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INTRODUCTORY NOTE TO PART II 

A S The mCODOm!C. of Evel'J'day LIte has, for conveni­
fi cnce of publication, been divided into two parts, it 

seems advisable to begin Part II by indicating how much 
of our subject has already been dealt with an~. how much 

of it remains to be treated in the pages which follow. 
The whole work aims at being an explanation of the 

economic relation which exists between wanta, ell'or'tl and 

.aU.flI.cUOD. It has been shown in Part I 

(I) that man's wants are the foundation of all economic 
life and activity and that in a primitive condition 
of society, his wants would for the most part be 
satisfied by the results of his direct effort; 

(2) that as society develops and civilization advances 
economic life becomes more complicated and the 
causes and effects of economic effort more difficult 
to trace; 

(3) that under modem conditions men satisfy almost 

all their wants ;ndirectly by producing what other 

people need and by exchanging their OWD com­

modities and services for those of others; 

(4) that the development of exchange gives rise to the 

use of money and credit; or 

(5) that the result of a man's effort il as a rule judged 

by the income it brings him in and that this income 
is measured in terms of money. -



vi INTRODUCTORY NOTE 

Part I in short has been devoted to the consideration of 
effort, of exchange and of Income. It remains therefore 
to consider in Part II how the income thus obtained is ap­
plied to the satisfaction of human wants. 

Part II will also include a short account of 

(a) The economic wants of the State and how they 
are supplied. 

(b) The aims and methods of various forms of asso­

ciation such as Trade Unions and Co-operative 
Societies, showing how they affect the standard 
of efficiency and the standard of living. 

These are introduced because of the very direct bearing 
they have upon the subject of income, and because a book 
dealing with the Economics of Everyday Life would be 
very incomplete if it did not contain some treatment of 
two very prominent features of the economic life going on 
around us: 

viz. the necessity of paying rates aXld taxes and the 
joining together of those having common economic 
interests into associations for the furtherance of those 
interests. 

T.H.P. 

OXFORD. 

July, 1921. 



CONTENTS 

BOOK V 

SPENDING THE INCOME 

CHAP. I. Effort and Satisfaction. (p. I.) 
Income the connecting link between Effort and Salis/a&l;m, Eco­

nomic use of the term Cf1/ullmph"M. The relation between effort and 
wants. /)ir,,' and ;ndire&l satisfaction of wants. Producers and Con­
sumers. Satisfaction as limited by Outpul. The Nah"ollal /)ivitlellll. 

II. Wants and their classi1lcation. (p. 13.) 
Distinction between wallis in the economic sense and mere tlesirts. 

The sah's/tKh'Ofl 01 wants considered with reference to 

(a) the .trgmcy of the wants, 

(6) the allra&liv",lSs 01 tho things desired, 

(c) th.dllra6i1il7 01 the satisfaction. 

Every want cannot be satisfied, so wants may be said to be comjeh'Iiv,. 
\Vants are usually classified as Ntussants, Com/orIs, LlUllrilS. Ob­
jections to this classification. An attempt to define the terms. Order 
01 consumption is individual The Sialldard of Livill,g-a term gene­
rally understood thougb difficult to define. Social importance 01 the 
Standard of Living, 

III. The Measurement otWants. (p. 23.) 
Wants can only be measured ;"direclly, i.e. by effort or sacrifice that 

would be made to satisly them. Capacity to satisfy wants is called 
Utility. The l.a'IlJ 0/ /)imu.isAiIlK Ub1il7. A-larKi"aJ Uh1i1y. eM­
SWiller'S swrpilis. The Marginal Utility of money. E",_i& ezjnflli­
III" involves distributing the Income in such a way as to secure greatest 
possible amount of satisfaction. The Family Budget-attempt to formu­
late some general rules as to expenditure. 



viii CONTENTS 

IV. Economic Aspects of Spending. (p. 34-) 
Though some wants may be satisfied by direct effect, as a rule it is 

true to say that satisfaction of wants comes through spendin;r. Shops 
provide opportunities for buying and selling and at the same time 
stimulate demand through the display of goods. In earlier times people 
living in the country relied largely on itinerant vmdorl, though much 
of their purchasing was done at periodical markets and/airs. 

The satisfaction obtained through spending depends mainly on 
(a) the metkod of spending, 
(b) the prices of goods and services. 

The general pn'ce level is the index of the purchasing power of money. 
It is the average of prevailing prices, and hence is influenced by the 
same forces as act on the prices of individual commodities. These forces 
may be examined under the headings of Demand and Supply. 

The general price level is indicated by an Index Number. 

V. Saving and Spending. (P.47.) 
A part only of the income is available for ·spending. Expenditure is 

(a) personal, (b) social. Social includes Ckan'ly and Taxation, personal 
includes spending and saving. 

Savin;r=turning wealth into capital and.hence providing for future 
wants. 

SPending=using wealth for satisfaction of present wants. 
Saving may arise from (I) duty, (2) prudence, (3) economic advantage. 

Widely different views are held on subject of saving. Economic forces 
said to adjust the balance between spending and saving. There is 
special need for saving after a great war. 

VI. The Social side of Spending. (p. 54-) 
The community is affected by an indiVidual's use of income. There 

is difference of opinion as to how far government should control ex­
penditure. In earlier times spending was sometimes regulated by 
sumptuary laws. During the war it was necessary to 'ration some 
articles, and to restrict or even prohibit the use of others. 

On the social side spending may be considered as it affects (a) the 
producers, (b) other consumers. 

The problems connected with (a) luxuries, (b) wask have also a social 
side and must not be looked at merely from the point of view of the 
individual. Bastiat's story of the Broken Pane shows very clearly the 
fallacy of the assertion t~at " destruction of property is good for trade. " 



CONTENTS 

BOOK VI 

THE ECONOMIC LIFE OF THE STATE 

VII. The wants of the State. (p.67.) 

ix 

The State has expenditure to meet and therefore must have an inco~~ 
A comparison may be drawn between the economic life of the Stab.:. 
and that of the Individual all'8111. In so far as the wants of the State 
are satisfied by taxation, tbe spending power of the individual is 
diminished by Government expenditure. Tbe wants of the State arise 
out of itl functions and these functions have in recent years been 
greatly extended, leading to greatly increased expenditure. In connec­
tion with the wants of \lle State a distinction may be drawn between 

(I) Central and Local expenditure. 
(2) Productive and Unproductive expenditure. 

VIII. The Income of the State. (P.74-) 
Tbe State may derive its income from laxah"on or from fJuasi-jri1lat, 

sour(ls. In the United Kingdom the latter are unimportant. Taxation 
is dir"/or indir,,', the distinction being one ofincidence. The inadenc, 
of a tax sbould not be confused witb its '.lJi&ls. The individual's sbare of 
taxation is a question of distributing the burden. Adam Smitb's four 
canons of taxation. The first principle of distribution is justice. How 
tbis is applied in re&ard to Income Tax and Death Duties. Produe­
h"1Iit.Y and Elash·at.Y are desirable qualities in a tax. Rates and Taxes 
compared. Great increase of Local Expenditure. 

BOOK VII 

ASSOCIATION AND CO-OPERATION 

IX. Trade Unions. (p. 87.) 
Inequality of economic strength bas led to the formation of Associa­

tions. Two forms which have done much to raise Standard of Living 
are Trad, Unions and C()-ojerali'Vl Soat/ies. The Laws against Com­
bination made Trade Unions illegal but these repealed in 1814. Sub­
sequent Acts greatly strengthened the position of Trade Unions. Their 
activities may be classified as (I) illllusln41. (1) social, the former covering 
all questions of wages, bours, and working conditions generally, the 
latter being concerned with making provision for the accidents of liCe. 



x CONTENTS 

x. The Co-operative Store. (p. 98.) 
The Co-operati ve Store an Association of Consumers. The first really 

successful store that of the Rocluiale Society 0/ E~uitable Pioneers, 
founded 1844. History of the Rochdale Store. Objects and methods of 
Co-operative Distributing Societies. The Co-operativ, Wlzolesal, 
Society and its relation to the Retail Store. 

CONCLUSION. Briefsurvey of the ground covered by the Economics 
of Everyday Life. Economic Interdependence emphasized by the Great 
War and its consequences. 



LIST OF TABLES AND DIAGRAMS 

CHAP. PACK 

I. The place of Income 
Consumption, Effort and Wealth 7 

II. Necessaries, Comforts and Luxuries 19 

III. Utility 24 

Economic Expenditure. Bread, Meat, Tea, Sugar • 29 
Alternative uses of Water 31 
Engel's Statistics of Expenditure 32 

Distribution of Income in various countries 33 

V. Claims on the Income 48 
Saving and Income • 51 

VII. Expenditure on Civil Government 71 
Expenditure on Army and Navy 73 

VIII. Income of the State • 78 

X. Progress of the Rochdale Store 100 



WRITERS ON ECONOMICS QUOTED 
IN THE TEXT 

PACE 
C. F. Bastable 67 
F. Bastiat 64 
W. Cunningham 54 
Dr Engel 31 
C.Gide. 6,3, 98 
G. Howell 97 
W. T. Layton 34 
A. Marshall 12, 1,3, 87 
J. S. Mill 1.74 
L. L Price 89 
E. R. A. Seligman . • 1 

Adam Smith. 17.47. 7S. 79. 81 
S. Webb 90 
F. von Wieser 13 



INDEX 

Army, eXftnditure on, 73 
Assizes 0 Bread and Ale, 57, 
Autolycus, quoted as example of 

pedlars, 37; quotation from 
Win/wI Tale, 37 

Bastable, C. F., on the wants of the 
State, 67 

Bastiat, F., his story of TAe Brokl1l 
Pane, 64-5 

Brokt,. Pane, Bastiat's story of, 
65-6 . 

Capital, augmented by saving,s I ; 
is source of interest, 5 I 

Charity takes part of income 48, 
Civil Government, expenditure on, 

71; new government depart­
ments,72 

Combinatwn Laws, the movement 
(or their repeal, 91 

Comforts, the term examined, 
19-21; how related to neces­
saries and luxuries, 19 

Competition, its good and bad 
features, 88-9 

Conspiracy and Protection of 
Property Act, 92 

Consumers, their identity with 
Producers, 9-11 

Consumer's Surplus, the term ex­
plained, 2~7 

Consumption, the term explained, 
2-4; J. S. Mill's use of the term, 
2-3; the beginning and end of 
the economic process, 6; its re­
lation to effon and wealth, 7; 
its relation to Production, 8-11 ; 
o{der of, 18-21; Engel's law of, 
32-3 

Co-operative Societies, and the 
Standard of Living, 87; failure 
of early efforts, 98; foundation 
of the Rochdale Pioneers, 98; 

foundation of the Co-operative 
Wholesale Society, 104 

Co-operative Wholesale Society, 
foundationof,104; main features 
of, lOS; development of, 105 

Cunningham, W., on iocial aspect 
of spending, 54 

Customs, an example of Indirect 
taxes, 77 

Death Duties, an example of Direct 
taxes, 77; graduation of, 81 

Diminishing Utility, law of, 24 

Economic life, part played by in- . 
, come in, 1 ; three characteristics 
of,l 

Education, expenditure on, 71 
Effort, its relation to wants, 5-7 
Employers and Workmen Act, 92 
Engel, Dr, his statistics of famiJy 

expenditure, 33 • 
England, Sumptuary Laws in, S6; 

fixing of prices in, 57; rationmg 
in, dunn~ the war, 57 

Excise Duties, an example of In­
direct taxes, 77 

Expenditure, on Civil Government. 
71 ; on Education, 71 ; on Army 
and Navy, 73; of Local Bodies, 
73; Productive and Unproduc­
tive, 74 

Fairs, as opportunities for spend­
ing, 37-8 ; at Barnet and Oxford, 
38; Harrison's reference to. 38 

Family Budget, Engel's law with 
regard to. 32-3; Statistics from 
various countries, 32-4 

France, Taxes in, before the Revo­
lution,82 

Gide, c.. his definition of waste, 
63 ; on the co-operative ideal, 98 



110 INDEx 

Great Britain, statistics of expen­
diture in, 33-4 

Howell, G., on new and old Trade 
Unionism, 97 

Income, the connecting link be­
tween Effort and Satisfaction, 
I; how distributed in family 
budgets, 32-4; not all available 
for spending, 47; diagram to 
show uses of, 48; increased by 
saving, 51. 

Income Tax, an example of Direct 
taxes, 77; in relation to "ability 
to pay," 81; from point of view 
of elasticity, 83 

Index numbers, as indicating 
general price le~l, 41-2; quoted 
from the Times, 42; how ob­
tained, 46-7 

Interest, the income from capital, 
51 

Land Tax, an example of Direct 
taxes, 77 

Layton, W. T., on economic spend­
ing; 34 

_Licences (establishment) an ex­
ample of Direct taxes, 77 

Local Government, functions ot; 
73; taxation for purposes of, 
84--6 

Luxuties, the term examined, 
19-21; how related to neces­
saries and comfons, 19; popular 
views regarding, 59-62 . 

Marginal Utility, the term ex­
plained, 25--6; of money, 27 

Markets, as opportunities for 
spending, 37-8; Harrison's re­
ference to, 38 

Marshall, A., his definition of 
National Dividend, 12; on the 
variety of wants, 13; on Trade 
Unions and the standard of life, 
87 

Mill, J. S., his use of the term 
Consumption, 2; on the prin­
ciple of Taxation, 74 

National Dividend, Marshall', 
definition of, 12; the limit to 
the consuming power of the 
Community, 13; how affected 
by waste, 64 

National Income, Stt National 
Dividend 

Navy, expenditure on, 73 
Necessanes, the term examined, 

18-20; how related to comforts 
and luxuries, 19 

Pedlars, part played by in earlier 
times, 36-7 

Place, Francis, his efforts to obtain 
repeal of Combination Laws, 91 

Price, L. 1.., on restraint of com-
petition, 89 . 

Pnce .Level, in regard to spending 
the income, 4<r1; the term ex­
plained, 41-2; figures quoted 
from the Times, 42; how it is 
measured, 46-7 

Prices, effect of war on, 43-4; forces 
which affect, 44-5; general and 
particular, 45--6 

Producers, their identity with Con-
sumers, 9-11 

Rates, compared with taxes, 85; 
- increase 10, 86 

Rationing, during the War, 57 
Revenue,quasi-private,7S~; from 

taxation, 76-86; diagram to il­
lustrate sources ot; 78 

Rochdale Society of E~uitable 
Pioneers, foundation of In 1844, 
98; origin and development ot; 
99-100; objects and methods of, 
1O<r2; the pattern (or later 
co-operators, 1021 educational 
activities of, 103 

Satisfaction of Wants, direct and 
indirect, 7-8; as limited by 
income, II, IS; as limited by 
output, 11-13; principles de­
termining, 28-34 

Saving, takes part of the income, 
48; meaning of in Economics, 
48; motives for, So; relation to 



INDEX 

capital and income, 51; com­
pared with spending, 5 I; is it 
better than spending? 52-4; 
need for, after Great War, $3-4 

Saxony, statistics of expenditure 
in, 32-3 

Seligman, E. R. A .. on the u,e of 
wealth, I 

Shopping, the principal means of 
spending, 35-6; In earlier times, 
36-8 

Smith, Adam, on expenditure on 
durable goods, 17: on increase 
of capital, 47; on the two sources 
01 revenue, 75; his canons of 
taxation, 79. 8 I 

Spain, Sumptuary Laws in .. s6 
Spending, economic aspects of, 

34:'47; shopping the principal 
means of, 35-6; general prin­
ciples underlying, 39-41; dis­
tinguished from saving, 48,5 1-4; 
social aspects of, 54-6; State­
regulation of, 55-6; as it atrects 
the Producers, 58; as it atrects 
other Consumers, S9 

Stamp Duties,an example of Direct 
taxes, 77 

Standard of Living, meaning of 
the term, 21 ; a social as well as 
a personal matter, 22; as shown 
in family budgets, 32-4; as af­
fected by Trade Unions, 88, 
93-7 , 

Sial" the wants of, 67-74; com­
pared with individual as to wants, 
67~; its wants arise out of its 
functions, 70-1; expenditure of 
on Civil government, 71 i ex­
penditure of on public education, 
7 I; extension of the functions· 
of, 71-2; expenditureofon army 
and navy, 73 ; voluntary services 
to, 73; Local Government, 73 ; 
income of, 74-86 

Sumptuary Laws, historical ex-
amples or, 56-7 • 

TatTVale Dispute, 93 
Taxation, takes part of income, 48 

Taxation, direct and indirect, 77, 
79-80;mcidenceof, 77; incidence 
and effects distinguished, 78; 
distribution 0(, 79-84; Adam 
Smith'. maxims of, 79. 8'-21 
other maximsDf, 82-4; for other 
than revenue purposes, 84; (or 
Local purposes, 84-6 ; Local 
and Central compared, 85; in­
crease of local rates, 86 

Trades Disputes Bill, 1906. 93 
Trade Union Acts, 1871 and 1876, 

93 • 
Trade Unions, a (ortn oholuntary 

association, 87; fundamental 
, ideas of the movement, 8~1 ; 

brief history of the movement, 
91-3; main objects of, 93-5; 
trade policJ of, 94-5; methods 
of, 96; social side of activity, 97 

United ·States,· statistics of expett­
diture in, 33 

Utility,asmeasured byetTort, 23-41 
diminishing, 24-6; marginal, 
2 S-6; of successive un!]s of 
certain commodities, 29-l2; of 
alternative uses of the same 
thing, 31-2 •• 

Voluntary Service, various Ibrms, 
73 

Wants, in relation to effod, 5-7; , 
direct and indirect satisfaction 
of, 7-8; economic use of term 
explained, "13-14; urgency 0(, 
15; atTected by attractiveness 
and durability, 16; are com­
petitive, I 7 ~ classification of, 
18-21; measurement of, 23-6 j 
order In which satisfied, 28-34 

Waste, economic meaning of, 63: 
Gide'sdefinitionof,63; examples 
of, 64; illustrated by story of 
Brokl" Pane, 65 • 

Webb, 5., his definition of a Trade 
Union, 90 

Wieser, F_ von, on the .a1ue of 
wants, 23 



CAMBRIDGE: PRINTED BY 
J. II. PEACE, M.A., 

AT THK VNIVI!I!SITY PRESS 




