
average earnings of all who received payment I in that 
week, whether they worked overtime, normal hoors, or 
undertime. The averages differ by only a few pence from 
those relating to normal hours only. When different indus­
tries, in which the proportion of skilled to unskilled worken 
differs considerably, are aggregated into the general groups 
shown in the table, it is notioeable that the average earnings 
of all males in each of the groups are within 2&. of the 
general av~rage. vU.. .£1 &. Sd., except in the groups where 
women', work is preponderant (textiles, clothiDg, food. and 
tobacco), in which the average wages of males are alitUe 

, A Quite inconaidemble Dumber or pt'nonl who reeeiTed payment 
from two employe" iD the lame wt't'k are eounted twice ill the dirilOr 
IUIJ the average thereby YO'1 alighUylowel't'd. 



:!8 NATIOXAL WAGES BILL, 1911 

lower. There is little risk of error in the sta~ment that 
the average of .. week's earnings in ordinary industry in 
the autumnof 1911 was.£1 9& for men (over 20),10& 6J. for 
lads and boys, and £1 &. 3d. for all males, and in default 
of other information these averages can be applied (with 
suitable modifications) to other occupations. 

The a'\"erages of women's wages are also confined to 
fairly narrow limits, and those of women and girls together 
range from 9& 9d. to 136. Sd. 

The employers also stated the total amount paid in wages 
in 1906, and the number employed in one full week in each 
month. The amounts in the last col~n of Table V are 
obtained by diYiding this total of wages by the average of 
the numbers employed. The sums as obtained show the 
aYerage annual earnings on the assumption that the same 
persons were employed every week the factories were open, 
that is between 50 and 51 weeks, allowance being made for 
bank and trade holidays. In any particular week .. certain 
number would be absent through illness, and throughout the 
year there is .. margin of unemployment to take into con­
sideration, so that the a'\"ersge earnings of individuals are 
some 7 per cent. less in each case, as shown below. 

To connect the occupation statistics of the Population 
Census with the annual earnings so calcula~d we have to 
allow not only for sickness and unemployment~ but also for 
superannuation (since retired persons are frequently included 
under the occupations they used to follow) and for casUAl 
workers, who are either included under general labourers or 
under the occupations with which they are in~rmittently 
connec~d. For ordinary unemployment we have the per­
centage figures of the Labour Department, 3·8 per cent. in 
1906; for sickness we can use the experience of the Hearts 
of Oak Friendly Society in 1910, which shows :n average 
of 12 days (1.68 weeks) sickness yearly for its members 
between the ages of 15 and 6S,1 The allowances to be made 
for superannuation (in which we may include the majority 
of men "OYer 6S years) and for casual work are matters of 

I See Dr. Sno1l' in StGlUti("(l1 Jl>flnuU, 1912-13, P 477. 



T..llILE V. SUlUUJlY OF 11lB RESt"LTS OF THE W.lOB COst:S OF 1906.· 

Ayerap eaminp la one week of all penou, wbether' worklDg 
lull time, oyertime, or abort tim .. 

Induatry. JIa)-. Femal ... 

All 
O".r I UDd.r All. Oftr Und", All 20 1earl. 20 1ean. 18,ean. 18,..,.. 

----
•. 4. I I . 

•. 4 •• tl. •• 4. .. II. .. L t. 4. 
Tedilea 27 S I 10 5 !2211 14 10 8 8 IS 5 17 8 ... ... ... . .. I 
Clothing ••• •.• •.• . .. 28 S ! 8 7 , 2' 2 13 0 :; 8 11 S I' 10 
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Metal., ~neering, Shipbuilding 82 3 10 7 I 28 1 12 2 7 2 10 8 27 5 
Food and obacco ••• ••• • •• 26 5 10 2 , 23 5 II S 6 8 8 9 18 0 
Paper and Printing... ... • •• M 2 9 2 , 27 S 1111 6 S 911 2010 
Earthenware, Itc., and Chemical. ••• 28 S 11 , 25 8 11 5 8 10 10 2 23 8 
Miaeellaneolll... ... ... '" 27 9 I 10 , , 25 8 11 10 6 7 10 7 23 7 I 

Public Utility ... ... . .. 27 0 I 12 0 I 26 5 13 2 8 2 13 1 26 S 
Railway. • •• ... ... 26 8 1111 25 , 11 5 6 , 10 0 25 , 

Merage of all included in the table 29 2 10 7 26 S 18 6 7 3 11 10 23 I 
-~ L..... 

• Ezeludlng Agrlcultu .... 

Annual wage 
bWdh1dedb, 
a......,. nlUD-
bar emploJed 
ill a tlill week. 

£ .. 
'310 
87 2 
65 , 
68 10 
'8 10 
6. 0 
fli 5 
60 0 
67 8 
M 16 

.£58 It 

~ 
~ 
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conjecture; in the general estimate here given, about S ~r 
cent. has been allowed in each industry for su~rannuation 
and excessive ahsence from illness or unemployment of 
persons over 6S years, and some 3 per cent. or less fur the 
irregularity of earnings of casual worken. Then we have 
the following estimate for 1006: 

Ayerage aDOual ~ for emplolment of men and OOY' 
in :>0-6 weeke (i.e. the yev le8S trade holiJa,..1 • .£sg.o 

AlloW1Ulce for oruinary unemployment 3·8 rer cent., 
and sielrue. 3·2 rer cenL . • • • • 4~ 

AlloW1Ulce for 8uperannuation, .te., 3 per cent. . 2·0 
Allowance for c:a..rual workers, 3 rer ~nL 20 
.. herage anlJual evning'll of maIl'S, counted in the 

population cen'u~ u occupied in indu.try • .£57·4 

The average is raised by the inclusion of coal mines, by the 
greater regularity obtained in government and some other 
employments, and lowered by the inclusion of ag-riculture ; 
estimates hl1.e been made for each industry !'eparately, till 
all wage-eamers in the eDited Kingdom are &cc(,unted for, 
with the result that the a.erage earnings of all males 
occupied in the sense used in the Population CensU!J was 
£56·1 in 1906 and £5;·4 in 1911. The wage-bill in 1911 f,)r 
the 11,000,000 males shown in Table II is therefore estimated 
as £c31,000,OOO. This estimate includes the nlue of pay­
ments in kind to agricultural worken. 

For women and girls, including shoJrassistants and 
domestic servants,l with little deductiun for superannuation, 
since the majority retire on marriage, an a\·e~e of £32·:; 
is estimated for 1911, and an aggregate of £151,OOO,fX)(). 
The margin of error is greater than in the case of men, but 
the total concerned is smaller. 

For both sexes the aggregate is estimated at £;33,000,000 
in 1906, and £;82,000,000 in 1911. This estimate is rather 
below those generally quoted.' .. 

I The luerage annual earning'll of dome.tic ee~t.a In taken .. .£37 
in 1911, including a nluation Cor board and lodging. 

• Othl'r estima .... quoted in Briti.,. I_",u. p. 427 (1907). no,,11'1, 
.£7(0,000.000; Mooey. £7(13,000.OOO-both uC\u<hng aho~i.t&Dta. wbo 
account for £50,000.000 in the text here; Whittaker, .£8~1.000,ooo; 
(1908), Fabian Society, £730,000,000. • 



IV 

WAGES, SALARIES, AND PROFITS IN THE 
PRINCIPAL INDUSTRIES, 1907 

'VB are less in the region of hypothesis and more on the 
basis of ascertained statistical facts when we confine our­
selves to the productive industries included in the Census of 
Production of 1907.· These account for half of the wage­
earners in the United Kingdom, and for about 36 per cent. 
of the home income, and include nearly all the manufacturing 
industry and mining in the Kingdom. 

The method of this Census was to estimate the selling 
value of the gross product of the industries in the year, and 
from this total to subtract expenditure on raw material, 
including the products of other industries which were further 
worked up, fuel, and some other items, and so to obtain the 
• net output' of each industry. The net output • constitutes 
for any industry the fund from which wages, salaries, rents, 
royalties, taxes, rates, depreciation, advertisement, and sales 
expenses, and all other similar charges have to be defrayed, 
as well as profits' : for clearness it should be added that 
interest on invested capital, whether borrowed or owned, 
comes from the same fund. The • sales expenses', as a 
separate category, exclude, of course, salaries of travellers 
and other employees. 

The net output in these industries is stated as £712,000,000; 
from this must be deducted for our purpose £53,000,000, the 
product o~overnment work and of railway shops which in 
the Census reckoning contain no element of profit, and 
£15,000,000 paid in excise duties before sale: the remain­
ing net output is £644,000,000, and it is to this that the 
following analysis relates. 

The value of this output can be built up by estimates 



32 WAGES, SALARIES, AND PROFITS 

obtained (except as to numbers employed) independently of 
the manufacturers' returns to the Census thus: 

Wage8 
Salaries • 
Depreciation 
Rates. • • • • . • 
Rents, Royalties, Interests, and Profit. 

Total 

.£3014,000,000 
60,000,000 
57,000,000 
10,000,000 

188,000,000 

.£659,000,000 

These figures are very important, and it will be well to 
state as definitely as possible the data and method of estima-
tion on which they depend. • 

Naturally, in view of the large element of estimate in· 
volved, exact agreement cannot be obtained; the discrepancy 
would be rather greater if expenses of advertisement and 
fire and accident insurance 1 were subtracted, as they should 
be, from the £644,000,000 net output j the error of 3 or 4-
per cent. is not greater than might be expected. In the 
sequel it is the proportions that wages bear to salaries and 
to profits, &c., that is principally considered, and there seems 
good evidence that the table gives these proportions with 
sufficient accuracy, The numbers differ from those in the 
first line of Table IV, because the latter relates to 1911, and 
includes independent workers and employees in small work. 
shops, as to whom information was not obtained in the 
Census of Production. 

l. WAGEs.-No information as to wages was given in the 
returns made for the Census of Production, but the number 
of persons employed on four specified days (the last 
Wednesdays of January, April, July, and October in the 
year of return) was stated for the bulk of the industries I; 
these persons were classified as wage.earning or salaried, 
male or female, over or under 18 years of alfe. In the 

1 In future investigation the amounts paid for health and unemploy­
ment insurances must al80 find a place, but in 1907, of coune, these were 
not in existence. 

• In wQrklihops, as distinguished from factories, the numben ordinarily 
employed were stated; for outworke~ the numben were stated for 
February 1 and August I. 
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industriel to which the figures above relate the average of 
the four records of wage-eamers were: Males 4.830,000, 
Females 1,182,000; including out workers, Males 21!XXJ. 
and Females 15,000. These numbers must be very nearly 
the true average of those employed throughout the year on 
the days the factories and mines were working. 

For eamings we must turn to the wage census of 1906. 
summarized above. The final column in Table V shoWl for 
each group of industries the annual wage-bill divided by 
the average numbers paid in twelve selected weeks. Similar 
figures are given for each of the industries (over 100 in 
number) dealt with in the wage census. The numbers of 
persons are thus computed on .. basis very similar to that in 
the Census of Produotion, and the average eamings shown 
(with lome adjustment to pass from 1906 to 1907) can be 
applied without risk of any serious error to the numbers of 
the Census of Production. The numbers in 60th casu are 
exclusive of persons absent from illness, unemployment, or 
any other causes. and oonsiderable additions for these and 
for penons occupied in very small workshops or working 
independently would have to be made if we were accounting 
for all the persons shown in the ocoupation tables of the 
Census of Population; but for the purpose of computing 
the wage-bill corresponding to the net output of these 
industries no such additions are necessary. 

The wage census covers very nearly the same sphere of 
industry. with the exoeption of mining. as does the Census 
of Production, though the classification di1l'ers. To obtain 
the wage aggregate the information has been tabulated 
industry by industry. and adjusted to the Census of Produc­
tion classification. 

For coal mining a difl'erent and less exact method has 
been follo~d. From the material published in an earlier 
Census of Wages in 1885-7, for which fairly adequate 
returns of the eamings of miners were obtained, it is 
computed that at that date the average annual earnings of 
all employed in or about ooal mines was £52 lOa. Between 
1885 and 1907 hewers' piec~ rates, according to the Labour 

'11' 
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Departments' reckoning, increased 52 per cent.; but from 
the Home Office Statistics of output and numbers employed, 
the number of tons of coal raised per person occupied in or 
about the mines diminished in the same period 10~ per 
cent., and presumably very nearly the same relative fall 
would be found if we could have taken as the quotient the 
number of tons divided by the number of hewers. 

The rise in rates combined with the fall in output re....wts 
in an average increase of hewers' annual earnings of 861 
per cent. In the absence of complete information we can 
only assume that the average earnin","'S of other persons 
employed increased in the same proportion, and consequently 
that the annual earnings in 1907 were b2 (without allowance 
for sickness, &c.). 

The necessity of using this involved and uncertain method 
of calculation, based on records now 82 years old and enn 
then incomplete, and involving reference to three indepen­
dent publications by two unconnected Departments, illU!J­
trates how hopelessly inadequate are our national statistics, 
even for calculations of very considerable importance. 

In spite of these difficulties in details, there is very little 
possible margin in estimating the aggregate, which may 
be regarded as correct within perhaps 3 per cent. (or 
£10,000,(00); if it errs, it is more likely (from the evidence) 
to be under- than over-estimated. 

2. SAuRIEs,-The number of salaried persons in the 
same group of industries was: Males 390,000, Females iO,OOO. 
The distinction between wages and salaries was made by 
the employers, who were instructed to include as • salaried' 
the following :-clerks, travellers, salesmen and buyers in 
the sole employment of a firm, and the management staft 
In the case of companies some men ue salaried whose 
functions are nearly the same as employers in private firms. 

For the amounts of salaries we can only make estimates, 
as in Tables II and IV above. The Income Tax returns 
show salaries above £160 in all occupations together, in­
cluding commerce, dealing, transport, and government and 
professional service, as well r..s industries; the British 
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Association Committee obtained lOme information showing 
the relative numbers above and below .£160, and the average 
of those below.£160. COIlBideration of these data leads to 
the following estimate : 

270,000 miD aDd lad. with . 
.alarie. uDder .£160 A.,erage .£75 A.ggregate '£20,000,000 

120,000 meD with wari .. oYer .£160 ".£300 .. .£36,000,000 
70,000 womeD aDd girl, ." .£55" .£.,000,000 

Total .£60,000,000 

The average for women is quite doubtful, but, since these 
numbers are relatively small, the uncertainty has very 
little effect on the toW. 

8. DEPllEcuTIoN.-From an analysis made in the Final 
Report of the Census of Production (pp. 85-6), it appears 
that the capital of the companies and firms concerned may 
be estimated at .£1,200,000,000,' of which .£800,000,000 is the 
value of buildings and plant, and .£400,000,000 the value of 
lands and working capital. On the &ssumptionothat build­
ings and plant need (on the average) complete renewal in 
10 years, .£61,000,000 annually should be reckoned for depre­
ciation on & " per cent. basis. Repairs currently carried on 
by employees of the firms owning the plant (aud already 
deducted from the gross output) are estimated as subtracting 
about '£10,000,000 from this total. Hence we get the 
'£51,000,000 included above (p. 82). The estimate is evidently 
very rough, and in practice it is not easy completely to 
distinguish renewals from new investment, since improved 
types of machinery and more expensive buildings replace 
obsolescent plant and structures, and current allowance for 
depreciation is generally on a hypothetical or formal basis. 
The sum included is intended to be that which is necessary 
to set aside/rom the year's profits to make good the year's 
destruction of capital, 

4. RAns'-Rates on business premises are working 

I Deduction. are made, &I with profit., Det product and Dumben 
~mployed, for uDdertakiDgtI (Local Authoritiee, .te.), for which DO profit 
lIahowu. 
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expenses and are so reckoned in assessment for income taL 
The average rate in urban areas in 1907 was &. lOld. The 
assessed value or buildings and land occupied by the 
industries included was approximately '£29,000,000; hence 
rates amounted to '£10,000,000. 

5. PROFITS, ETC.-Profits, interests, and royalties are 
assessed to Income Tax under Schedule D, and lands and 
buildings under Schedule A. In the Income Tax returns 
those arising from the group of industries included in the 
Census of Production are not distinguished from profit 
and rents from other sources, but very fortunately 
Dr. J. C. Stamp (of the Inland Revenue) has given in the 
Economic Journal (1918, p. 284), an luthoritatiye estimate 
of precisely the sum we want to know. • An analysis of the 
income-tax results, in order to obtain, for 1907, those proper 
to the industries covered by the Census, has given (with 
additions for the premises occupied and for businesses 
exempt from income tax) '£198,000,000 as the full profits: 
To obtain this sum considerable allowances have already 
been made for depreciation, but .£3,000,000 has to be deducted 
for various allowances from gross income, a further .£5,000,000 
for the statutory allowance for depreciation on .£29,000,000 
annual value of buildings included in the estimates and 
about '£2,000,000 more for profits of local authorities excluded 
from the estimates in this section. When these deductions 
are made, the amount .£188,000,000 as stated above (p. 32) 
is obtained. 

This sum is the amount of income as defined for income­
tax purposes, and many criticisms have been made as to the 
fairness of assessment, suggesting that income is over-assessed. 
and in particular that no allowance is made for losses and 
insufficient allowance for depreciation. Dr. Stamp goes very 
fully into this1 and finds that the whole assessed value for 
all the profits reviewed under Schedule D is perhaps 41 per 
cent. in excess or true income. The most considerable part 
of this excess appears to apply to profits, &c., not arising 
from the industries here in question, and it is sufficient to 

I Briti8h Income.,-S>p. 17~203. 
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eay that & relatively emalllt1lD, perhaps £5,000,000, ehould 
be deducted from the £188,000,000 to obtain the income 
really available for employers and owners; against thie, 
however, ehould be put lOme estimate for income legally 
taxable, but concealed and evading tax. 

In comparing wages and ealaries with profits, interest8, 
&0., we may eet aside depreciation and rateLI We have 
then the following table :-

DIVI81011 OJ' TUB NBT OUTPUT OJ' lb»VJ'~CTt7BllIO IIDU8TBIES 

,UD lInnllG 111 1907. .. 
Wages. • ••• 
SaLUie. under £160 
Salaries over £160 • • • • 
Rent., royaltie .. intereBt., aad profitt • 

:rota! • 

Percentage. • 
.£344,000,000 58} 

24,000,000 4 68 
36,000,000 6 

188,000,000 S2 

592,000,000 100 

If the estimates here given are accepted it will be seen 
that Sir Hugh BeU'. forecast (p.5) is not realized so far as 
this group of industries is concerned. It is true that the 
method of computation here followed is not that indicated 
by him, eince he speaks of the total sale value (or gross 
product), whereas here the values added industry by industry 
are the basis; the difference between the gross product and 
net output, however, is made up mainly by payments for 
materials, &0., the output of other industries, and (apart trom 
imports) involves duplicate reckonings j the proportion 
between earnings and profits would be nearly the same 
whichever basis is adopted. We can only obtain Sir Hugh 
BeU's 75 per cent. if we count £40,000,000 of the 
profits, &0., as payments to· employers for their share of 
production, which would be a not unreasonable method, for 
a sum cOlJl!>arablA with this would pay their salaries if their 
businesses were turned into private companies \Vith them 
as managers. 

1 A great part of the rate. pay tor public Beniee. necesaary tor the 
industry (road., draina~, etc.); part pays for the educatiOD of the 
operatives' familie., and lD ODe lense i. an addition to earniDga, but this 
can hardly be added tg wage. in this computation. 
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There can be little objection to taking the salaries under 
£160, where average is little higher than that of manual 
earnings, under the same heading as wages, and not as in 
any way being at the expense of wages. As to the higher 
salaries it can only be said that no more fatal economy 
could be made than in curtailing the application of brains 
to industry, and it would be a very dangerous experiment 
to make any great reduction in their remuneration. It is 
very unlikely that the administrative and clerical staff is 
redundant in profit-making industries, and that the numbers 
could be djmjnjshed without loss to the output. If we sup­
pose that the excess of every salary iver £160 was trans­
ferred to wages, these would be raised only 5 per cent., and 
if only the higher salaries were attacked the average increase 
of wages would be negligible. 

It is by no means evident, on the other hand, that wages 
could not have been raised at the expense of profits, whether 
by general pressure for increases on the part of wage-earners, 
or by a reconstruction of the whole system of ownership of 
capital and direction of industry; and, without any attempt 
here to discuss the question in its many aspects, attention 
may be directed to some numerical considerations. 

Mining royalties and kindred payments are estimated at 
about £7,000,000 annually.1 To discuss their nature and the 
factors which determine their amount is beyond the scope of 
this analysis. They can reasonably be taxed or may be owned 
by the state, but to hand them over to the workers in or 
exploiters of mines would be analogous to handing over the 
agricultural rent of a fertile farm to the farmer or labourers 
who happened to work on it. If this view is accepted, we 
are left ~th £181,000,000. 

Whatever the system of ownership, the capital used in an 
industry was not in general created by the pres:nt workers 
in the industry; buildings, plant, and machinery are pro­
vided for them as the result of past industrial activity, and 
each industry must bear the expense of its own capital. If 
the stat,e provided the capital, it. would still have to be paid 

I BritiM l_u, p. 194 
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sooner or later out of the prodacts of the industry before it 
was worn out. Provision for depreciation merely keeps the 
capital intact without paying for it. If we take tor hypo­
thesis the Marxian view of interest, and ignore time as an 
element in valae, as a lOCialiatiO government might attempt 
to do, an industry might be required to pay back the value 
of ita capital to a general fund in say 25 yean; this would 
require" per cent. for 25 years and thereafter nothing. 

To payoff the capital in 25 yean, reckoning interest on 
outstanding loans, as in Wsting industry and in existing 
government loans, would require an annual charge of 6-4 per 
cent. (taking interes\ at "per cent.). The difference between 
" per cent. and 6·4 per cent. illustrates the difference of the 
charge on the two bases. 

We may take it, then, that a payment for capital must be 
made by every undertaking using it, whether the money 
goes to private owners or to the.state. 

The estimated capital of these industries in 1907 was 
'£1,200,000,000 (po 85), including buildings, plant, land, and 
working capital, and the annaal payment at " per cent. 
would be .£48,000,000. This is a very low rate for industrial 
capital and is taken as the minimum that anyone would be 
likely to suggest. Of this a part was for interest on deben­
tures and mortgages and for rents, which mast be paid 
before any surplus is divided for profit, and of course 
a considerable part is interest on capital owned by the 
firms or employing companies. The element of rent for 
land, apart from buildings, is probably not great, and there 
are reasons for holding that this is an unavoidable charge 
on the indastry whether it goes to a private owner or to 
the state. 

After subtracting this sum for interest and rent, there is 
left .£ISS)loo,OOO for profits. If the whole of this were 
handed over to the wage-earners. their earnings would be 
increased by the handsome amount of 42 per cent. i but still 
they would not be opulent, for the average of earnings of 
men fully employed would be only 411. 6d. a week, 22 per 
cent. above Mr. Rowntree's pre-war minimum of 35 •• 3d. 
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(or say 348. at the lower prices of 1907). If the more 
moderate assumption is made that half is left. to the em­
ployers, which would leave them only a very modest average 
income, the minimum 35,. 3d. would just be obtained as an 
average; but the minimum would only be reached by all if 
at the same time skilled earnings were brought down to this 
sum.1 At the same time the sum in the possession of the 
employers would be so small that they would not have enough 
to take necessary risks in development of their manufactures 
nor to invest new capital in them. It is rightly held that 
investment by successful employers in their own business 
is one of the main sources of industrial progress. 

Actually there is a very definite reason why this sum 
cannot be made available in this way. It must be granted 
that the product of each industry ought to pay for its own 
labour and all other expenses, unless there is very good 
reason for. subsidizing it out of the product of other in­
dustries. Similarly each branch of industry and each 
separate firm or company ought to pay its own expenses 
or go out of existence. Now this £133,000,000 estimated 
profit is not obtained by all firms in exact proportion to the 
number of workers employed. Some undertakings by 
good management, abundant capital, partial or complete 
monopoly, or good luck, obtain large profits, others obtain 
little or none. In the former group the wage-earners could 
receive a considerable addition to wages while the em· 
ployers still enjoyed moderate profits; in the latter group 
an increase in wages would drive the firms out of existence. 
Profit-sharing is not in general approved by trade unionists, 
and an inequality of wages based on an inequality of skill in 
management or monopoly would not be approved at any 
rate by those who received the lower rates. It may be said 
that inefficient firms ought to cease operation, -and their 
place be taken by an extension of the more prosperous, and 
no doubt such a. process is continually going on; but un­
fortunately there is a. dearth of the highly specialized skill 

1 For this rough statement it is assum~ that women ' .. boYI', and girls' 
earnings are raised on the average in the aame pro.portion l1li men' .. 
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which results in prosperolll blllines8, and not enough of it 
to keep all industry in a high state of efficiency, nor is it 
a quality that is developed by government organization or 
by ordinary education, and in each undertaking there come8 
a point where even special ability i8 nnable to secure 
efficiency beyond its existing scale of operation, and much 
production mlllt be carried out by employers with only 
moderate aptitude and only moderate profits. 

Wage-earners in fact can only claim a share in that 
product which they personally help to produce, so long as 
a system of wage-payments exists, and in very many cases 
the margin of profi' is extremely .malL SUrplU8 or large 
profits can reasonably be taxed for the general benefit, but 
cannot generally in any equity be handed over to wage­
earners, unless the principle of profit and IOS8 sharing is 
admitted. 

It by no means follows that no increase of wages was 
obtainable in some cases at the expense of profits in 1901. 
(1) Where there is a considerable element of monopoly and 
considerable monopolistio profits throughout an industry or 
in firms controlling a. large part of it, the owners could be 
forced to share the abnormal profits with their employees, 
if the industry was olosed by Trade Union or other action 
to outsiders. (2) The raising of wages, whether by a legally 
enforced minimum or otherwise, might force employers to 
become more efficient or, if a small number of inefficient 
employers were obliged to stop, others might be able to 
extend their operations 80 as to give the same aggregate 
employment; evidently this process cannot go very f~ 
without radical ohanges in methods. (3) Without a system 
of profit-sharing based on individual firms, it has been 
found po;sibJe for workmen's earnings to increase or 
diminish with profits by sliding-scales based on realized 
prices. By a revision of the basis of the scale, part of the 
profits could be transferred to wages, if there was an eJement 
of monopoly, and by increasing wages more than propor­
tionally to prices when prJces were above normal a greater 
part of excessive profits could be transferred to wages. But 
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these cases are temporary or exceptional and could only lead 
to & relatively small change in the proportion of total wages 
to total profits. Most people who study the question closely 
will admit that only & fraction of this £133,000,000 i~ open 
to direct attack by the wage-earners. 

Under & socialistic regime, where profit was not the 
determinant, the difficulties of ineqnality of efficiency of 
management might be obscured, but they would still exist, 
as they did in pre-war government undertakings. 

It remains in this section to pass in review some principal 
industries for which adequate information is available. 

RA.n.wAys.-Transport is not included in the detailed 
estimates of the Census of Production, but other official 
statistics are available for railways,· which lead to the 
following estimates, which relate to all employed by railway 
companies. 

UIOTED KINGDOM, 1911. 
Annual Wage Bill • • • • • • 
Salaries, 10,000 above .£160; 80,000 below '£160' 
Coal. • • 
Rates and tazes. . • • . • 
Materials and other working npenBea . 
A8Sesaed to Income Tax, net (approzimately) 

Whole receipts by Railwa1" 

.£35,000,000 (a) 
.£8,000,000 (b) 
.£7,000,000 
.£5,000,000 

'£25,000,000 
.£47,000,000 (c) 

.£127,000,000 

We thus find that £90,000,000 (the total of (a), (b) and (c) 
in the table) was available for the payment of profits and 
interests, salaries and wages. Of this total about 39 per 
cent. went to wage-earners, 9 per cent as salaries, and 52 per 
cent. to shareholders, &tc. It need hardly be said that in 
this industry the capital employed per wage-earner is ex­
ceptionally great, and even if the State constmc~d, owned, 
and operated & railway, the payment of interest or other 

1 16th Abatract of Labour Statistics, p. 93, Railway Ret1ll1ll, 1913. 
Inland ReYenue Reports. 

• Baaed on British Aaaociation ReporL Amount aaee.ed by wpecial 
income-ta:s: commissioners ie only .£6,s08,ooo, but thie probably nclude. 
'Weekly .!aries.. 
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provision for capital would need a considerable proportion 
of the net earnings. 

But it mtLBt be remembered that it is by no means an euy 
thing to decide what is the value of capital fixed in an 
undertaking. When a business is started the actnal 811m 
invested is definite, and the additions from t.ime to time 
can be known. An attempt can also be made 10 to adjust 
renewals and depreciation as to. keep the physical equi~ 
ment at an unchanged efficiency. But the value of fixed 
capital is determined not by what it cost, but by what it 
can earn, and it is bought and sold on this basis. In the 
case of old-established railways t.he original coat is only of 
historical interest; the Ihares and debentures have con­
tinually changed hands, and the only capital value that can 
be usigned is bued on the current value of the lhares, &c. 
If wages were raised apeciaUy in this industry, 10 that 
working expeDiel were greater, the value of the shares 
would automatically fall In the case of industries where 
capital wutes rapidly and fluid and new capital is relatively 
more important, the difficulty here indicated is less, but it 
It ill exists. 

COAL Ml1ms, 1911. 
In this case we can use the Home Office Statistics as well 

as the Census of Production, but the estimates must remain 
rough because of the uncertainty of earnings discussed 
above (pp. 33-4). 

Wagel and earniDgi • 
8a1ariel (111,000 penonl) 
Materiall • • • • • • 
Ratel and depreciation, adYertiaement, &c.' 
Alleaed to Income Taz-

Royaltiel • • 
Prefitl and iDterest 

Value of pu output 

Toni of coal railed • 

£60,500,000 
.£2,500,000 

.£19,000,000 
.£11,500,000 

£7,000,000 
£10,500,000 

• £111,000,000 

• 272,000,000 

I Thil il obtained b1 lubtracting the other itelDl, for which iDform .. 
tion it fairl1 adl!(juate, from the groaa product, and it therefore IUbject 
to the accumulation 8f an1 inaccuraciel iD other item&. 
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The capital involved is estimated (Cen8U8 of Production, 
p. 35), at 108. per ton raised, viz. £136,000,000; on this 
sum the interests and profits equal 8 per cent. 

If we exclude royalties for the reasons given above, we 
have £73,500,000 divisible as wages, salaries, and profits; 
wage-earners get 821 per cent., salaried 3} per cent., and 
employers 141- per cent. When royalties are included the 
figures become 75 per cent., 3 per cent., and 22 per cent. 

In Table VI corresponding figures are shown for 19 im· 
portant industries. 

NOTES TO TABLE VI. 
Those industries are selected which employ the peatest numbeR of 

pel'llOns, and for which there are adequate wage ,tahetici. 
In the columns showing net out'put, 10 per cent. haa been allowed in 

each case for rates and depreciatIOn of capital as shown (p. 821 for all 
the l'roductive industries together. This flat rate should be modified for 
partIcular industlies, but no information is available. 

The net output SO reduced is divided by the average number of wage­
earners recorded in the Censul of Production to obtain average output 
per wage-eamer. 

The average earnings are computed from the wage-<:ensu8 of 1900, as 
discu88ed above. If allowance was made for lost time through illnell8 or 
unemployment, the avenge would be lower; but as stated they are 
properly comparable with the output per head, as it is computed. 

Aggregate wages are calculated from the average wage paid and the 
average number employed, and compared with the total net output to 
obtain the percentage that goes to wages. 

For aggregate salaries it is assumed that in each industry the average 
salary is £130, as is computed above (p. 35) for all industries together. 
Since the proportion of the total net output is .mall, a margin or error 
can be allowed here without seriously affecting the other percentage-. 
The aggregate of salaries in each industry is then expressed as a percent­
age of the total net output. In the cases of clothing and of building, 
salaries on this basis amount to 80 large a proportion tbat it i. probable 
that .£130 is too high and that they are not .eparated from tbe last 
column. 

The residue when wages and salaries are deducted is .boWD in the lut 
column as a percentage of net output. 

The difference in average earnings in these ~ustries is 
mainly attributable to the variation in the proportion of 
meli and women employed; thus the average is high in 
the metal trades, building and gas works, and low in the 
textile, clothing, and tobacco industries. 

Not too much importance 8~ould be attached to the 
variations in the percentages that are attributed to salaries, 



TULE VI. CU8U8 OJ' PBoDUCl'IOll'. 1901. 

J'rInelpailDdutriM. 

'fotal ,mlIllo_ Per .. -.,..., . 
• ---------1-----1------ --- --- ---

ron and Steel Production 27,1 
~n,rineering ••• .... 4l1,lI 
ihlpbuilding ... ... 16,7 
:ottoll ..• ••• ••• 40. IS 
Vool and Wonted ... 16,7 
ute, Hemp, Linen ... 8,5 
lleaching, Dyeing, Finish· 
iDg ••• ••• ••• 9,5 

ilothing and )!illinerJ' ... 24,6 

loot. and Shoe.... .. . 
Iread and Bilcuit. .. . 
lrewing and Malting ... 
'obacco... ... •• 
'aJle~making •.• ... 
nnting and Bookbinding 
roodworking, Furniture, 
Upholatery ... .. . 

:rick and Fuecl", .. . 
hina and Earthenware .. . 

uilding and Contracting 

at Companies ... 

8,1 
1M 
25,S· 

5,S 
4,1 

IS,8 

15,2 
5,0 
4,2 

88,7 

10,4 

110 
108 
93 
72 
66 
56 

97 

58 

69 
108 
867 
171 
106 
88 

92 
76 
85 

81 

210 

81 
66·5 
70.:; 
48 
40 
81·5 

M·5 

36t 

48 
53 
63 
14·5 
53 
56·5 

59 
56·5 
47 

67 

78 

74 7 19 
62 11 27 
75 8 17 
68 " 30 
61 7 82 
55 6 89 

58 • 8t 85\ , 
65 35 

70 
50 
17 
20 
50 
64 

64 
74 
72 

83 

87 

14 
15 
8 
8 
7 

18 

15 
10 
12 

7 

. 
17 

18 
as 
75 
72 
43 
20 

21 
16 
18 

58 

, 

--------1----- --- -------- ---
lllndultriee in the Cenlul 
or Production, ror which 
proflte are ,hown ... 590,0 .£97 8 .£57 0 58 10 

vi •. : 
.£590,000,000 

Arter excise i. subtracted. t Including outworkeR. 

82 
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since it has been necessary to assume the same average 
salary in all industries for want of information. 

The expense of advertisement was ignored in the general 
discussion on pp. 37 seq. above, since in many industries it is 
quite small. But it probably accounts in part for the high 
percentages shown for tobacco profits, where the amount of 
capital involved is also unusually great. 

It would be expected that the variation in the amount 
of capital employed per workman would dominate the 
proportion that goes to profits, rents, and interests. There 
is no adequate information by which we can compute the 
capital, and even if we could the value depends so much 
on its earning capacity that there woul<f be danger in doing 
so. We can only repeat that a substantial part of the 
residue after wages and salaries are made must be allotted 
to the interest on or repayment of capital before profits are 
divided. Of the profits, considerable amounts are, no doubt, 
in many cases re-invested in the works from which they 
are drawn, and it would be very dangerous to the future of 
these industries if this process were checked. 



v 
SUMMARY AND CONCLUSIONS 

Ix considering the division. of the product of home 
industry we must exclude income derived from abroad. 
The aggregate income of the residents in the United King­
dom in 1913-14., derived from home sources, was probabJy 
between £2,OOO,OOO,ilOO and £2,100,000,000. In 1911 it 
was £1,900,000,000 or Jess, and of this £800,000,000 (42 per 
cent.) was received as wages, and £264,000,000 (13 per cent.) 
or somewhat less was received in small salaries or earned 
by independent workers or small employers whose income 
was due almost entirely to their own exertions. In all 
rather more than one-half was em·ned by people whose 
annual income was under £160, and when old age pensions 
and small receipts from property (whose owners' incomes 
were below the exemption limit) are included, we find 
nearly 60 per oent. of the whole in the hands of this 
group. 

About 40 per cent. of the whole (£742,OQO,000) form the 
income from home sources of 1,100,000 income-tax payers 
and their families. Of this £145,000,000 certainly was 
I earned' as salaries or by farmers, and £190,060,000 cer­
tainly was I unearned' (in the sense in which the word is 
currently used) and obtained from the ownership of real 
property or securities. The remaining £407,000,000 is the 
total of all profits of trades and professions (excluding those 
which go),o persons whose incomes are under £160), and 
a considera.ble part (whose amount cannot be ascertained) 
goes to shareholders and others who take no active part in 
the businesses. The average salary of salaried persons 
pa.ying income-tax wa.s about £340, and the average profit 
(whether arising from 118e of a person's own capital or 
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simply from personal exertions) of all persons assessed to 
profits over £160, may be roughly estimated at £500; this 
group includes the assessments of men and women in pro­
fessions as well as those engaged in business. 

Thare was a considerable transference of the income-tax 
payers' incomes to the benefit of the poorer classes. Not 
only are old age pensions (already included above as income) 
drawn from taxation, but the expense of feeding of school­
children, much of the expense of education, and on poor­
law relief, and other benefits financed from the rates, con­
tributions to national insurance, &c., are mainly deductive 
from the incomes of the well-to-do, and the actual income 
of endowed charities (£14,000,000), -is included in the 
£742,000,000 in Table III. No attempt is here made to 
allocate the expense of national defence and other national 
expenditure between the classes; but, evidently, in the 
future it will be necessary to pay very careful attention to 
the incidence of taxation when estimates are made of the 
spendable income in the possession of different groups. 

In the £190,000,000 distinguished above as certainly 
unearned is included £76,000,000 derived from house pro­
perty ; though this does not differ essentially from other 
income derived from ownership, it is well to make clear 
that in the supposition presently made that all unearned 
income is nationalized is involved the supposition that those 
who have provided (as well as those who have inherited) 
houses receive nothing, and that people who own the houses 
they occupy are taxed 20& in the pound on the annual 
value. 

We must certainly allow something for the work of active 
employers, professional men, and salaried employees, when 
we are considering surplus income. Let us suppose that 
each earned income is reduced to £160 per annUJll. When 
we have subtracted the incomesso reduced, farmers' incomes 
and the incomes of endowed charities, from the £742,000,000 
of tax-paying income, we are left with about £550,000,000. 
This may be taken as a maximum estimate of surplus and 
unearne~ income that could be I'egarded as transferable to 
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national purposes. Actually the cutting down of earned 
incomes would in fact seriously diminish the power as well 
as the will to work, and a good deal of income would dis­
appear in the process of transfer. £550,000,000 ia then an 
outside estimate of the part of home-produced income that 
ia the target of attack by extreme socialists. 

Out 'of tlli mID, however, the great part of national saving 
is made and a large part of national expenses are met; when 
these are mbtracted only £200 to £250 millions remain, 
which on the ememest reckoning can have been spent out 
of home-produced income by the rich or moderately well~1r 
on anything of the qture of IUX1U')'. This lum would have 
little more than mfficed to bring the wages of adult men 
and women up to the minimum of 35,. 3d. weekly for 
a man and 20& for a woman, which Mr. Rowntree in TAe 
lluman Nted8 oJ Labour estimates as reasonable. 

In fact the .pendable wealth of the nation derived from 
home industry has been grossly exaggerated by loose 
reasoning. Before the war the home income would not 
have yielded more than £230 gross annually per family of 
five, or £170 net after all rates and taxes were paid and an 
adequate .um invested in home industries.' The income 
brought home from abroad amounted to about £90,000,000,' 
or £10 a family. The average family is not, however, five as 
is frequently assumed. but about '1 persons I; thenumberof 
households is not 9,000,000 as just taken, but about 10,000,000, 
and the average net income of a family would have been 
£153 from home-product or £162 if income from abroad is 
included. H this sum. is compared with pre-war wages it 
must be remembered that there are on an average nearly 
two earners to a family. 

I An equal distributioll or pooled iDcome would make eDormoUl 
dift'ereDceI to pricea, but it doe. 1I0t aeem lIeceaarJ to attempt aDy 
estimate here. 

• The reudue 'howa iD Table III or roreip iDoome iI reiDyetted 
abroad. 

• The average urba. workman'. f.unily COllaista or 1·9 eanaera aDd !·3 
IlOD-4IarDen approximately. A, Mr. RowaUee" minimum ratee the 
weekly iDcome would be Dearly .£3. . 

IIIf ~ D 



50 SUMMARY AND CONCLUSIONS 

When it is realized that the whole income of the nation 
was only sufficient for reasonable needs if equally divided, 
luxurious expenditure is seen to be more unjustifiable even 
than has commonly been supposed, and the problems of 
obtaining a distribution that is more reasonable and of 
reducing poverty appear more difficult, though none the 
less urgent. 

There are three methods of redistribution: (1) an equal 
division of the income; (2) taxation of the larger incomes; 
(3) raising of wages. Of these it is not proposed to consider 
the first; the effect would be that the capital and.. labour 
engaged in producing luxuries and IInperfluities would be 
transferred to the satisfaction of more elementary needs. 
The second and third form the subjects of the following 
paragraphs. 

If we include income from abroad the maximum income 
open to additional taxation appears to have been .£300,000,000 
before the war. The whole could not have been taxed at 
208. in the pound without assuming ownershi p of the sonrces 
of income, and an increase in taxation tends to destroy the 
income by diminishing the incentives to production and to 
cause income from abroad to be reinvested and not brought 
home; but the experience of the war years shows that 
taxation had not reached its limits. 

Social reformers have made many propositions involving 
the increase of national expenditure. Some of these aim 
directly a\ relieving poverty without increasing future pro­
duction, as, for example, the increase of old age pensions 
and the lowering of the age to 60 years, and more liberal 
provision for the ill and incapable. Others involve direct 
gifts to the population as a whole, such as the supply of 
better and free education, reduction of expenses of travel­
ling, the provision of parks, recreation, amU8~ment, and 
libraries; the subsidizing of houses, the supply of milk and 
other goods below cost; by these it may be reasonably 
argued that the ability and physique of the nation would 
be improved and productivity i~crease. Others are directed 
to the benefit of special groups, witli the same beneficial 

c. 
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results. BUch &II the charge of children of widows and of 
badly paid labourers. There is no doubt that very mnch 
could be "pent. and it is probable that under very carefully 
devised schemes a great deal could be spent with advantage. 

As regards the raising of wages. it is suggested that we 
ought to accept the principle that the output of every 
factory, mine, and farm ought to pay its own wages and 
other expenses. It is at once clear that only a part of the 
£250.000,000 possibly transferable from home-produced 
income can be applied directly to wages. It is shown in 
Table I'V that the income arising from industry and occupa­
tion of all kinds. exclTlding employment by the Central and 
Local Government, is about £1.577,000.000. of which 
£570,000.000 goes in salaries (over £160), profits, interest. 
and rent, while wages and small salaries account for 
£800,000,000. A great part of the profits arises from pro­
fessions and occupations to the production of which wage­
earners contribute very little, and another part is due to 
special skill of management, and to partial monopoly. the 
excess of whose profits is not due to the workers who help 
to make them. These BUms can be reached by taxation, but 
are not available for the direct increase of wages. Of the 
industries and occupations where the work of wage-earners 
contribute substantially to the product we have information 
as to profits, salaries, and wages for a great group included 
in the Census of Production and for railways, bq,t not for 
other transport or agriculture; this detailed information 
refers to an aggregate of income of abollt £700.000,000 in 
1911, and, though it covers the main productive industries, 
it deals with less than half the national income. The 
remainder is shown in Table IV. Since we can only survey 
in detail a ilart of the whole, attention should be directed 
to the relative proportions that go to wages, salaries, and 
profits, rather than to the actual amounts. It should be 
remembered that out of the part that goes to profits a con­
siderable amount of saving and national expenses must be 
met, and the spendable Utcomes are much less than the 
gross incomes. 
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If we give up part of the principle that each industry 
and firm must pay its own way and suppose the profits of 
each industry pooled, we can see the amount of profits 
which can conceivably be diminished to the advantage of 
wages on pp. 42-5 and in Table IV. In railways in 1911, 
39 per cent. of the net receipts went to wages, 9 per cent. to 
salaries, and 52 per cent. to shareholders, &c. In coal­
mining in the same year 75 per cent. (or 821 per cent. if 
royalties are excluded) of the value of the net output was 
paid to wage-earners. 

In 1907 from 60 to 70 per cent. of the net output 1 was 
paid in wages in the case of engineeJing, cotton, wool and 
worsted, clothing, boots and shoes, printing and binding, 
and wood working. Over 70 per cent. went to wages in 
iron and steel production, shipbuilding, brick-making, 
pottery, and building, and under 60 per cent. in jute, linen 
and hemp, bleaching, &c., bread and biscuit making, brewing, 
tobacco, paper-making, and gas-works. 

In the whole group of industries for which we have 
adequate information, taken all together, excluding rail­
ways, it is found that 58 per cent. of the net product 
(after all other expenses and depreciation are met) goes to 
manual workers, 4 per cent. in small salaries,6 per cent. in 
salaries over £160;' in a1168 per cent. goes to those employed. 
32 per cent. is left for royalties, rents, interests and profits, 
advertisement, &c., and this is reduced to 23 per cent. if we 
count out royalties (as not being the result of the efforts of 
employed) and allow 4 per cent. for the necessary repayment 
of or interest on capital invested. How far this 23 per cent. 
or £133,000,000, together with a relatively small sum 
(probably well under £10,000,000) for the salaries of mana­
gers of companies, is an excessive or unnecessal'J remunera­
tion for the organization of industry employing 6,000,000 
wage-eamers and £1,200,000,000 capital and producing 
£340,000,000 wages is a question that may properly be 

I Rates and depreciation are subtracted from the Det output as ahowD 
in the CeDsU8 before these percentages Ire reckoned. Ad"ertiaement haa 
to be paiil for out of the balance. 
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debated; it is this BUm that formed the only possible source 
of increased earnings in this group with industries conducted 
as before the war and production at its then level In fact, 
while in some industries & considerable advance may have 
been practicable, in the majority no BUch increase as would 
make possible the standards of living now urgently desired, 
and promised in the election addresses of all the political 
parties, could have been obtained without wrecking the 
industry, whether by stopping the 10DrCe of further in­
vestment or closing down firm. whose profits were low. 
This statement in its general terms cannot, it is thought, be 
reasodbly denied by anyone who has studied the facts. 

Ir industry before the war could not aft'ord a satisfactory 
livelihood to those engaged in it, there is every reason for 
attempting a radical change. It is no part of the purpose 
of this statistical analysis to touch on problems of recon­
struction, but to prevent the impression that statistics and 
economics lead only to pessimistio conclusions, a brief 
analysis may be offered of the possible sources of improve­
ment, apart from beneficial expenditure from taxation. 

Before proceeding it i. well to consider how far economic 
factors have changed since the date to which the statistics 
given relate. The productive man-power of the nation has 
diminished by the loss of many men, the invaliding of 
others, and the want of training of the young men who were 
drawn into the war at an age when they would have been 
learning their trade; on the other hand, a certa~n number 
of persons who would otherwise have been idle have started 
work, and a considerable number of women and unskilled 
men have learnt to perform operations of a fairly high grade. 
There has been a great lack of ordinary investments in 
industry, and capital goods have been allowed to de­
teriorate without sufficient renewal; on the other hand, a 
oonsiderable part of war expenditure has gone to supply 
plant and material useful for warfare, much of which can 
be transferred to production of civilian requirements. At 
the same time wasteful methods of production have been 
eliminated, and it is confidently stated that & great deal has 
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been accomplished in the direction of increased efficiency i 
on the other side, the dead hand of government control has 
interfered with the pre-war methods of adapting production 
to visible wants. It is impossible to find the resultant of 
these forces, but at the best it can only be hoped that the 
loss in productive power is not very serious nor permanent. 
There is, at any rate, no proof that, reckoned at the prices of 
1913, the national output, when peace has been established, 
will be greater than before the war, even if there is no 
slackening of effort. 

The large income and lavish expenditure of 1918 was 
mainly due to the great inflation of prices, and pattly due 
to borrowing from abroad and calling. in capital No one 
can reckon what the product of 1918 would have been worth 
at pre-war prices; the unit of value is unstable and unknown. 
Our only course is to base our reasoning on what can be 
known, and that is the pre-war product. The division of 
the product has been and will be profoundly affected i 
property has changed hands, some has appreciated, other lost 
its value. Some persons have accumulated large holdings 
of war stock and bonds, others will have to pay the interest 
on them. Nominal incomes, when the national receipts and 
expenditure again balance, will be very different from 
spendable incomes, and the larger the apparent income the 
greater will be the deduction that will be made by taxation. 
But none of this affects the total divisible product, and there 
is little reason to think that the existing distribution of 
income aul'ong individuals, or the existing rates ofremunera­
tion for capital, land, management, services or labour will 
be permanent. Economic forces will produce effects which 
cannot be forecasted. 

In spite of the fact that so much is unknown, it is none 
the less possible to point to some general COncluliions as to 
the possibility of increasing the total that wage-earners can 
draw from the value of the goods they help to produce. 

The first idea of a workman, who realized that in his 
industry profits and salaries were already as low as possible, 
while his own earnings were uns~isfactory, would naturally 
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be that the price of the product Ihould be raised till all 
concerned in the output had a "living wage' i and the first 
and most obvious criticisms would be (1) that while this can 
be done in a lingle industry it would result in a lmaller 
we of the product and less employment 1 in that indll8tty, 
unless there were compensating f'a.ctol'S; and (2) that if wages 
generally were raised from the proceedt of higher prices, 
then all prices would be higher and the purchasing power 
of the new wage would be no greater than that of the old. 
So far aa the members of the working-class are working for 
one another-A bakes bread, B hews coal. C mends boots 
and ~ B, C exchange (through the medium of money) with 
each other-it is obnously trne that a uniform rise of prices 
benefits no one, while a rise in one industry is at the expense 
of another. Thus unskilled wages could be raised at the 
expense of .killed workmen, coal-miners' wages at the 
expense of all other workmen, and 10 on, but a general rise 
would ~e nugatory. But 10 far aa the poorer sectioUl of the 
population are providing commodities for the richer the 
criticism il not valid. 1£ I pay my gardener more, he haa 
,more purchasing power and I have less i he can buy more 
beer and I can buy less whisky, and when a shifting of 
production has taken place from the distillers to the brewers 
the immediate efi'ects of the change are over, and till I 
produce lome thing the gardener wants and raise the price 
of it I have no compensation. It is true that I can reduce 
my expenditure on gardening, but that will not)lelp me if 
the whole working-class takes similar steps and the prices 
of all oommodities are raised. 

IC we take no other factors into consideration the question 
is simply to what extent the working-class are producing 
for each other. and to what extent they are producing for 

I A reque8t for a hilfher week'i wage and luch Ihortening of hOIlll 
that the lame numbeR are emploled ror the diminished output, i.e. more 
monel ror fewer things. not more montl per thing, can onIl be .. tidied 
if the demand i. inelastio and there ia no lubatitute or alternatift luppl, 
and prioea can be railed greaU" and if other workmen can be kept out 
of the indu~b'1' in thOM ea&el where pro6ta and aalariea are alread,a' 
a minillum. -
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other groups the prices of whose services or the rent for the 
use of whose property can be supposed not to rise. The 
target open to attack by this method is the same as by the 
method of taxation or appropriation; but a policy of raising 
prices, even if it is not checked by economic factors as it 
would have been before government control, results in very 
great inconvenience during the considerable period that 
must elapse before a new equilibrium is attained; in each 
trade where the price of the product is raised there is 
a smaller sale and consequent diminution of employment, 
and to every group that purchases the dearer articles there 
is a loss till they also can raise their wages. Aftertll the 
inconvenience, the only possible benefit is that one miscel­
laneous group of persons, some of whom have large and 
others moderate or small incomes, will have smaller real 
incomes, and another miscellaneous group, some of whom 
have moderate and others small incomes, will have increased 
real incomes; those now very rich will still be mucl~ better 
off than people of moderate means, and the unskilled work­
man and work-woman will still be poor as compared with 
the highly paid man. The' error of distribution' will 
remain, though slightly modified. 

Another method of raising wages is at the sacrifice of 
the upkeep and development of the buildings, plant, and 
machinery necessary for future production, as has to lome 
extent been the case during the war; but this course is evi­
dently suillidal Similarly an attack can he made on the re­
muneration of capital with the effect of checking its supply. 
Possibly the rate of interest might be forced down a little 
from whatever level it attains, but the attempt might have 
dangerous results. The question of the amount of interest 
that ought to be paid i~ quite distinct from the question of 
the ownership of capitaL The ownership can be 1!ffected by 
a capital levy or alteration in the law' of inheritance or 
by increased death duties or by confiscation, but still some 
payment would have to be made for the use of capital as 
argued above (p. 39). 

Wages. can be raised temporarify by legislation or by the 
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ahock tactics of special groups of men whose services for the 
moment are essential. But no individual or company can 
be forced to employ people at a 1081, and there is evident 
danger of unemployment on a large ecale if workmen put 
too high a value on their aemces. It has been ahown above 
that, unless new income ill created, there is no fund from 
which unemployment on a large leale can be aubsidized; 
and there is little reason to think that the State could 
furnish productive work at the higher wages without a loss 
when competitive employers failed to do so. 
Th~re remains the one hopeful way by increasing produc­

tion, care being ta)en that the increased product ill well 
distributed. This will not come suddenly nor by act of 
Parliament, but there are great possibilities in certain 
directions. Capital can be better applied to production, as 
baa been ahown during the war, and it is probable that an 
ell'ective demand for higher wages would force its better 
and mT>re economical use; but it must be remembered that 
akill of management is limited, and the best results cannot 
be universally obtained. At the same time, on the aide of 
labour there must be no waste of productive power, but 
plant and machinery must be put to their maximum use. 
Greater encouragement of skill, more facilities for promotion 
from unskilled work to akilled, better education, and an 
improved physique which may result from higher wages, 
more leisure and better environment, together with full 
opportunity for the use of all intelligence, sttength and 
skill, irrespective of sex, and without undue insistence on 
pedantio rules as to previous training, would result in a 
muoh fuller use of the latent abilities of the race than has 
hitherto been possible. Long hours and excessive exertion 
on the 2!-her hand militate against production, and to 
prevent these is gne of the tasks of those who organize 
labour. These improvements, however, will need time, skill, 
and patience, and they have not yet taken place. There is 
a great risk of disappointment and failure, if there is an 
attempt to grasp theofru~s of progress before the tree that 
might produce them has been cultivated. 
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This analysis has failed in part of its purpose, if it has not 
shown that the problem of securing the wages, which people 
'rather optimistically believe to be immediately and per­
manently possible, is to a great extent independent of the 
question of national or individual ownership, unless it is 
seriously believed that production would increase greatly 
if the State were sole employer. The wealth of the country, 
however divided, was insufficient before the war for a genen.l 
high standard; there is nothing as yet to show that it will 
be greater in the future. Hence the most important task­
more important immediately than the improvement #If the. 
division of the product-incumbent on employers and work­
men alike, is to increase the national product, and that 
without sacrificing leisure and the amenities of life. 



~PPENDIX 

Ix the Report on the Census of Production (Cd. 6320, 
pp. 21-34) the Nation&! Income ia estimated by adding np 
the values of goods produced, services and net import& 
The following table shows the various items, which are 
admitbldly only approximate. It ia comparable with 
Table IV above in abme respects, but there are di1rerences 
in classification and in date, and income from abroad ia 
excluded from Table IV. 

bcollB, 1907 .£ millions 
Gross output of industry, mining, and agriculture, 

exc1uding duplicates, but including imported 
materials to value of .£380 millions. 

Carriage, merchanting and retailing of home-goods 
Duties on home-goods 
Imports ready for consumption, valued at ports • 
Duties on carriage. merchan~ and retailing of 

imports . 

1370 
430 
50 

220 

140 

2210 
Subuactexports ~ 465 

Total value to purchasers of material goods available 
for consumption, maintenance of capital or 
saving 1145 

Subuact maintenance of plant, &c. (£175 millions) 
and of consumers' .tack (£15 millions) • 190 -Remainder, availab~ for consumption or aaving. 1555 

Add value of personal services and occupation of 
houses 375 

Add new investments abroad • 100 

• Total income 2030 
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CONSUMPrION A.ND ~A.VING; 1907 
Personal oonsumption: material goods . 

Services and houses 

'~dditions to capital and stock at horile 
Additions to investments abroad 

I 
I e 

Total 

£, millions 
1325 
375 

1700 
230 
100 

2030 

Printed in Engla.nd a.t the Oxford Uni,.elllity Pre88 
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