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It is that we are u.5ing price theories that çover only a ver3
ley cass

"A case in point. An investigation b)' the COst Of
Living Branch of the. Departmenit of Labor tat summer1
siiowed that soda crackers in Canada wsre ordinarily sdOM
ut approximately tbeir prime coot, i.e., the. cost of mate-
riais and operators' labor. Ordinarily tiiey ver, flot ex-
pected to bear more thoan an iusignificant shar. o! tie over-
iiead (or joint costq>. The fancy products of the i>idiitry
ver. made to carry practlcally the. viole burden of the
factory and selling overheads. Such an arrangement is>
quit. legitimate, but it is ratiier explained by the. tlieory 0f
railway rat"s than by the. ordinary theories of value. This
illustratiorn throws an iluminatingz lght on the. Othervla.
puzzling situation in whicii innumerable firms vers able
t. show t.hat, allocating overhead consa accordlig t. the
value of the. produet, or labor cost, or any other pincipl@
of allocation, they were loslng money by sellng tiieir staple
producta ut the market prie.. The. moat common and ln-
deed alnost invariable rejoinder to goverumeiital enquiry
li regard to prices of any particular comn>odity, vas pro.!
absolute and overwhelming that the. cost vas greater thaii
the. price. The. great bulk of our staple mauufactured pro-
ducts are produced under conditions 0f joint ct, yet We
bave not made adequate use of the. principle of joint cost
in relation te general prie. as has been don. in regard
t. the. particular price. of railway services. Commilssions
and offlcialt§ innumerable have inist.d on the. reasonable
relation4hlp between var prices and conts vhen the. real
truth,' if not accurately expregsed in Profes4sor Emorys
statement, that 'the relation seems to follow no mile of
logic,' was at least that it did not follow 'the. rule of logic'
usually applied to it.

Couapetitive System not Complet.
"The. tiesis here presented is net that the. competitive

aYst.ni is not justitled by ith resuit,. (Thoat question is
~qUite outaide the. present article). The. argument ratiar
is that at prenent nuinerouin facto ladicate that tiers are,
large and noteworthy gaps lu our ordinary assiumption of
conipetition and that even viiere tint systenis1 effective
as a means of control, it doesi not necessarlly or even uaually
work according to the accustomed formula. Furtior, we
have not eaiough data at our disposaI to know junt liow it
does vork. W. knov thnt conmpetition exiats and tint fric-
tion exista. We know that there la an etoment of joint
.ost in miot industries sud that the. etUect of competition is
decidedly 'abnormal' in such cases, Wiat we do not knov
is the. extent te whlcii tiiee factors are invo1ved. Once
more we know the. priaciples but the. facto are lacking.
Moreoer, the. principles without the. facts are llk.i uathe-
maties witiiqut measurements t. apply tiiern to,1 ver pure
but very ascises.

"Ini this situation lies the. essential sa#uw boUi ef the.
viole popalar contro'ver8y cf tiie ver perlod as to prices
an~d profits. The. videspread popalar demand for the flzng
cf prie.. and the. general silvice of econonulsts agalst it,
vere opposed on this very banis cf L..t,

"The. war, lkle every etizer var in bistonr, brought witii
It a sadden rise in price, a rise tint was in part gen.ral
ndi due t. inflation, and in part, particular and due to

~the scarclty of necessary articles. Bueh a rim, in prices
wltli the. oonsequ.nt diminution of real vag.e, oving t h
tardinens viti wiici money vages rose, brought a silfttag
of standards, causig muci readjustmnent and disconifort
'One of the. mont dtffeult things for a people t. do ig to re-
vise their standard of llving--downvard. A nation will
vithout a murmur give its sons t. b. erippleit or bilhit,
but doubling of thie price of iirsad, redacticu of thei.ga
purcbases and aIl the. relatively am*fllicneecs h
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*W. C. Clark, loc. cit.


