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ri'^HK pn^sctU \((luiiH' i.s ii study of iii<liistry uml tnulr. with

J- .sjM'cial ri'tiifiicf t^itlu' tcchnii'iil cNnhihun nf iiidii-tiiy, .ukI

its iiitliH'iK'ts liii till' cipiiilitioiis lit' iiiaii's life ami work. It, i.s

disijriii'd tu 1)«' fiilluUL'd liy a p<iiii|iaiii(iii vnliiiiic, wliicli is tu ln'

occiipicd with intliifticcs nti thusr uonditioiis cxcrttMl by the iv-

siiincrs available lor ciiiployiiifiit . In iiiuiiry and crt'dil ; bv

iiitiTiiatiiiiial trade; and l)y social iiidcavoiir.

Its iiiollo is :— 77/1' imini/ in the inie, the one in the mniu/.

Many ti'iidciicifs havf j;oiic to the making of each indnstrv and

each ocorioniic institution: therefore a thoioiij^h realistic stiid\

of any j)art of the eeoiioniic tield, calls for some reference to the

interaction of many liiverse tendencies, and jjives occasion tor

soiiu' care in analysis. And, conversely, almost everv important

tendency is so far nioditieil by the conditions under which it

operates, that an exhaustive study of it may need to rani(e over

many fields of work. This motto su])plements the motto of my
Principles which is :

—

Ntittira nun facit stiltmn: i.e. economic

evolution is gradual and continuous on each <>t its niniibeiless

routes.

My aim has been to preseii as accurate a picture as I can

of a ])art of the fii'ld of economics, and not to advocate any-

particular conclusions. A politician is compelled to .seek his

allies among those who desire the same ends as his: and there-

for- pt)litical influences on economic .studies are not always

wholesome. But a student's natural allies are those, whose aims

and methods of work are akin to his own. It is of no concern to

him whether a particular argument makes for or against his ow n

ultimate conclusion: in either case he is equally grateful tlir any

solid new suggestion that is contained in it, and ecjually rep(>l!ed

by any that seems to be based on inadeijuate data, or to lea.son
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iiir(>tiM(|i|. nt.ly 1.1) thiiMf ilatH. My "vvii <'\|i»'i'irri«'i' liiin 1 t

li'f insiiiiici
, 'h.it. till' iiinif I kii(« ut ihr wurk "( Sir W. .

.\--lllry Jiriil till' hit. I'iipIi -.sill- Sriilll'illcl . tllr « alllliT llic;l|lll' III

ii ;^iinl till- thiiii. Ill H|iiti' .if tile .i|i|Misiiiiiti li. uvicii till' null

• liil'ts ..Itlifii w.iik Mini .'t my own. SiiniJ.irJv, "M lo.pkiiii,' li.ii-

.in the years, m «lii.|i I waM inin'h ... rii|ii.il in ari,'iiini,' tlia

ill'' iic'l ai|\ant.i:;i * ..(' liiiii. talllslii aii' Ic-m Itian llioHf .if iiintu

iix'talli^ni. I t.'iiMii that tli.' |h'|'m>ii rnnii wliinn I lia.l Lain
iiiost on til.' inattrr, ami wli.an 1 slioiiM liav.' nio.-t wilcoiiii'i

a> a colli'n;!!. in that (..liii. ct h.ii. waw a j.ailili:; liini.lillliNi

Sir Daviil I'.arK. .iir.

I"ln' voli'ini- iias no i-jaiin what, xtr to ho a fontrihiition t

ocononm- |;istoi'\ : hiit an rntlcavoiir has ht'.n niailo i.. turn

tow hiiitM (lonv.-il tr.iin the past to account in oxiilainin^ th

(ircNt'iit
; th.'so will ho I'ound chioHy in Chaptoi-s in to viil .

the Hrst IS.iok, ami ni Apiioiiilicos H to ( 1. Th.' tahl.' .u' Coiitintf

whicii l)rin;;s to^'. tlior the S.ction hia(lini,'s. imlicatos th

ironcral drift of the volunii'; ami may incidrritally suj,'t,r.'s

to a n-adir what parts of it In' may with advanta^'o shur
Aiialyf icfil .siihtlctios hav.' hocii avoided as far as possihlc. Hii

liroad nasonin^s. cssoniial for th.' iirtrunn'iit, have hccii set, oil

briefly; ,'ven when th-y have li.eii m.ire fully .stiidie<! in m
I'limiftles.

For ni'iiiy years after the piililicarioii in 1H!K) of the firs

\oliim.' oi my proposed eomjd.ti' J 'riiirifill's nf Hninciiiivs.

coiitiiiiied i.p w.irk at its second volume: jiart of the tviw fo

that was s.t up in liKtf-aiid is now used at last— I am t..id thii

this lont,' waiting' ..f tyjK' (or its ultimat.' aiipiaraiic is iiniipu

Shortiv aft'Twards 1 decided to Virino ..nt, sepaiatelv a more o
less inde|M ndirit v..liim.'. d. v.ited t.i Industry and Trade. L'te
on two v..lume- appeand lo l)e necessary f.ir th.' purp.is.' : aiK

at last it seeliii'.l host to ohiihI off the present \dllime ill sii'-l

maimer that it wmild he an indep.'iident unit.

I may perhaps he toi'Ljixen for addiiii,' that my prot;ress ha:

I)..'!! delayed, not only hy weak health and constitutional iin

titiiess for rajiid work; hut als.. l.y heavy jd'otessional diitie

till lli(i->. I,\ pi'eparinif evideiic.' and memoranda for van. mi

Hoyal ("ommissi.iiis on cunenc\ aixl otln'i- matteis : and !>'
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«*«rvicc oil fhf llnyiil ('•iiniiiiMNioii on Fvilmiii, ISItl — .')
, iliiriiii;

whifh I ri'ft'ivitl f'niiu working' iiifii ainl <ilh<'r \Mtiit'"<Nf.s, .kiiil

tiipiii iniiiilH'rH lit' tlif ( 'cimiiiiNMidii llii' iii'Wl viiliinith- I'lliir.itiMn

ii( my lifi'.

N'liU'ly liali' II criiliiry l<'i« |>:i?»»«il •".i.rr I «.•( iii\s<'lt to olttitiii

H.iiiic iii.sighi iiilu it, liixiiiil |in)i)liiii.<( l)y ^»l^talIllIl^' lisivr to visit,

one or iiioif ri'pifM'iiiiilivi' work.s iii vnch rliii-t' iiitlnMtry. I

wiuit<'(l to obtain a niitlicii-nt know l.il^r ot iii<'<'|iaiiii'al ti'i'hiiii|iii'

(ilifiniial lcclinii|iii' wan beyond my raii^n>) to iiiidi TMlaiiil tin-

rfHiuicfN ami thi' motlr ot operation ot all flrmrntary plant, in

giiifial use: anil to study tin- relations Ix'twrt'ii tt'cliiiii|ii<' and

thf t'ondition.s of I'liiploynu'iit tor men and tor vvoincn.

In pursuit ot' the latter aim I madi' it a practici' to ask what

pay was ln'in^; ciriu'd hy racli class ot' opcratucs, whom I passed.

Altirw.irils I asked to he allowed to ^'ui'ss in every ease. It iii\'

guess was rij^ht within a shillini,' or two a wek, I piissed on:

it' not, I asked tor ixpl.mation ; and I alim-st always toiind thai

the reason lay in a cause, sometimes technical, sometimes rel.iting

to special conditions ot the wmkers in ipieslioii, whi(;h i did not

know. The result was ,i oiuiclioii that inecpialit ies ot pay were

less arbitrary than was ofien asseited, .iiid weir niore directly

under the influence of liroad natural " causes.

But I believed that the causes ot these causes were Hot wholly

beyond human control; and that they mi^ht probably be .so

moditied as Ui briii;^ about a nearer approach to equality of

conditions, and a better u.se of the products of human ett'ort f)r

the benefit of humanity. I develojied ,1 tendency to sm-ialism
;

which was fortified later on by .Mill's essays in the Fortni^lith/

lii'vifw in 1871). Thus for mote than a decade, I remained

under the convii:tion that the sugj,'estions, which are associated

with the W(»d "socialism,'' were the most imjxfrtant subject of

study, if Hot in the world, yet at all events for me. 15ut the

writ ines of socialists j,(enerally repelled nie, almost as much as

they attracteil me: because they seemed tiir out of touch with

realities: and, p.irtly tor that reason, I decided to say little on

the matter, till I had thought much longer.

Now, when old age indicates that my lime for thought ami
.speech is nearly ended, I see on all sides marvellous developments

s
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PREFACE

of working-class faculty: ami, partly ir: c.,n8ec,n..nco a bnvul r

M II wrott. But no socahst.c scheme, yet advance.!, seems tomake ad«,„a e prov.s.on for the maintenance of hi.h ^t^pr^o, and ,nd,v„lual strength of character; nor to prom e"sufhc.ently rapi.l increase in the business plant and hmatenal implements of production, to enable th^e 1 ^^^i^Zthe n.anual labour classes to continue to increase as fast aHhevhave done ,n the recent past, even .f the total inconl "f thecountry be shared e.p.ally by all. The average level "hit
vt.irs. uut It has seemed to ni>. fKot tu^ u ,

^I'Ku lo nie tnat those have made most mn'

^ani/ation, uho have concentrated their enenries nn
f«rt,cular d.fficult.s in the way, and not spen rihonTdeavounng to rush past them.

^ '""

Accordingly the present volume is ,n the mam occupie.l with

n.>c l«.,i ,1),.,„„| |,j. „,.„,, ,„„| ,,;„,„ j

A i,,tle ,„ust hv sai.. about th. u.e „f term^ I huo f 1

menca Aimiica, ' where



^s^jm^^:: ^gp^'ivA;

PREFACE IX

no confusion could be caused thereby : there is no adjective cor-
responding to "United States." "British" trade is commonly
taken to mean that of the United Kingdom ; while the substan-
tive "Great Britain" refers only to a part of the Kingdom.
I have ventured to use "Britain" as the substantive corre-
sponding to " British " in its broader use.

Of this volume as of my Principles, but even more than of
that, I may Siiy that my wife hfvs aided and advised me at every
stage; and that everywhere much of whatever is good is owing
to her suggestions, her care and her judgment : the index is

entirely her work. Mr A. W. Flu.x also helped me greatly in
regard to a considerable part of an early draft. Dr Clapham
has kindly safeguarded my ventures on historical ground in
Book I and the early Appendices; and my nephew, Mr C. W.
(Juillebaud, was reading my proofs, when the war called him to
more important work at Whitehall.

!.'

Balliol Ckoft,

Cambrikge.

16 June, 1919.

;^ i

f ' .1
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n(-ss. -i. Th>; ta<;pliti(!s for traffifi. U-i<un by th<: /.ollvcr.tin, were dftv.-lop«<)
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ilu-itrf anil ti.uii; have -orm: ^ulvantat;--- whinb alUi-;!, to yo itr.
;

V-.';r ,t,r"n;rth

ami its limitation^ PP 121 i:i9
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trial aptitU'le.= . The homot'eneity of (iernan<i .reate-. an -inr.va^eri rnarke'.

for stamlariiizeii prr^duct.s: wh.le the il.ver'iity ,f ap-.^' ;'le ieivl- -.me v. .n

•.ent. and others content<jdly to u* -em.autorriatifj rn.u.h.ne.'y .or roa^.n^'

them, i The drift of Amenoa'- :r.4u.-tr.e- -oiarl^, r.'-.a---.ve multiform

'.t-.ndarlizal'on i, further a.^-fy;iatefi, with a.^ na.^e *nd t- •::Tert, w.-.h the;.-

widespread i.;e.jin:aphi(;al di.tnhution. and al.io with jhe -pwi.a: f-;a-...-e-. of

h.-r /reat railway :ien.;ce. o. America'^ mo-i-iKle .ap:Vi' r.a.^ jroi^'; very

iii-z :n r-cent years. Its o^tner^hip ;. xidely di^-;rih:Vd :

.-.•. -.iV.ra- -.f.-tc

t.oP. of -inj-ilar eSiciency ha- hrou.!-;it to the front a r-":a-..ve:y ,r.'.a;; nu.'.-.r;*;,-

of men 'Aith hiizh busin--, ^':n.\-. md h.v- ^:ver: "hem -/.r.-.r.'. ,'. a -lon

• iderable part of her capita:. 4. Some -'..A.: ^peou-.itiorn a- to futur-

home- of indu-triU !e.i.!-r-hip pp. ll-'i— H'J

Chapter IX. Transition to present problems of industry and trade.

1. The fojnd.it. .-.- ,; r.-'j<i".'Ti b--..ne--.- ..". .'eneri. .'.onr.ier.-.-e a.', i 'ired.t

^ A pre:.n:;n.ir7 rev;e-v :? ohan/e^. ifh.ch -omet.rr.ei render a very ..ir/-

::. wnufactur..'..- :: rr.:r..T.j h;-;r.e^- .n i. r;.ra-u.'e ;r.d-r.*-n'ler.: .. .t.oer .r.:'.-..->

trie? in iti ne .:•;> urh :',d. A note ot the mean;n/of :he terr. prod ;csiv«

,5, General ea;-.r^ jrh.oh h,.- e j-^n to the iea-i^^r- f productive ;nl.-try

rr-:';h 0: th- prommeriCe ind re-po.r.,-.' ;:.t7 v'r. r: : r^nerly -j<>: .njed air.'. ..:

~z:':i-:--r.- to .T-it merchant.;, t. ^.-.e .b-eri-.:a- .n "h- i--urr:G\or;

thit :^oc:,il J.n i •^con ;rr:; ; tenin-cie-. -vu.::. ire ^•^r.rrii i" ; -r-*-'.. '..'.:. n.
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with 11 mark which conveys a KuaranU'o of quality. !i. Tho gmul ability

and onerKy, which ha»e been jHvoted in America to roaasive rrUil tradn. t<ii<l

to lower pricfH: but tlify am still rather hiKh. 6. Constructivii u»cs of

"iwlvcrtiwniPnt" in thatoriKinul broad uho of the term, in which it inclinles

all nieaHuroM closiKned to draw tin- attention of |M>oplo to opjiortunitii ,< for

buying or sellinK, of which they may be willing to avail theniwIveH.

7. Advcrtiseiiientn. which ar(^ mainly comliative, «en<riilly involve Hoclal

waste.
pp. •2M9 :M)7

Chapter VIII. Bnsiness organization: the growth and influence of
Joint stock companies, l. Smnt' of tln' niodern prohleni?^ of iidniinistra

tion on a l..rK"i' soale were iintieipated lonj; iiKO hy private iiiiil corporate

owners of >,TeHt eslaU's: tlioiij>li tiny did not often need to balance their in

coniinKH against their outKoinKs closely. The lidueiary element in coiixinitc

administration. 2. The K'rowtli of the Iciwl freedom and of the inclination

to develop businesses in joint stock: their pnranmunt influence on economic
structure. 3. Ho wide av the varieties of the arrangements l>otween owner
ship and control of capital, which are now included under the common
name of join', stock assiM'iation, that almost any class of business can be
properly conducted by some one or more of them. 4. The obscurity of the

affairs of many small comiwnies: the exceptional case of manufacturing;
companies owned larpely by workinK-mcn. 5. Temptations of joint stock

companies to excessive enlargement of scope. 6. The mechanical methods
of administration, which are inevitable in a joint stock company, are often

mitipited by tho professional emulation and the inprit tie curi).'' of its otlicials.

Good and evil of the progressive supersession of private businesses by joint

stock companies pp. 308- a2H

Chapter IX. Bnsiness organization : its financial basis. 1 . Functions
of the promoter in relation to joint stock companies. -J. Some dilliculties

connected with the valuation of a company, and especially an amalKaniation
of several companies. Opportunities for, and temptations to, excessive valua
tion. 3. The part played by banks and other financial agencies in tin-

adaptation of industry and trade to the enlarged financial requirements of

the modern a«c. British banks. 4. Ilelations of banks to industry and trade

in (iernumy and America. 5. SiiKKesticns that Britain's industry and trade

might derive material a.ssistancc from powerful and prominent financial in-

stitutions, which would supplcnient. and cooi«'rate with, her great banks.

pp. :i29 -:t49

Chapter X. Bnsiness organization: its tasks, and requirements of
faculty. 1. The \alue of a machine to a business can !«• calculatcil on the

basis of its clliciency for its immediate work. But the value of an employee
must be estimated, partly by instinct, with a view to the probable develop-

ment of his capacities: and the dilliculty of this task is increased by the

conditions of modtirn business. 2. Faculties needed by the head of a large

business; and by its chief ollicials. i. The education of business faculty.

4. In periods of economic reconstruction there is an urgent demand f<.r

creatnc laimiiy ; and those who come to the front, seldom owe much to any
formal preparation for their work. 5. The increasing scope for trained
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faculty and mt^thrylir.al orKftniiation '<( •l<-tail m imlu-itry *nfi tr»dc >i Th»

orKunmtK? faculty of a rruwtftrful miwi run •«im<-lim»i« m«k« itH«lf fpll ovor

th«^ wholi: of « liiri<o I)iii4in<^-i^, Kvn wlit-.n 'iwnwl in joml <t/ic-.k, Uri/«l)r

through it« influ«nr« on well (;h<,wn f:lij<;fit of .Ij^partnjfnt-i. pp. 3V) t^M

Chapter XI. Basiness organization ; applications of scientific method

1. Movftm<ntH V)*ar.l< th<- ;<«-n<-riil *(,[ilif»f..' - '' iri.nliri': m<-u.'-l.-i in h'lAi

n>-4,-,a<lminHtr*li..riw.-r<:p..,n<-.^r.-d ^,y-.tu•ll^•^.. ,st-*r'/...nt«. 'i. A ;/«n(-ral

viffwof tl;<:iiirn-i;in'lrni'thf«l,iof U]i-rnovi:mfntt.hat/'.»'H*.ytli>-li».i<-, .-V^.'^rititW.

M»nwni<:nt,." .J. Tli<- ' li,>-f riMp-.n-ihilit? f'-r ',h<- ifT^if. ',f a ,<r<«f. hu-i.r.< i-

in Hcif^ntifif: Mi>,n.-u!.<:':.'T.: .< .ntru-Xt-d to -i F'lann.ni/ f>«-p«r'.r(,<-nt. ami 'Km

tf)g«»ther with thft li:i.'l..-r non'.r'il un'ifr *h,(:h i'. *'<r;(<, 'lcv<-!<,p" M-" -.rj^ir. /.>,

tion of thn bu.H:n»:^^ *f:f.or'linj< to funfit.on ' mthi .- •o.ti, ,
nc i. Ir.

Scientific Mjtnauf^n.Hnr .t, ..-i arran;/wl that, n f.ir h.^ t^'.-
.Kii-. •if.t; if<fji*r,'.i .

rf^umng man^iai operation 4hail h* rr.ad'r th« H^it/-''. -f .:,-'f.-i:'.ii ".rr,.

-tucli*-.-.; con'i'ict»^il uniler favour;ir,ift '.onfiit.or.< hy ri.,/K:y •.ra.riiil o'.K^^r- --r',

who arr- V; *<;k u i.Ur,':'-^ from th<; •,rn.ii:'..;nai prv;r.,'.<^ .f ik. ..<! of/^nt. ,<-

pp. Ifw -.-0

Chapter XII. Bnainesa organization: applications of i..<ntific method.

rontinned. 1- Th<^ pnnoipifts of Soi'^ntiK : Vfan^i.^r.,.'-.*. .-;i.i .pv, *'»r.-
continued.

il iiriaiy^.i-i. par*

pnnoipii

l;r,c^ •j.l.>:h ha-.f; I";n/ h<-«-r. ',,.-, v-^ ,n •'.r:.^ fir,-,,-,.,

an.l other .n.iiinnes, of the r.',tion .rr.p::eii .n the ter... i. i^.Ar..iar-! .-^> ,'

wai^e^." .\f:Uim V, be w.rk.r.^ to-Kir^i-i ir^.,..; :> ' -,^lr.<U.-•i^ .!. .-. .vy--.

tion., that very huh er>'.f;.er.oy -/ r/ i.r.- -^r, '^ ,hr.A.r.e.i v -h .
.-. v-< -•.•».'...-./

the operatr.- ;n charge of .t, by supply.ns ft.... ».tr. ;'-../r. -•A.-..Ur'i '-.o-.'!.',. .'.

of x.-,rk. An.i -au.-ir.j hi.'. rerr.:r.erat:on for -arh ,oo v, .'..-. r«-.i.'.e »•..-. ev-r^'

incre;i..e in the -p^A A .t^ p*:rfonr.a.r;ce. ;i. Oer.-ra. re..it. .r.. :'. io:er.:,ri'.

Management :.. the rerr.-;r.ent;or. -f .i-..ir. ;.i; iar^r.^.r ir.'i t., tLe irr.'..,r.r^t,..

<;or;tro: .f :n.l-:..T7. t. Thv^^h -he -vi^e ^.-terrn .f Soent.r^- Man.w»" -r.'.

V^ve -niAi. ^cope for oo..e.;t.-e .lot. .n :v- -:-r.piov-t,. .:, .p»:n -r.-iT, >:r ..

tiann.n/ rr-iy !. i '"- t..^>^ir-;- r.-t.r.^ nia- ..li ,r<^f- f.r ::.- •-./. r.-.

h..it:e-i v! ien.o.-.rat;'; t^.r-trv to. '.^'- rit
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KfTviccs, (Iflivi'riil iimiUt (liNKiiniliir conilitions, rimj t* n part of a riasoniihic
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ami ,.v(ii of a lotisirmtiv.. policy : hut the line of d.riiamition Ulw.cn thcw
and othiTH, which aim at the destruction of inc(jn\cnicnt riNals, in ofl«-n
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rendered; while the charKes for quick transport at fixed times are in Kreat
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pp. V2i 144

Chapter IV. Competition and monopoly in transport, continued.
1. Introductory. >. The C(mfi>,'uratiou of lirilain -a the habits of her
people are responsible for the fact that most of her oods traffic consists of
small c.nsi^r,,,,,,,,,,^, carried short distances; and therefore at hif-h averaKe
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to louK periods, in regard to which much fewer costs are Hxed. r,. 'The
direct costs of particular passeUKer services. 6. The direct costs of ((articu-
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pp. 44:-, -466

Chapter V. Competition and monopoly in transport, continued.
1. The distribution of the general costs of a railway over its various services.
•-'. Discriminalint: conces-^ions to particular industries and tra<les, in regard
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I. CluiriKitu/ iittitudi', ijf thi- Iiril.i4i (wopl'- .aid fin,, ruin' nt t-.w-iiT 'li'

iimiilinmrmtimi of railwaj>; llif liiif of 'Ir.i-i'.n l«i*i>ri 'oriMii"'i 'lod

ioiMp».titiM' railway.! U-int; nuiinwlnli' iilin' -• lil'irf'l '.'i- ! Mm. •

'
ono

micK. wliich ari' ooiiinionly rct^anlcd m hiijh rr,i,iiifii/ onl> !o r.nl a.i/
.
.-ioiM,

iiin U' ohtiiiiiiil >iy piirtii iil.ir utTii iiiiri'- f'T > ..op. r.il.i ri ,
or f -i [.O'.oro/
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wiiv- in 11 iin-.a purt of North -wi'^'<rn Kiuo()«. ; h>a h'. rmlwiiv^ ;i oni. in

iinuiin. •">. 'Ml'- r>'lat!..n.J of IlriU.n'-i r.uiwiiy^ to h.-.i.y ,>o'«l- 'i i".' niiv

|,..-,-ilily I.. n-id.-na.lv nioditicd !,y h. r .-.TC.-ptional f,i<:iht.i.., f.,r th.- .:M.|,.rii

li .ri of ro.nl tiiotor- viilli lu-r c.inAN, find for >.|..<:'.ri' hiiul.iv on h>T ';u,.ii •

pp. li;i Vi»'.

Chapter VII. Trusts and cartels: American experience, i a r.
.

•
*

of ,omi- i.'ini-iiil ciiiHf- of tii> ri'fnt rapid inf i' i-f .f .'larit. r, j - i nt--. -»;.-
.
in

d(;p*>nd<ntly of any inonofK-ii^tio piirjK)-..-s. Tk."- p«,-.<rtv of Hri'.Mh -tati-t.rs ;

the wf-alth oi .\ni.Tio-aii. 'J. .\"o<::.iti. .'H and itT' > n.'-n'- of Mir.ou- -or'.-.

prepared the way for tin- ri ••• of trii^t- in America. :J. The w-.- of ;i t..'Tn.

but wi-ely liTiiite.1, control of nioiiO[K;il-ti'- Tendenr.e, in Aiiieri'nn \,U',r.i-^

i- provided by -y-tennitir oi?ic;,i, 'iid;e- Tiie .x\,' r>r , ti. s- /i.n-d i.-,-.e,

ialu.ihle i;o lance 11,- t.. -o.nie uri-'ent prohiern- -.i l!r.:..-h .n-ii-.^r-i. fi"..'>.

4. .\cT|.,n-. which are harrnle--, on a -loaii -fae, ii.,iv r,.eon.f^ injiir.-.'.T

when practiced on a lart'e -cal.-; e>p«.ci.i:l;. .! 'h ,r p'i.-po-e ,. r,
,
,,b-tr i. • ri,.:

h:;/hw.tvof buMne--. 5. Kelari..ti- ;n ^^>. -r. 'I.'- prire- onir.-d -.-. f,ir--ee,ni;

;r!i-t-. when not en^'ai/ed in cnnipa.i'n- .ii.'t.n-' r...i.-. -t.ir.d to ;i.- [.: ria'..'-

,:.<t^ ,.i'-in'l-i,fnU-nl-:- pt- ^'iT - .'J*;

I-'

Chapter VIII. Trusts and cartels: American experience continued.

1. The I.'nited >;.t'e- .-^te..; C'.rpiati.jn .- a in.'i .• .•..•,t-..'.iM .n of n-.-i.;-

_ .r." t,.i-..ie--e- ; b .; :• ;-.id-. rit.oer ;hm i'r.T'i-. '.'i- -tee. r..!;;-'-'..

t; 1:.- p'.w.r "f .'v ' [.'.oH.ii c.,r.-"r'.'-".'.e m,;.:'.. .,,;:.,,,, i
.<.;. - ."e

'!.- r-..t:'.e -tnite^-. ,
.

- ..l;-"."ate.i r.y tii.: hi-Co.ry of ti.e :^:.u.il,i,- 1 O.i r.-ii.puny:

.•- ..'...i.;. :. -Teivrh ha-- .Taii'i.ii.y -,v.-r--ha'!'V.V'd ,i r-.-n-.d-rif . r.-it.'t
':'.

Am.-:-., an OI-;:.'---. -i. M. n- .p-oi-t; c .ntrol in the t. baco r. i .-try ..tfecr-i

^..;,- f.... n..mie- ;n ri= irketm-- the hi.k-- protit- .-.t the Tcbace,, • ..t ter;ipte.i

.t. ,11. 1 en,,bl^•d .t. t.. :->: -tron^ :i;ea-;r— for the --ippre--. :. : .n-eri ,per-.

4. In-.sre-^te .jn exci^.ve .ie.t..n^. and oth--r ly.nj o.t.--i. :.-
.
are ^-ner^v.iy

h.'.rnoe-- on .i -m.ill ra!e: hut. when u=ed i- i.di fj^M.'d- n:.jr..'.ri'j.7, tr.ey

Tr iT hj- rr;- :ch;r.-.-:.i;r.. 1. DiScultieH in t'ce WiV .,? f.-,rei.:i.-t:r._' Uie future

of tru.-t-; eipeciaJly m re-.-ard to their mtluence on -he -t.ibii.ty of indii.-try

and trade. 6. A ireat pun of the rail-Jrayi and toe ch.ef .':.anul"aOtunr.g

I ^

HI

V.
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»n.l ininlnH h.j,in«i«.. of Aii.«ri,-« »r- UrKtly .„„|.., U„. eonlrol. f.,r k.hhI
«n.l .,vil. of » oompuralivBly mniill niiriibor r.f |)..*.rriil tinnnnii-M

pp. ^•i^ M:l

Chapter IX. Trusts and cartela: German experience, i (i..r„m.,> .

'"'"7^'"'' '" " ""''"''•' "' •""•I- -i- CarUU, wl„„.. ....,,«. „ |,„„u..l
I" tl... rr^uUu.m ,.f |.ri,r, ,n nwt.l t„ ..Uf.H«r.li/...,l pr.HluriM, ,| tI,..
VV..«tpl,„l„w, roHl onrfl. ,„ S>„,lu.af, ,.lTnr.l. .1... I.u.I,m« ,„hUm f km
orpuwznl oonlr-.l .,f tl itpnt im.l Mmrk-lnm, „. v»..|| uh of il„. ,,rv..„ „f
II... pr.Hluots „f a t,r..„l. ,n,lu.lr*. Itn ,h,I„ y 1,^. o„nlnl,.,l...| to tl„. «r..wll,' ,.f
'MMixnl- eoiil an.l sUtI .,.,„,„.„,,, ,a ( „ ..,,„,,«,. „t -pMr.." .,.,,1 „,„„..
UM.I Ht....| w.TkH. I. C.tUH..s tl„a .,»n,.lly lHNo„r...l tl,.. a,lv,u„.,. „f «„w.l,
I.UH,n..s«eHin<J..m,anst,.,.! m.i.Mtn... phan f llH.,r mrl..|l,/.a.o„. .', Th..
.St...hvork. r,,,,.,, i, a ••K..M..ml •

nirl..). ,:,.„«n.„l t., I.a.m. „,„.,. th- mfrrHtH
..f v,.r,ou. ,t,tK..s of tlu. .t....| n„l,Hlrv. ., t„ pn,.l.,.t,on an,l „m,k..l,n«
an.llolh,. l„„mty,M.Mf..n,.,llnll,.. [iui..tiN, t.mt. . . ,,,,. .-.n .-,(),-,

Chapter X. Trusts and cartels: German experience continued, i. Mo,,.,
poh.l,.. t..n,l..n..i..s of H,,,,,.. (i..,„,an ui,.„l l„,„n,., „ a^H.,..,«ii„„ «,il.
.art,.!. an,l l.anks, a. n,.. ,„,„i„„,, ,„ , , „, j,,„^., j,„,„,,,i„^ ^,,,_,,^
.•n.l«,<l} tl„. U.Ht r,.«MltH o, (l..n„a„ ,„.„(,„, t ,„ . „a.,m l,v a f,.w ..,a..t

bUKnu..H,.s.wi.;Mn,,tr.|un.l..r,taml,nK..wlHl..avo,,l„,„.fornmr,a>t.ll..aU^

.. riH.|m.n.aMMKr..s,HmHil.il,ti..Hof..art..|,tollu.„s..ural,n,l,i»tn,.. am! to
labour.

«. Fur.ctio„H of th- Stat., in r-lalioi, to , art..|s. . pp. ,-,«,( .-,7.j

Chapter XI. Aggregation. federaUon, and cooperaUon in Britain's in-
dustry and trade. I. liilro,l,u.to,y:arlant.-l.,u;k*ai.l.. i Tb.' Htn.i.K
iml.vuluality, which ,r-at...l llriuin's i..,l„.stria t-hrslnp, i.s ntill h-r nio.t
iM.portant a-ss.-t. It„t it n-cln in-r-aKinKly to Ik- .uppl,..n..„t..l by r..t.li.„Ms
to .oop..na.. with oth.rs i„ l,u«- allu.r.; whil.. th,. .up..,s..K«ioi, of .sn.all
bu,s,„-..s,.. hy law u. nmn.y lM,|„.tru.« ,s m-y,tabl-. :.. .Nroym.-nt towar.N
aK«r..«at.on ,„ t ,- Uritish coal i,„lu.,try. I. i'lanticty of structure throUKh
out the «tc-l M,.lu.try. Ooullictn and harnmnics of iufrc.t auu.nK its .sey-ral
staK-s. ... Illustrations drawn frotn th.. st.vl industry of tb,. national in
-r-st m the standardization of product.,, th.. int..ns,y- siK-Walization of
.u.,n-.s..s, and the n-amt-nanc,. of op,.n n.trk.U. 6. A n.onop.distic t..n.

.l.-.-.v n, a branch of a .-rc.it iu,lu,try, the hi,d,ways of winch arc ,n general
III lo 111! CDMi-rs.

pp. '>~7 .')9m

*^''T/t™l^;H t^'!,"^*"°°'
^'"^^^a""". -^nd cooperation in British in-dus 17 and trade, continued, i. Som- Uritish textii- industri-s i,. v-

dev..lopcd erlici-n. standardi/a.ion and s,K.c,ali..a.ion ahnost auton,atioally
.. I on,truct,Ne cooperation a,„„n., kindred l,u>im.sses. whether .ndcpendent'
or u, s.nKlo ownership and under .-ntral control. 8. Monu. nunor functions
of pr,.lucers^ associations. 4. A,s „.,at,o„, of producers for eonstructiv-work ,n n,arket,n„; csp,.cially in ,un,„ction with export trad- .", The>Ueo,;th of the .seuH-autonrntic or^anuatiun of export trade bv inde,„>ndcnt
.Merchants: funct.ons of hanks in relation to the tmde. . "pp. oiyJlo

Chapter XIII. Aggregatiou, federation, and cooperation in BriUsh induRtry and trade, continued i Th. ^.,.l.iioLi ,n^ ^Z^^Z
of prcxiucers. 2. When markeU are perfectly open, the il.terests'of th.«
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art. («(?•• '<f ir.'l (""try *v».ri.t ij(i<l;i«- p»,".fi|/ '.f 'h* pr i-i • '.f i-.f f.i*r,'.
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JiOOK I

SOME ORUJINS r>?^ PRESENT FKOhLEMS
OF INDL'STHV AND THADE

CHAI^TKR I

INTRODUCTOKY OH.SEKVATfoN'.S

1. The jtr^'iifiit nfficiiryof thf' nUinl i>rohhiinf of inihiMii/ I i, 1.

oiiil trfuh.

A.- indicated on th-- tirl.. |kiw-. -n- pr*r-r.r f.-.rk :s d>-Mirnf:d

tM ruakf ,t .-rnaii cuntnLuricn to tufr -'ndy ot rh- proiTf,s>i or

iiidustriai t^.-chnique. and of bii.»inf-s ort'-iriiz.ir.iwn .
-v. a-.I

of thf- di.stnbiuion of the b*;nt;fit.- tht;nct- an-?:nj( ani'.r,^' v.i.n'

seotiirns of tho fj»-opl»- and various nation:-.

,.ii .-

N'l.. nn.-vi(;us at"- ha.i had -uch iar;;>; pp.rjini-.i-- H..^ th>

{(Ffsent tV.T applying rnat'-nai rf-'/ur .- in f;>- •-.•ivatiori '^t

human lifn. Th-- turcf-s of N'ar.ur-- .ir*: Loinii' v^rn^.-d har;^

upon h^.-r l>, c^nip;! her ''» n-ndo-r •-..•: i;iri.'*r r---';rri- t'-

!i;:tn'~ -rfTT-:- m '-vi-ry branf^h '.f mdu-'ry : ^my r--:r;-tani:>'

rha: -h- may utT-r :.< th-.- asfncuir-iri.-t ari'i tn- ri,.ri-r o^-:r.^-

'j'u.:klv r.-dui'ed by th- uiCf^^an: d>:v.-;.^pi!i-;r.' -t ri-'-h -''.rcf-

.:f ncr; ^upplv. and by -. v and nipid i:i.ri:!..un;';at;-n r^-f.v.:.-n

di'tan' piacf-:-. X-vv >-:. .ntri--* ur- 'j ;i'-k:y taiiin^ .u-'i iin-

With "id. S..ni«- "f ':h'-!ii ar>; m.ikin/ /r»;;trf-r i-;-. inc>:- in

•-oi:'ri'mic .Teaniiiati-n and ' .du-tnai t^-chn;','i-: ::. i >\-<::m[-

"htn E^iri:'i>»r a.- ^t vih..,- ti.t.- rna'i'.- in -m'.' •'-ri'.'in/ -.iOtrpt

:h.; la^t : and th'-u^h thi:- pri'^--^ i- C":r;n-ia.:y 'i^-priMn:/

"i'l ^•urrri';> r.i.^ .rn. ni.'ir^-".- '..- '.«. ir..

.! :i

:tr>- r;.';.iri'-vr .r-^rr-it.^
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INTK< lUUCTOKV ORSERVATIONS

tip largiT find niDiv varioiiM inarkfts in the same countries,
or in others. Thus ni.itriial wealth !ia.s rolled in .jn the [wpu-
lations of old countries with unprecedented rapidity, and on new
countries faster still.

Moreover there still hangs above all countries, old and new
alike, the shadow of war. A time may indeed come when
the combative instincts, implanted in man's nature by countless
centuries of fierce struggle for existence, may be stilled by a
Paa- Cvsimpolitana, enforced by an international police: and
some small countries are even now psirtially protected by
the desire of their more powerful neighbours to preserve a
'balance of power." But so long as wars are imminent, no
rate of material ].rogress will enable the industries that prepjire
for war to dispense with sustained and severe labour. A single
modern armoured cruiser may be more than a match for all the
navies of the world fifty years ago : but no incre.ised ficilities

for building an efficient warship can les.sen the compulsory
labour of any nation for the purposes of defence on the Wc s.

Improvements in the technique of rowing boats do not lign'.en
the labour, which is re.piired of those who desire to hold a good
position in a gi-eat race'.

But Nature's opportunities cannot long retain their present
large generosity, for the world is small. Science may indeed
enable a fairly vigorous life to be maintained in tropical regions,
which have hitherto proved fatal to high energies : but ere very
many generations have pa.s.sed, the limitation of agricultural
and mineral r.-sourees must press heavily on the population of
the world, even though its rate of increa.se should receive a con-
siderable check.

Let us turn from the cosmopolitan point of view to the
national. It is true th t those countries, which have abundant
resources relatively to their populations, may grow in comfort,

' The above paragraph stands as it was set up in type lipfore the World-
war was in sight. The action of Germany h.is increased the de.sire of everyone
for the estiihhshment of an UKreemeut among nations, to intervene with force
against any nation that decliire.-i war ; exeept in accordance with a judgment of a
supreme international court to which it has appealed. But the experiences of
the war indicate also that the force needed to coerce a strong group of nations,
who have mpde large secret preparations for war, may be very great . and they
suggest that those, who desire peace, may not venture to neglect the sinews
of war,
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URGENCV OF PROBLEMS OF INDUSTRY AND TRADE :

if not in luxury, for several generations : but, even if nianu- i, i, l.

facturing operations could be C(in(lucted by a twentieth part of

the labour now required by them, the ditticulty of obtaining

adequate supplies of food anci raw produce would ere long weigh

heavily on densely peopled countries.

These 'natters are of especially urgent concern to Britain.

Before the great war she was more prnspen,us than ever: the

real incomes of both her well-t'i-do and her working classes are

higher than those of corresponding classes in any other denselj-

peopled country; and the metho<ls of her industry have advanced

at an ever incretising rate. But yet she has in some respects lost

leadership. Her best methtMls are now the common profKirty

of the Western World; and recent advances in them have been

very largely due to the enterprise ami inventive faculties of

other countries.

The maintenance of her material well-being above that of

other countries of EurojK', in spite of some relative slackening

of the industrial initiative by which she achieved her success,

cannot be ex{x;cted to last for ever. That it should have been

maintained till now is marvellous, and calls for study. We
need to know on what Britain's industrial leadership was

based ; and how it may be conserved, and perhaps even eii-

lari'ed again.

The test of leadership is the doing things, which other

countries with similar economic problems will be doing a little

later, but are not ready and able to do yet. One of the best

indications of the nature and extent of a country's leadership

is to be found in the character of the goods which she exports,

and of those which she imports. And, while a certain part of

her fori'ign trade is essential to her existence: another, and

much larger part, is Cv)iiducive to her leadership. These an'

strong reasons for giving a prominent place to foreign trade in

a study of the bases of her economic prosperity.

But there is another and a higher reason. Industrial

I 'adership counts for much among national ideals. Anil if

an individua!, devoted merely to material ends, is but a poor

creature, still more ignoble is a nation that is devoid of national

ideals ; that is, of ideals which recognize a national life as

something more than the aggregate ot individual lives. Now
1—2
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INTRODUCTORY OBSERVATIONS

1, 1, 1. UH the individual life is made up largely of .social intercourse,

so is the national. A heaJthy national pride has been a.s8ociate(l

with industrial leadership, especially as indicated in the clearly

written records of international trade- : and the mutual know-

ledge which results from close trade intercourse has done

something, and may do much more, towards the development

of an ideal comity of nations.

Further, the notion of national trade has been bound up
with the notion of solidarity between the various members
of a nation. The trade of one individual with another is

ni: rily of private concern : while the causes which enaole large

• juantities of anything to b^ made for foreign sale at a profit,

generally lie deep down in resources and faculties that are not

wholly individual, but are in gnat part the C(jllective property

of a nation as a whole. A country's fori'ign trade is something

more than a number of dealings between individuals at home
and abroad ; it is the outcome of the relations in which the

industries that belong to her, that are a {Kirt of her life, and

en)bo(ly much of her character, stand to the industries of t)ther

countries.

Thus nati<inal industries and national trade act and react on

one anothir, but the dominant forci' is that of industry. The
main courses of trade are guvenied bv the relations between

the surrounding industries, in the same way as watercoursi's

are governed by the contours of the hills: a map showing the

contours of the lea<li:ig industries of the world would show
what must be the main courses of trade, I'xeept in .so tiir as

they are obstructed by c(jsts of tnmsport or customs duties : veiy

much as a map which shows the contours of the hills shows
also what must be the coursos of the water But che water

reacts on the hills, and trade reacts on industry: the industrial

history of every country uoiild have been different if her oppor-

tunities for tbreign trade had been different.

Finally in regard to st'ctional interests. Nearly all of them
;ire changing their character and becoming increasingly plastic :

i)Ut the chief change is the ussimilation of the training, and
eonsetjuently the capacity, of the working classes generally to

those (jf the Well-to-do. The spread of education is rapidly

I'ffacing those distinctions of mind an' character between
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(lifiorent social strata, which have prevailed in nearly all densely- I, i. 2.

peopled countries (luring several thousand years; but were in

large measure the artittcial results of the cumulative iwlvantage

that a small initial predominance in force gave to the more

fortunate sections of each nation.

We are indeed approaching rapidly to conditions which

have no clos.> precedent in the past, but are perhaps really

more natural than those which th.^y are supplanting :—con-

ditions under which the relations betw(>en the various industrial

strata of a civilized nation are being based on reason, rather

than tradition. No doubt much force still r,inains in the

„ld contention that when wealth is applied in harnessing

Nature in servitude to man, by far the greater part of the

aggregate b.'nefit resulting from it, is rcap.-d by those who

have themselves accumulate.! little or nothing. No doubt

it is as true, now as ever, that the chief work of progress

is done by a relatively small inimber of men, whose faculty

for the wwk can be tested oidy by their work: no other

means of selecting them rightly has been yet devis.-d. No

doubt also those who, if of less initiative, are yet doing

important work involving high mental strain, have a reasonable

claim to a certain largeness in the conditi.Mis of their lives.

But, for all that, it is becoming clear that this and I'very

othJr western country can now atibrd to make increas.'d

sacrifices of mat.M-ial wealth for the purpose of raising the

quality of life throughout their whole populations. A time

may come when such matters will be treated as of cosuK^politan

rather than national obligati.m: but that time is not in

sight. For the practical purposes of the present and the

coming generation, each country must, in the main, dispose

of her own resources, and bear her own burdens.

2. Eeotuwdc fonditiniix arc moxtfif the result ofdow iitn/

ijmihinl ihirhpiiient ; and, pui-thj for that reaxnn, they

atmmonhj show the One in thi' Mauji, the Mani/ in the One.

It is nfeesstiri/ to look bnchrards a little, in order the better

to lookforu-ards.

Economic^ !« eonfi'vnt-d mainly with general o<Hiditir,iis ami

tendencies: and these as a rule change but slowly, and by small

m

I:
ii

I

Ik
I



n,. 5^i fe^s^tiaftWfV'l^-^
»^»

I

I

b IXTRODUCTOKY OHNKRVATIONS

I, I, 2. steps. Occiusioniilly they may rercivc a strong iinpi'tns in one
(liroction or another from a politiciil event, Huch as a revolution;

or a change in a country's boundaries or alliana's. A great

invention, like that of the application of steam power to work
that used to he done by men or horses, may enable a single

generation to live through twice or thrice as much economic
change as had come to its preilecessors. Hut the ]>rinting press

ilid not rise to nearly its full power even in a couph' of centuries:

and the piesi'nt generation is the first that has seen thr whole
rise of several great inventions from nothing to dominating
positions: thus the maxim that "Nature does not willingly

make a jump" (Xatiini nhhurret snltiim) is specially ajiplicable

to economic developments.

Partly in conse(|U(iice, economic cimditions and tendencies
show, even more than most others, the One in the Manv, the

-Many in the One: for those, which prevail at any place and
time, reflect the habits of action, th(tught, feeling and aspiration
of the whole people, or at le.-ist some large part of them. Each
reacts on the character of the populatioii : but the roots of all are

deep set in the human characteristics of the place and time:
thus the One is seen in the Many. And conversely each
tindency eiubodies in sonu" degree alnust every influence, that
is prominent then and there: insomuch that a full study of it

would pnscnt incidentally a nearly complete picture of the
whole: thus the Alany are .seen in the One.

The present indeed never reproduces the past : even stagnant
peoples gradually modify their habits and their industrial

techniiiue. But the past lives on for ages after it has been lost

from memory: and the most progressive peoples rctnin much of
the substance of earlier habits of a.s.snciate(l action in industrv
and in traile; even when the forms of those habits have been
so changed under new conditions, that they are no longer
I'epresented by their old names. Such changtvs increa.se the
difficulty of so interpreting the past that it may be a guide to
the present.

r>ut im.bability is the only guide of general use in li.e.

'I'hei-f are a few matters, in .hieh mere reasoning avails. There
-(XKi !ii;i

events IS both

ny men , in which ti le oL(seivatu)n ot current

necessary and sufficient : and, where sufficient, it
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in HUiHiior to ..thcr s..iirc.s ..f iriHtniction ;
hvamm- n^crds of I, i. S.

current .vents can bo Hiippl.'inent.-d, and witn(s«.H may jxThaj.H

k- in .fffct chall.n^fd an<l (roHs-cxan.in.d. But ..l,s.TvaM..n

.,f the present only shows what is perhaps its mte of inovMMnt :

sntn.' gui.lance is nee.le.l also as to th- rat.' ..f inen.use .,f inov-

iiient. That can only b.- i^ut by looking backwards.

All H.irts of trustworthy nf.-nls of th.' jMist may gratify

. worthy curi..sity: but for the purpose, of ..conom.c stu.iy

thos.. on'ly ar.' of much s.tvIc.., which ar.^ sufficiently ampl.- to

suggest their own .-xplanati.-n. For explanation is simply

prcliction writt.n backwanls; and. w'.i.t. fully u.hi..v..<l, it

h..lps t.>wards pn.liction. A chief purin.se .,f .•very stu.ly ol

human acti.m shoul.l be to suggest the probabl.- outcome ..»

present tendencies ; and thus to indicate, tacitly if not ..xpresslv

,

such modifications .,f th.,se t.-mlenci.-sas might furth-r th.- w.ll-

bcing of mankind.

It is tru.' that even car.ful pr.'diction is iik-ly to ov.r-

l,„,k some inriuences at present latent, which will in fact greatly

atfect the n^sulT : while only a carel.,.ss explanation can ovrlook

any intlu.nc.. by which the r.-sult has been actually fashi.m.'.i.

F.ut explanation shares with iir.MlictL.n the mam difficulty,

which IS caused by th.- comnl.x int.-rw.aving >.( the .fccts >,t

,nany causes acting in the san.e H.l.l, and mutually inHuenoing

on.- another: .very short explanation in economics is likely

therefore to b.- mislVa.ling, unless in.lee.l it be almost a truism.

M..reover the progress .,f stu.ly ..pens out new probl.ms to be

n.nsi.i.Tcd. an.l thr.s it broadens the area of consci.ms ignoranc-

ev.n more than it increases the st..ck of ascertanu-.l knowl.-.lg. .

;i. The sr/uiio of the prtsmf work on a irhoh.

As the original intention of publishing the two v..lum.- t

-his w.,rk togeth.r has been aban.l..ne<l, s.,mething shoul.i 1-

sai.l at once of the relati.ais between th.-m. The Tabk .-t

Cont.-nts indicates the arrangement of this Vohru.-: an intr-

. This subject is brifrtv discussed in Appendix .\, wth n<>-'^\«.\
reference :.,

-l,e ^.-uidanee which economics has derived in the last half century from ..

...peTience of the physical sciences : together with a few remarks on u..

relations between the"economic and ethical conditions of wel.-be.np, none .a

which may be ever left out of si^ht. thoURh the economic cou,liw..ns arr .-ice

sarily the "more prominent in such a study as the present.
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IVTKODfcToitV OIISKKVATIO.VH

I, I, .1. iliictioii tu Hunk I will follow ill the n.'xt. .s.-ctioii ; tuid Mimilnr
ititr.Kliiftions to Hooks II ,111(1 in will 1... fouii.l in th.-ir first

fhiiptcrH.

The piv.sent Voliitiic .is a whoU' iniiy 1),> n-irjiiiKd iw coiiccniofl
firMt with th iKih.s o( nuMJ.ni imluHMiiil tfchiii.|ia' .iihI hii-MiiiuNH

..rKiiiiixiUioii; .s,-coii(ily with the parts playd by p.irliciiiur

nution.s in d.nvlopinK tiwni; and thirdly with th.' prohh-ms
rising' out of that dovvlopm, nt. Thrs.- prohh^ms aiv considoivd
Ml Hook n, with little or no irtcrnu-c to mono[H.li.stic tcndoncifs:
those arc <Ka!t with in H.x.k III. In Hooks 11 and 111 thor.' is

an fvcr incr.asing drift towards consideration of the harnionics
and di.scords (.f int.ivst anion<r the s.-v.-ral s.rtions of a nation,
and hftwe.n each of tlio.s.- .sections .and the nation as a whole.

'

In the second V..l)iine these harmonies and di.sconis are to
he .studied more cio,seiy, in connection with the harnionies and
di.scords of interest amonj,' diHeivnt nations. The s.rtions to
be nio8t considered are in the main of two kind.s. A nation as
a whole may he reg.irded as coniiM).sed of irregularly shaped
//omo/,^// strata, arranged in pyramidal ti.rm, those most poorly
endowed being at its base; and each successive stratum con-
sisting of p.-ople better endowed than the hust. The endowment
may be measured in terms of nioiu-y or of faculty: and the
problem is to bring tlie.se two measurements as nearly as may
be into accord: while narn.wing the lower and broad.'ning the
tipper strata. The i.ssues arising out of this sectionalism are of
the most far-reaching character.

But another .set of i.ssues, though of no great importance
from a.social point ..f view, is .,ften more prominent in discu.ssions
of ccMiimerci.il policy: it arises out of the conHicting interests of
particular indu.stries in various matter-s, and e.sjx-cially in regard
to external trade. Emi)loyers and employed in any one in.lustry
constitute, as it were, ,i vertical compartmeht, with interests iii

.some meiusure peculiar to it. The problem here is to reach
such an adju.stment ;is will be most to the benefit of the nation
as a whole, without pressing hardly on any compartment: and
some tentative suggestions as to the relations of the Ide.d to the
At*ninab!e wil! be vcntiircd .iCordingly.

A time may e.;me when even the aggregate interests of
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i;itf.n nifiv ^)' williii^'iv HiU-ritic'l in -^otiif in>;u<iii'- r<> |.ir;,'<r I, i. t.

fllSlIIII

art' riM

1

|X)lit)in irtttT.st.M. lint iit.f.iii|itt to n^ali/'- ihdt, i<l>iil now

T pnictif.iiilf ; thoii^'h -(..iim- litriif'<l iirniri^^'iiifntH iniy

uh a-i •hoi.r thiif furiMtitu*'). ifia'lc iiriiMtitf t(r>)U|iri lit iwiJi'iti.-, .11

th<> l'»riM-ih Krn|iiri-. whilf :i y?. l:ir;,'iT, rfmu^'h |i.<.m. r i^'roupin^'

1^ Mi;;^'i->t<'i| In' rhi'Hctivi- :ill' ••in'i in iii[>i»< if nf tr'-i<|i,rn whi'-h

h ivf I n ill V"-lii{i<<l 'InritiL' 'hi' Wuriii-w^ir.

(
'h,iiii,'i-> in thi- p'lrfh.itini,' \y<<v,.r ot in'.ri.-y thuuijh nut ;i-^

iiiiportant lis afii^-.-irs at Hrst. si-^hr. put. i|lrtif:ulMi-< in tU'- way

lit a^Ti'i'incnt-i hi-fwi-irn liirti-PTit. sfi-tion- ; ati'l tin-y font'i-**- rh-'

.>tati-Ui-s 'if itit'Tnati.inal tTJuit', rhoir^'h th-v 'In nut tnat'-nally

artfCt its •^'.ii.-ral lintt. ThiT'-t'ii- it m [»r'.[»'.-'>''l that th-!

s.vi.n'l Vuliinii' 'hall inflMii'- a -hurt -fiiijy nt innni-y aiii| fr-dit

in r'-latmn to in'iu'try aii'l trailf.

I. Sotiii ilitnilA nn tit the a rrinifffiiitid nj Itook I.

(;in,<ni i,t fh>- Innff UAf nJ oitfit'iilireA mitl Jootuhtt m.

Thv functi'in of Book I i.^ to inilu-a-',- hroaijly -n.ni-' r!hii-t

..ri'^'ins of th'- iniln.-itrial ti-'-htuiju- anil or^'anization, rha;

[in.'Vail now in th" W.-st'-rri Wori'i. Kn^'ian'!. aft.-rwanl-

:neoq)oratod in Britain, wa.-« at on>.- Min'.- a pii[)il 'if oth»-r

iniiuitrial iiiniir : thous^h -hi; alway- hail i;..Ttain, rath-r narro-.v,

>i).njialitii-s. In th'- cour'*'- of a f-w c-ntun-.-s -h>- \i--f:).uv. tir-"

th>-ir eo!ii[j»-titor on t-v..-n t'-rni.- ; and afti-rwani-i th'-ir l>:ad>-r

in many 'i^r*-.\.x. iniiu~trii-?i.

Th'- four "r tis-- ij-cail'-'. in which h'-r 1-aii-r-hip wa.-< chi'-riy

il.-v.-l..p»-(i, ,ir'.- -oiU',-tiiii';> il.-i.Tib-i] .1.' rh-i-- -'f th': Iniij.itrii;

R.--v.-!iiri.,n : hut in tact wh.it th'-n h tr.f)»-n-ii w;i.-» no* a K>:-

vnlutii^n ; it wa- m.-p-ly -jn'.- *z.v.x^. -t PLv.,iution which h.^i

pric-'ilirii aim. -St without mt'-iT'ipti-.n fir .-^-.'^ai hiini!r>-i|

vcai>. From th-- '-arly Mi'lril>: A^'.-s nii 'h- pr--.'-r.^. day

i-i?"n'jia:c 'i-v.jluti'-n has pr-.-"-nt'.-<i oii on-- ^I'l'- an ''-r m-

creasm^r p<.'W'-r of capital: and -^-fR-cially ot capral \ii\y..^\ m
ci.n^i'i'.-rabl'; ij-ian";:;.-.-* by prof -.^.-^ionai b:i.-in-— n.'-n . a,-* di—

tini^'u^he"] fn'm "h'.- r'->oiirC'- .it a iT'-af ---at'- wh-.-n appli-d.

h.-w-^v.-r ably. '<) i*- -wn i'.-V'-i--{im'-n-. ' »n t:.-th-:r -id-; -h:.-

t-viil'iti...n had dimini-h'-d th'- -itrain 'hn-wn >':. h-:ni,an mu.*:-l'.-.

r--ia: :nat han'i-d Mv-r '.h^ -ub-'-f. I'.-n' -n'-riH'ir!

(1 I

* 4:

if

anuiia.-<. -it %vat A. .ind .f Coal. 'Jr. v-t a third .-id-

m
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1,1,1. it hiU4 chiiii^fcl th<' ^'rtiiTiil c-hanu-t< r of iniliiNtriiil nrpiiiixiition

ill two ()|i|Misiti' <liri'ctii)ii!«. MudtTti wmk in ninrc iiiirmwly

N[)4'ciali/.f(l, in so tar as thr iniiiilKT and variety "l llif njx'ra-

tidiis |MTt'iirni('<l l>v a ni<Mlcni wurkiT arc cm tlu' avcrap- 1c>>h

than tliiiNc of thf I'lt'nicntiiry Nkillrd hundicnit'tHtnan; lint it

\H It'HK iiarittwiy H|K'ciali/,<'il. in ihr h<ii><(' that, an «>|H'rativ<', whu

has iiiastcrt'd thr accurate, dchcatc and [inanpt cunlrnl n(

iiiachincry of any kind in one industry, can imw (il'tm |>a!*s,

without ^Tcat loss of I'rticicncy, to the control of similar

iiiachiricry in an iniiiistry of a wholly diH'crcnt kind, and

|Mriiaps working; on ditt'crcnt iiiat<'riai.

'rile Hixt of these tlllee sides of the J^reji. evolution—that

of the im-reased a]i|ili('alion of material resources as ca|iital in

the pi-oduction of thing's for sale—was set. on its way in various

parts of Kuro|)e, wliile Kngiaiiil still ln,i,'^'ed hehinil. Hut <ailv

in the eighteenth century siie ran up to the best ni(«lels of the

time; she pa.ssed them(|uickly in that pro(hiction hy |'.owtrtiil

machiniTV, which was another staj,'e of the j(reut evolution ; and

meanwhile M('rfni\tilism was dedinitii^ lart^ely under the in-

fhieiices of Dutch, French, and Knglish writers (Chapter III ami

A|)pendices h. (
", |)). Ah the ;it;e of steam came on, she threw

of!' nearly all nniaininj,' shackles and becime the iicknowledged

leader of the world in massivi.' industries. Liter on she obtained

a further a<lvantage through her ]>olit-y of free trade ; and

through the troubles which befell her cnut .' -.IS, Anie.na anil

(leriiiany, in the third quarter of last century. But by that

time she hail become over-contideiit ; and every class and

condition of her jieople expected to lie able to earn and to

siieiid much more thati those in similar conditions in other

old countries, wi 'e yet taking their work rather easilv. Hut

a reaction set in, they Icsirnt that they must meet strong rivals,

especially ill (u'rinany and America, on eijiial terms: tliat in

order to continue t(j lead they must leirn as well ;is teach,

and work as hard na the most strenuous of their ri\als. This

movement was interrnjited by the World-war; but the issue of

the war has been found to depend, even more than had been

.mticipiited, on the abundance of mechanical appliances; and
jl .•I'li.i 1 I 111 .,
I fir liiiiVi nuni is iiKi^sy i** no <iccoii r.itt-Mi nit tiif baiiiiiet* b\ tin*

wiir (Chapters iv, V and Appendix E).
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12 IXTKODUCTOKV ORSERVATIONS

• i

I, I, 1. lie iriiiy pret'iT broad statenu'rits, the grounds tor which he mav
leave to be judged by others. Business men are those from

whose guidance economic students have profited most in r(>cent

years, and may hope to profit increasingly in the future

:

and efforts have been made, by Srction-headings and otherwise,

to f.cilitati' aj)propriate selection.

There is however one group of appendices which was not

delibi'rately planned ; and for the k'ugth of which apology

must be made. Present policies of international trade have

developed from roots in the later Middle Ages in course"

sufficiently regular to offer occasion for drawing inferences

from past history in relation to present conchict : and there-

fore considerable space was given in Book I to the rise

and decay of Mercantile policy and some kindred matters.

But it has been found imp)ssible to bring out the second

Volume, containing a study of international trade, at the same

time as the first ; and these matters have little relevance to

the subjects now in hand. After some hesitation, it has been

decided to retain them in proximity with the observations

on concurrent changes in industrial techni(iue and structure

:

but to relegate them to the end of the Volume, in .spite of the

great addition which they make to appendices already rather

long.

li I

r i

I ;

I i
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SOME fJENEH. ''. uKLATION:-; BETWEEN
INDUSTRY Al>;. TRADE

1. The trade of a place is likehi in he increased hij an i, n, i.

advance of her stronger industries, hut to he lessened by an

advance of her n-eaker industries.

Thf prcsLTit chiipU-r is in soim- rtvsjKcts mure cloM'ly

iikiii to the studies of international trade, which will come

later, than to the present Book. But there will be some

advantage in having a lew broad results at hand immediately;

lur they bear in various ways on the subjicts of this Book ;
and,

though less closely, on those of Books II and III.

The only full statistics of trade are tlmse which are collected

by customs house officials at the fn>ntiers of countries; and

therefore imports and exports always suggest the notion of

goods ptussing between different covintrit's. But the elementary

[driciples, with which we are concerned in this ciiapter, have no

reference to nationality : they are almost as applicable to the

trad'' between two neighbouring jiarts of the sjime coui.try

as they are to internalioiial tradi'. Therefore the illustra-

tions will be genei-ally taken from that particular kmd

of trade, the statistics of which are accessible and familiar:

but the argument will be understotid to apply also in a great

measure to the external trade of any province or county,

i

such as Normandy or Lancashire, or of any industrial city,

I

such as Leeds or Chemnitz. If the local spirit of any place

[ran high; if th.ise born in it weuhl much rather stay there

I

than migrate to another place: if most of the capital employed

I
in the industries of the place weri' accumidated irom those

industrirS, and >f Tierirlv nV, Hv ;nc<--!!r e!i!!i\-e!!

l!!-»|

^;*-

:i ne:tri
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1,11,1. {iirivfd froiii its own nsmiiros: -if all th oiiditioiis wen-

sjitisticd, then the pfopir »( sticii .i place would bo a nation

within a nation in a (lc<,'iio sutticicnt to rcnilci' propositions,

which relate to international trade, applicabli^ to their (M-hc

from an abstract ])oint of view; tliouirli in the absence of any

statistics o f th. ini|)orts and expoi >f the place, they won 1(1

to soini' •xti'iit still lack realitv. This observation of course

does not a|)i)ly to a residentiary town such as Hournemouth, or

Newport in Rhode Island.

Industrial leadershi]) has jjjenerally been accompanied l)y a

lartje foreiL,ni tr.ide: and, partly for that reason, there is a wide-

fairly

dly

spread notion that the volume i .f h foreitrn trade is a

d 11iieasiire (It a country s prosperity. Let us iiupiire broai

how much truth theri ill this notion.

Ml h of the mvsterv which haiiirs about the trade of a

nation may lie uispelli

between two nations is

d bv the reflection that the trade

tht iggrej^att )f the trade between

theii ndividual niembei-s, (the conimercial transactions of

Governments being left out of account): and that therefore it

is likely to present m.iny

in a disguised form.

)f the same featui-es as theirs, though

It ibvious that the tr ide of an individual is not a

v good measure ot 'us prosperity. u..less he a merehant

or shopkeeper: th.it- 1.^, unless he havi' adopteil trade as his

industrv. I'he volume of the trade of a merchant is no doubt

a priinii r'licie. though not conclusive, proof of his business

etticiency and prosperity. But if a 1 n.ui s mam bi isiness is to

produce, the test is most untrustworthy: because a little energy

given to some branches of production leads ^o arger tradt

than much energy given to otheix.

Take, for iiist; nice a woollen manutactiirer, who hius been in

the habit of spinning his own yarn. Su}){)ose him force(i to

give up his factory, his land being perha})s needed for a new

railway. When building on a fresh site, he decides to buy

his yarn, and to erect weaving sheds twice as large as hia old

ones. Henceforwanl he uses about the same capital, and buys

about the .same amount of coal and labour as before: but

his outlay on yarn for his large weaving shed is much greater

than his outlay on wool for the small one used to be; and his
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i)iit[)iit (if cloth i.H about doiihl'il. His tnuii- is t^ri'iitly itifrcjtsfil. i, i,. i.

Dofs tin- chaii<(i' tcrii-ct iiicnaMfd [irosptrrity ' Is it to his

ci-fdit ':

We cannot sa 'I'hc < aiisi- ot thi: chati((i- of plan may

h ivf b<'cn that his vvt;aviri^ shcils w<ti- more succi'ssful than

thosf of his Competitors: hut it may have hfi-n that his

^pinning 'nills wen- less successful than theirs. Men.- voluine

of trade shows nothiu'^. To find eve-n an appni.ximate aii.swe-r

\vi- must ^o behind the fact„s ^iveri, and asce-rtain their causes.

This is obviously true of private trade, and it is e-ijually true of

national tnule.

For a country like an individual may iiicn-jise her trade as a

roriseijiience iif a decr(-a.s>- in faciliti>;s fir pri><lucin(,' somt-thiri'i(

which she impirts. For instanc-, a bad harv.-st at hoiue i-,

lik'ly to increa.-^.' tlngland's trade. She must im[)ort mon-

'.;rain. ;tnd e-.xjxirt mor'- manufactun-s to jjay for it. On the

othi-r hand h<-r trad.- iiiii,dit b<- h-SM-neij Vjy th'- di.-iCov.-r\- of

hi'^h Lfi'!"''- iron on-s, which would e-nabl-- hi-r to disp-n^'- with

!hosr that >lv iiow imports fn>m SjjJiin ; or a^^ain by an

1 iii.-r;retic di-vi-lopment of (iairv and [loultP.- tanning, which

wiiuM enable hi-r to dispense with much of h>r impKirts from

Denmark. ALrain impnivement^i in h'-r m'-th'HJ.- of huildinc^

motor cars tetid.-d to lessen her trade, until her cars w.-re ii.s

much >ought for ;is those of Franc--, which she- at one time-

imjxirted lari;..-!y: and furthe-r improv.-m'-nt- -»;>'m likelv to

:iiiu'ii!'-nt h'-r exports of th'-m and incr»-as.- h.-r tradt- : at ail

ivi-nts in directions in which the consummat'- ma.-it>-n,' of their

ina.ssiv.- proiluction. recr-ntly acquired by America, is not fj;ira-

lu'iunt. To speak mon- 'gi-ii'-rally :

—
A countn,"'^ t"n-ii,Ti tnid>- i> lik'-iy to b'- incn-a-oil l.y a rapid

advaii'.-'- itl th';>'- <<\ her illilu-trie-s which an- a'reaily ahead "f

>!iii;lar iiidustri''> in othe-r CMiiiitri'-s : b.-cau^'- -uch an adv.inc>-

incri-ase-s h'-r p'wer of exporting at a profit. But h-.-r f)r>-i,,ni

trade is lik>-ly to bv- l'->si-n«-<l. or at all ••vent.s its growth is like-ly

t'l be check«/d. by an advance in thos..- industrj.-s in which she i.s

n-lativ.-ly weak: becau.se -uch an ad\"ance will t-iid t" dimini.sh

hi-r m-ed of iuip>rt.s.

It is, however, true that a general aiivanc- of a country '.->

methixizi and res-jurces ot prxiuction, attecting •-<{ualiy those m

i ,.<

St :!
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!
!i f

1, n, 2. which tihe has bet'ii at a relative advantage and those in which

she has been at a relative disadvantage, will put " ' r affairs

(III a larger scale: and her trade will increase the rtst,

of her art'airs. Further, and this is perhaps ni. ,c inij.ortant,

h<r exporting industries are likely to owe their success over

foreign competitors in a great measure to an unusually high

average of constructive ability and initiative among employers,

and of sustained energy and fidelity of work amongst employees.

These <pialities engender and attract men "f great industrial

strength. And, whi'n a country is growing in strength, a

disprop.rtionately large share of it is likely to belong to

her exjHirting industries, and therefoiv to increase her trade:

industrial leadership is thus reflected in foreign trade.

This rule is however not universal. It sometimes happens

that a sleepy industry is mvaded by a few active and enter-

prising men from outside, or migi-ates from a stagnant district

to one that is progn'ssive : its advance may then oust a large

class of foreign impfirts from the home market ;
with the net

result of lessening the country's foreign trade.

On the whole, and in the absenci' of all knowledge as to the

causes at work, it is reasonable to supjiosc that an iuscertained

increase in a country's foreign trade reflects an increase in her

general prosperity. But we may never assume that a rise or fall

in that trade indicates a jn-o/ivrtiontite increase or diminution in

her prosj)erity : we may not measure her prosperity by her

foreign trade. We must go behind the ri'turns. and judge <'ach

item of imports and exports by itsi'lf On investigation, some

will indicate strength in natural resources ;uid others weakness:

.some will indicate industrial jirogress. ami others will indicate

industrial decadence, not perhaps {H)sitively, but relatively to

other countrie.-.

'2. The iflnrf i/clti that n toirti, a firoriiitr, or a roimtrii

(hriirxfroiK if--< (.rtrnial tntt/c is the cjcrrKs of the roil raliir

tn it <)/ itH iiiijiorf.-' nirr that of tht thiwjK, irhich it roii/t/ harr

proif )«•('</ /or itsi/f h/f th' Jahour auti rapitnl n<rd(<f for

pro(hiciiii/ its cr/iorts atnl irorhimj th4 troth.

As an "r'-lin:irv rule, when anyone vipluntarily exchaiiL^es

one thing for another, he expects the latter to be of greater
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sirvi(< to him than thi- t'ortii<r ; [xrhaps fur his own nsc, I, n. 2.

n.-rhaps for tnulint,' aw .v. His ^Min by th<- rxchiin^c is thf

iunt'rior van If to him of what hi ivi-s over what h<' ^i^i"

i|). If he inadc the first thing hiiiivlf and wii! use the Hcf;on(l

himself this j^ain may he stat-ij a

ill vi'l<

th I- t-XOI-SS ( :f th ( service

which thf sfcontl thinj,' w

It oiot hiiri to mak<- the first

I liim. o\(r fhi' crt'ort wliieh

I hich IS sometimes near ly

thint,'— over the >erviee> which hi'' eonld ha\e got \>the s

malting for himx'lf orh-'i- tilings with an i-xp' iltllP' of effort

and resources ei

What IS t

iiai to tliat nie<|i(i tor making th'- hrs> .

rue of tiadr h'.-tw>.-n indi\idiial-> i,^ trm- o

tradi' Victweiii lown-. or pro\Jn'-<s. or countri

-'idom any statistics showing 'li>- import.-, an'l e\f,

localitv, which i-- not oither a i-omitry. or an ivjlat'-d province

lit there an-

I exports of aii\

hrl ontrinif to acoiintrv; aiio i r will „ ip.--t f,i »[,.',

1

kh. re oriu'

'iintrie Th.

hiT forei^Ti tra

pniiKi pirifi ifam. w hich

lie. Con>lsr~ 111 tn«- e.\ee-~

I c-oilIltr\' <|.TIV

of th'-

-. fr.

th mil:- w hich she import" ivi-r rh.

Hill'- t') tl

to her of

r et

The

"hiiiLr^ which she eoiild have mnde f.r herself in riieir plaee;

-.''. with the amount- of capita

he tiling . which -he e\]), irt.-i

-tWoikint; the trade being of ciir-e \

I and laVr.'ir devof.-d to
[,

1 in e\charic'e for theu; (

iroii'ieiri''

th.

ei-kotlefl 111 1.

iiit oui- -tati-rics fie IC an t. atf'ifd ,1 fiil-eet Illeari,

-timaring this eve •>-. And cri-i-cee-iiflv ir ]> ne,--. ~s.ir\' t"

them indirecrlv on a iiian, ^vhieh -n'^'^'':.-;-

i> not srricrK- con- lelT I' .-r\e- tair.N' w.

d.-Hn:T.

11 f.i

piirji On this piplan. It 1- tarirh- a-s.ui That Me

nntrv w.miM m.ike fir ic-r-lt rli"-e rhing- whieh -\\'- imj)''!

:- -her.aild not ^'er ttiein b\- ri-ail iiid ace irdiiii,'!'. iier „M!n-

m her traue are taKen to li.- the ixe.-^> , f th. <'o>r to which

d be put it she made h' rt- h.-rs,-lf ..-r Ui.-i'

n liu: h >hf itfe IS put tjy m.-ikii -r rhintr- aii'l exportm-j rrc-ni mrh.

1 %

M. 1.

f »
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I, II, :i. cxchiuigo fur her inipuits. This icsiilt is of course very tin' troiii

the truth ill rcLjanl to such tliiiii,'s ;is liritiiin's imports <>t

tropical tooils: tm' she could not proilucc iiiiy ;,'rciil i|MiU<titri<'s

ot these hersoW; and she would for the greater part j^o without

iheiu, if she could not iuiport them. If her imports of French

and other woolh'iis were arrested, she would indeed make uji

the greater jiart of the deticieiicy l>y her own products, which

would he pushed into uses tin whicii imported products are now

picfeiied ; her exporting; industries heiiij^ of course subject to

an eipiivah'tit cheik. i'>ut if her imi>orts of wheat and otiier

staple grains weii' arrested, she woidd he forceil to make up the

detieieiicy by her own production, t'ven though that would

i-eipiire poor crops to be wrung by great labour from unsuitable

.soils, and climates.

This is howevi^r only the prima f'ticie gain : her trade exerts

many other intiuences on her well-being, .some good, ;ind some

evil. It may, for instance, educate her finer industries an<l

those which make most for le.idership : or it may tend to stifle

them. It mav increase or diminish the steadiness ot em-

ployment of her working classes; and so on. And then' are

other issues, to be reckoned with later on. Account will need

to be taken, for instance, of ex]toits vhich she sends out

when lending capital to i>ther countries, and for which she

receives no corres))onding imports at the time. Again allowance

will need to be made for the influences of ditferent kinds

ol trade Ml stimiilaling industrial energy, in ministering to the

w.iiits of the needier classes of the jiopulation and in affecting

the amount and sicuiity ot their emi)loymenr.

;i.
< 'oinitrlts, ir/iDXf irfrn,ifii;/t'» iin ilislrifniffif in nn-

I'ljiKi/ /iro/iorfloiiK fiifirrai tl[l}*riiil iiii'iisfiicx, iiiiij/ ;/< itrra/l;/

finri/ on a tntde /trojifablr to hotli, crcii tliomjli oih- of theui

in ahsofnfe/t/ llo ^froinjir <tll roiiiid.

Trade between t.wo individuals is t!ie result of -.•elativc-

ilith^'rences in the ease with which th.'V eaii make ditl'eront

things. One man may conceivably be able to dcj e\erything

easi.-' than the other: but if he has a gn^at advantage in doing

ini;-- d--. hc!! m
it mav jirobably be worth his while to givt all his energy t<
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rlvi-.- rhit I'-r^ l!l iVtlK h h<- li;i-> ;i //?/"<('•»» .'nlvMnt.-'it/i-; ;in'i t'

I van •;!.;•i-r.iiM- (I'liri;^ rho'**' f'lrv.hi'-h K'- ii at ,i rrUtiw- i|i->.i

F"r install!-'- i Im-iin'-..- !n;iri i:'iu!<l .itr.-ti il'> I'if wurk '>t

--i.^r.ait, <ii lis t' ['•tliatl, "I 'ill' 4 hi- '.•.' .1 Kii.i-n h.-'

ni'd' '^f ilv *hari It I- >l'/fh- 1)V rii iiMii '.vri'jdi If tia'. - r.i M ) r

'.II- il'- Wr.il !.i li«- t.cli-fi '•> 'I'. 1* tiiiiivir, if rh.if iriv.ii-,'-'i,

J.abi \ vV'jiiii! rri'' ri''::rh. 'h.-r '.vwrk ',i

A.'ai... a I iii-iil''al than inaV [c"

la* ,- [)--i'-ii|ian'.' II!

-.•r'-ri_'n: .ifi'l lii'.r

hMrt!fu|-!il-!ir- than th>: .MI'I' ti-T -vhiirn h'- hlF' -

rii>- '^aiil''ii'f 1 Work t)'-'t'-r arik h. i\ '.vrh

•n-r : an i. It th-- S'i-v<i' -r i;'iii ti ri'.'. 'ibr; in I' oTr-rwi-.

laav -.V'-il -j)'.-ni 1 ,., >iav Aa''- '<ri ill' <\\i:iil .iiiv.'''-. /i:--!i in a f>-

n.i: A'hl-''": r -'Ml'-- hllli If' ill rii:if. tiaiti ifj'

th'i'i/h .' i;"-r,- littl'- In r.h>.- ph^•-.^iarl. Ii; uffi '-.t-'

!aall

^'l h-

- W'it'k i'r .'•hl'-h h'; hri- a dirt'-r-:

i\ il.- a" an ah-'hr- <li.-a'i'.anra_'>;.

AkT't:!' "h>- .'An>-r'jt i;"i'i -v.-^ iati'i n.ay hah:'

Vv'if \^'h"-- lan'l K.i- a, s<jiir.h'-n. :.[
t^' n:- ii-.-;jn

<!rau.

:ii in'i'--!i uvV': lari.r'i! .r.'i

j-.-ur- .ir.'

a NlarV-r >i: '.- I:.aV na .

a 'r'-a' '7'ĥ<^,l.ifr .|>ait-.

;'>r wii-i.

ru- a;j~.,'.'r :-ai!va,n"a::»- ir:

a' i i:. .il .

:^hb.

a r^'.ltir- a'h ri .; a -,

T-

}>.-

ii-.n I

Trii
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I,

5 i

I, II, :i. I'lidowcd with iiittiinil roMoiircfH, or tlu- fiiuiilty lor iiic liiMtrii

nr^iUii/iitifiii, must act lik<' »uv «>t' the lff<.s iortiiiiiitc individuals

just (Ifscrilicd. It must turn to the licsti aocitunt thosi' icsDurccs

and fai'ulljt's, which arc less markedly interior than olhcrs to

similar resources anil Catidties in the jMissession of its nei^ddmurs.

Its fortune will remain infeiior to theirs: hut it will not h ;

Ijehind t hem as much as it would, d' it were compelled to jirovide

for itself those thiiiLjs. for tlu' jiroduction of which its relative

aiivantaj^es were \cry low.

Hut the case of trade helwcen two districts of a modern

wcsiein country is ditVennt. For if the industries of one ol

! hem were so much richer 1 lian t he other in nat ural and ac(|inred

resouices ,111(1 in orijani/in^ faculty, that a man of i,d\('n natiwal

ahility and energy coidd earn nearly the fidl w.ij^es of the more

fortunate distiict shoi-tly aftei- nnj^iatiiii,' into it ; then mij^ration

woidd have .set in Ion;,' ago so strongly as to change the local i(»n

of those industries which iei|iiired high faculties. 'The backward

district might, contiinie with low wages; hut that would he

)ecause its .social conditions and ireuerail inti uences were not

adapted to hring out the hest I'uergies ot' its iidialiitant.' aiM

ihlv, 1because il hail heconie rt of sink, towards which

to

people will) could not obtain employment in the more energetic

ami enterprising district gravitated. After a lime however it

might awake from its torpor, assimilate the piocesses and the

energ)' of the mole aihaiiced (list lut and thus earn eipial wages

Willi il. ( 'apital would follow the effective dciiiand for it from

one district to another verv rapidly.

Trade between such districts showb little to correspond either

tiade resulting from tlie tiiculties of the liusiiiess man or the

medical man, which are tixid in the individual and not capable

of being transferred to his foreman or gardener: or again to

iiroperties of the rich warm land that are fixed in it. Inter-

n.uional trade on the other hand shows much to correspond with

them : for the migration of labour iirid capital from one country

lo another, is still slow, though not so slow as it was formerly.

No doubt lethargy and other obstacles prevent the inhabitants

of some backward districts even of western countries from

•at mi? to niejirhb gdi-tric'-. where th< ioon learn

to turn their latent stretigth te good account: while, on the
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,,th'-r h;in<l. ;il-rr [K-opl.- rf.i;,'Pit,.- tn.rii '.n- '-nnulry t,, .ih.,r,h.-r r
.

i

_f'l,l,_r.--, l-i Hl'.'jlV'll

Thi^ "ht- '.f '•..riM'l.r.iri'.iii m!! fi.-.-'l '•- b. |,.ir-M-'l t'ir-r,.r

in <'.,rin-''r,iMi, wirh -h- pp.l.l'ii,- '4 irit.-i riaM',ri.ti '.r.*'l- 1'-.'

},..t".,r'- i-a^MF.:.' ..''.tv trun. -h- „'.(i.-rJ [,ri.,':.[-i- '.'hi'h ,-

;„,lirar.M 111 rhi- -''!. ,r, -h-r- rn,iy \>- -,'ir ...i ..mU:.'- .i.

j„,ir,rin.' r,, a t--.^ rn-r- r.-M>- whi< h Hm-.. tr,-:. ir ..n'l f,.i-

ii,Hm>-ii'-'-'I th.- .•...i.r,.,n.,t naM'.rwt! ;i,(lM-'rv^.[i'i 'r;...!- 'hr'^i]/.'.-

,,.;t -h- '".'rkl a ."••"! 'i'--'l fii-p- 'har. imtrl-.' -•'i:. f,r'<N.i>;i.-
<

,il,nru'!.-,.u.'! .M'h ^--^ji-.i! : rn^-n -h'-r- ^--'i.'i \^- u rr-,.^:- \^-'^-:.
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h--:ivv .1 •-u-f; -'i I, rvi ;':• -i j-Mf-T
TJi'-ln. I'. 'A"-:'i ''•• '•'1'':'- H."

1,.. •.. j,r.vi!ir>- .1 bil" '•^ ':i''"r. "r -' P''-""
'' ^"''-^^''y- -^^

ir; .J," counfrv t- in th-- 'I'h-r: .ir.'l -i r:i"ff;r..ir.- -a ..; ^:::

i,i,rnir.i f'l!' h;- (•^im-^ :t h- t-.k •':.- j^.-^\- ' -t;- ••. .r.Tv ••. -•

rh-!:i n. >-\rh:i.u^-- r''.r v. ,.;<!- o!' T.- .•r.--r. Br ;r. : t'-' -.

ir.'i-:-rry ;- vA'. : '[^^i><..\'a— -'I--- •-'-- • - '"_ "'''"''

Hrr.un ^tivi i ;-rTi..tr:y ir- '-n n-.ir:v -h- -^u,-- .•. :r. .r.'J .-'r:<

.-.ip^fity ir-;ri-:r;i..y : -m'] >-.tch > '-w "' ^^ y '''• 'f--- '^"-

'•t
'' ' .[i/.ri!''';t";' 'Ti. ^v:^i'

•
.

•"•" ;ri'--r':h in^--

H;- ;: 'h- r^;h--r '•

T,-- -.-r -:;; '•'•;-?

i.iit ^1- \ii':'-'r: aj-iin

• .. --. :• <- ''iM '"

:
' i::ri m.'.- -^ :.•: ;:,;•'•; r, i-- r>-::i

•\ 'H "h • !:•'" ' ' !' 'i T'l'- :.;:.•". r*. 'I .'.-

'r.-T .': "r.- :•.:. .i;:.:ri^ :.

r--
1" 1 :.r ri" " ' '

. . .u

Mr ':'---n .i r.--.tvv •:.- •! "r-i;.-p< r".

n.-l -'I'a i'>": n^-A B-.- ---n '-r- ;- :- ••'• '?: -.in;.-
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I. II, :!. til insist that the lirst ttiisincss i s Milt llrcrsN.llilv I lllll wl licll

1)11 nj,'s ill the lii^'lusl prnfits iiimiciliatcly: lin- utlu r Im SIIIISS lll,l\

'» «!'iiii.i,' I'' III strrii^'ll'cii the liasis mi wliicli all rests, 'I'liiis

tlu' la<l wliii cairirs parcrls uftiii rains liitrlu r wa^'is than !ii'

would wliilr Iraiiiiii^'aslvillrd irailc: Imi in the liiii>,' run it wmild
liav.' paid him licttrr tu rain hss at tiisi. SimilaiU, a i-uuiili\

uiav rit,'litly ask whtlln r liir lniti^n trad.' is such as to |ii'oiuoir

till' cdui-atioii of li.i- indiistiiis. Tin. answer varies eiirioiisK

with (ircuinstanees. For i-stance, w hen .lapan first welcomed
toreit^'ii traders, she sent to hn^land tine metal w,.rk, which could

liave lieell pl'ndllced there with less etl'olt tli.lll ill .lapail : tor

some parts, thoiii,di not .all, could have heeii made liv ma.'iiiiierv.

In return she imported thiiii^s made wholly In maclunerv v>ith

I i|uickiieNs and acciir.icy which were Iteyoiid the couiiietilion of

'land Work. .I.ipaii was at an .ihsoluti' dis,id\aiila!,'e in Imth

kinds of production, lint she was at a ^rieater dis.idvan'.ii'i-

where mai'hiiiery could do .dl the work, than where it ccudd
do only a p.irt. And some would ha\e said let hi-r i,i\

he.ixily imjiorts ot western m.inutactiirers, >o tli.il her pe. ,•,],

may leani western niethod.s. \\n\ (partly under the iiitltieiice

of treaty ohlitrjitions) .lap.iti on I ho whole welcomed toivien

manutactuivs, meanwhile studyiiiL,'- western methods; .and .,he

iiow uses iiiachiiiery freely where it i.s .appropriate. Tims
hoth alisoliite and rel.itive nation.d dis.idv.int.i^s are iniickiv

altered in this era of rapid ch.iiii,'e. And indeeii each part of
eveiy country's ti-.-ide is coiiiino- iiicreasinnly under the intliieiice

of causes, which ati'ect in the Hrst instance countries other ili.in

those with which that trade is carried on: the international

eleiiieiit is heconiini,' increasinijly promiiieiit in tl.e historv of
all trade.

For instance, when any chaiii,',. in England's tnide witli

Italy occurs, the Eiiulishman is likely to have already in his

mind the chanties in Enj^dish conditions which hear on it. And
therefnie. hetlire f.rinintr any opinion on the chaiijje, hi' should
niak.' s< line .study of recent events in Italy: he should look for

changes in the relative etiiciency of different Italian industries;
and again for changes in Italian demand for the jiroducts of
other cn:i:if nc:-; wh.-rhr.T' . A' w..,.] i *. ,. _ _wnctner of >ucii a

directly with English products or not. And

laiiire as to corn])eti

specially he
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.liuiilil tiik.' iirccimt, of any cli.ui),"- i" 'li'' '"^''' "• inm-.|».it I, ii, 4.

iHtwrrii Italy iin.i uth.r <ntiiilri.'s iin.l aiNO in tli.- .|.v.|..iiiii.iil

,,r Italy H inl'iiial ttattic; tor mh-Ii ••liaiiU's "I!' '" li'i^'' -' Kn;it. r

, tV.it uii KiiKli'i'-l'^ t''"l'' ''''" "'1"'^. ^^'"'•'' *'" '' """'' '•'^^" '

piaiT in th.- niiti.l ut tli.' Kri^,'li'-hni.iii.

In all .Tonoini.- hi-.t..ry, aii.i .-.i»Miaily in n r.i,t ..•oiiuimi.-

(ustorv, an.l ni^st, of all m thr n-.'-nt hiM..iy ot tra-i-, th.

.Mt.rnational puml ut virw ,s . .>. i.tial. It ih ,:i^y u, n-ni.ml.. .

,i,al i.ii.-^ (.wn .-uiiti-y IS rvrr <^f;,w^ and .-han;,'!!!^' hiit

I, ^,, iiin.vs iv,,mns .tloi' t" consi.lrr h,,ss nianv "t tin-

,.|,anKrs n.ar a! liaii.l ar-
i

itiv -In- tc ihr .xpaiiM-n '.t lit.

!,ir away.

\. A xnuill <(»ii,ti->i o/tni Inix n if/'ifinh/ /nn/r/oni;/.'

lm<h : fin- mIo rail xihlnm ^Hjiii/.f ,i<nrl;f nil h>i- on;,

,nuih,tA r<V,ir>lM nur ninh rinlx n,i,l ollu r t/ilii'j'*: ""'I li"'

n;.„!i>r ;.>'<,< »'<nllII
Ion;/ niothuhf to h. , popHlnt;,,,, ,„„l

Imhtsfrif. liiil "oiiir r,inM'.< f< ml in th ojt/to.'o'l, ,i;,irtio„.

Wlirn th.' r..n'ii,'n tra.j.-^ ..t tw.. <'.innf fi.> of uri.-'|ual .;/.

,,r.' .•.miliar..], with th.' \mT\>"-- "{ tin.iin'^' a r..ii;,'h aMin- .,t

:h,.ir r.'laiiv.' ..•..ii..ini.- aftivin..s it i- ..bM..ii~ that a.'.'..un'

.niiM Im' tak.-n ..f th.-ir n-lativ- i..,|,iilati..n :
th- u'r-^it .-xc-s^

,,f th.- tra.l- ..f ("hiiia -.v.-r that ..f N.-w Z.-alan-l 'l...- H'.t

MiK<r.-M any hu-k c.f .ii-T-y ..n th.- j.ait ..t th.- i^lan.l.-r-^.

Hut"" if. av.'.i.lmu this .lan'^.-r ..ii.- L-.^mpan-s th.- airi..uiit ..t

ni.l.- {..-r h.-a.l ..f th.- jvimlati-.ti ..f Iw., .M.iintn.-s ..f v-rv

,,n,-.,ual M/.-, on.- fills int.. an aln...-i -'{n-d >-rvv in 'h--

,,,,,M,-it.- .lir.-<-ti..n. Thi> .iaii'.'.T i> m-f >ul.tl..- 'han th- tii-: :

an.i th.-r.- i- II" Minph- rul.- whi-h will '^.iir.l a^Min< n.

Hut It will h.- f..iiiul that if tlu- p.,i)u!ati..ns ,,f tw.. .-..intii.-s

an- .-.luallv vig,.i-..us aixl al.-rt, an.l .-.lually w.-l! -.upi.li.-l wnii

..-apital; th-n th.- tfa.i- \»v h.;a.! will cr"'"''-^'lly ^"- '";

iarK'T 111 th.- sin.-ill.-r .^.untry: f..r. m all pp.hahility, .>h.- will

have k-ss v.-iri.-.l ri-s..uix-.-^ ; and, partly a> a (;on.s.-.|i|.-n.-.-, h- ;

•;n.lu-ti-it> will b.- k-.^s oapal.h- ..f -upi-lying h-r v.in.,u^ ii.-.l>.

Ana.l.iiti..nal n-a.-.n is that sh.- is lik.-ly t.. hav,- .-.-lanv.-ly L.iiu

tn.iitic-i-b, a.ljac.-nt t.. th.)s.- ..f .)th.-r .-.lUiitn..-.. A c.,mpr.-h.-n~i..n

e .k,,.... f.,,.t< i^ <,, i.,u«irrant as an aid t.. rea.lini; bt-tu. -n th.-

lin.-s .it a sk.-tch ...f th.- .-v.iliui.in .>f nati.joal trad.- and industry.

f '
t
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'"••• "-•"- m.y 1... an a.h:u.t..>,.. ,„ |,...U„,; ., , ^,„„ ,.,„.,.
.llMs.rUM.n, „. ,h.. ...a .„ wl„H, „ u,„k. ..,.,

A ..la,... .In,.h |.n..|,.,.... I,,., ,., ,„„,,. ., „......,.,„,,
"'''",;"""''^"'>- ^""...'I n,a,k..,.s. T„,ak..an,.U,v ..as.".

-' lair.'.
^1 w-M up ,„ M.I.H,^. „a.l..s a«ay M,.arU .1... wh..|.. „r ,.,

!"'";"" ""' "" ""'^'''' "^' 'a-MMM,. nlla.;.H „.,.„|.. awav 1.^

"""•^'"7'^ 7'^ "-"^-"l,.sMn|,l..n,ann.a..un.. u.lll...
'''''•''•'> ^••''•-'^''•''^'^ '"'' i^-xt..nul,.,,.|.,,, 111... I..,.,,,

"""•I' I. -than (h,tt ul (|,.fis|nni.v,llaj,^..

Y-'".
n..|. n.n,..s „,• ,,n...„.ns n.,.talH an.l >r„n..s I.U.. I...,.n

.. n< in an, ,hs,n,.,..|,,.,„ ,,,,.,,,..,, „,,,„„.,,, ^^^^,,

:' " \';""";""' '"';"-•"- to an n.,hMnal,.„,.nlan,.n
<'.Ms..,,„.n,ly n..lnM,.y ,„ ,|„.s.. .|,s,n..,s has h, ..n h„^hlv
s|-..alu..,l. ,h,.y ..x,.„.t ,.,a,..,..ally .1,.. wh,.|,. ,„.,,,,, Th..;

1-Mi......a,,,i,n,p,,,t,,ra...i,.allyrh..wh,,i,.,,,uha,
,h,.v..,,nsun..

.Yan.,..a,.hs,a,....r,h..A n-anCn, ,s, nn,,..., h„n:
.•N.wh,.n. n.anv ,h,n,.s, uh„.h ,1... rn.t..,| ,S,at,.s as a wh„|,.

•'''••a,..n..a,.....„.,„aI„.a.l,.,„.,a..hS,a,...,h,.
,„ralu„, ,1

•; ".any ,,n„.s as .nat a. ,h.. „.,al „f ,1... ,;,,.,,.„,,„,,.,„ ,,„,
•;-'^.-.s.

i.-.an.,sn.a„„.„hKn„an,ian„S,.:Han.M::s
aY;'>-"^-at.rtl,anh,.,.„.a.|..u„h,h,.

..,.s, ..r,h,.w,„.M

tlK.u.t..... l,.ss than thac.fCvai Untain'

.ti.!;:rJi;;r::::':!;;j::;;:::;;;.;'v^-'™''"---^

l.r:.l t.'H.le tuii.ui bv !<ea tli.-mrl, .. „, , . t ,

'
""^' "' '"'^ "'"^•'' f^'-'n ,>t iwt

>-!-- --.-u„u...,^:;:i!:;:;,::^ ::-^-;;-
'•-> - "-. .. ....

ofp..manti..s ,„.vent tl,..,„ fn„„ havinrti.: h: "^ r'r'''"'" ".':"?"^ ""'

....... i....,,a- .ocai ruther tl.;.n lorci-n traj.-.
""•''
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,\l(:im. wtli tl tl.ltlir^ll .lll'i llllltiri.il r.ii|,i ~ wi ri' < •itnllUIIII'^' \n I 1 I

.'iw- till- \\'-«l Irnlii > n>aily ,i iii'iiiii|><iK "t tin xliiitMiii .,t

-•'ii,Mi. -^MiiK' 111 ill. Ml- i-ij.itiil-' iiii|i'ii ii il ii.,t ..nl\ ill! iliiir 'i'.iliiti^'

ill'l 111 In I III unit. IctlH'-^, liUt .lUn IMMlK .ill ill' II" |.ni<l. Oil ill''

.itli'i li.iiiil iliili.i li;ii| .ii ill"' tiiii' liMl litti' I'll' i;^'ii liuli- III

-|iiii' III liir VH--I |)'i[)iil;tt Kin. iiiii III'- liii^li '. ili|. aIii'Ii KnI'.|h

ji|;|iii| Upi'li liiHllS 'it llir |il'i(|i|il - F'll ll'' li.ni ll'tl' Ii' 'I III

lvirii[ii-;in |)|im|iii-i- -Iii-iliiM lii-r-^'it -ii|)()I\ inn^t nt i lii t iiiri^'.^

vilili'll -hi' '{(•^Iti-ii tiitl.ivi'. ;il|i| Iviriip' nil- 1-1. Ill'l In' ! h' II ^i f

nil ^, III ii|ii|-i' lliaii .1 hallnw llilr^'i- "I Mr- l.il_"- ili'l ii' li l.Ui'j.

I M|i,i.i|i|i.|itlv vsdili- ill'- I'll'-r^li tla'l' 'it ill'' W. -I [h'lii.- Wa-.

I'll ,1 Ml I t Ml'' lar't,''->t III tip- ii.i.tl'1 till' "t 'll'- wl|.i|.

' 'ilil lll'-nl "t I li'ila ii-iii.iili' il >lii ill.

.\i,'.iiii, ^11 I'lii-^' 11^ Kii;;liiiiil - • ^ifiit- -it ilnili .'.'ll' III. nil-

'lil"ll\- 'll ll'T 'iwii \Wi'il all'l 'itli'l h'lli.i- In nl' liii'iLu '-a'-fi

',-.i~, Ill'l |i'iiiiiil- u'.r'ii 'it ill' III '-.iiri''l 111 nil. .1 r '|.,.i-.iiii|

[i.'MIkI'^ umtli 'it ill' ^1 i-,ii-i'^ .,1 li.'i '.All ''.i|i.'ii aii'l lalc'iii

I'Ul li'iU that 111 I 1 I'ltli I- |.il;;i i'l lu.i'i' '( i!n|)'.l'' 'I lii.if '-ri.ii 'ha'

- II" hill^'l- lIli' i-a-
. I'"i|l-Ill'-I h'-I ll,-||H,rt-- "t la'.i. -A""!, i-l'-. -ll.

I'-i k'ili<'<l a~ ]i;irt "f h' i t-ii' i'_'ii tr nl'- tli.-i'tiiti ih'- iii'-i' .i~'- in

:i'-r tiit't-li,'!! fra<l'- <lu'- t'l h' r '\j('iit-',t <-l')lii .tjip' ar-- /r'-a'i :

•hail ir is,

Siiiiilarlv thi' I'l ri-iit jT'iwth .it < ;•'! iiiaii\ - t..r'-i_'ri 'r.-iih-

h-i^ lii-i-n jwiltlv ilili- 111 rji. ta'-f 'ha' Ir r [i'i|i'llati.,ii .vhi'-h ;-

'ii-i' r th.ui rh.-it "f thi- rnurrrv' .iii'l !- Lrr-i'"- ifi_' tii'irh t.i-''-r, i-

''-.'ihiiiliL; t'l >\i.rk ii|) i!ii|Kiit''i la-.^ 'i.it' !;a! '.ii a _'r.-a' -'•.-il-

•"I liiiiiif ciiri-iiiiiptiiiti .in<i t'.r '-sii-ii't. An .I'l'h'i'.n li r.-a-'ih i-

'h.if railways fia\<- yi\'-n h'-r _'ri-ar u-^y tarihtii-- t"r tr.-uh- -Aith

'hi' -.-vi-n i-iiuntri'--, whi.s.- trmi'ii-r- inari-ii ns I'h Ir-r- 'Ihi-- hnii_'-

II- t'l i'iins;iii-i- till- tW" ^i-"liii-rri'-al tai.-r-. th.i' a -iii all i''iiintr\

!i,is a lai'ifi-i- triintii-r m [<iii]iiir'i"ii t-i h'-r .iri-a than -i lai^'. r

1 •lli'r\ lit' fill- -alii'- -llap' .Ill'l 'hi; thi' .iV' I i_'i' ili-'alir-'- "t hi r

|....|)li- tV'iih the ii'-ai'-st t'"ri-:_'ii inark'-'- :s lik' !y 'n Im' 1— .

Ii.*' aiiH- ..{' -LiiiiiAr fij irt- ii..'..''--.i!;lv -tLii.'i t> -.• n .;. r iii '.:;»

! t"i. rti'in ijf tlif -.jUiiri - "f ti;.-ir -••,. n'. '.ii;.'.ir 'r:i.-r.-i i.-. Ti. -. i: .'i o . ;i.tri'

'.-.'a an art-.i nf t.Ti tlnni- unl -.|iiii.- m,; - im- a fr 'iiti-r :' -rv .'I'an ir' ! rn.:— .

;i.. ri iiMlht-r Luuntiy .,f .-ma!. a -j-hi;- . i.ul n i.unjrt i t.;..- - .,- .^t^- . -.vai iia-.i- a

:'r !.;>r of Lilly six thii;i-an ; Ui;:.-. Ti.- '.:.>i'.'.' n'ir.:r; -.v ,!1 h.i'.-- t-rn tir;ii:- ,
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GENERAL RELATIONS OK IXDISTRV AND TRADE

Tinis Boljriuin has cxccllc'rit. am'ss to all th • world by sea,

and ;i trontier which inarchos with those of Franco, Germany
and Holland. And, thou^'h Switzerland has no access to the
sea, her frontiers inarch with those of four fjreat countries; and
h"r northern, western and southern imlustrial districts have
closer economic relations in some matters with juvrts of
(iennany, Fnince and Italy, respectively, than they have with
one another; even though they are now united by tunnels
through the Alps. These conditions increase their foreign trades.

And yet a large country hiis her own advantages. Her
large area gives greater facilities for the development of those
great industrial districts in which, as we shall see presently,
concentrated .specialization is now carried to its highest extent:
and such districts have generally a better approach to her own
large markets than the industrial districts of a small country
can have to foreign markets, even if their frontiers are nut,

beset by import duties. These broad cau.ses will be found to

be among those which have tended to move industrial leader-
ship from cities and from small to large countries; bravely as
Some small countries are still striving.

Again, industrial leadershij)—that is the jxiwer of doing now
what others will j)resently U- doing, or at all events trying to
do—enables a country to witer for a great varii'ty of wants
which she feels: and which others in like conditions feel, or at
least will f.'cl when tempted by the offer (.f the things that fit

those wants. She offers variety: s].j does not glut the tWreign
markets with things with which they are already well stocked.
She sends those things which have a certain distinction, as
being new in substance or in (piality, or as attaining familiar
.nds by easier and simpler mean.s. Whether her population is

large or small, it is sure to contain a high proportion of rich

people, who can afford to .spetid freely „n imported lu.xuri.s and
choice goods of all kinds. Sh.' is likely to hav g,,,,,! means nf
conmiunication, so that her ...xports .and her imp(,rts alik.' can
easily reach their destination. And lastly; sinci> foreign tnide
sta line, it will probably supply liarbours siiitnhlo for tlic (li,.ai)."st fonn .,f
tnmsport. In so far as it is ,i land line, tli.-re will probably W law openin-s
f.ir foni^-n tra.lc with people close at ban.) ; and with whom tratlic will be ea^'v
familiar niid ohiiip, nnlen^ indeed it is ,-.bstr;ictpd by hi'L tariff.s.



SMALL COl-NTRIES HAVE RELATIVELY LAWiE TRADE 27

itself is an industrj-, her industrial ability is likely to show 1. u, 5.

itself in c-ondncting that trade with energy and efficiency.

5. An invrecm in tlw ilistduro which yooda can he carried

(It a {firen cost, is fiktii/ to increxm the trade in those yootls

in a iireater ratio. Spheres of iiifueme of dijf'ercnt centres of

trade.

We have now seen how the uneii\ial distribution of (dittV--

rential) advantages in different places tends to cause track-

to grow up betwnn liieni. But of coui-se the merchant has

difficulties to overc. lie, risks to run and expenses to \m\\ : and

it, will not be worth his whih^ to push the trade unless the

differences in value of the things, which he buys and sells in

the two ])laces, give a sufficient margin to remunerate hitn for

overcoming all these obstacles.

As a rule, the chief obstacle is the cost of trans]>orf. at all

events if we take it broadly so as to include insurance, com-

nussion expenses and locking u]) of cajtital till the returns

are brought home: and this co.st increases, though irregularly,

with the distance. But the area of a circle varies as tlie

sipiare of its nidius. ThiTefore improvements in the mechanism

or tht' organization of transport, which increase the distance

ovi'r which trade in certain gootls can be carried at a given

rxpense, are piiina facie likely to incriMse in the square of

that ratio the area over which the trade can be conducted

profitably. This rule may be called Lardner's Law of Squares

ill transport and trade, fo.' convenience of refiTenci''.

The tiicilities for transport from any place in various

directions frequently difi'er widely in character: and so do the

marki'ts to be reached. Thus the cheaji sea routes at the

lonnnand of a maritime port may lose much of their value

if the population along the neighbouring roasts is sparse, and

inland transport from the coast is difficult: and therefore the

district, over wliich tra<le is ]irotitable, is likely to bi' oi

irregular shape. Nay more, the advantage of ciieai) sea routes

' It wan umuc iironiii cnt lor t)io tii«t tiiiif in L:irdiit'r < ppoch-miikiiii,'

n<uliniij I-AOiiomii. lH.-,0; thou!;li its (.eneral iMiirin^- wa-; ]'roli;ibly re('i.f,'iii;^y(l

earlit-r. Uh geoiiu'triral method is Rrcntly devi'lnv'l i" Mficd W.ber's s;uin,l,<rl

<lrr Indmtiim, Part I, lt"ii', especiaiiy Ihv tliiia ciiaptcr ."iud tbu apuL-ndix.
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1,11,5. riwiy vaiT from oiu' elasis uf iroods to aiiotluT; the cxpcnscH
of livnd tiartic heiiij,' a greater ohstaclo to the nioveineiit of

l)ulky t^oods of low value than of light and fo.stly jjoods.

Rut the ride a{»])lies fairly well to a trading port in close

toiieh with an archipelago or river delta studded with rich

markets. Such a ])ort is ind(HMl likely to derive moral ad-
vantages, as well as commercial, from its commanding position.

And, in this .sense it is true, that the law of wpiares has had
much to do with the brilliant careers of Athens, Alexandria,
Hvzantium. Marseilles, and Venice; of the Han.seatie League,
and of Holland'.

Cau.ses that delayed P]ngland's rise to leadershi]) were that
her indii.stries were neither concentrated, nor united hv good
communications; while .she was not specially well placed for

avading herself of the economies indicated in the law of wpiare.s

in external trade. But afterwards transoceanic trattic becanu-
more imp(.rtant than that of inland seas and rivers; and the law
ofs(piares aideil her mon; than it ilid any other country, e.specialh

during the early days of railways. In recent years, on the othJr
hand, large inland countries have been helped by an ever ex-
tending net of railways to reap more beueHt from that law
than she has.

Of eounse laany hindrances to communication are of a
personal rather thaii a mechanical nature: and they are
much under the iiiHueiice of .sentiment, and still act 'more
strongly against international than against donu'Stic trade.
Improved education and extended travel aiv indeed slightly
diminishing tho.se which arise from ditierences of language,
of business usage, of conuuercial law and juri.sdiction, alid^so
on. But national .sentiment is not always moderated by
international intercourse.

It is obvious however that even a great econ-.my of
tran.sport will not enable a place to send its goods into" the
sphere of inriuiMice of an equally .strong rival centre of pro-
•I'letion. For ex.imple, if a district well adai)ted for wheat be
siun.unded by a belt of pasture land, then a fall in th.' cost

' .S>.in,- „f til" aljov,. considoration3 are furtlier Jevelope.l below in con-
nection with ro,-..nt ehauses in the conditions of marketing in various chmee
vi :ar^— ei;u.;. (Mc H, u, .j ; and Ajjpcudix J, b.)
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„f HcndinK out wheat an.l bringinK back cuttk- will <xtc.n.l thr 1, n, .,.

tnule but, h..wcv.T low that cost, the wheat cannot be sent

acroHs the i.a8ture land into other whe-at territory. Similarly

the exp.rt of coal <.r heavy iron k-.-kIs from a great producing

c-ntn- will i-xtend rapidly un.ler the inHuence of low.^red

transport charges, until it approaches the sphen- ot influence

„f a rival centre. Five-thousand-ton barges ..n th(,- Khine, and

increa.sed railway faciliti-s, have sent English coal int.. South

(Jermaiiy and Switzerland: but th<- n.ighbourhoo<l ot the

Westphaiian mines has always been closed to it.

When tw<. centres of trade are competing for any neutral

t.rritory, an improv.n.rnt which lowers .'.pudly the csts ot the

....mmunication of both of them with that territory, will increase-

th.' trade of both in about e.pial ,.roiM,rtions. But if the

improvement b.-nefits one more than the other, the s.cond may

lose trade bv the change. Thus the Panama Canal, which

facilitates trad.- b.-tween EnglMn.i and F.-ru, may y.-t less.-n that

trade: because- it facilitat.;s ev.-n mon- th.- tra.l.- b.twe.-n many

parts of North America and F.ru.

This p.)ints to the g.-neral ..bservati.m that n.-w econ.mues

uf transport b.-tween two places .-x.-rcis.- ihrir/vll influence ..n

tra.l.- b.-tween th.-m. ..nly in so far as th.-y are chfierentad, that

is in exc-ss of n.-w .-.-onomi.-s in comp.-ting tra.les. h.ir

instance, a g.-n.-ral fall in th.- costs of transport induces a

..Huntrv t.> buv many things from abn.a.l which sh.- w.ml.i

utherwis.- hav.- pro.lu.-.-.l for h.rsrlf, or .-Is.- for.-g.HU-. But

it is lik.-lv t<. .liminish th.- a.hantages that h,-r imm.-diate

ueighbours hav.- for s,-lling to h.-r things for the pro<lucti.,n

„f which thev an- not so well .-,,uippe.l as .som.- mor.- rlist.nt

,.„mpetit..rs.
'

It is in.l.-.-.l tru.- that the costs ..f haiLllmg,

„r-to use a railway phrase-" th.- t.-rminal .-harges are n.-arls

the sail..- for long distances ami for short: an.l that th.-retore

increased ecin.nnies in th.- buil.ling and working ot ships afl.-et

the total c.3sts ..f long .listaiux- tra.l-- in a l.-ss pn>portion than

th.«.- ..f short .listanc- tra.l.-. Hut y.-i th.- t.,tal l.-w.-ring

of csts is much greater for wry long distanc.-s than f..r

short and in cons.-.iuence Europ.an couutp.-s n-.w buy many

things from -uh-r Contin.-nts which th.y use.l to buy not very

I , - 1'-. ,., ... .i < rKl w .ti I'u

riu

..Am&iI



:yyx •t:<^r-

1-1

I' •

f

i

;

(

i

; i

* -I

^ i

If

f I

f

!

I

ll
t

I,

I. II. ti.

i;k\ki:.\l hki. \tioxs (»k inkcstuv and tkadk

(J. SooH' nmHeqiinirm of the/nctx timt the coxtA of tntjffiv
orn- /o,Hj dixfanrr.'i /nnr fofln, moir tlun, th,mv oirr «hnrt
.;...;::,inn: a,t(l tlint both hnir falien iinr,/nall!/.

In ••aiK tiinrs tlio .liscomturts .•iiid risks of a lon^r jouriifv
"V v,.v,-,K.' w,..v niU-u viT.v K'-^'.it; and w.'iv inajrnifi.'d l.\

IHvjudi.T aii.l i.iia>(ii.atioii. Kvoii t.-dav, if ..ii.. hiivs jmi
'•rdii.aiy villag.'r. with nv without a cart, to cairv \n^r^:i^v
twenty miles, one must commonly pay more than twitr iu< much
us tor t.n md..s: hecause if l,e goes twenty miles he must shvp
away from home.

I'.ut, on the other hand, the internati.mal money market
tl.'' post, and latterly the t.degraph hav,. lowere.l those costs of
trad., which aie not directly connected with the handling of th.^
.goods. And ou the whoU it is prol.al.ly not far fr<.m the truth
to a.ssume that the total costs of maritime tra(le have been
lowered about in pn.portio,, u, thv ec.m..mies in transport
which luue been etiected l.y the discovery of the art of tacking!
l.\ improvements in the c.nstruction of ships, which give them
greater carrying power for a given gross t,.nnage, by the sub-
stitutiou of steam shijis tor sailing ships, of steel .ships for
wooden ships, of high pressure boilers for low and so on. And
any conse.pient loweri.ig of fivights (even after allowance has
been made tor the maintenaiu f sowe of the a.sts of handlin.r
Ml ports at a relatively high rate) has g.-nemlly caused the
water :uva which can be profitably covered by' any kiml ..f
he.ny traffic to mciea.se in th.' .s.piaiv of the ratio" in which
tlu.y h,-.ve been lowered. The progress of |,in<l transport has
l>'vii K.ss uniform an.i more sp,.ismo,lic. For the art an.l habit
<.t making good ro,ids have ris.-ii ,uid .lecaved more than onc». ;

and the whol,' cnn.litions of tnuisport in any district are rev.,-
lutioni/fd wli.ii .1 railway system .appears in it.

It ..tVen i,:q,p,.iw ti, t gn,,ds can start on an e.xsy route, l.iit

ni'ist break ,iuay troiu ir to the right ,.r left in onVr to reach
tii.'M- destiM.Ui..,,: ,uid in <urU :, ease the area which can he
I
';"'"•''''> '•"\''''"l ''V ^",y el.,,., ,,t t,-ad.. has the shape of an

• 1 •ng.ii.ii ,i\a\ Of <li iiiioiiii,

SMpj,,,,, ;;,r m.tanre ,i ;,,un un-e pl.uvd on a river running'
(Very ,!..ulyi ,lii.. n,.rrl, a.-id >,„„!,, a|.,„g which heavy >.o,Mis

' i- •''•.• .t>"..(! ..Ill- liiiiiiireii liilies in either
..l.i 1.
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,lin--ti..ti: wl.il.- th.- .-oHt tor -a.rh tnil- by liir.-l w,is ft. i,u.>:.

tirn.s US KH-iU. Tli.'i., iLSsmnisiK th.- i.un-hus.-rs .;v.-rywh.:r.- t..

h.- .viidy in liiiy th.- sa....- l-ric- lui' th.- sa...... go.xls, and

...-gl.-.-ti.iK th.- .-xi..-ns.-H ..t trarishipiiKTit, w.- Hnd that th.-

town's mark.-t for thos.- k<>"'I^ ^^""'''' h''^'' ^*^'" ^^"I*'' "* '^

luHK .liainond. tw.-nty n.il.-s fro.,. East to W.-st, an.l two

hM..dr.-.l n.il.-H fi-r.rn N...th to South ; its ana being about two

thousand s(,..ar.- inii.-s. M.anwhil.- light p.-rishabl.- go.Kls,

which could not .-..dur.- a sh.w jou.-n.-y by watc-r, but co.ild

atiord t<. bf rarri.-.l a h.in<lr.-.i n.il.-s by land, wo.ild hav.,- a

inark.'t of rath.-i- inon- than thirty thousan.i wiiwre niilts.

Th.- <•;.:- IS substantially similar wh.-n traffic starts by s.-a,

or bv railr..ad, and has t.. b.- ca.-ri.-.l by road for a part of th.-

j.M,rn.-y. For that part, though sh..rt in .listanc, may .-asily b.-

th.- c..stli.-r of th.- tw... W.- shall s.-.- pr.-s.-ntly how much, that

s,-..n.s ..bscn- in th.- history of th.- pric.-s ..f wh.-at in Knglan.l

during .:..- nin.-l.-.-nth c.ntury, H...ls its ..-xplanat^n in th«

fact that the pn.hibitory c<.sts of transport for th.- first hundred

,niles from ...any districts ceased as so..n as th.-y had beer,

.•oiin.-cti-.l bv go.Ml r.jads .)r lailroads with tidal wat.-.-.

A sin.ple illusti-ation <.f this principl.- may be foun.l in the

l.uil.ling of Ah.in.- chalets. When on.- has to b.- built very far

ho.i. anv i-oiKi logs are ro.ighly hewn into th.- r..-.p..s.te shap.-

l,y th.- a.l/..- an.l han.l-saw at a very h-avy .-est ..f labour and

wood Hut if the chal.-t is to be b.iilt near a vall.-y. which has

a .-ough r..a.l an.l a simpl.- saw-mill : then the l.-gs are brought

down the roa.l ov.-r snow in winter, an.l are sawn into boanis,

which are carri.-.l along the roa.l, to a point just bel.nv th.- chalet.

Th.- bnil.l.-i-, howev.-r. n.ust still apply th.- haii.l-svw, th.- adze

an.l the plan.- to do a gr.-at .iral ..f wo.k which is .l.me with

a t.-nth or a hun.l.vdth pai't of th.- labour by larg.- w."..l

woiking mills with .-xp.-nsiv.- i.lant, such as .-an pay th.-ir way

„„lv in b.-oa<l vall.ys with ampU- ina.l or lailroad communi-

cations. In such a niicroeosm w.- s..- in.-ieas.-.l supplies of capital,

au.l impiov.-<l m.-ans of com.uuni.-atiun. gra.hially .-xtrnding the

...on.,mi.-s.,f n.assive producti.m t,. one .l.strict aft.-r an..ther,

,„„1 o..e class of coi.in.o.lili.-s aft.-r anoth.-r. Th.- broad history

of Had.- is littl.- n...re tha.i th.- c.a.tinu.-.l appliciUi.... ..f similar

principles to p.-ovinciai, nalioua! an.l i-oMiio|...lu,iii probk-ias.

•1r

f U'i

^1
.4

I? ?



^^ UT'' Ji

^

I, in, 1.

CHAPTER III

FOUNDATIONS OF ENGLAND'S INDUSTKTAL LKADHl,"-
SHIP. HEU DRIFT TOWARDS MASSIVE PRODUCTION

1. Introdncton,. EnulamlX forenumns in the hulm-
trtal leaderMp of Western Europe. The xplrit o/economk
untiommtij.

The purposf of the present ehapt.T is t.. sketch Kiigland's
preparation for leadiTship in niudern nieth.Mls „f massive pro-
duction. The energies of her people showed themselves early
in war an.] m maritime tra.ie an.i a.lventure : an.J the characte.--
ist.cs of her later industrial rjualities wc're for.>sha<iowe,l by the
uses to which she put water power in the inception of .n.vssive
textile work. But - massive industry " in that full sense of the
term, in which scope is offered for the complex an.l m.dtifarious
resoui-ces of modern techni.p.e, calls for a very much larger
••iggregate use of pow.-r than could be supplicl by all the
streams of England. This introductory chapt,.- therefi.re pxsses
quickly ,,ver the advance of England's industries through
Mediaeval and Mercantile conditions to that in which consid,.--
able ma.sses of workers were aggregated, for good and for evil
1" districts that provided water power ade,p,ate for relatively
large and highly organize.! textile manufactures.

Th,. foivrunners of modern "national trade" are not to he
fuuiul H. any empire „f oKI... time, however Hrmly it was hehl
together by political and military inHuences. But they may be
ound in great industrial cities in the Early, and espeeialfy m
th,. Muldle Ages: since in these, .lirect communication by word
of n.outh sufficed for nearly all the purposes of the mo,lern
printing press, post and t.^legraph : th.^refor,. they ,lev<.!,)-...(l -i-
pariotic a pride in their work as in their military^ s'trengtir
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And, us List sjiys, that which is n«w cjilk-d the spirit of economic I, m, 1.

nationality, is really the spirit of Hrugcs or Antweq) ; of Venice,

Florence or Milan, spreiul over a whole country. It first jx'rnieat<<l

to Holland, a land of cities intimately united by an all jK-rvmling

network of waterways. Tht're were jealousies among her cities:

but they worked on the whole harmoniously for the comtnori

purposes of trade ; and a national trade was created under these

conditions before the time Wius ripe for a large national industry.

But a chief advantage, which Holland ultimately obtainefl

over her rivals in trade, was by her adoption of standardizei

I

shapes for her ships and other vcs.sels. Each of several cities

undertook the supply of a psirticular group of interchangeable

pjirts; and thus the methods apfilied, during the World-war, by

several countries to the pnKluction of munitions (and notably by

(Jennany to that of submarines) were anticipated by Holland,

long before engineers had even contemplated the delicate

accuracy of work attained by modern semi-automatic inachinery.

Englishmen fought eagerly with Hollan<l, and gained little

thereby : but their debts iv.s pupils to her are immense.

One keynote of the contnist between the early I'conomie

history of England and Holland is incidentally struck in Petty 's

illustrations of his great rule that " Each country Hourisheth in

the manufacture of its own native comnKKlities." He con-

tinues, " viz. England for woollen manufacture, France for

paper, Luiclan<l (Liege) for iron-ware, Portugal for confectures,

Italy for silks. Upon which princij)le it follows tliat Holland

and Zealand must Hourish most in the trade of shij>ping, and so

become camel's and factors of the whole world of trad(>'."

He was arguing that England had a better " native com-

UKxlity" for shipping than appeared: but he did nut venture to

c'liiim that it WiUs very great. For the Netherlands and Venetia

are lowlands watered by great streams: England is an island of

which the main watercourses How away from one ano'" er; and

the seas connecting them break turbulently round long pro-

montories. Her harbours were not specially well placed for the

trade of early times, her inland waters did relatively little

' I'ulitiial Arithmetic, A.u. 1076, p. 1(1. Ste Ap|)t>Ddix li for an outline

i^kftch t.*f Cue dcbls uf iiioduri: iiiditrstij mid trade io tlr.' City States and to

Holland.
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I, III. 1. Unvanl.H coiiii'iitnititnj hor industry, and in tho curly Middlf

Ages hor jH'oplt- cared little tor the sea. But yet thi' soun-es of

her strength and of her ultimate wealth lay in her geogniphical

position, and in the climate attendant on it. Her jiosition ha«l

attnifted the boldest venturi'i's from both sides of the North Sea

and the lialtic ; aiui Professor Schmoller. an able, if .somewhat

severe critic of Knglish history, .says of them:—"there arose

from the intermarriage of the.se invaders a sportive variety of

men of rare bodily vigour, strong of will, calm in delilwration,

and bold in action'."

There .ire indications of a tendency to reganl the industrial

«|ualili<'s which have been prominent in England during

ticeii imes, iis accidental succes,sors of the earlier strt'iiuousness

of Englishmen under arms:—accidental in the sami' way a.s it

u.is a matter of accident that the Yorkshire hills, whcse

water power attracted woollen industries in the eighteenth

;intury, owed their later industrial prominence to their coal,

of which the earlier woollen inanufiicturers had taken little

Ki no account. It is therefore worth while to insist that

the energies of English'uen have always had the .same

fundamental character : but the brief historical sketch which

occupies the remainder of this chaptei- will be .su{)erHuous to

many readers; and may be omiti'ed.

' Dir iiiflliHchi- lldiuli'lx Polilili lU'^ 17 mill IS .hilnhiiniierU, publiHhed in

his .lahrliiii-h, \o\, xxui. Lixt, another critic of EiiKlaiid, eciUiiUy able and

iihiioHt i'<iuall.v severe, while remarking that the influence ot hluo 1 luav be over-

ratid, anil that there wari less freedom in En),'lnnd luidcr tlie Tiid ms than in the

(Wimiin aii'i Italian cities, attributes much of Ent^land's wealth to "the people's

innate love of hberty and of justice." Siitmnal Syatem uj I'liUticul Economy,

eh. VI. pp, t'.t uiul •">(). .ind el-ewhere he olisenes that "of all the indu.strial

pursuits, navigation most demands energy, personal couriiKe, enterpn.se, and en-

diininee; (lualiticatiuns that can only ttourish in an atmosphere of freedom" (i7(.

ill. X. p. lOS). Ko.schi i points out (llaiidih I'olilik, ^ til thai vicissitudes of com-

ni-.'reial enterprise, and thi- res.>lute independent bearuiK th:U was fostered among

the people by a seafnriui? life, combined to weaken class distinctbms in trading

cities, even when their political constitution was uiifjarchic ; and thus there w.is

a constant spring of fre.sh energetic blood upwards in them. Petty a; :,'ues that

trade does not always flourish best under popular Governments; but he gives

some curious iiistances of his rule that '• Trade is most vigorously .arried on in

( very State and (lovernmcut by the heterodox part of the same, and such as

priife.s.s opinions diilereiil fioia nbat uie puhticly established." {I'olilicui

Arillti.i.tif, p. 25.)

I



THK I'EKSI.STENCV <>K ENIJLISH CHAKACTEHISTICS

•2. Tlie t/u(ditifH, irhich yave leadevHlup to Ktigliiihineii

in hulmtrif ami trade in tlie nineteenth c.entnrji, hmf their

riKttH ill eurlif tihifn.

From lOGO down to the prt'scrit time Kiigluntl's history has

been that of thf same [XM>{)le, never disturbed tor h^iig by aiu

Hort ol' gi ievoiiH violence, never forcibly mouhled by a Meries ot

imperioiiH personalities, never under a dominating influence from

outside. They brought with tliem the characteristics of Hrm

will, self-determination, tht)roughness, fidelity and love of

freedom—strong (pialities, which they have never lost , but

also sonje deficiency in graciouanuss and delicacy of manner

—

pleasant qualities, wliich they have never completely gained.

They have learnt greatly from others: but they have pursued theii

own course .so independently and steadily, that their political

and economic institutions have grown side by side in harmony

;

,ind thev stand out now iu". the leading type of cuntinuou.^

development. Their methoils in industry and trade were ior long

ages far behind the highest level that had been reached ; but

at livst they threw their own special characteristics int*j business

affaii-s with such energy, and such tjuickne.ss of adaptation to

the ever increasing massiveness of the economic problems of

the Western World, that they became its chief pioneers of pro-

gi-ess and trade.

In fact the qualities of body and character, which ultimately

gave to Englishmen a certain leadership in industry and trade,

had their origin in early times; and persisted throughout some

six centuries, in which they found much scope in deeds of courage

and endurance on land and sea, and in popular games : the

English archer was the progenitor of the English artisan.

Continuity can be traced also in England's j)olitical histur\.

The "growing jwins " of the Tudor age wert- in part an indi-

cation of the fusion of England, or at all events of ail Enijland

except her northern counties, intt) an economic unity. Local

ivsirictions and other regulations faded away : and their |)lacc

wa.-^gr.iduallv taken by laws and royal ordinances, which applied

generally to the kingdom as .i whole: this was in pirt cause.

:ind in part consequence, of the beginnings of a consciousness of

•cc-iv'ii-ic liiitivnality. The new ovdei- \v:vs to hi- based on tht-

old : but with greater breadth of action came somewhat greater

3—2
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J, III, 2. hreiulth of thought, nnd also Home slight softttiing of toinjH-r :

the new order of lulniinistnition was associated with a new onler

of trade; and internal tradf became generally more oju-n, while

external triwle was still regulated, though not on mediaeval lines.

Kngland's fctreign trade was for a long while in the hands of

foreigners, whose conduct wjis mitigateij by the Staple; and for

some time more largely in thi! hands of "Regulated Companies,"

that is, comjMinies which had an exclusive privilegi' amf a small

common pui^se, while each member trade*! on his own account

:

but afterwards privileged joint stuck companies came to the

front. Thus tht; joint stock principle was applied for some time

almost exclusively to trade with ilistant lands, and the settle-

ment of plantations ; but it bi'gan compjiratively early to attack

the devi'lopment of the mineral resources of the country itself.

'I'his might have been anticijKited : for the land was the chief

wealth and the chief source of new wealth; and the owners of

land were at their ease in work coimected with it. Capitalisticr

resources flowing from the land (I'ither to its owner or as tribute

to the sovereign) had inihed been applied directly, with very

little intervention from professional commerce or industry, to

most of the great constructive undertakings from the building

of the pyramids down to the end of the i^eventeenth century.

!m|M)rtant exceptions have to be made for the chief works con-

structed by the great trading Cities, but not for many others

;

unless the funds which Koman and other armies dug out with

the sword should be entered under a separati- head. The land

yielded it.s wealth directly to the building of cathedrals, churches

and moniusteries : of castles, palaces and great mansions: and

many of the pas.'^ing glimpses which we get of the manner in

which the tasks of assembling great ijuantities of materials from

afar, and organizing the work of large numbei-s of artisans and

labourei-s, were conducted in early times, are atiorded bv the

records of cathedrals and monasteries'.

' Thesf iiiutttfis art' coiisiilcrt'd furlher in Apptmiix C, when' something
is »aid as to the steps hy which Knglisiiuien, sturtinp l.Ue in the imiustrial

racf, learnt f'^ ;ii others, and (jraduaUy rose to positions of rivalry with

their tciichers : and as to the slow ipread of relatively tree and demoeratic

uielluids of life and action over a larjje part of the land; feudal order (jiving

way in some measure to insiiiutiiiis more akin to the temper of the artisans

of a great industrial city. A little is also said in the third Section of that

i
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KN(JI,AN1>'h TKAItK 111 KIN<1 TIIK MKIIOANTII.K AdK 87

:». T/w i>n>ifn>*>i of Kutflninfn intenud and fjfrriial I, m, 8.

tm*/f thiriwj the Mcrrniitih' Afff.

Thr tiiul.' of til.' M.TCimtilr Ak'- iriipn-swd tli.- iiiiiijjirmtDei

„l' those who rfc.nlf.l it : iukI soiiif writcrM of our own tmirs

imply thill it wiiH hiiK'-. U'lt it w;im not. At th.- time of th-

Krstoiiition KiiKliirids foi.iKi. tnulr whh I.hs than a humhvdth

,)iut of h.T pr.'srnt foivij,'!! tnui.' in money Viilu.-, atul less than

,1 two-hnn(lie<ith iwirt in volnme. An.i though it increiwil

fivef.,1.1 during the next hundre.l yeai-s
;
yet in 17(;(), when the

..stal.lishment of Kn«lan(i's Hnj.renmcy at sea told that the main

work of the K''.='t tnuiinj,' companies was accomplished, it had

not attained to a sixtieth part of its pr.-sent bulk.

( )ne cause of tlu' slown.-ss of the growth of foreign trade was

that the new markets h.-yond the seivs were really very narrow.

It is true that mon- than half the coast lines of the n.-w conti-

nents had been "discovered": but the countriesbehindtho.se

lines w.-re still almost inaccessible. The sea-ports which were

„pen to western tmdei's gave them access to small islands of

trade rather than to large territories: they could not always

venture ver\- far out of hearing of the sea waves. Their go.nls

might indeed be distributed by native merchants: but only

the uuinitions ,.• war, and luxuries for the rich, would generally

bear carriagi- far into the interior. And further, in the highly

civilized parts of the Eiist they met textile and metal go.Hls

mad.' bv as subtle a skill as their own. They could sell a few

trinkets in some ports in exchange for precious metals, fui-s,

ivory, etc. given by ignorant pi-ojih- on terms extnivagantly

fav.mrable to the European traders. But the .quantities of such

.r.„„ls, which were on offer, were small: the aggregate v..lum.'

of that particular trade was trivial when judged by a m.nlern

stan.lard. The profits to be eaiiie.l in th.' more solid trade for

spies, ti'a an.l other v^'getable products weri' at a cnstantly

tailing rate per cut., though in cnstantly increasing aggregat.'

\ Illume.

Appendix as to the- influ.nce which foreign tra.le exerted iu d, volopmg the

>,'.um..ed association of capitals for large purposes: for though jomt stock

companies, «ith and vvithout monopolistic privilege, were set up early in mining

J „,i,er indu-tri-, their scoue was far narrower than that of companies con-

c',n.ed"at first mainly with European affairs, and afterwards with those of Asm

and America.
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•'*< ENflLANn's PRIfT Tl)W\IU>s MAs->ivK I'l!. .|.l .Tlus

I. Ill, M. TjhUt on tho I'liiiitatiiiHs wiTi' jjiowiiij,' mihI llnrc wus an
iiKTiMsinp (Iciniuid liy Kiii,'lishiiuii li. ynml the hci tor llinsc

simple, stTDii^', scrviccahic ijikmIs whii'li tl>. y wcr. accitsruniid i.i

MS.'. Hilt if was still ,-nly cloth atHJ ..tli.T li^'lit ^'ihkU that,

would boar the cKpciiscs of lln' luris,' jonnny. tor ships dnl iKit.

yt't carry vciy larj^'c car^jocs, and, it IhiTc was any juiiriicv to

Jm' made at .ill at the fiiiihrr tnd, it was dithciilt unless it could
he m.ide hy river. No d->'il>t this exception in im|Mirlaiit . ,is very
lew centres of |)<.puliiti..M weiv far from tidal water; and even
such things as hricks could j,'o out as biilhwt in tohiicco ships'.

' TliiiM Mini (,.li. lit tr,L"i), p/irtiiillv Hnticijiatii.^r th. nolinii n( •inviKil.l.
fr}mit»"of ctiippiiif wrrviicrt (which will he rx'imiii.ci in Voliinu' II), xiiv:
"If we send one hiin lii'd tliuiiiiina iioiincU into thu ICii.-t liidm to liiiv | i p|i.i

ther.' iiiu) hriiiK it huh. i. an. I U.uvv «fM I it tu Italy or Tiiik.'.v, it tim-it >i.'lil

wven hun.lml f'i..nsaii.l p,.iiiiiN iit lia-t in Uiom- pl.i.r,. i,, n^Mnl , f" i|,,..

• xci's^ive char^f ".hich t!i" ni.rchant .liHl.ursrth in tlio^r lon^ vouiu'f* in
"hipping'. wiii,'»..s, vii'tiialrt, iiiHiiranc.-. int. rent, cuntoin iinpuxtK. iiml ihc iike ;

nil which ni.tvMtliRtauiliiiK th. King an.l th.- Kingjuui «. ts" : he i.ck.iiin th.' .'oMtK
of the lioiiliii- ti.iilc as »ix tun. m tfiut of tlio orij;iniil .ripnrtH. II.' says uN" that
thf cost of oarriiwi' of whrut to Italy about Hoiihlr« it« y ilnr, and hi' tako^', a*
prohiil.le pries of p.-pi^-r, Hil. in th.' Kast in.lifs, U. H,l. m AiusU'rdam and
•-'-. in London. (S.-e pp. II. 12, U of tlif Ijr,:, Ucpiiut ..f '/';,•,(»«,, by I ..r.i.ui

Triidi-.

)

Kvin in 1701 the Coinmi«Hionpi!i of Customs reported thiit Kni^lan.l huil
.f2W) ships with an agnrewute tonnaiio of hut ^61, (MM); i,,-. ahoiit 80 ton.s on the
iivira^c. Tlicy did not Imid n. iirly as miicli ciir^o as sailing ships of tlw Hiiimr

noniinii! toiinap. in tli'j nin. ti'.nth c. ntiiry
; ami tlwy tiavtllcd slowlv. 'I'h.v

conlil not huyc carrifd ainopi/ them as niiirli lar, o on loiijr vova(;es in a .yi-ar as
can lie carried now by a siimle larKe steaniship.

Tlieestiinat. .h r.f tiie volume of trade niii.le byeiuli.r writers, thoU};h .soiue\vhat
better founded than their estimates of niitioiial wealth and income, ar.' wi.lely
diverj;.rit

: and no trust can be niv..n to tlieiii. It seems probable that tin;
cautious r.tty .xudReratcd a little, when he put the exports of En^iand at
till, 10, under whicii he includes nhippii l' sir\ices of the value of llin.l-.")

tlie t;reat.T part of the trade b.inij of ...urs,' with neiphbonriiuj countries i

while h.' puts the exports of "the wli.l.' commercial world" at fin. I.'.,

{I'oliliral Arithm'tir, a,i>. ItlTti, pp. 8'! t.|

The f.dlowinK liKiir.s are taken from (:halln.T^• FMtmittc of the Xiaiij'.h
>' th,' Ilnti-fi /»;,'.,. V.I,. lKl-2, p. m,-,, ivhi.h appear to h.ive be, n prepared witii
t;reat .-are. They relate to Kn^land only, the lirst three lines repiesent avcratjes,

ToiiniiKf .if shi|.9 VhIu.' of

.I.'iir.'il outwtirdb. i!tri;n.'H t'\pt,rte(l.

*.i). i(;(;:i it;ti!i uh.ooo V2,in.\,iH)0

lT2n-H ».-.tl,(i(K) i:7.m;i2',(MMJ

174<.»— .-,1 tKil.iiOO tI2,.'ii»H,(XM)

17f.4 7»-',000 Clfi,202,0(K).

To til. sp may !.. added recent li(»iires for the United Kingdom,
19i;^ (17,820,000 .f.iJS, 161,000.



KN..I,\M.'>I TU\I>K l.nilN'i TIIK MKIW ANTII.K A<iE »B

I

Mon-(.v.T thf obHtiK-l.'H !«• tlir tmnsiH.rl in VmmI w.'iifh.r uf I, m, ;i.

hnivy K'hhIh in inanv pirtn ,1 Ki.Klan.l, inrludiiiK «<•""• *'>'^V hiv.s

„( uuU\H\rv. w.rr vtv Knai. In tiwt n.aity all jmim.-ys luul (-.

l,r niiui.' .".n t«M,t, ..n h..rM.-h:ick, ..r l.y wat.r. And ihiH ntanl.,!

\U,- ..xiMui><iun an<l cmsclidatiMn of tlw liiKlur cmstnictiv

loni.H of KnK'liHh indiiHtry inniv than nuKl.t ^>-,m j.n.Vml.l.- at

tirnt siKht. K..r liv.|n.'nl, U>U'^ ynrtMSs inv,.|v.-d s.irh d.-la>s

laliKU.'s. and rxpomirr tu l.ad w.-ath.-r, aH tn ivslrirt ihr livrdn,,,

.,1 ,uTi..n uf Ih.' iniddl.--ai,'.d and .M.-rly ni.n ; in wh-.s.' hand^

the main caitrol ..f ..nt<Ti)risc wa^ Hnuly K'niHwd in that a^"

n\- diMciplinc. Kc.r thos.. and -th.-r iviusoiis, the pries cliaiK'-d

tor inifxuli'd j^imkIs \i>\\^ remained v.iy hi),di.

'I'he demand lor ;i,'ood roads eame rather from the ^'eneral

.,m,keninK of aKruMiltnie and of urhan industry, than from n.ii-

..ntrated manufacture for exiM.rt. Fairly K""<l '"'^-'l r^ads vver-

,„a.le for the use of heavy wajr^'onn : and a s|.l.i.tlid system of

arterial roads earri-d passengers and news at a rat.' n..t dream!

of I.efore. The al.undance of "stage-coaehes, mach.nes, tlys. and

,,ost-ehaises" was held to he a ehief eause of the su.lde,, uniK-

.•ation of manners and of so.ial life whieh startled the middle

of the eighteenth century'.

(; 1 roa.ls rame late, and canals came later still. Hut when

Chul.n.rs' tal.l- iH m,«l. out f .Low lh;Lt Kn^lun.r. tn.lr ino«r«.se,l i„

,im..H of ,,..,.•< an,l »;.n..rRlly ntroKra.lMl ^lur.MK war: all th- >.-„r^ H..k.ct..,l

ilKiv.. ftp. V.-U-. of ,...-,.. Mmh ..f wliHt Ur d..<T.m~ K. •..x,..,rt. w.nt l-

l,..lina; .m.l tlu' oxt..,..Hl trad,- of dr-.U linUin a„.l Ir.la..,! wa. crtamly 1.
-

,|,aM tl.at of lln.'lana alo..- (h... al.ov,, ,.. 24.. On th. ..tl,.. 1,.....! allo-van, .

„,„Ht !>.• .na.l.. for tl,- M,H,:.rl.M>' trad., wlacl. dors not apiHar ,m tl,.,. r.conl..

The dittieiilti^s of internal foninunnoalion caused manv l.oii.loii tr.idn < f

l,e in closer touch with th. n.i^-hU.unn^: port, of the C..nti.,ent than with lie-

,M«r. distant parts of Kn.land. .\ detailed inventory of T,„nd.n s trade and .-

H.uteH iH ,iven in .^(^^. ManUn.u^ .-( ionnn.rnnl.^ ( 17-iM, ,-. 110. L.a.don hon».ht

from alMoad n.any things. *hich were to he had at a lower pr.ee m .o,„.-

partB oJ Kn^land. not very remote, foreij-ners were apt to jnd^e Kn;-..., .1

l.V Lon.lon ; and henee eluonielers and writers of roM.anue have repr.-sente.l th.-

u'sf of 'orci-n Roods aa much more common in England than it really wa-

This anonymous book is avowe.lly in the main a .-ompilation, and prohai.,v

made some use of the first clit.on (17--'3) of Savary's hictwim.un- I ,ur,r,.'l ,k

Coinm.-n-.-: it is a vast store of information.

. See a ..notation from a pamphlet of 17f,l in T,.-. ky. Ei„hlrnah C.„tur,i

,-d I vol VI p. lllil). Compare also Smiles, /,.rr«<./.V^(r,i//V.o,.MWr..n(, and

,}„. historv of roads in Watford's Fa,nin.^ of the WorU. The dillicnlties ot th-

royal troops in raeetiUK the invasion of the Highlanders in lei.. KHNeaB.-.iT

impctuB to the nniViinK of roads.
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40 EN-GLANDS DRIKT TOWARDS MASSrVE I'RODUCTIOV

I, I". H. at last thi-y wt-n- taken in hand they were pushed forward
vigorously. They united the head-waters of England's chief
rivei-s and formed a network round her manufacturing districts.
Together they built up in England a larger and more active
home market for comm.Klities, that conformed to the law of
Increjvsing Return, than had ever been known before. And the
home demand, enforcofl by the foreign and colonial demand for
similar prcnluets, acted upon industri.^s which had now at last
attained a force of unity ami concentration, nearly as intensive
a.s that of her great teacher Holland, and more extensive'.

Defoe had sivid, ' It is a kind of proverb attending the
chara.-ter of Englishmen that thi-y are better to improve than
to nnviit, better to a.lvance upon the designs and plans which
oth.T people had laid down, than to form schemes and designs
of their own....'i'he wool indeed was English, but the wit wius
all Flemish." Hut he went on to show in detail how we outdid
our teachei-s; how " we have turned the scale of trade, and send
our goods to Ix' sold in those very countries, from which we
derived the knowledge and art of making them'."

England's first great undertaking, that of drainage on a
large scale, was carried out for her bv Dutchmen: Dutch
engineer superinten.led Dutch workmen, and paid them from

' 'iarrantonx Kititl,ml-H impwvrm,;,t b;/ «,<( and land (1677) in mucli
occupied wit), "the advantuKe of making the great rivers of Kngland nav.Kuble •

Hh Mumeroua chart« and his ..gun.entx have the cogency of a modern pamphletHe contends that, when once the chief rivers had been rendered nav.KaMe ,w faras pos..bIe, the whole country could be consolidated by a few good roa.la madeo jo.n their head-waters; and that they could be kept in repair easily, because
thcj would be ou -good hilly sound dry Ian,!.'' Nowadays transport ,. cheapand trHUshn.ment-except in a few ca.-es whe.e mechanical aid reaches ven

uL!l T/ ''P""'''"''- „""' '" '^'« '""'^ transhipment was thought ofhghtlj
,
and It was reasonable to hold that his plan would have brought

u.mstnes, which dealt «Uh heavy goods, nearly up to as high a level otconcentrated elHciency as was already being reached by the woollen i.„iustrie»whoso trains of pack hmses could go everywhere. This may be .;iu.-.r,.ted bv astatemeut made hi 1724 (in opposition to the claims of «ome e.^clusive traders!
that the wools of \Vorce^te.. Salop and Stallord were used partly in GloucesterDevon, Ken, a„,l Hampshire. The case was more complex in'.egard to t .ol'of Lincoli, Northampton, Uu.Iand. Le.cester. Warwick. Ijxon. and Bucks f^rone sort o. them went to the Northern Countlen; another sort to Norfolkand
Devunsh.re .Some Norfolk wools wee sent to North Wales and '•

tl,e.e draped
"..0 cloth, and ultimately sold in I.oadon, and so on. (Unwin, indu.tf^loryamzativH /„ the sixteenth and ,e,en„.nth ce„turi,„, pp. l88-i).)

- .i j.i,iii .ij li,e i:nyii.th Cmnm.rce, lja«, pp. ay>J—301.
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funds svipplifd by Dutch oiipitalista. To inake a good harbour I, m. 4.

or quay ; to erect an efficient windmill, watermill, fiiUing-nnll,

or large pump, Dutch aid had been required. The first English

iron cannons had been cast in Sussex by a Frenchman
:
and

lessons from French and Italians, Dutch and Fleiuings, (Jermans

and Swedes ha<l been required to equip Englishmen as workers

in cloth and silk, pottery and paper, an miners and nietiillurgists".

But victory over difficulties gave courage for victory over

now difficulties. Eiich victory tended to increase the area over

which the gomls coidd be marketed, and therefore the scale

of production; and therefore in many industries at least the

economy of production; and therefore again, the area over

which the goods ct)uld be marketed : and so on in ever widening

circles. And with each expansion there grew up increased

spirit for new ventures, and increiised recompense for the risk

and exiHjnse of working out new inventions, and reducing them

to a j)ractical shape.

4. Eni/hnuFx Mermutile polinj ; 'rt^ adapted to eun-

tUtioux vhich iren ifdnn aimtf, a« the hu-ieashuj mohility

(if iudnittry prmioteU the concentration of textile indmtrien

ill the mighbonrhood of water / m'er.

The spirit of Mercantili.sm was consistent with a national

organization of external trade, even before England had madi-

much progress towards internal unity in industry. It adapted

itself esiMicially to the pioneering work done by the great

nionoiK)list Tnwling Companies; and to the introduction, by

a iar-sighted monarch, of skilled foreign arti.sans for the

inception of new industries. But Colbert's resolute attemjit U>

organize French industries by desjwtic rule' in the second half

of the seventeenth century obtained oidy r. partial and transient

success : and Englishmen were even at that time more cajKible

of taking care of themselves, and more restive under regulation

than the French. A century later they had become .so much

iiiori' mobile and masterful that they could organize themselves

' Tucker, who was a severu critic of liis couiitryiiicii, writes in 1750,

'• EiiKlandi* nianufactururs have ever been iu high repute f<)r their skill and

iiitfeniiity." But hid iiistancia come from the minor imUistrien, and do not

imply the larger inventiveness.

i'i>l£i«llU
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I. lii, t.

exolaxd's drut towakds massivk I'HonrcTiox

in a widcspmul industrial stnictun- : and hiui neither the need
nor the inclination to be rejrinn.ntcd.

In the Middli- Ai(es the monarch and the comjKxct ruling
class \v(Mv often vastly sufierior to the rnjvssi's of the jM'ojiIe in

education, in breadth of ouMook and in knowledge of the worl<l,

as well as in wealth and ruilitarv strength. With some excej)-

tions fur the great commercial cities, CJovenunent alone was
in a position to take the initiative in largo economic atthirs.

• 'iistom was the main defence of the weak against the strong;
and the action of (Jovennnent itself in small affairs was often
most blessed, when it did little more than enforce custom. The
fourteenth century saw indeed the beginning of a genc^d
assertion of the spirit of individual liberty; and that was the
necessary condition for the spread among the people of habits
of independent thought as to the methods of their industry and
trade. From that tiiue onward they made more rapid i)rogress in

mental capacity and moral strength than their riders did : and,
by the middle of the eighteenth century, they had mov.^d
perhaps about halfway upwards from the semi-serf-like con-
dition of I'arlier centuries to that of the jiresent day: when
they are not very far inferior in shrt'wdness, and constructive
ability to the ruling classes.

Kvery step of that progress increased the imj)ortance of th«.-

advantage which the common people derived from the more
intimate knowledge possessed by each of his own circumstances,
and the technical problems of his own work, than could be
jK-ssessed by (iovernment otticials. It thus increased the pro-
bability that industry and trad.' wuuld devi'lop on the luo.-t

advantageous liiirs, if left free to take their own courses: and it

<liminished i,i s .uie directions, as much as it increased in iithei>*,

the power of (Jov.nimnit to control th.- courses ..f indiistrv and
trade in tli.> public interests. The pos.siU-- functions of Cnvrii-
nieiit expanded almost obtrusively in many directions: but
meanwhile there w.is -.. givat an inciva>e in th( mp!rxit\ of
the probl.'iiis of industry, and so sm.ili an incn.xs,. in the nieiit.d

.ap.icity of tlovrrnineiit for de.iling with them, that its iiiipi:,-

priiitf functions in the matt.T did not expand in like mann, r,

for the time at le;ist.

There was however meanwhile a slow iiicre;use in the [H.w.'r of
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thf i)0()|>lf to govtrn th*- fJovcminfrit that govvriH'd th<'in : ;rnil I. 'n, 4.

this p>wcr was destined to heeome ho l.irj,'e nnd ffir-reaching,

I hat many tjusks may now reasonahly be intrnsted to (ioverninent

in the twentieth century which would have been fjrossly mis-

managed in the first half of the nineteenth, and would have been

hot-beds of corruption in the eighteenth : thus a certain new-

tendency to a widening of the ajipropriate functions of Oovern-

unnt gradually set in.

Here it is to be considered that policies, such as those .>t

the Mercantilists, necessarily reactt'd on the moral character of

those who administered them. It increased their temptations

to use public authority for purjjo.ses of private gain. It (!;-

veloped the strong and the enterprising elements in human

nature: but it also gave gieat sci>pe to those who were selfish

and cruel.

Moral develojiments are nearly always the crunpK'x r suits of

many causes; and a student of any one side of human life must

be on his guanl against a bias to attribute them mainly to those

particular causes which loom largest in his eyes. Kut history

si-ems to show that wherever Mercixntili' policy has been active,

those pei-sons, whose private interests have been closely touched

by it, have tried with some success to bend that jiolicy for their

own benefit. (Jccasionally a strong upright personality, like

that of Colbert, might stiy the evil for a time. Hut corruption

seems gem-rally to have increased when there has been much

money ti. be gained by political infiuence. The monopolies and

other special privileges granted by the Tudors and the Stuarts,

were permeated by evil uses of money. And on the larger stage

of the eighteenth century, a more highly organized corru|ition

was eti'ecte<l by the riches which the Trading Comjianies and the

individual "Nabobs" had drawn from tlic Kast and tii'' West

under a policy frauiefl on Mercantile principles'.

' licrky's /-.//.//(//I./ /" III!' h'.iiililreiilli ('•iittir;/ li i« much iiiforMiiili'n on thi«/

o.il.j.-ctK. Tlic .iemunili/in- inlliii ii.;o r-iwU-d )..v tin- Mi'M-iintiie sluvr tvait.-

CM the iiopulation of tlic urnit wvstPin ports of Kiniliind. uh>h were chifUy

c.iicernwl in it. is well known. Silvi'i ami Hu-ar scldoiu canif to !• iirnpe without

a Htam of blood. \V.- have ("en too .luick to loii^'i-t the hoirors which c-auHcU

Hai::Uv!
'

hii:^on to -^iv hi^ faiiioiis tos-t :
" H-r-^- u, tli.> "wnt iiwnirection

of tho n.-xroes in tlic. West Indi.'s" ('loiawin Smitli, Thr riiitf:! Kingdom.
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("orniptioii, thus initiat'.'d in one part of jmblic- lit'o, iimst

h:ivt' had some tendency to spread. The particular threa(is of

connection between immoral bargainings for commercial favours,

iind a low moral tone in public affairs generally, are not eivsy

to be traced, esj)ecial!y in regard to tlistant timi's. But it is

to be noted that the protests against Mercantilist policy, which
came 'vith increasing force during the oighteonlh century, till

they culminated in Adam Smith's denunciation, were ba.sed on
moral fvs much ., on economic grounds.

Accordingly it is argued in Appendix I) that the inter-

ferences by Governments with the free courses of industry and
trade which the Mercixntile Age inherited from the Mediaeval,
are not to bi; brought under any sweeping measure, either of

eulogy on a(!coimt of the patriotic motives by which they were
generally induced, or of blam.' on account of their failure to

apprehend the vast difiicullies of many of the tiusks which they
undertook.

For indee<i the further we are looking backwards the
greater is generally the allowance to be made fitr changes in the
prevalent standanls of public and private morality. A stjvtes-

man may have fallen below the level that is cu.stomary in

England and .several other countries to-day, and yet merit our
respect for having risen above the ordinary level of his own age.

And he may po.ssibly have been right in constraining the
industrial energies of the people to move in certain limited

diri'ctions: because there was but little independent enteiprise

in the land
; while that little could not be brought up to high

intensity, unle.ss concentrated on a narrow area. From this

j)oint of view Adam Smith's criticisms on the Mercantilists of
his own age may seem harsh. But it is to be remembere<l
that he knew the weaknesses and the corruption of those who

vol. II. p. 407). "he profits on the slave trado would have been enoimoug if

iiiiy Iar«e part of the victims had survived the voyage (Craik, I.e. vol. iii. p. 113).
loifos, making for the deRriidation of morals, interact aud mutually

striimtlii-n one another. The Bcueral laxity of Couit 'ifc, corrupt practices in
poiltil^s, llic iiitluence of the slave trade, and extreme drunkenness among the
hi;;he»t and the lowest classes, were part cause and part cooseiiuence, each of
the otlu-rs. In 1743 It was stated in evidence before a Committee of the House
of Commons thiit the iiiinuai consumption of spirits was 19,000,000 gallons, of
whicli i.iWO.OOi) •.-.i-:c iii^ci:. file tolui popaialioii wa.i a little over gjs
millions.
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were posing as masters of economic statecraft. His condemna- I, m, 4.

tion of officious meddling by such men in the affairs of industry

and trade is indeed not limited to the conditions of his own

time. But he hiid no means of anticiiwitiiig the viist incrt'use

in the resources of Government, and in the honesty of public

officials which began in the nineteenth century. He could

look backwards only: and, though the growth of a sturdy up-

right middle class had given much strength to the country's

political structure, exiK'rii'nce gave little reason to anticipiite

that the leading statesmen of the country would cea.se to

regard public atiairs as a source of private booty. He did not

suppose that privatt- intiTest always leads traders and pro-

ducers on those i)aths which are most conducive to the public

weal : for indeed he continually jjointed out cjws in which it led

them in other directions. Hut he did show that the general

tendency of their conduct in pmsuit of gain was to hunt out

methods by which their energies might yield goods t)r services of

increased value to the public. He did this work so thoroughly

that later generations have made no great addition to it
;
though

they have introduced many (pudifications into it, and given it

.scientific cohesion.

They have however made a vital change in its general

chanicter, when regarded from a social point .jf view. For they

have laid great and ever increasing stress on a point, which had

not become prominent when he wrote. It is that his general

argument is valid only when "value" is e.\ pressed in terms of

money.

If a capable builder sets up houses all of a rental of £200

a year on a certain piece of land, his own interest wdl lead

him to adapt them to the r.'cpiirements of his future cusKiners.

Hut supp>se he is to build two cla.sses of houses, one of which

niU accommodate twenty people to the acre, while the other will

uccoMunodate two hundred to the acre : and that one part of his

ground is healthy, while the other is unhealthy: then his private

interest will lead him to put the den.s.r population on the

unhealthy ground. For well-to-do people will ,i,nnerally i)ay a

higher pt-rcentage of increase in ient;il or purchasing price on

iiccount of a favourable soil than working cla.sses will. But,

from a social point of view, the health of tw.> huiirhed of the

m
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'.>-«£



'^\mi*'',UMM:^MtJmMr laiL.

y

i I

^^> K.\«;i,ANI)^ DKIKT TuWAlias MASMVE FKODI'CTION

1,111.5. wol•kin^' cliisscN is nf uMm- value tliaii that of twenty of the
wc||-to-(Jo jMTson.s: uiiUss indeed .some of them hajJiH-n to be of
e.\cej)!.ional m.Mtal (quality. Adam Smith's Wealth of Nations,
intripreicd hy liis T/ieuri/ of Moral Sentiments, supplies a sound
basis for tlic introduction of such considerations. And, in fact,

nearly all tlie liir reachint,' movements which his disciples are
starting in tlie modern world, for increasing the constructive

activity of the State in social matters, can be brought within the
scope of his j)olicy by paying adetpiate attention to the diti'erence

i)etween money valu<- and social vahu'. This consideration is

not always prominently expressed: but it will be found to

underlie nearly all the most serious niotlern economic studies.

it. T/tr inir stmrtntr of thv ttatile ituluMritH, irhich
inis xrf ni, font hi fhr /after half of the ihjhteenth nuturi/,
iiii/iratr^ the (jrailual transition from the methoiU of the
Merraiitifr At/e to those of the nineteenth cenfnri/.

The movement towards cajutali.stic and massive production,
which has proceeded in Kngland with ever increiusing rapidity
and volume during the hist century and a half, hius two sides;
both of which became proiuinent in the textile industries,

earlier tlian in any othei-s of like importance. On the one side
wius till- growth of free capital, as distingiii.shed from that which
was dn-ectly assoeiatid with ownership or use of land: and on
the other wa.s the diffusion of habits of thought and action
among the various str.ita of the population in which tradition
and habit counted for K.ss than in early times: movement became
larger and more general

; and increasing attention was given to
new opportunities and new methods of turning old opi)ortiinities

to account.

Distrust of changes in the methods of work and pay died
I'lit slowh. Old traditions of the \illein's duty to his lord, and
1ms lord's reciprocal obligations liiigen tl tor good, as well as evil,

i Mig alter \illeiuage had eea.sed to be ti)rnially lec.ignized. The
ol.l -.ululanty of the village left o.lours. s.>nie sour and .some
sweet, in till' larg.'ii.ss of the ..piii commons on which lean
aiiiiiials lingered out a meagre [if.-. The enclosure of commons,
<\eelleiit as it u.is tVom a bioail national view, was oiuio.sed with
some just ice, as a plunder of the very poor, for the Ix-uetit of the
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wi>ll-t(i-do; and it increased the hardMhip which wiw inherent in I, m, >.

rigorous, ii tutile, edicts against wanderei-M Jroin the place uf

their settlement. Mobility increiused : but it was often ill-

directed ; and the consequent rapid iiicrejise in the numbers of

till' most unfit became a gnat evil early in the nineteenth

century, as we shall see prest-ntly.

Large new opportunities wore developed by the increasing

rate of growth of England's material wealth, which was largely

due to the continued freedom (jf her island territory from devas-

tating wars. This freedom gave to her manufacturers and her

agriculturists alike, sec\irity for reaping the rewanls of effort

investeil in improvements that would bear fruit slowly. The

choicest horses ami cattle were left to breed in peace, being

beyond the reach of foraging bands of .soldiery: and the

buildings, the machinery and the stocks of trade and industrj',

were undisturbed. This cause had equipped England with the

sinews of industrial competition before she showed signs of

industrial leadership ; and during the eighteenth century it con-

tributed nuich to her rise to the position of undisputed supremacy

in the world's market for capital.

The abundance of ciipital gave scope for men with nuirketing

ability of a constructive order. This is to be clearly dis-

tinguished from a laborious astuteness in bargaining, on which

IK'ople with small capitals, and especially agriculturist.s, in all

countries often lay stress : priding themselves on their skill in

liuyiu'j; a thing for less than it is worth, and selling a

thing for more than it is worth. That miserable ingenuity is

no diiubt barren : it is the one side of trade, which is amenuble

to the nl(i sweeping charge against all trade : viz. that in it no

one can gain save at the e.xpen.se of another; and that the more

energ\- is diverted to it, the poorer the country will become.

The constructive trader, on the other hand, aims high, and

sees far: he is constantly forecasting future development.-i of

demand, and endeavouring .so to turn to account the rising force

of new iciethoiis of production as to supply something which can

be produced in large quantitie:^ at a low cost, and force its way

into general consumption. It is to force its way, because it is

sold tur less than pennle had previously thought it to be worth

;

while yet it has cost him, and is in a sense worth to him, much

i' 4
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I, ni, ">. less than what he sells it for. For this task elasticity of mind

and delight in hanl work are netnied : and these qualities are not

often found among those who have inherited wealth : but they

were found in high degree among the undertakers, most of

whom had risen from the ranks.

Such an undertaker sought out ' homely " pn)ducer8 who
had the skill and aptitude for making certain classes of things

economicfvUy and well ; instructed them as to the precise char-

iicter of the thing which he wanted; supplied generally the

material and sometimes the recjuisite plant : and by ever

widening experience learnt how better to enlarge and econo-

mize the ])rocesses of marketing. He himself needed the j)ower

of going to the ceiitn' of each pmcticai problem as it arose ;

concentrating the forces of his mind on it; working out con-

nections between it and outlying considerations ; developing

practiciil conclusions with a just sense of proportion; and pur-

suing resolutely the line of policy thus indicated, but with a

mind always alert for new ideas, especially such as were

demanded by the changing circumstances and conditions of his

problem. These are faculties which have been conspicuous in

the Jewish nvce longer than in any other : but they were also

such as could be, and were, quickly and strongly developed in

that sturdy English character, of which the foimdation hiid been

laid by the sea-rovers.

On the other hand, the undertaker of the work and risks of

organizing supply so as to meet and stimulate demand, wiis

drawn on continually to become incrciwingly in some sense the

employer of the homely producers whose work he controlled.

The process by which he w.ia developed into a capitalist manu-

facturer wiis gradual and continuous; and, when it wsis completed,

his functions as a " master of men " rose to an equal level with

his functions jus an organizer of prwluction and marketing.

For this he needed qualities of mind and character somewhat

similar to those of a capable captain of a ship trading on long

voyages far from home : and the.se also were natural to the

English and had been developed by their work in the world.

Siinilar combinations of faculties were to be found in all the

countni's of Western Europe, and were afterwards to hi' con-

spicuous in North America. But Englishmen seem to have
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hat! a fuller and stronger supply of them than any other i, m, s.

nation.

Under the new conditions, all risks of marketing were borne

by the capitalist trader, while the implements of production

were supplied m some cases by the trader, and in others by the

workers. When the tri\der supplied workshop or facUjry with

its equipment, the industrial side of his services b«,'came more
pn)minent, if not more difficult than the marketing side. He
was therefore commonly jmd appropriately describt-d as a manu-
facturer, rather than a merchant. This change in organiaition

is commonly described as a transition from the "domestic"
phase of industry to the "capitalistic." But a great deal of

profluction, which is entirely imder capittilistic control, is

domestic ; in the sense that the work is done by operatives in

their own homes. The so-called " sweated " industries of the

present time belong to this class; and it is well known that

they give as large opjmrtunity to the abuses of the power of

capital as any others. It seems therefore best to avoid the use

of the term " domestic "
; and to contrast the man of means,

knowledge and resources with the " homely " producer : that is,

the man whose resources are so small, and wlione outlook is so

narrow, that he cannot obtain good access to general markets.

The primitive homely manufacturing producer corresponds

to the peasant, who produces only for his own use and for sale

to neighbours ; while he can, at the .same time, be fairly certain

that such things as he needs will be brought within his reach
by traders, without recjuiring him to have knowledge or contact

with distant markets. He may himself be a small employer,

providing for his a.ssistants all the requisites of their work :

but, as his capital is small, the capitalistic basis of his control

over them is commonly ignored.

A great part of the homely industries of the country, at a
later stage, were financed by capitalist traders to this extent at

least that they undertook in advance to buy specified products
at certiiin prices: that is to .say the producer carried no cun-

sidenible risks in regard to any particular contract, when once
he had attained a fair security as to the prices he would pay
for material and for such labour as he might recjnire.

Arrangements of this kind existed early in the South of

M. I. T. 4
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I, III. ."•. Knglnnd rluth iinliiMtiT : tind thfV bi-niiiic coinnion i-lw-wht-n- in

ihi- ci^fhU'i'iith (( iitHiy, wlnii chiingcs in thi- fashinii aiitl textun-

oj' jrtxKls imd in tho tcchiii<|Uf <>t iii(itistry won- iM-wilcKTing

th.tse who lovwl to treiul in luicittit puths : and thty wen- giving

giviit scope for new fTUTgctic incn, well 8Upj)lii<l with ciipitul

;

who wen- also alert and f-Ttilt! of sugg«'Htion8 for ixw patterns

for honu! constiniption. and for iwljusting the new Knglish re-

suiirees to the tiwtes of foreign consumers, especially in the

Levant and in A>i.i. Such arrangi'nients were very suitable to

imnsitional ei.nditions; and ure often regarded as iH'culiar to

them. lint in fact they are common at the present time. For

instance, a capitalist buiMer often contracts to en-ct a house in

acconiance with definit.- specifications, at a ccrtJiin price: the

purcha.ser may intend to occuj)y the house, or he may bo a

merchant, sometimes inappropriately called a "speculator," who

buys with the intention of letting or selling.

An almost e(|ually familiar i;isi' is that of the textile manu-

facturer who contracts to deliver a (piantity of some t;d)ric. of

(piality and design selected by a merchant, at a certain price :

though he often fortitii's himself by buying in advance the

materials which hv will need. This method enables the mer-

chant to turn to the fullest account his powers of contriving

improved mo<lels, patterns, i'te., of the goods of which he hfus

attained a siK-cial knowledge, and also of anticipiting the

tuturt' course of demand, with reference to coming changes of

fiushion and tiuste, and to fluctuations of general economic

prospeiity. The iiroduct.T ..n the other hand (who may be a

man of rather narrow ''r outlook, if not of liomeiy disposition)

irains by freedom to escape trom a task for which he is not

peculiarly fitted, and to give marly his whol .nergies to the

.idministration and technical work of making'.

' Prof. I'luviii, in rffercncc to I'rof. WoBtertieUlx MidiUfiiiiii in Englith

//M.«iH,»«, 'i,.:rtu-iiUrlii h.nnrn 1600 ami ITCO, says: • Siinultnneity of intf

>;ration and differentiation is to bo found in the hixtecnth century, mid even in

the Middle kgw. in all the more developed branches of iiiduBtry and commerce.

The fact is that wliere a series of independent capitals iire . mployed in close

contact with each other, any expansion o capital in one of the allied functions

tends to an overflow into the neij^libouriui, functions, and thus to one form or

other of integration. The capital of the H.inseatic, Italian, or native exporter

of cloth in the fifteenth centurv tended constantly to How over into the entrf-

jn-eneur functions ; whilst, on the other han.l. the prosperous clothier was always

striving' to become an exportint? merchant '
(Ecomimic Journal, Dec. 1915).
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It in iii c(Mii>K" to li. iihu-THtoixl that thf chiinjjeH now I. m, n.

(liscuHs, »1 iiKivi'd ^nuiiiiilly iti<l i|•r^^'ularlv•. Thf rising m<ii

Mi'lij '111 fncniacho.s uti thf wind with uiiiti>nn projirn'SH, cvon when
thf wind is rifiirly Htill : and in -tunny wiathit tht; rftntj^n-sHion

of a j,'rfat wivf may iincovfr the whole jrroiuid that Jwlon^js

to the risf of the mean Ifvd of thf m a durinj; an hour. Thf
fconornic atinos]<hfi-f is nfVfr 'piitf still, and it is often preatiy

|)frturbfd : thfrffon- pioj^ross is sildom unintfiriiptfil.

(i. Tlw ^fiimnr'ial utminn of Eiujlinh aifricultiire miil

ItH iujliu'iu'e oil /troffrettH

For a lonj' whilf ajjriculturf dnfl mininjj ha<l bffn thf only

imliistrifs, ex(H'j)t those connfftcd with shipping,', in which large

capitals had b«'fn eniployfd. In Ixith of thcni nearly the whole

of the capital iiff'f'd had hcfii dniwn from the ruvcniifs of

thf tfrritoiia! magnates, to whom thf soil and thf mirifral

strata hejow it .ilikf l>flonged : and though, as has ali<ady been

noted, niininir took ver\ early to joint stock finance, agricultur*-

inovfd persistently on its old lines. The direct economifs to

he got l»y the aggrfgation of l.irge arffw of land under a singU'

mtiiKUfement were small and doubtful, lint the- ownership of a

l.irgf area of land gave .soci.il prestige ; and (especially in the

himdred years ending with the Reform Bill of ISH'i) it gave

jH)Iitical power and access to well paid {)osts under Government.

It then-fore attracte<l rich men, more particularly those \ ho

wishfd to liiiy their way into good society: and thus the

aggregation of ownership tended to provide the l.ind with an

abundant supply of caj)ital needed ior the exjM'nsive imjirove-

nients towards which .agriculture was steadily making its way.

"Farmer (Jeorge" promoted the tendency to think that siiper-

iliious wraith jnight givi' a high ri'ttirn in the pkw.uiv of

owning a large pro|)erty well devfloped, ju-t ,is easily as in that

of owning a castellated mansion. And though no outlay wxs

approved by those whose opinion was most worth t .uing, unless

it aimed at a financial success, sutticient to lead other agr-

ciilturists in the Siime direction ; yet men were williiu' to risk

capita! freely in experiments which might yield no good nturn.

except in showing the way to others better coriceived aiiil more

fruitful of gain.
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I, III, 7. Some i)f thew vciitiirt'H miigt b*- tried in the fir«t instance

iin " th«' home farm. " But thone which iMltJed to the value of

the land and itH buildings, and not merely to the current How

of Ktock or crop, could be wifely mtwle wholcHjde by the lainl-

uwner for hin tenants; the English Hyntem under which the

tenant lookM to the laiidlonl for the provimon of buildingN and

of capital to bt' sunk in the lantl was {HJCidiarly appn)priate to

the transitional stage in which agriculture then wiw. Except

in drainage, water 8U|)ply and road making, it might be true

that an additional £10,000 ajiplied in th(! improvement of

1000 acres would not give better returns than £500 applied

with eijual skill and intelligence in the improvement of 50 acres

:

but, as things were, the £10,000 were more liki'ly to be forth-

coming for the large pn)perty than the £.')00 for the small , and

on the whole they were likely to bt; applied with a broader

intelligence, though perhaps not with as much care and know-

le<lge as to details'.

7. T/te merijiiuj of Eiujland in BnUiin.

Henceforward it will be best to speak not of England but ol

" Britain," as short fur the " United Kingdom of England, Scot-

land and Ireland."

It is indeed true that the main trend of the industrial

development of the eighteenth century and a considerable

part of the nineteenth was the result of work d(me south of

the TwH-ed. The great French war however fused England

' Of couree thin arrangement has its difUcalties; as is shown by the agitations,

which have recurred at intervalB during more than a century on the part of

tenant farmers, for increased xecurity against the appropriation of the land :

bat on the whole there seems good reason to think that it will hold its own,

when properly guarded, against all others, at all events on British soil.

Ah to the growth of the demand for large capitals on agriculture reference

may be made to Mr It. E. I'rothero's Knylith Farming. He quotes (p. 20t)) frum

Arthur Young:— "Where is the little farmer to be found who will cover his

whole farm with marl at the rate of 100 or 1.50 tons per acre? who will drain

all his land at the expense of il2 or 13 an acre 1 who will pay a heavy price for

the manure of towns, and convey it thirty miles by land carriage ? who will float

his meadows at the expense of Jt,') an acre? who, to improve the breed of his

sheep, will give KKKl guineas for the use of a single ram for a single xeason ?

who will send across the kingdom to distant provinces for new implements, and

for men to n=e them? who will employ and pay men for reridinj- in provineer

where practices are found which they want to introduce into their farms ?
"
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(in<l Scotlarul into ii winf^lc country in Mi-ntinn-nt and in 1,111,7.

ftcticn. Thf triulw of Ircliimi wiw n-jfiinlod in miino iiifiwim' iw

on a (litferent t'lHiting from that of England, cvon ail«>r the

^(xmIs w'lit from one to the othrr had ct>am-d to Ih> ruckoncd

ofticially iw " t"X|K)rU'il " : but fn»m thf lM'j(inninj{ of the

niiU'tfcnth ct>ntury England and Scotland had bfcomi>, in fact

at* well rut in name, a single country with one national spirit in

ngani to economic problems generally, and esjKJcially those

which related to trade with the rest of the world. The chief

agencies in this unification were roads, railroads, and common
work in financial and colonial enterprise.

Lite in the eighteenth century g(X)d roads began to connect

the Lowlands of Scotland on the one hand with her own

Highlands, and on the other with the Northern counties of

England. The more potent influence of her railroiwls did not

become eflfective till the middle of the nineteenth century

:

but meanwhile her blinking had established its preeminence

as a safe and efficient means for enabling a country with only

a very little free capital, so to economize its use, that those, who

were endowed with good busines.s fiwulties, could g»'nerally

obtain control of the means needed for giving them effect.

The English system of banking was very inefficient in this

direction ; and Lancashire industries were largely financed by

their own Bills of Exchange with but little aid from the banks.

But the Bank of Englaml was already the centre of stable

inttrnational finance : and the Scotch system owed its com-

bination of economy with efficiency to being able to lean on

English support in international trade. This fact made for the

Commercial unity of the two countries more powerfully than

appears on the surface : it went together with the security at

home and on the seas, which both derived from the strength of

the British navy and army.

But perhaps the strongest force making for unity was the

leadership which the special bent of the Scotch genius, aided

by a superb system of national education, achieved in pioneering

the expansion of the British Empire. Scotchmen have had a

much larger share, in proportion to their numbers, than

Englishmen proper, in discovering what parts of the world

offered the beat field for western enterprise. They had com-
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1

I, III, 7. paiativuly little share in the foundation of the early " Plan-

tations": but they knew how to rise to difficulties, and how

to make their way up from the ground till they st(K)d at

the top of great ventures ; which, though often rifl^y, have

yielded very high returns. So they have grown nipidly in

wealth : they hold high places in almost evi'ry psirt of " Greater

Britain": and their influence in finance generally is mon'

prominent than that of any other group of people of similar

size, except the Jews of Western Europe, whose metital apti-

tudes are indeefl in some respects similar to theirs. They

.ire preeminently leaders in agriculture: where their widely

diffused intelligence has long worked on lini's similar to those

on which Danish agriculture is being developed. Their manu-

facturing industries hold a high rank ; while the ship-building

on the Clyde, and that of the Scottish colony at Kelfa.st, an-

unsurpis.sfd. England and Scotland are now one.

In'land, other than North Eastern I'lsti-r, has sntfercd

grievous wrongs: and lias done not a little wrong herself.

When England's tardy atonement for her wrong-doing has

borne full fniit, Ireland may become, what she has never been

vt't, truly united to her: liut the large econemic developments,

which may be hoped fn>m that unity, lie beyond our present

range. The fact, that she hius already develojK'd the economies

of cooperative dairying in advance of most other countries, is

one of many that are of guod augury for her futui'e.

If
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CHAPTER IV

UPITAIN'S INDUSTRIAL LEADERSHIP: ITS LONG
FREEDOM FROM CHALLENGE

1. C/utrarfi risticK o/ mnilcni >n(iuit/uctnriii{f prortitmH. I, iv, l.

The present chapter aims at setting out the essential ilitter-

once between Britain's inilustrial leadership and those whieli

preceded it: and at indicating the combination of causes which

.nabled it to .ndure long without effective challenge.

Ivct us look bitckwanls a little, and torwanls a little. The

general features of the new industries were governed pirtly by

technical causes, partly by the sjiecial circumstances of the time,

and {Kirtly by the [xculiar chanicter of Englishmen. These

three diverse iiiHuences made for the sjmie result; viz. the

niiussive j)r<Kluction of things so uniform in substance and in

sliape .'IS to give large scojk' for i>lay of the economies, which

the sfx'cialization of maniud tasks had been developing for

sivenil centuries with ever increasing intensity throughout

Western Europe. Englantl lagged long behind: but she came

up with her rivals in the seventeenth century, and was to jmiss

them in the eighteenth.

When a cyclist is le.irning to ride, each .idju.stment lu-eded

to sjive him from falling demands the whole attention of his

mind- and yet practice enables him to make such an adjust-

ment, while thinking of other things and wholly unconscious of

the unevenness in the road or the puff of side-wind which has

demanded it. Again, as Prof Biicher's Arbeit und Hlii/thnnis

has shown, nuisical rhythm has been called in to the aid

of olemtntarv industrial work by ahnosi all races: and the

Englishman, even when not specially musical, has ever been

prone to an exact regularity of movement, a tinn ciMinlinatioii

§
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I, IV, 1. ufi've ivixl hand, thiit hnve in them something of the rhythm as

well a. the regularity of machinery. The crass-bow was a

nearer approach to a machine than the bow of an English

archer: but the ceaseless flight of English arrows, each straight

to its aim, was in some meiisure the mediaeval counterjwrt of

the (juick uniform flow of bullets from a mo<iem machine gun.

In early times an Englishman's stunly joy in the feeling

that whatever his hand found to do, he did with all his might,

hiul been mingled with, and marred by, a proud and dull

contempt for whatever his hand had not as yet taken to : and
he hatl been a slow learner from foreign artisans. In the

eighteenth century he had not freed himself wholly from a dull

sense of superiority : but he was much readier to learn than

before: the Revocation of the Edict of Nantes in 1(385 w;is

a chief incident in a sustained policy of Continental autocnits,

which rid them of sturdy subjects. More than half a million

of the ablest of them came to England, bringing with them
that knowledge of techni(jue, which was most needed by her

just at that time. In particular the Huguenots taught her

to maki' many light glass and metal wares, in which French
genius exci-Ued : and in a very short time such wares, ma<Je by
the coal which was then coming to England's aid, were being

sent to France and sold at a gotwl profit. She was then well

on her way to "outrun her t»'achers," as Defoe said: she out-

I)aced them in energj-, and she outpaced iheni even more eon-

spieuously in inxeiition.

Put England's chief strength lay in heavier industries, and
the eighteenth century hardly sufficed to make ready for her

chief work in hi'r most aj)pro|)riate material. For even at the

end of the eighteenth century, the reduction of iron to

sfandardi/ed primary forms, suitable for further prm-esses of

st.imlardized pnHlucliori, coidd not be etfected eiLsilv, nor on

a large scale.

The particular route on which English imlustria! ti'iidencies

found development w;is detiriuined by th.- fact that textile

materials j^re delivered liy n.itur.' in st;uidardized primary forms,

well suited for massive change into standardized finished

[)rodni'ts. Cotton, wool and other fibres ,ire tine homogeneous
cylinders of dif^'freiil shapes. Ci)tton is flat, wool is round ; but
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Ixith lend themselves t«> be laid imt in onlerly array by

machinery, ami thus to be spun into yarn. Yarn is a homo-

geneous cylinder of unif'onn diameter and unlimited length,

jK'.-fectly standaniized : it is ready to h^^ at once further workt;<l

up into stnndardiz.ed cloth by standanlized machine"-, which

can be driven by the blind force of nature, being de|x?ndent

on the guidance of intelligent fingers only in its minor

details. This is the fundamental cau.se of the s«'ries of (juick

leaps, by which machine-made textiles bounded beyond the

reach of the comj)etition of more primitive forms of industry;

and thus .set the tyj)«' of that metho*! which spread fii-st over

nearly all England's indu.stries, and in the course of time over

those of other western countries.

The essence uf the n'.eth(Kl wxs to watch the action of the

human hand in fingering the wool and in twisting, and drawing

nut the yam; or in throwing the shuttle, and making the weft

lie comfjact; or in hammering or drilling iron ; or in afiy other

operation that needed to be performed many times in the sjimr

way. Next the work was divide<l into twu {)iirts, that which

was absolutely monotonous, .ami that which had ai\ element of

variety. That which was various was left pnivisionaiiy on one

side to be still done by hand : that which was monotonous was

further studied, broken up into {vuts each of which was a simpK

•iiiiv.Tiient of the finger, or the hand. It was known that all

w.rk of that kind couM be dime by a wooden or steel finger or

cnink of some .sort ; the oidy ipiestion was whether the trouble

of isol.iting oni' or more of those tiusks and making a .sejjarate

machine for them would be ailetjuately remunemted.

P>ut, that was a vnst undertaking, not to be fully griisped

at once: its difficulties will mdeed m-ver cease. In the early

iun<'teenth century it had not made very great way: thi^

lutomatic .agencies, which play a great pari now in spinning

mills and weaving sheds, had not been developed: there was

still ,1 great, deal of purely mechanical work to be done, which

demanded no strength, no disiietion, anil not even a very high

degree of promptitude. Thus tlu're were opened out, as the

aifiriegate output increased, a dispropirtionally large number

of opportunities for the work of young chil<iren . and as the

Hew deinatid api)eared m the tii-si iiistaiici- cliieriy in places
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.").S IIKITAINS l\l>l STItl Al. I.KAIiKHSHll' : ITS I'KKSl.STEXt'K

I. iv. I. whcir till' Mcttlitl |M>|>iiliili<iii Wiis sciitity, this (It'inaml had vitv

ilisiisiripii-i iiMill.s'.

M. ( l,,iiiuitl staiiiliiidi/atiuii sjucad IVmii i>iif j)n>fcs.s in

aiiiiihi'i III thr saiiic ill<hl^4t!y, and t'ldiii <>iu' industry t<> aiiotlii r.

Ami ^ladiiallv il wus fuiind that thr machines, adjiistcil to

^i.iiidardi/rd Work, hrlpid mii' anntlifi' ; bccansc the iinilnriiiit y

>( ihc iiiiMlui't, when It Ift't uiu- niachint', suited it for In iii^

ii|iiialr(| lis till- nf\t. So proj^ri'ss wi'iit on i'niiiidati\fi\'.

Kaili >U\< tniward niadt- the lU'Xt simpler; uikI by slnw steps

were exuhed thercmt iii it ions of t hose si'iiii-autoiMatlc machines

.it ilie pieMiit liay, eai'li <it' which prrtoniis a great many

opeiatioiis one alter inotlur on the material ted into it. Tiiiis

ilie liiik> wli'ih had to he tilled in hy hand work hceame eoii-

>taiilly tewei ai.d >hurter, till in some hranches of industry there

' III I'.i'ok II iittcntiiin will bo Jriiwii to modern ilevelninaentti of nifctianiciil

U'cluii.|Uf, whioh tiiiii DU the [kiwit of A iiiai'hine to use many handti in-tf:i'l "f

two, aiitl to jH'rforni o[Kr»tii'nn Ivy. ml tlu' ri'iich of hiiMiaii hands. Wool w.i^

the mutcriiil to which the chii-f uiMiitioin wtro tirst iippHtHl. Kvi-ii &* late as

I7s.<, cotton io»t U'll. a jKiiiiui, anil yet tht- value ot the woollen (lUcluitinL'

woi^letll (iioJucts of Kuf^laii.l was then nearly twenty times a.s ^reat a» that i.l'

till cottons. 'I'hc export of her cottons -iirpasses that f her woollens ear!y m
the nineteenth ceiituiy : but 'he total value of her cotton product* di'i not pass

tluit of her woollens. , for futtiier lactn sih' Kllisou, ( '.irroii iniiii' i-f 'iiv.i?

/.'/i.Miii, eh. \.i 'l'i:i intlueiice of early iiiiprosements in textile iiianufaeturi;

wa> tbeietoie most coii-pici;ou< in re^arii to wool.

I'hc hi-tor\ '(' textile inventions and their ri'suits w ,n brief us t'ollo«>:

Ka> s K!\ Shuttle iml I'aiii - spmnuii; by roii, rs be).'aii in 173s a series of

iii^iiiiii'iis a- to ^I'OiMiii,; . winch wie^ cont.naej by Har^Teavc s spiun.i;/

jenny, .Vikwri^bt - ini r'e,ement.s in ietail. .iiid Conipton s spiunink' ni>i!''

iKTVt . t'h. se together ^.-raduaily mcreiii^ed the facilities f^r spmnirik' -"o luueli

thai yarn wa,^ superabiuuiaiit . b.>r indeed " one <pinuer in Isl'J could produce

a> n;uch ill a .;iMn lime a.-- Ji o coai.i iiaw- pro.iuoisi before the iuveutii;h wt

llaj i^reave'^ j'liny ' MIIiso.m. " . p. ."iij.l (.\?n.seipieritiy weavers* skill ro-^e ( t

a lime to a 'e'ativiy hi^t! va.ue ind t vi't number L'f them invt *ted tioir

cauilal 111 iiaii.l Iconic and m iTiain t skii.'iii iu.i.^iery of tin-yi. Bm n

ITs.", c'ron^iiiii - po\». ; ...n; in.tiariii i ri\M~ai oi loi- pr -ei^s Tile i.aiii

'ooin heiii "s 'Ml ti'i % l.iii^ -si.-l' i-.i.:'.l> 'caLi'i tne i o-A'T I'.'om was -i...v lo

U'a '! now :' .-.ax til' wt :t to lie c-"mpiict.v on :!ie -varp but Mie iia; d b" tu

weaieis «a>* i.ieir eiiiijioyni. in _Tai'iai;,'- 'U'- tmin, till ;ii l->4lj fe-v nut oei

OI i)^l!lla^l nun reina.ll'O :; r.r n.Dl^ti'-. I'iir .i;>.^ ul inpiovmeli; ov lin

n.in.,1 ^pi!in.:.~ n.iii ml iii. o viiv -,: u.^iv :.-ii bv-ea.;-'- liit-y had iiir..-

• |'ee..i../id -k;li. .lui man;. ! Hum ba i -"iiie aitertiativi em[!ioym. ut nut tiie

nil' 'I tile haini bu.'m wea".' r^ vis '*> 'i it^u'ai. M^auwiioe Ine puwei b out.

.i.ioeii Ul ine (liiiiii oeiii, niid i:t»'n .toie lo inborn i.i .ne .a.-( uiiput if varn

•. .xci
I

; -ucn a.- va-i ipoi'ni ; nneu ill ny tli, <team -i ininn^ 'mils ind

liial can-iii i ii~i'i-fot';. iiaie i- man i :'"r jiiiidr* n - aui ur. vnnii w.i.- lo

tH.cuiii<. > lau. iiai juiamav of the Urst ruei.
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w:iN little ti.r the lniiii.in Imnd to do, .xccpt t<i ud its .i kind of i. iv, 1,

(ivcrsftT ()V<i- thf itiiicliims that sv.t.' its stivanis. Tnic<'M ot

the iiu'lhod can iii<li'«d l>o loiind in nearly all niccliani'-al work,

aInioMt from the dawn ot civiiizai ion ; but KtiKliUid ai>|)lied it so

systeiiiatifally, with so iniich resource, and to tasks of siich

ina^'riitnde a.s to make il liir "Wn.

The ilemands of forci^'n iirmie>, not excluding' the rrciich,

for stroiiK solid clolh of s!;iiidardi/ed jtattern, ;,'ave a i^rpeat

-tiiiinluH to the masMve |iid(liiction ..f In r woollen factories.

.\nd the ^ast consiiinption of lait(e and small arms, and their

.iiiiiiiiinitiMn, added mncli to the value of mechanical appliances

t.,r thi- whole-ale manutacturer >'f metal pKnlueiv. ,ach of

siaiidanli/ed form an<l lit t irijf accurately wit h others'.

Thus productio'i hecame ever more mas^-ive; till at las;

a single l)usiiM->s rei|uired so extensive a plant, -.. larj,'

operative >taft and so plentiful resources as to ln' hevond

raiij^e of aliv Inn a |ioWeri'ill capitalist (or a union ..t sinal!

rM|iilalists III j'liiii stock or ' ( peratioti ).

This last sta^n- deve|..peil slowly, lintish waterjiowr came

generally in siirh •^inall drililets as n.'t to fai'ilitate the ejvetioi.

nf very large lactorie', even iii the textile indu-trie.-,. Ma.s.-ive

production in the full -en>,. ,,f the W(.rd was a creation ofMeam

power; ami, as we aiv to se.^ shortly, the total steam jiower used

111 iiiamitactures (the mining ami smelting industries lieing left

.lilt of account) did not heconie very im|M.rtaiit till the second

arter..t the ninct.'eiiih century My that time railways had

lecoine no mean competitors with factories in the consumption

of coal ; and were lieginnii to become the chief lactor ot

those eonveiiieiices of m;irk.'t iiig. witliou! which massive pro-

duction (ill the full scn.se ot th.- term ul<l not have been

de\clopi'd-.

Soinl.iirfs A>i,;( iih./ A'<i;.i '"?'-"''•• licviUjps tin- iin.l i>tli>'i i.l:itinii - 1" H'.' n

>A.ir :in4 ciijntaliHtic ((•iic ntnitioii.

I'lio tcxtil.' nulustiiiK 111 l.s:i;l iisid HtiiiliJ tjiKiii<:i iif Tl.lieO h.p. itilu

Wiit.r whr, Is, ito., ..f •-';), (10(1 h.p.; in I'.IOT llic-,v ii^^'-'i ti-iiks iiiiiiiny li.isfii on

-I, iim jHiWii, I'l .'.{iO(t,U(hi ti.p.. ami tlii.n wiis liiu ii .niarli t ef tli.- lotiil li.p. in

mlu^trial usis, ulhiT tlmn luiiiini.'. Tin' conclusmn ili.it in ls:i;i, tlic t.-xtil.-

ill luslritM ui o' lli.> <-)ui f ii.sers iminini; anaiii l)rui|4 irft .aiti -I suuiii iiia.liin.-i\

rt siiiTCHU'il liv th..' fai-t that vwn in IH-H th.-,v owned tluf. f'.iinli- >( all tlu-

fftf'tdri.K whicli rmplo.vcd mnrc than :!>() pt'r^,n!<. S... < ^t,>::> lifimrt for

ls,",l. vol. 1. pp. L-cl.xiivi ccixxix.
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I, IV, 2. 2. JAt massive results at which English invetUioHs

vere aimed, eaUed/or simpliritij in method and machinery ;

InU that could sebhnn he reached without workituj patiently

throiujh complexity. Nearly all of them were associated

with uses of coal and iron in makinij and driving the new

appliances.

Although foiil and iron were not thi' original cuusch of

Enghmd's leadtrshiji, y«'t all that inaki's that hNwlershij) uniqiu-

in thi* world'n histiny was jmrtly <le|)t'ndent on tht-m. Without

thtni «ht> could at best have attained a proniinenct' like that

of Hollan<l, and on a rather larger «calo. With their mighty

aid, she has pioneered so strongly, that the leading ide>is of

those ineohanical industries whieh are transfonning the worhi

to-dav are fundamentally hers. But iron, the material of all

these iixiustries, was largely used in England because she had

large uses for it; though she had not a jilentiful supply of it.

Iron is the great sjivcr of tiiTie, and the chief engine of

thorough solid work ; as well as the chief material of those

subtle and jjowerful engines an<l instrunu'nts, in which modern

invention has found its sc(j[)e. Its strength, otticiency, and

perhaps its hanlnes,s, were appropriate to that sturdy resolute'

Norse character; whieh, having betii revived by Puritanism,

Wiia working under tht- surface, even when thi' higher ranks of

society were dissilute. So thi' English insisted on having iron

t all cost. To make it, they burneil down their own oak

rests and those of Ireland, till their supply of new ships was

iperilled : and then they bought it from abroad, in s|iite of

high price, so insistently that they consume<i seven times as

iiiueh per head as the rest of Europe'.

' III 174<» it was tifteen pounds BKaioHt two annually on the Continent.

St>e Sir J. (lui'Ht's ovidciicc bcfure the Cotnniittec i)n Import Duties in 1840.

ThftnkH to her Norman comiinTors, Ennlish smiths had early been famous.

Hut in the Middle k\n^* licr iaok of metaUur^icul skill caused iron to be nearly

as costly as brass and tin ; so that its u.^o could hardly bo afforded in farm

iniplement-i and carts. Blast furnaces were introduced early in the fifteenth

oi'iittiry, atic) Kn^'laiid soon did a \iuv.'' export trade in iron caunou. Iiste in

the hivinti'ttuli it.'iitury her supply of oak for smelting ran sliort ; and in 1740

her output of iron wiis hut 17,(HH) ton^. Iron was smelted by coal on a small

scale by the lurmaii Sturtevant in ltjl'2 ; and by the Knglish Dudley in 1(>'21.

l>;iriiv (bveio|s'J it a ceMturv later. Hoebuck's improved blast came iu 17t)0;

Cull s ruUini-' mills and pudillinK proiV'ss about 17H:l.
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INVENTORS WORK UP THROUliH COMPLEXITY TO SIMPLICITY <)1

It was not till the middle of the eighteenth century that 1, iv, a.

some old inventionH for smelting iron by c(ml bore much ]»rac-

tical fruit. But from that time onward English agriculture

and manufacture have ha<l practiaiUy unlimited supplies of the

main implement needed in economizing human labour, and in

applying the force of waterfalls and steam iM)wer t«» the heaviest

and t<) many of the most delicate tasks of industrj'.

A special bent of the English genius had shown itself in

the multitude of ojterations to which water power, often supple-

mented by horse ixtwer, had been turned. But the steam engine,

before Watt's improvements, was too wasteful and awkwanl to

be ai){»lied exct-pt for pumping and similar work. And so great

was the leakage of steam from imperfect cylinders, that his

inventions by themselves would have failed to make steam

power very cheap; if Boulton had not tniined up a genemtion

of mechanics, and of master mechanics, who could make

cvlinders and pistons tnie. The work of Boulton and Watt

belongs wholly to the age of iron; it would have found no

jii.i.e in the age of wotnl'.

W(H)<1 had indeed been the chief material by which Holland

liiid worked her way ; and wo(h1 was till recently the material

of the ships that bore England's commerce. But her complete

emancipation from tutelage coincided with and was largely

caused by her luivstery of iron. Her exports of iron pro<iucts

have never approached in value her exports of textile goods
;

and vet it was in iron industriis, and not in textile that the

torce of her chanicter wiis most fully shown. And indeed the

later and more complex, though not the earlier and simpler,

stages of her i)rogn;.ss in the textile industries depended on tlir

iiiiisti-ry of iron, and have been thought out lari,'ely by workeis

in iron.

The leading characteristic of Knglish inventions h;us iioi

' Arthur YouiiK in his Tour timiurik the Surtli I'J l-.iiihuiil, 1770 (vi.i. iii.

\). 14), ttlU UB about tlie Crawley woiUk at N. wcusti. supposed to in the

KreateHt mauufiictory of the kind in Kiiroiw.' whirc tUey made aiKtiorb

wciKhiug 70 cwt. ; and there were to be seen '• copper rollt rs lor S(iueezinK bars

nit.i hoops, scissors (orcuttinj? bars of iron, turning crane- for movin(? anchors

into and out of the lire, and tlie beating hammer lifted by il.t cops of a wheel."

These Were " alt moved by water."

F-||
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I, IV, 2. hcfii thi'ir in^enuitv. For indeed the inechimical olockM and

ilh. itoinata of Hvzanti <l ..f (i <l KiTinaiiy

shiiwed an injjeniiit y, im'rea«ing tlin)iij,'li several ceMtiirieH up l>>

the ei^liteetith ; which has imt been surjMiHsed, if it has l>e«>n

e(|ti.ilied, in Knj^land. Hut each was a Me|)arat<' work of a

master mechanic. Kven late in the eijjhteenth centurj*, the

resoiuces (if mechanical enjjineering did n<it reach out to the

n\akinjj of complex n\achinerv on a large scale, which could Ik-

de]H-nded on to do its part without fail, tpiickly.and at the right

time; and thus create new masterpieces with little aid from

the human hand'.

Another special hent of Knglish genius showed itself in the

resolution with which inventors sought simplicity: their in-

genuiiv had not completetl its task until it had etface<l nearly

all traces of it.self an<l left behind no detail that wius not ap-

parently simple. Such complexity as remains is chiefly in the

organization of the factory it.self as a whole, and in tht' adapta-

tion of each |tiirt to others with which it needed to ciK>]>erate.

Massiveness of work li.is .some drawhiwks from the six-ial

poitit of view. Hut it maile Kngland powerful : it carried ht>r

through the great French war, and enabled her to subsidize

nations with greater natural resources than her own. And
incidentally it gave hi'r for a long time almost a monopoly of

inilustrial invention. She moved forvvanls, the rest of the world

followed.

Tht' Knglish insentoi- \\as at an advantage in being able

to make a long series of working moilels of each invention ; and

to improve and .^implily them, till they were bound to corxpier

in competition with hand work : but tiie (ierinan or the French-

man couiil not. Till' Kiiglishman eouM att'ord to sink capital in

ixperiiMiiils iiiiire 1 asiU tlmn liiey cuuid. For he had access to

a gre.ii \ariety <>( lii-lil\ skilled aiti>ans, with a growing stock

lit engines c.iiml)!! of' \\.-.;k iiiiife exact than the work of the

' Ni'vtithileH.'* It Hii'iii-. pii>i>iii.i. timt US imicli liaiii tliouKlit went into tlip

ohToiKiiiiitti III tin- l\nj.'lisli!iiaii, liihii lliirrison, in tlic niijilli' ii( tlie

I i(.' itt'eiitii iintury, hh iiiti) in iu> liut-'t' toy cliickri. The list of KnKliinJ'R Harly

ii"lits to fii!i i^jii iiiM iitiiiK, i'si"ciiilly in Ktaixl to minini.'. Iihk txen somewhat
iiil)iri;cii liy W li. I'ricc'H Etuili"}! /inli'iils ni mmi.i/xi/v. An inntrnctivt) account

111 Kii;;lHn'!'n reunoinii' ilfVclopment (iiiiinn tliis pirioil of tile nicrtiaiiical in-

vmtii.ns 1- L'i\iij by Dr Chijiliain in Tlif {dfihi iiliii' Mmii'ru llittortj Mil. x,
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hiiinnn hand : thus evorj- fxp'riim-nt cost hini 1i«hm; tind it whh I, n, i.

txjTuUd laori' t|uickly, mid fur inon- truly, thiin it ciMild have

been anywherf <>!«(•. When at last succ«>«« hsid been fully

arhii'vcd, the new nrntrivanpf could Iw maniifacttin>d nion'

cheiiply ; and could he ajiplifd in production on a scalt« far

grwitcr, than in any otht-r country.

The nicthixlH of industry chang('<l so fast that the son of

a wcaltliy manufacturer, who had not exceptional ent^rgy and

adaptability, soon found hiinm^lf undervold by rugged but iH>wer-

ful men ; whom the banks were ever ready to furnish with

the cajjital needed for a (piick rise from the artisjins' bench to

.i iMKst of coniniand.

Such men, in spite of their ronsj)icuous limitations, were

adminvbly (jualified to <leal with simjile direct problems of or-

ifanization.and adaptation of mechanical means to ends ; and the

iiigh incomes, which they commonly earned, were but a low price

for their services to pnKluction. They retained their old simple

habits, sumetimes even eating the ])lainest foixl out of a common

bowl with their o|ieratives: and they oftt-n added nearly the

whole of their net incomes to their capital. The manufacturing

industry of Kngland was thus favoured for a long time, and on

a great scale, by a large supply of high chuss ability, which was

ixactly adapted to its needs; while it w.is to be hail for a rela-

ti\i'lv low j)rice because it had no access to any other ojuming

tor it,'' am'iiitions except mere business.

The industrial energies of Kngli.shmeri were imt indeed

eiitinlv given to the organizjition of their own work in c()ntn)l

of the forces of nature. They achieve<l a striking success in

potter\' under the guidance of Wi'dgworMJ, without the aid of

:in\ important new riiechaiiical devici' ; hut rather by that

(liiii'.tey of peiceptiori which had become consjiicuous at various

time> ill their \vooii-car\ ing ami otlu'r decorative industries, as

wi'il :i> in their literature.

.\iid, with all. agiicuiture leiiiaiiied their chief industry;

tliiir gentry threw cipial iiieigy into the chace of tln' lip\ ami

it impiiived methods ot farming. In agriculture, as in niaiiu-

I'artuie, they aimed at large measures, by whicii Nature might be

induced to use her forces on a great .scale in tlieii- belialf. This

was shown by Biikewell and othei-s, who realized that a n l;ili\el\

i i4
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(',4 imiTAlN's INDUSTRIAL LEADERHHIP: ITS PERMISTINCE

1. ,., 8. Hiiiall lunount <.f Inbour din-ctwl to itni>n)vinR the f()unt«in-headH

<.f a jfrt-at brewl "f t^UKk, w.»ul(l yi.lil an abun<lftntly incrt'iwi»g

ri'tuni. And u waH wh..wn by l\.k.' aiul othtre, wh" orKiiniii'd

inijin.vcHl rotrttioim; and—what wan no K-hs im|>..rt4int-tum.'d

horn- |)owcr t" lU'coiint in alt«Tm>{ thr oharacU-r of tho land,

anil making clay soilsiHToiiH ami wtrongtht-ninK Himily HoiU ;
an<l

again in drawuig how h<H'» to doan crop that hml bt't-n Hown

with nufhaniail iTfcisior). For gi>od and evil they wen- a|it

to (lisdain the C ntinenta! jteaNantH han<l work, and Ww jwUient

fare for jK-tty detailH : the ruinotm t.ndency of the fanner's wife

to withdraw henw^lf from the work of the dairy and othtT light

labour had not then become proiiiuuiit'.

;}. Tlw if
real war rrtariled BriUiinx tanumir j>rn-

(frcMt : but it thnw otfur Enropfan countrit* biirk, and no

«tietujt}iened her l€ader»hip.

Recent developments of Britain's foreign trade will be

considered in the second Volume: but a little must be siiid

here as to the external iiiHiiences which were acting on her

industry towards the end ! the eighteenth century and in the

fir«t quarter of the nineteenth.

Her ever growing ii^istery of the forces of natiire and of

technitjiie did not make wholly for the increase of her foreign

tnide. In so far sis it promoted her etticieiicy in those industries

in which she was already leading, it did indeed enaMc her t«. put

more of her goods on foreign markets at a jirofit to herself: and

thus it increased her trade. But in so far lus it h-s.sened her

relative disjulvantage in the pnHluction of those things which she

hafl been accustomed to import, it checked hir imports, and there-

fore her eN]Mirts ; and her trade increiused K'ss fast than it other-

wise woul<l have doui'''.

' Am late as IS.50, 92,000 out of a total of •22.),000 farmfm in England ami

Wales {i.e. 41 piT cent.) emplojtd no hind labour: SOOO employeil ten or

morr; while 5000 tiniiloyed •>{) or more. (See the (Vn«uj Report, 1851, vol. i.

p. Ixxix.)

i For instance, tlie application of improved pumpiug and lifting niaohinfiy

to Kngland's salt mines brought hir Halt induHtry from itn backward place. She

no lonner depended on the evaporation of wa water by the sun
;
and her lack of

the powerful sun of the Mediterranean Coast no longer gave her an import

trade in salt : later on, she obtained a relative advantage ana began to expurt

it. Huguenot immigrants, having taught her to make many light textile, glass
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A^in the jfniwing richnfiw of htT home markotti lowfred I, it, 8.

the a«t of prtMiiiction of thim; of her exj)ort« which conf()rme<l

to the law of Incretuting Return, nn(J then-fore enabled her t<» m-ll

iiion" of them abroad. But it acte«l in the oppoHitc way with

reganl to wheat : and her exjHirtH of that dwindled away in the

later yean* of the eighteenth century. Ah B<M)n iw her {Kipiilation

had once outgrown her Ninall Urritory, and had b«coiiie de|X'nd-

• nt on imjHirti'd foo«l, every further mcrease in its numberH
imreaMed her foreign trade in wheat; except in ho far as it wa-s

iounteract«'<l either by restrictions on imjiortation, or by im-

provements in her own arts of cultivation. The one raised the

lost of imiK)rted wheat and imiHiverishe«l her |H'ople; the other

jowin-d the cost of home grown wheat anti enriche«l her p'ople

:

but the two articted her foreign trade in much the same way.

By the end of the eighti'enth century the process <tf weeding

"Ut her imiMirts of those things, which she had learnt to

jinxluce for herself, wius nearly complete. Henciforwanl her

industrial advances were almost exclusively m iiidustries in

which shi- wius alnady leiuiing: and. therefore, excej)t when
they Wire checked by heavy imjHirt or expirt duties at home or

abroad, they added more to her foreign tmde than to her

^'tiural prosjMrity: that is, they increiused the jKrcenta^e of

her home pnKlucts which she exported.

And further her growing exjMirts of her cott<m, and other

go<Kis made of imported material, increast-d her foreign tnide

much more than in j(ro])ortion to the value of the work she

iricoqM)rate(l in them : because the value of that raw material,

us to which she was only middlem.ui, entered into her trade

twice, first as an import and afterwanis jis an expoit: whereas

the values of her exports of wool and iron, which were wht»llv

]ir(Hlucts of her industry, entered (tnly once.

The jK'ri(Ml of the great French war is very instructive as

regards nioiietiiry policy, btit net ;us reganis tnide. Fur, indeed,

the coui-se of trade was gMverned largely by military exigencies,

laid metal roo.Ih which nhe hiid proviouMly bou>;lit from the Fniich, her trucW
ill some of thi'He Ko^ds wan alinoKt su»jK'nili>(l for a tiiiii' Init Inter on, when
>hc wan seiidiriK thciie (loods to France, liir Kr<J*''»;^ fkill in Hmall metal work
increaHcd hi-r trade. Thei-e lactn, and suvenil whicli fuUow, illustrate general
[)rincij)les iliscuHsed abovi , I, ii, 1.

M. 1. T. 6
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I, XV. 8. and by the success with which smugglers and others could evade

customs officers and Napoleon's cruisers. Partly for this reason

it varied violently and irregularly : while the import and export

statistics cannot be trusted, and cannot even be interpreted

accurately. It seems, however, clear that England's total exports

expanded more slowly during the war than before it ; and that

they consisted to an increasing extent of re-exports of tropical

produce, in which England's command of the seas gave her

almost a monopoly. The economic value of this monopoly was

indeed overrated at the time, and has been overrated since, in

spite of Pitt's protest'.

The war impoverished the Continent, even more than

England, and therefore did not lessen the relative advantage,

which she had obtained before the war, in those manufacturing

industries which required a large stock of capital. Whatever

of lasting economic effect it produced, was perhaps mainly

through its indirect influence in arresting her social and political

development, and even causing some reaction.

English manufacturers had counted on finding eager foreign

markets after the peace, but they were disappointed. The

countries, which had been the scenes of the war, turned their

energies to repairing its devastation : but, as iron was then very

little used for structural purposes, England's exports were not

in demand for them. There was a slightly increased demand

for ordinary metal and textile goods : but that did little more

than compensate for the cessation of the demand for clothing

and other necessaries by annies in the field. Thus English

manufacturers were really poorer than they had expected to be
;

and the fall in general prices, which followed the destructive

war, made them seem poorer than they were. But the springs

of prosperity were growing fast during those years when people

were most sad, and largely because they were sad. Twice

indeed they let their hopes get the better of their judgment.

1 He computed that iu 17'.I8 England's foreign commerce yielded to the

merchants and others engaged in it a gross income )." tl2,000,000, and a

net income of £3,000,000. (Lowe, State of England, ed. of 1822, pp. 24—2S

and Appendix 4—8.) It may be noted that Oddy (Analy»i» of European

Commerce, 1805, vii. ii) says that before the war "the French had greatly

more of the West India trade than we, and cotiM iindsrsc'.I lis on thn

Continent."



ip
."^t.-" ?1 '

.^iW-l

INFLUENCES OF THE FRENCH WAB ON BRITISH INDUSTRIES 67

They boldly exported goods to the Continent in 1815, and to I, iv, 3.

S " th America in 1824—5. But in neither case could the

g ,ds be marketed profitably. The crises of 1816 and 1826

however sobered the impetuous, and strengthened the resolute.

Men worked hard, and lived sparely: so capital grew apace'.

Capital was needed in ever increasing quantity by the

new developments of industry. For, though the stream of

inventions involving fundamentally new ideas had somewhat
slackened, yet improvements in detail flowed in at an ever

increasing rate. And the old inventions as well as the new
made incessant demands for fresh capital: partly because, as

a rule, about a generation passed after the fundamental idea

of a new invention had been grasped, before it was ready for

general use. Very often indeed another generation elapsed before

the details had been so far perfected, and the general organiza-

tion of the manufacture had been so far adapted to its powers

and requirements, that it could take its proper place in industry.

Thus the demand for capital in manufticturing and other

industries increased constantly throughout the nineteenth

century
;
partly because the constructive ideas of one, two, or

even more previous generations, were simultaneously growing
more powerful, more economical, more adapted to large pro-

duction and more hungry for fresh resources*.

' The great French economist, Say, made a tour in England at the close of the
war

; and he was filled with wonder, almost with horror, at the intense, restless

industry of all classes of Englishmen. "Everybody runs, absorbed in his own
affairs. Those who allow themselves the smallest relaxation from their labours
are promptly overtaken by ruin "

(p. 12 of the English edition of his Notes).
He finds the explanation of this hardness of life in his estimate that "the
Government had consumed one-half of the produce of the soil, the capital, and
the industry of the English people," ibid. p. 21.

" Thus in spinning, the fundamental idea of spinning by rollers came in

.:iO, but was not made efficient for nearly forty years. By 1780 the spinning
mule was in operation ; and the great fall in the cost of spinning a pound of
yarn came some time after 1784. Deduction being made of the price of the
raw cotton, this cost fell from nine shillings to one (for medium counts) between
1784 and 1812. The power loom had been invented at the beginning of this
period, but was not made efficient till the end of it ; and during the same interval
the scarcity of raw cotton had been gradually relieved by the growth of a new
source of supply in the Southern States of America. Consequently the cotton
industry increased more than five-fold during the next generation; and by the
middle of the century it had absorbed not much less than a hundred millions
of capital.

6—2
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I, IT, 4. And gradually a change in the nature of the investment of

capital showed itself. It is well known that in early times the

chief forms of immovable capital were improvements in land and

houses ; and the chief forms of movable capital were farm stock

and merchants' stores and ships. The water-driven textile and

other machinery of the eighteenth century absorbed an amount
of capital which went beyond previous experience, but was yet

very small relatively to the demands of the nineteenth century.

In the second quarter of the nineteenth century the value

of the implements of production which were chiefly made
of iron, began to outrun that of the current stocks of materials

to which they were applied. The value of factories and other

business premises began to rival that of houses. Coal-mining

took a place in the front rank of industries, and the building of

railways absorbed more new capital than any other industr}'*.

4. In the second quarter qf the nineteenth century the

growth of railways helped to consolidate Englamfs in-

dustries, and to expand her trade.

In 1825, when Stephenson's locomotive had not won its

great triumph on the Stockton and Darlington Railway, a Com-
mittee of the House of Commons published a Report setting

forth the nature of England's industrial leadership, and its chief

causes ; and among these it already found a high place for rail-

ways; though they were then worked by horses, or in a few

cases by stationary engines'.

I The only definite BtatiBticg available as to the distribatioD of capital

expenditure relate to joint stock companies : of conrse manufacture was almost
entirely in ths hands of individuals and private firms. But it is interesting; to

note that the new joint stock capital of the expansive years 1834—6 amounted
to a hundred and thirty-five millions, of which seventy were for railways, seven
for mines, eight for canals and navigation, ynd the rest chiefly for finance and
miscellaneous. See Levi's History, p. 220.

' The subject of the Report is the advisability of removing the restrictions

on the exportation of tools and machinery. It owns that all well-known kinds
of machinery can be produced abroad without great difficulty ; and that to prohibit

or put difficulties in the way of their exportation is in effect to give an educative
bounty to the growing manufactures of machinery of our rivals. And on the
other hand the price, which such manufacturers are willing to pay for drawings
or specimens of new contrivances, was so high as to much more than cover the
premium which insurance companies charged for Riiarant^^inH its safe exporta-

tion in spite of prohibition. The Report proceeds to argue, that in spite of the
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But from 1825 onwards a new impetus to England's economic I. iv, 4.

freedom, mobility, and energy was given by the opening of a
railway on which coal and other goods were to be hauled by
a locomotive ; though passengers were to ride in single coaches
drawn by horses.

The steps, by which Stephenson had made the engine a prac-

tical success, were characteristically English; and so were the uses
to which it was put. Steam railways suited the English temper;
and the configuration of England was specially suited for their

early work. There was no place in the world where they could
get at once so heavy and remunerative a traffic cs between
her various industrial districts, and from them to London. So
small are the distances between the chief centres of industry
that the six thousand miles of railways that were open in 1850
connected nearly all the chief towns and industrial districts of
England and Scotland. They carried goods and passengers at

charges which were much lower than those demanded by other
means of fairly rapid transport, though they were high when
measured by modem standards. They enabled perishable goods
to travel far ; and thus raised the price of many things to the
producer, while lowering them to the consumer.

They saved time and fatigue in travel. They enabled the
head of a large business, even if pressed for time and weighted
by years, to keep its outlying connections firmly in hand. They

fact that it is imposHibl<> to prevent foreigneis from using our best machinery,
yet it can always be a little ahead of theirs ; and we can hold our own. " Our
minerals have a neighbourhood, whence, from the proximity of railroads, canals,
and rivers, they may be conveyed with great facility to all parts of the kingdom,
either for home manufacture or exportation. Almost all our great manufac-
turing towns, and establishments for the construction of machines, enjoy similar
facilities

;
and thus, with the continual improvement of machinery, enable ue to

keep down the cost of production.. ..The freedom, which under our government
every roan has, to use his capital, his labour, and his talents, in the manner most
conducive to his interests, are inestimable advantages; canals are cut, and rail-

roads constructed, by the voluntary association of persons whose local knowledge
enables them to place them in the most desirable situations, and these great
advantages cannot exist under less free governm ats. These circumstances,
when taken together, give such a decided superiority to our people, that no
injurious rivalry either in the construction o,' machinery or the mannfaotore of
commodities can reasonably be anticipated " (pp. 12, 16 of the Report).

The history of British railways and canals is considered in Book III in
connection with the relations of monopolies to national advantage.
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I, IT, 4. were aided by parallel developments of the banking system, the

newsjMiper, the telegraph, and the postal service, in all of which

England was ahead of her Continental rivals: and they gave

her for a time a preeminence in the concentrated fsrce of her

internal trade and industry, and therefore of her external trade,

to which nothing in the history of the world had been com-

[)arable except the force which Holland derived from her water-

ways. They strengthened her industry in just those respects

in which it already had differential advantages, and thus in-

creased her foreign trade even more than in proportion'.

In the second quarter of the nineteenth century the Con-

tinent of Europe was no longer devastated by wars. Industry

was increasingly secure and free. English manufacturing

methods were introduced by English artisans, working machi-

nery that had been bought in England, or made on English

models; and in many cases, capital, managing capacity, and

operatives were supplied from England. For enterprise was

still timid, especially in regard to railway and other industries

which were still unfamiliar. Thus at last Ejigland repaid to the

Continent services which Holland haJ rendered to her, when her

low-lying lands were drained by Dutch capital, Dutch engineers,

and Dutch workmen. The Continental demand for railway

material, however financed, opened out a good vent for England's

(or, rather, Britain's) iron products; though by this time her

iron-masters found some strong rivals in Belgium and elsewhere.

These new railways facilitated her foreign trade generally,

in spite of the pressure of high duties on almost every

frontier.

Her trade, and therefore also her industries, were promoted

also by great further improvements in the art of ship-building.

But here the initiative came from America: and the history

of Britain's shipping was not altogether creditable to her.

The volume of her tonnage reached a maximum ai the end

' Other causes aided. The telegraph began to be a considerable force about

1840 ; just when the penny postage had been forced on a reluctant Government

by the energy of Rowland Hill. The first electric cable to France was laid in

1850. The newspaper stamp was reduced from id. to Id. a sheet in 1836 ; and

it remained at a penny till 1855. The advertisement duty was reduced from

3«. Hd. to 1: M. in 1833, but was not abolished till 1853. The tax on paper

was reduced in 1835 and 1839, but not abolished till 1861.

?^-'-
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of the great war, when she had a real monopoly of much I, iv, 6.

maritime traflBc: though her monopoly of trade was less complete

than is often supposed, and of course a large part of her

shipping was engaged in the service of the war. That level

was not reached again till 1840. For indeed the Navigation

Acts, which professed to foster the growth of British shipping,

had been counteracted by considerable duties on Colonial

timber ; and by heavy duties on foreign timber, which in the

absence of preference would have been much cheaper. The

world's stock of shipping was indeed increasing; so that Britain's

trade was promoted by low freights. But she herself built

very little more tonnage annually than her Colonies did ; and

the shipping of the United States grew rapidly till it passed

hers about 1850, just as the last vestiges of the Navigation

Laws were repealed and the almost prohibitory duties on

foreign timber were reduced to a moderate level'.

5. The growth of factories made prominent the evils

inherent in crude capitalistic control, but was not largely

responsiblefor them.

The "Industrial Revolution" in that special use of the

term, in which it is limited to che end of the eighteenth century

and the first third of the nineteenth, is sometimes associated

with the supersession of the merchant undertaker by the

capitalist manufacturer: and the large factory is apt to be

taken as the centre of that capitalistic exploitation of labour

which Karl Marx denounced as characteristic of the modem
age. But the ground taken by Marx himself is broader than

that: for he says: "Capitalistic production only then begins,

when each individual capital employs simultaneously a com-

paratively large number of labourers'."

1 The Navigation Acts incidentally forbade American produce to be brought

to Britain save in British ships : and, as America copied these Acts, both BritiBh

and American ships had as a rule to cross the ocean one way empty. But the

treaty of 1815 secured equal freedom to the ships of the two countries in each

other's ports. The operation of the Acts in their later stages was complex,

and raised some specially intricate questions in regard to reciprocity. At the

end, as at the beginning, much thought was given to their beaiing on the supply

of men for the Navy. See i)r Clapham in The EnglUh Historical Review,

1910.

' Beadds: "ThelaboarercanseUnomorethanwhathehas—i.«. hiaindividual
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I, IV, 5. We saw in Chapter III how the ever increasing distance of

the operative producer both from the sources of supply of his

material, and from the ultimat*' purchasers of his product,

rendered him increasingly dependent on capitalist merchants

for employment. The dependence was direct and obvious when
he worked up his own material in his own cottage. It was les.!

direct and obvious when he worked for a email employer, whose

resources were so small and whose outlook was so narrow, that

he could not afford to carry much stock and could not obtain

good direct access to general markets: but it was not much
less thorough ; for if the merchants could not, or would not,

accept the product on terms which enabled the small masters

of a neighbourhood to pay the current rates of wages, the

operatives would commonly be forced either to submit to a

reduction, or to go short of employment.

Moreover a small master was generally in a position to know
the necessities of each worker; and he was often tempted to

take advantage of that knowledge. In fact the system of work

for such masters, themselves under the control of capitalist

merchants, is familiarly described now as the "sweating" system

;

iiolated labour power....The capitalist bays the labour power of 100 men, and
enters into separate contracts with 100 unconnected men instead of with one. . .

.

He pays them the value of 100 independent labour powers, but he does not pa.v

for the combined labour power of the hundred " {Capital, vol. i. pp. 311 and 323
of Engel's English edition, 1888; pp. 28.5 and 297 of the sixth Oerman editionK

We must not stay now to consider all the implicationB of this argument. As
is well known, he suggests that the capitalist employer obtains a "Surplus
Value," consisting of all excess of production of 100 men working "co-
operatively" with all the economy and efficiency of subtle organization, over

a hundred times the production of an isolated workman. He is not troubled by
the fact that in some industries the "cooperative " etSciency of the hundred i»

more than twenty times their efficiency when working in isolation : and that in

siieh cases the employer would, on Marx'a showing, receive in profits about
twenty times as much as he pays in wages ; whereas, in many such industries,

tiie net profits are in fact not a tenth of the wages bill.

It will be argued in the second Volume that so long as there is active

competition among employers, each will be forced to pay as wages the equivalent

of the net value that the hundred men, working cooperatively, add to the

product: net, that is after deducting all other expenses incurred in the pro-

duction, together with profits on the whole at a rate which, on the average,

diminishes slowly from generation to generation. Thus the main benefits of

the efficiency of "cooperative " production accrue to the consumers : that is, to

the working ela-sses, in tn fur as tlu- ind-.iitry it wrvisird 'ith^'r dirfctly ur

indirectly in producing commodities or services which are consumed by them.

P-
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because it is commonly believed that a crude employer with I. iv, s.

small capital, suffering under pressure from above, will resort

without remorse to measures more harsh and petty than any

for which the large employer has, aa a rule, either the inclina-

tion or the opportunity. Recent investigations have however

proved that this common opinion goes too far: it does injustice

to a class of men, many of whom work hard for low gains, and

are by no means lacking in human sympathies. The employ-

ment of children at an excessively early age was common under

the domestic system: and, though they were for the greater

part under the protection of their parents, yet on the whole

the evidence seems to show that they were often treated by

their parents more cruelly than the great majority of the

children in factories were. It is important to remember that

workmen, who were paid (directly or indirectly) by the piece,

often handled their young assistants barbarously'.

' Defoe WM envioai of the Flemish beoaase their manafactures bad kept the

people BO busy that hardly a child above five years old, but ooulA do aomethiiiK

to earn its bread: be says that Henry VII when in exile {i.e. before 1485) had

been set by this on considering the great injury that could be done to them by

stinting the supply of English wool {Plan of Engliih Commerce, p. 136). And in

1671 Chamberlayne reported that in Norwich children from six to ten years of

age have earned £13,000 more than they spend, chiefly by knitting fine

atockings. See Hull's footnote to p. 308 of hia edition of Petty's Workt.

The elder W. Cooke Taylor ( Tour ' f'e Uantrfacturing DUtriets of Lancashire,

1842, p. 143) reports bow a ver man told him that in the days when
spinning was yet done by hani' d yam was scarce, and "the spinners were

the masters of the weavers. ..we /eally the days of infant slavery," adding:

" the creatnres were set to wort m soon as they could crawl, and their parents

were the hardest of task masters." The old man with oharacteristio lack of

reason "was indignant at the clamour which had been raised for infant

protection " which led up to Lord Ashley's great Act of 1844 ; and contrasted

his own hard life with " the light toil and positive comfort of the factory

children." See also Hutnhins and Harrison, History of Factory Legislation, ch. i.

Popular history underrates the hardships of the people before the age of factories.

The chief collection of material bearing on the subject is in the great

Report on the Employment of Children in Factories, 1832

—

i, by a Commission

under the presidency of Tooke, the great economist. It lays bare the grievous

sufferings and waste of life caused by very long hours, and the cruel discipline

which was thought necessary to induce the weary children to continue on the

move ; and the Commissioners and Sub-Commissioners are agreed in calling for

vigorous State intervention. But stress is laid on the fact that in many kinds

of hand labour "manufacturers" (the word being used in its original sense)

"work hard from twelve to fifteen hours a day to earn a bare subsistenoe ; and

tliis frequently from a very early ag-", arid in a state of ennfinemant which

may be truly called injurious to health " (Second Report, p. C). The evidence

~» .r ':
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I. IV, 5. It appears clear therefore that other causes must have

cooperated with the extension of the factory system to make
the fate of manufacturing workers generally, and of children in

particular, aa hard as it cert linly was during the two generations

in which the system was taking its present shape : there were

in fact many causes acting powerfully in that direction. The
first of these causes was a continued increase in the rate of the

growth of population : it was itself partly the result of the

constantly increasing separation of the labourer from the land

;

and it widened that separation still further. For a time harsh

Settlement regulations put hindrance in the way of marriage

;

but they could not be maintained effectively, and the popula-

tion of England nearly doubled between 1801 and 1841. The

deep significance of this increase at a time when modern pro-

visions for the comfort of large densely populated lands was

unknown, is indicated by the fact that, if its rate had been main-

tained for four centuries, the population would have multiplied a

thousand-fold in that time : and a million-fold in eight centuries.

Other causes of distress were the growing changefulness

and instability of employment : these were mainly attributable

to war; and to the violent fluctuation of prices, especially of

wheat, which resulted from it : to the growing separation of the

producer from the ultimate market for his wares: to that

increase of speculative trading, often on a relatively small

foundation of capital, which collapsed in an exceptionally rapid

succession of disastrous commercial crises; and lastly to the

increasing dependence of the cotton and other industries on

sales in countries so distant that news from them was several

months on its way.

This drift towards unsteadiness of employment did not

affect uniformly all industries, nor even all parts of the same

also shows that the worst cruelties were coofined to a relatively small

nnmber of factories : though frequently practised by overlookers, by far the

greater part of them were wrought by ordinary workmen on their assistants

;

e.g. by oottou spinners on piecers and scavengers {Firit Report, p. 45). Mr
Tufnell states that the expensive setting up of machines for carrying off dust

from the card-rooms and scutching-rooms, and ventilating by fans, and sub-

stituting a direct supply of steam for the old plan of raising the whole rooms to

an unhealthy temperature by huge fires, had been effected in representative

largf. factories, thnvgh nr-f thfn presmbed by law {SuppUmentari) liepvTt, Part i.

p. 227).
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induHtry. It has already been noticed that there was a time, l, iv, s.

at which hand loom weavers were ever pressing spinners fi)r

more yam ; another, at which the spinning mills, driven by

water power, could furnish more yam than those weavers could

use; and a third, at which hand-weavers were left almost

without any remunerative work. And farther, as Rogers

observed, the transition from farm work to factory work made

the employment of women more steady, without raising iheir

wages when employed. But it made the employment of men

less steady, even in those industries in which they were not

largely ousted by women and children. Hired men have always

been wont to spend their harvest wages unwisely ; though the

peasant owner has seldom thrown aside his traditionary caution.

The employee of a manufacturer who works for an uncertain

market, is apt to have frequent harvest-like orgies of work and

high pay, followed by long intervals of low-paid work or idle-

ncHs: and, if it happens that his wife and children are in

relatively steady work, he is likely to squander his high wages.

Thus families in the manufacturing districts, whose aggregate

earnings were twice as high as those of families at work on

farms, often lived in greater squalor.

This brings us to the darkest spot in the dark field of the

struggle of the factory system with a crude and immature

mechanical technique. The centre of the evil lay in the fact

that much of the work done on the new methods was within

the range of even young children. Later on the machinery

became more massive, and adult males won back from both

women and children many of the operations, that had taken the

place of the old male artisan labour ; and thus technical changes

facilitated the good work of factory laws. But there is much

pathos in the story of the older artisans, who lost the capital

value of all the skill invested in them, and did not live long

enough to see that later stage'.

1 The nmplicity of tbe firnt machines adapted for spinning, and their small

size, fitted them for being tended by children. The mills were by the side of

email streams, and had but little local supply of labour : and in ihe early

period of mill labour, apprentices from six to twelve years of age were prominent

among the workers. Oradnally a local population grew up, and apprentices gave

place to the children of neigbDonring ooicages. Later ou, steam power drew the

factories into the broad valleys and the towns. The machines for spinning
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I. i», 5. The technical conditions of the early textile factories ; the

war ; the high price of brea«l ; the rough mannem of the crude,

vigorous, keen-witted men, risen from the ranks, who had out-

pacwl and supersedtnl the older race of employers; and, last

but not least, the ineptitude of the governing classes in legisla-

tion and in adminixtration : all these cauoeH combined to bring

misery and degradation to men. women and children. The
cruel enforcement of English ideas as to land tenure on the

Irish population had largely peopled Lancashire with miserable

immigrants, who tended to bring other workers down to their

own low level. A blundering poor-law had made it possible

for pauper children to be collected from the workhouses of

town and country throughout the land and sent to the factor)-

districts in waggon loads, there to be herded without care from

father or mother'.

There were indeed large and ever increasing groups of

highly paid artisans ; strong in self-respect and sense of duty,

and rejoicing in a family life which for cleanliness, comfort and
sobriety compared favourably with any that could be found in

other countries, or had existed previously in England. But
the incursion of the offscourings of low-paid labour, largely

agricultural, from the South of England and Ireland into the

best hives of high-class industry, brought with it a degradation

baoame more balky, and reqoired gretter skill and exertion for prodaoing fine

connts. But children itill remained in the majority : though they were not
itrong enough for the heavier work, which these required, till a somewhat later age.

(This sUtement is quoted substantially from Oaskell, Artisani and Maehinery,
pp. 137—H'i, 1836.) An overlooker bad the boldness to tell the CoMmittee of
1832 that small children were preferable to those over the age of H; because
they had to stoop less to the low frames : and. on its beiiig suggested that the
frames might be raised, replied that even then the older children could only be
paid as much as the younger (Q. 3076—9).

' In 1831 there were 120.000 persons, chiefly Irish, living in cellars in
Manchester t lone, in fearful filth, often accompanied by a pig ; poor, wasteful,
and dissolute (Gaskell, I.e. pp. 82—3). Many more details are given by him

;

also by "Alfrjd" (Samuel Kydd) in his thoughtful and well-balanced HUtory
of the Factory Movement, 1847; and in other histories. It was rightly argned
in the debate in 1815 on the elder Sir Bobert Peel's Factory Bill that there was
need for stopping a system which could be so abused that a London parish
stipulated with a Lancashire manufacturer that "with every twenty sound
cl'Udren, one idiot should be taken. " Peel confessed that his own house at one
time employed n parly a thousand " pariah children (sopplied from Londoa.
Birmingham, and other populous districts."

Ii
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of the quality of life, from which the chief manufactiirinjj; I, i». «
ilistrici of England has not wholly freed itticlf. There arc utill

to be seen there relic* of the old time, when pnriHh children,

brought to Lancaiihire mili^ to earn money for which they were

responsible to no one, started a habit amon^ children, even of

respectable families, of "setting up on their own," as so<»n as

their earnings were sufficient. It was not eaiiy to exaggerate

the evils of many of the new factories : but they were exag-

gerated; and, in return, partisan advocates exaggerated the

great real difficulties which were involved in an efficient

reme<ly'.

The factories which were chiefly concerned in this conflict of

interests, had no special favours to demand from Parliament

;

they worked largely for export, and had little fear of competitive

imports. But it was strenuously argued on their behalf that, if

the Protective duties on wheat were removed, operatives would

be able to buy more frnxl with less money : and therefore their

real wages would rise ; and yet the manufacturers might get

their labour at a lower money cost than before. Some econo-

iniats supported this suggestion, and were often supposed to be

hostile to the Factory Acts ; but they were friendly to the Acts'.

6. Infinetices of war and Jiacal jHdictj oh England'n
indmtry and trade in the Jirat tud/ of the nineteenth

century.

We now pass to consider the influences which the war, and
the Hnancial policy associated with it, exerted on the life of the

Ijeople ; and especially of those classes, who were least able to

' For inBUnce, t)ie advocates of striugent factory reRulation were apt to

put forward exceptional eaten o( wrooK-duing as repreiientative of the general

conditioDH of factory work : its opponents brought forward as representative

the experiences of people, living in places in which there was a large low-(,i.:.de

population, who could honebtly say that the children, employed in some neigh-

bouring well-conducted factoriex, were the healthiest and most moral whom
they saw. Again some expert evidence was given to the effect that lingland's

lead in the cotton industry was so strong that, if the hours dnring which the
machinery was ri work were reduced, . je could obtain for her diminished exports

a remunerative price ; while other expert evidence contended that even a small

increase in the costliness of her cotton goods would close many foreign markets
to her.

' See Appendix K, 5.
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I, IV, c. maintain themselves in the face of adverse circumstances. The

dark shadow of the French Revolution had enlisted the fears

of the well-to-do classes on the side of their human sympathies,

in arranging a system of poor-relief, which inverted the law of

nature: for it made life least uncomfortable for those of the

labouring classes who were least deserving : and it caused those,

who had the least nobility of character, to marry early and to

leave the largest number of descendants ; and they in many cases

lived to become degraded helots in manufacturing districts.

Further, the capital required by war could not have been

obtained entirely by taxation without extreme measures, and

in fact u very large part of it was obtained by loans. The loans

could not be taken up abroad, so they came from the existing

stock of capital : thus making capital scarce for industrial pur-

poses, and securing high rates of interest and prorits to capitalists

and employers. Meanwhile the rents of landlords were raised by

the high price of wheat. Thus the incomes of the well-to-doclasses

were raised relatively to those of their fellow-countrymen by the

war: and, when it was over, they were left with a mortgage on the

revenue of the country. Under the circumstances, the revenut.

ought to have been raised by taxes which fell lightly upon the

working classes : but in fact they were so levied as still further

to raise the income of the landlords ; and, if the attempt which

they made in 1815 to fix the price of wheat at 80s. a quarter

had been successful, it would have compelled a great number of

labourers' families to live on an aggregate weekly income about

equal to the price of a single bushel of wheat. According to

Charles Booth's well-known estimate, at the end of the nineteenth

cciiUiry, those Londoners were to be accounted as " poor," (that

is, " as living under a struggle to obtain the necessaries of life,")

who had a " regular income of 18s. to 21s. a week for a moderate

family," and ISs. to 21s. was fully the price of six bushels of

wheat*.

' Tbe complaint that the system of war loans mortgaged industry to protect

property is voiced by Disraeli in Sybil. Newmarch, in a memorable defence of

Pitt's loans, suggests that lunus may come from " the overflowings " of capital

' at would otberwi.-ie have been '* wasted," and that in such a case they do not

materially encroach on the resources of industry {Statistical Journal for 1855,

p. 138). In Pitt's time capital was scarce, even in England : bat, as the war

lastud bug, tiiOre than half its espeii^e '.vas paid out of tasation ; though in no
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These evils, grave as they were, affected England's leader- I, iv, 0.

ship less than might have been expected. In thfir most

intense form they affected only a small part of the population.

The production per head was very much greater in EIngland

than anywhere else ; and though many employers were amassing

great wealth, that was because they were reaping the profits of

very large concerns : there was no other country in which the

working man was allowed to retain for himself anything like as

large a share of the value, which he produced when aided by a

given capital. This fact is sufficient by itself to raise doubts

as to the correctness of a statement, which has frequently been

made, that the substitution of work in large factories for work

in cottages and small workshops increased greatly the power of

the capitalist to exploit the people.

Nearly every sort of fiscal policy works some good and some
evil. Whether the good or the evil preponderates depends

much on the adaptation of policy to the conditions of industry

and trade in the country affected ; and on the foresight, breadth

of vision and ability with which it is developed. British states-

manship was not deficient in these qualities at the beginning of

last century: but many a well-navigated vessel has missed her

best course in a cyclone.

The early excesses of the French Revolution had excited

beyond the boundaries of calm reason, not only the despotic

rulers of the Continent and the privileged classes which made
common cause with them ; but also many lovers of freedom, as

may be seen by comparing Burke's earlier utterances with the

frenzy of his later years. On the other hand the general

declaration of war against France caused all Frenchmen, however
deeply they abhorred those excesses, to regard war to the end
without compromise iis their first duty. And, while men's

motives were thus mixed, the results to the world were almost

exclusively evil. Britain indeed suffered in some ways
'

loss

single year wa8 a contribution made from that source wliich absorbed nearly
as large a share of the national income as that levied in the later years of the
present V/orld-war. Disraeli's jibe was, however, in some measure justified by
an ab»je of the power of the landowners after the war ; for they levied taxes
which increased their own incomes, and threw more than the whole burden of
the war on the industrial classes, and especially the poorer classes of workers.
Sioii'.ar, though mneh milder, teudcucifs can be obseived nc-^-.

?: »il
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I, IV, 6. from the war than many other countries : but her fiscal policy

was set on evil courses.

Pitt, the pupil of Adam Smith, and of the French advocates

of Free trade, began his career with attempts to make the

British tariff more simple and less restrictive ; and he pressed

for a commercial treaty with France, which would have gone

very &r towards breaking down the tariff frontier between the

two countries. But his project was thwarted : and the events

which began with the French Revolution made him ultimately

responsible for a tariff which was grievously complex and

oppressive. He seems indeed never to have formally abandoned

the hope of returning to his early projects, when the stress of

the war should be over: but meanwhile he was impelled to

seek revenue by paths of least resistance.

He laboured throughout under exceptional difficulties. For

he found himself compelled to impose, or at all events to ac-

quiesce in imposing, heavy charges not always well considered

on all classes of the population. A great increase of local rates

waa partly caused by bad methods of poor-relief: but the rise

of wheat to famine prices, chiefly under the influence of war

and bad harvests, would in any case have demanded a large

local outlay, to be defrayed by the well-to-do for the benefit of

the needy. The expenses of the war called for a renewal of the

income tax, which reached at one time two shillings in the pound.

These causes lessened Pitt's power to withstand, and perhaps

even his eagerness to withstand, the pressure put on him by

landlords and manufacturers to give them some sort of com-

pensation by the imposition of duties on products that competed

with theirs, even when the taxes were such as would yield but

little to the revenue. He was compelled to levy many excise

duties which he knew to be very unpopular. And, far-seeing

man though he was, he did not care to look very far ahead when
arranging a new import duty ; for the independence of England

was at stake ; and, if that could be rescued, his emergency

measures might be repealed before they had done lasting harm.

Pitt, killed by Austerlitz, left a heavy task to successors less

strong than himself; and it would have needed men of excep-

tional strength, either during the war or immediately on its

close, to work upwards along the steep and narrow path that led
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back to the ideals which he had left behind. So England I, it, 6.

was afflicted by an exceptionally ill-conceived protective tariff

for many years. It was so complex that, if its origin in the
crisis of the war were forgotten, it would appear to have been
the work of self-confident men ; and its details were generally

80 full of needless vexations and hindrances to industry and
trade, and so ill-adapted to the ends at which they aimed, that
it would have appeared to be the work of dull men.

This fact had a great influence on history. For English-
men were averse to abstract discussions. They did not care to
inquire whether a system of Protection could be devised which
would be free from the meddlesomeness and the waste, the
corruption and the cruelty of that system which they knew.
And as soon as the public could be induced to overcome their

repugnance to the idea of change, the reformers found no serried

ranks of firm reasoning to oppose them. The course of the
battle might have been nearly the same, but its afler-efifects

would have been widely different, if the task to be accomplished
had been one for hard thinkers rather than expert orators.

The task indeed was not quickly accomplished. For violent
change was uncongenial to the English temper: and some of
those statesmen, who did most for free trade, had to conquer
themselves before they began their struggle with others. This
was especially the case with Peel. And yet the twenty years
which elapsed between his great reforms and those of Huskisson,
had broken down much of the crust of traditional opinions;
and, by aid of the extension of the franchise in 1832, they had
80 much lessened the force of vested interests, that Peel, though
less venturesome than Huskisson, was able to venture far more
boldly than he h.id done'.

I HuokiBson, 1823—7, abolished most prohibitions and many duties which
were in operation. But many Protective duties appealed strouRly to Tested
interests, and he did not venture to do more than lower them. Even in 1839
after his work had been carried a good deal further, there were left nine hundred
separate articles on the Customs list. The taxes on many of these were in
effect prohibitive. (The details are set forth in an instructive appendix to the
great Keport on Import Duties of 1840 > The excess of aggregate receipts over
drawbacks on six hundred of them was less than £3000. Speaking in 1825
Huskisson said (Speeche,, vol. n. p. 343) that any one who walks along the
beach from Brighton to Hastings can find at almost every village "persons who
will engage to deliver him, within ten dajB or a fortnight, any prohibited

1I.I.T.
g
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I, nr, 6. It is doubtful whether Pitt's early movement for tariff

reform would have had sufficient driving force, even if it had

not been cut short by the great war. But in Peel's time

motive power was supplied by the increasing st ngth of vocal

man\ifacturing interests; and by the irritation resulting from

the confidence with which the landlords assumed that the well-

being of agriculture was the supreme interest of the country,

and by the relentless import duties and prohibitK i' which

they consequently imposed on grain. Without that driving

power the subtle arguments of Ricardo and other thorough

thinkers could not have been effectively rendered into the

language of the market-place, even by interpreters as lucid as

Cobden and as eloquent as Bright. But the wishes of the

townsfolk helped them to thread their way through difficult

reasonings : enthusiasm grew, and spread to the country folk

;

and at last it became possible to convince agricultural labourers

that their real wages would be raised by the free admission of

products that competed with those of the fields which they

ploughed. Their money wages might conceivably fall a little

;

and so might even the wages of those who -.vorked at other

pursuits: but the prices of their food would fall much more;

and their worst miseries would be over'.

In Peel's time the centre of the conflict was the Sliding

Scale of duties on com. That showed Protectionist ingenuity

at its worst. At the beginniiig of the controversy the majority

of Englishmen probably believed, what they were told ou

authority, that it would steady the price of wheat. At the end

of the controversy there was scarcely any thoughtful Englishman

who was not convinced that it increased fluctuations in the

article of manufacture, which he can name, upon ati advance of £30 per cent,

beyond the prime coat in Paris."

> This broad statement must be left for the present : a study of the complex

issues involved in it belongs to a later stage of our study. The general belief

that money wages would fall a little does not seem to have been based on any

careful or exact reasoning : but it was probably correct. For up to that time

wages had seldom been governed directly by economic forces. Employers

nearly always had the upper hand iu bargaining. Farmers especially raised

or lowered wages by agreement among themselves, at such levels that labourer's

families could just live in moderate health and moderite strength, provided the

whole of their income was spent for strength -giving ends: and similar in-

fluences operated in many industries, though with less force.
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price of wheat; that it made the trade of farming precarious, i, ,v, 6.

and intensified agricultural depressions; but that meanwhile
it so discouraged importation as to keep the average price high
to the consumers, without conferring any proportionate benefit
on the landlords, still less on the Exchequer or on the farmers.
The Sliding Scale was not an essential part of the Protec-
tionists' policy. But they defended it, and thus it served as a
measure of their economic insight ; and when the plain man was
convinced that its claims could not be defended, he was inclined to
give willing ear to criticisms of their other claims. Thus the
great bulk of popular opinion swung round with irresistible force.

The defenders of the old system were, with few exceptions,
ill-informed and weak in argument : they were discredited by
the personal interest which most of them had in maintaining
a high price in corn ; as well as by the old-fa jhioned way in
which they assumed that the welfare of the country depended
on the prosperity of those who had a stake in it, and especially
the owners of land

; and they were worsted in almost every
encounter on Royal Commissions, in Parliament, and on the
platform. Their case vraa weakened before the Reform Bill of
1832 had transferred political power from the oivners of land
and decayed boroughs to the commercial and industrial classes

:

and after that the old Protection of agriculture could not long
survive'.

Disraeli had assailed Peel's action bitterly ; but on becoming
Chancellor of the Exchequer in 1852 he frankly said that a return
to Protection was impossible. The subsequent vigorous reform
of the British Pariiament gave a free course to experiments in
production and traffic; which it might not have been worth while
t.i make if each step had needed to be defended and explained

'Reference may be made to Appendix E for some account of the causes of
the failure of sLding scales : and for an argument that the movements of the
price of wheat after 1849, though not what was expected by those who advocated
tlie repeal of the duty, was just that which they might have anticipated if
(1) they had known the peculiarly narrow conditions of the world's supply of
wheat, 80 long as land transport was dear, and even sea transport not very
c leap

: (2J they oould have foreseen the influx of gold beginning in 185o"-
a 80 the war with the country from which England expected her chief supplies
of wheat; also the disturbed conditions of the world till 1871; and lastly the
building of raUroads to American wheat fields, sometimes at the rate of nearly
lo.Oyo miles a year ; aud so on.

6—2
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I, IT, 6. to Cuatoma and Exciae officere, with the riak of being pro>

hibited by them after aome delay and when already half taken.

At laat every harbour on the coaat line became a free port for

the importation and houaing of all gooda except tobacco, alco-

holic and atimulating drinks, and sugar; and for the exportation

oi all goods whatever. And the country became a free factory

for the production of all goods except alcoholic liquors.

The freedom to adopt whatever trade one would, and manu-

facture whatever one would {laiuer /aire in ita original sense),

together with the freedom to send goods whithersoever one

would, and to fetch them whencesoever one would (laiaaer aller\

made England the entrepdt of the world. They gave her not only

unprecedented trade, but rlao unprecedented advantages for

developing every new idea of her own, before it reached other

nations ; and for learning any new foreign idea that could be

adapted to her use.

But a difficult investigation always loses something from

contact with the market-place. Nature is not simple, but

complex. The immediate effects of any system of taxation are

likely to differ from their ultimate effects : £ind both immediate

and ultimate effects may vary much with the varying conditions

of different countries. And, as the case against Protection in

England (and Scotland) was far stronger than that against Pro-

tection in any other country, it was not to be expected that the

reformers should confuse their English hearers by taking account

of the conditions of other countries, unless they were compelled

to do so : and from that they were saved by the low intellectual

character of the opposition with which they had to contend.

So they based sweeping general propositions on English facts

and English conditions.

This ga\i to their argument much apparent lucidity and

simplicity, which hastened their victory. And their victory

was twofold. For it was followed by so great an increase of

England's prosperity, that other nations began to open their

ports in imitation of her ; and this doubled the benefits which

Free trade conferred on England.

But in the long run it might have been better both for

Engl.'inri ,ind for Free trade, if they h.ad been compelled to make

prominent those cumbrous qualifications which they omitted.
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For then other nations would have been warned beforehand

that the removal of Protective duties could not be expected to

confer the same unmixed benefits on their best industries as

it had done on those of Ekigland. As things were, they had to

learn it in the hard school of expei-ience : and they are now
further removed from a calm inquiry as to whether the benefits

of Protection outweigh its evils e /en to them, than they might
have been if the English reformers had gone to work in a
more scientific way^

* The above aUtementi are developed in Appendix E, 4.

B5

I, IV, 6.



CHAPTER V

BRITAIN'S INDUSTRIAL LEADERSHIP UNDER
STRONG CHALLENGE

I, V, 1. 1. A rare consilience of/avmirable influences promoted
the expansion of Britain's industry and trade after she

had thrown her markets open to the world.

The main purpose of this chapter is to indicate the new
conditions of industrial leadership, which call for at least as high

and sustained energy as Britain showed when she first outpaced
her rivals.

The events of the second half of the nineteenth century

belong to a survey of contemporary conditions. The few

remarks made on them in the present chapter, are designed to

do little more than indicate the way in which Englishmen
have settled down to work out and develop, in cooperation

with other nations, those methods of large, highly organized

industry and trade in which they received but little aid from

others up till about 1850. We have first to consider the causes

which accelerated their advance in the third quarter of the

eighteenth century, and those which led them generally to

overrate that advance : secondly, the causes which brought

about a well-founded, but exaggerated suspicion that all was
not well with them. Thus we shall be brought to the present

time, and come in touch with problems which will occupy the

remainder of this work.

Looking back again, we see that a combination of causes,

which is uni)rcce(k'nted in the history of the world, had de-

veloped England's industrial leadership from 1750 onwards.

She had indeed been struck by several great misfortunes,

especially her quarrel with her chief colony, her war with France,

her poor laws and her cum taxes. But these evils were nothing
in comparison v:ith those which had afflicted her rivals vn the

Continent; while in America both capital and industrial skill
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were still Bcarce. After 1850 England had rid herself of her I, t, 1,

com law; and of other restrictions, which were less injuriouH

practically, though perhaps not better conceived : and she then

had an equally unj)recedentcd combination of advantages

enabling business men to make mon. , even when they were

not throwing themselves with energy mto that creative work

by which industrial leadership is made and maintained.

It has often been remarked that a man's energies are at their

best when he is emerging from poverty and distress into the

command of great opportunities. He rejoices in a little comfort

;

but he does not care to spend too much money or time on

luxury. He is happy and proud in conquering difficulties.

The fear of distress is still so fresh in his mind, that he

subordinates, naturally and without effort, th<' allurements of

the present to making secure provision for the future : he

works hard without pjiin, and he accumulates capital greatly.

That was the position even as late as 1850 of a large number,

perhaps nearly half, of the older captains of industry : they had

grown up in cottages, in which bread was often so scarce that

the mother was forced to stay the children from eating before

they had had enough. Such men sometimes indulged in bouts

of gross indulgence : but they did not care for, and did not

even know how to manage, those forms of elegant display,

which in later years were to consume a large part of the

national income^

England's relative strength was further heightened by the

distresses of war which fell upon her neighbours. The chief of

these were the slaughter and enfeeblement of bread winners,

and the destruction of capital. Those who are killed, injured,

or invalided in war, are mostly young men : the whole expense

' Newmarch remarks (Hittory of Prices, vol. v. pp. 368—9) that during the five

years 1846 to 1850 as many people foand employment on the railway works as
in the whole of the factories of the United Kingdom ; and that nearly the whole
of the railway calls, which supplied the meanc for their employment, were met
either by efforts of economy or by increased exertions; and that the consequent
distribution of extra wages " mitigated the disastrous effects on the working
classes of the commercial and political convulsioiis of 1847, 1848, and 1849."

In 1851 England was ready to open the great Exhibition, at which the whole
world learnt suddenly how great were the numbers of those things which could
be bought in London better or cheaper than elsewhere ; and of those which
conld not be bought at all elsewhere.

. !mm
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I, », 1. of their nurture has been bonie by the community, and they

have ns yet repaid but little of it by their industrial work.

This is true generally; and especially when nearly the whole

nation is in arms.

England of course had her own troubles : especially those of

the Crimean War 1854—6 and the Indian Mutiny 1857—H;
but her finances were handled with courage ; and her debt

was very little increased'. On the other hand, the American
Civil War of 1860—4 destroyed more wealth and industrial

energy, and closed more opportunities of producing wealth, than

any other war of nearly equal duration up to that time. And
from 1869 to 1871 Western Euni|)e was the scene of a series

of wars, the last of which was more destructive than any other

short war except the American Civil War'.

During all these wars many nations, which remained neutral,

reaped high gains : but none of them reaped gains to be com-
pared to England's. For she had a preeminence, amounting
under the special circumstances of the time to a partial monopoly,
in the three things that were most urgently needed by those

who were preparing for war, or engaged in war, or repairing

the wastes of war; viz.: the material of war, including the

personal outfit of the soldiers ; the services of trading ships

;

and the loan of capital. These gains were high in substance

:

and they were higher still in appearance; that is, when expressed

in terms of money. For the general tendency towards a rise

of prices, as a consequence of the increased supply of gold,

was reinforced in regard to many things, not only by increased

consumption and destruction of them in connection with the
wars; but also by the temporary or permanent removal of

many producers from their factories and workshops to the
battlefield :—a fact which recent experiences have brought
home to the whole Western World.

Further, the.se wars, while retarding the j)rogress of her
• It was as low in 1860 as in 1850. The war did little to hinder any of

England's exports : but she was largely dependent on Russia for tallow and
kindred products, and to a less degree for wheat. These therefore rose much in
price here (though, after a while, considerable supplies found their way to North
Qerm-vn ports and thus to England).

' France and Sardinia were at war against Austria in 18.'59; Pru«sia and
Austria, against Denmark in 186-5 ; Prussia against Austria in 1866, and against
France 1870—1.
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t'wpU, incn»a8ed the demand for her iron. The impiementH

of war, which wen* chiefly made of it, jjrew in volume and in

exjK.igivenesH, And an in the old tinieH jfreat roadH hail h*M>n

made for military puqH>«'H; so every sucoeHHive war strengthened

the lessons firat taught by the Crimean War, that under mcxiem

conditions an efficient railway system is a stratt'gic nec«w«ity'.

By 1870 England had built about two-thirtls of her prew^nt

railways. She hod joined every im{M)rtant centre of industry

with every other; and there was little room for the making

of new lines which woultl create imj)ortant additional traffic.

B<it she still found much to be done in providing additional

tnicks, in increasing the number of quick trains, and in admit-

ting third cla.ss jjassengers to them, not only on a few trunk

lines, but on cross lines in every direction. This practice, which

was not adopted thon)ughly by any other large country, turned

the s{)ecial configuration of England to the best account, and

it bound her chief industrial centres into a more compact unity

than was to be found on a scale at all comjiarable with hers

anywhere else. Combined vith the freedom of her business

from the inspection of Excise and Customs officers, and with the

efficiency of her banking system, it gave her exceptional facilities

for the rapid and elastic adjustments of business.

But there was menace in the fact that railways had, in

1870, rendered a much larger percentage of all the services

which they were capable of rendering to England than they had

done to any other large country : and that from that time forward

the development of railways has done more for the industrial

efficiency of her chief rivals than it has done for her'.

' Thus the Northern States built a railway acroa.') the Amerioan continent

durir g the stress of the Civil War, because the ioolation of the Pacitio Slope had
been felt as a peril to national unity. The railway building of Oermany for

acme yearo before and after her great war with France was mainly directed by
strategic conaiderations ; and the German railway penonnel is organized in

peace to be ready as a department of the army in war.
' The railway mileage of the United Kingdom was 6,600 in 1850 ; 15,500 in

1H70 ; and 23,400 in 1912. This mileage of 6,600 in 1850 was nearly twice as

great as that of Germany, and nearly four times as great as that of France ; but

it was passed by that of Germany just after the Franco-German War, and by
that of France about twelve years later. The railway mileage of the United
States, which wan about three times as snreat as that of the United Kingdom
from 1840 to 1870, is now more than ten times as great nominally. But of

course in the more thinly peopled districts the lines are very lightly equipped.

I. V, 1.

Ill
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I. V, 1. But, though hiT tfrriUtry wan ho Hmall that (the won Ixtund to

•K>e railwayH n-iMiering nvw bciivKti* of thi; tiret onlt-r to other

countricH after they hiul e«'Wte<l to iricreiuH- her aitvantageM very

greatly, it wa« otherwim- with iihipping. The content between

woo<l and iron a« a material for Nhi|>btiiliiing became acute alxiut

1850. The first place, at all event« for Nteam-vcNselH, wan taken

by iron a little later; and by 1870 tht contest was fininhed.

In the first half of the nineteenth century it hiul Heemed

that Englanil'H chihlri-n Iwyond the wan woulil contest with her

the primacy in shipping. But iron, which was ultimately to Ik*

u chief sourct- of America's strength on the seas as well as on

the land, was then needed so urgi-ntly for the land as in divert

her energies from the swis. It was uslkI chiefly for her railways

;

and she could invest capital in them to yield her a much higher

rate of profits than that for which English capital was comiK-lled

to work, and m which therefore American uipital would be

limite>d in the general shipping tnule. Up to the middle of the

century she had derived a great benefit from the material for

shipbuilding afforded by the forests of Maine. But woixl

was yielding place to iron just as the Civil War drove her

shipping from the ocean. And when the war was over, her new
fieet was built to trade on the great lakes and along the coasts,

where native shipping had a monojwly, rather than on the great

world routes. England therefore was frci-d from the chief

rivalry with which she had been threatened; and she found in

the shipjjing trade a profitable and ever-growing 8C0{)e for her

111 [1 and for her energies'.

Also the traffic per mile is denser in the United Kingdom and much denser in

EoKland proper than in any other large country : and this in gpite of the fact that

a great deal of internal trade in heavy productn, which in mogt other countries

would go by land, goes by xea from one part of England to another. The.e
points are developed in another connection in Book III.

' The victory of iron over wood as the material for ships, though not fast,

was not so slow as that of «team power over sails ; and of course, while England
need to import most of the materials for tlie rigging of ships, she herself provided

the engines and the coal for steam-ships: this tended to lessen her foreign trade.

In 1850, thirty-five years after steam propu'sion had been proved a success,

only about one ship in sixty was driven by team ; though there were in

addition a large number of steam-tioats. In 1860 about an eleventh of the

British tonnage engaged in the foreign trade was driven by steam, and in 1870
about a iirtij. iu lliu decade loCC to 1670 the British iron steamer fieet grew
from 454,000 to 1,113,000 tons.
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An nxwln running at ri^ht an)(U>N t<> rHJIwnyM AmI thcin uml

incrciuHMl tht-ir tmftic, no railwayB ftd Nhi|m. Sti'iiin-R^iim iK-cnine

cht'ft|K'r t«» build, unci chfiipcr t<> wi>rk ; they carrit'd incrauKHl

cargot'8 in pnijxirtion to thfir diHplaiH-tm'nt, find n-ciuin-d for

a givt-n diNplacutni-nt fi-wcr nu-ii and Ichh coal t<> drivu them at

a high 8|H,H'd. And i-xactly at* Holland had donf U'lorf her,

England found in tht- carrying trade a rich field in which to

tuni to account her large NtorcM of njovaWe capital.

FurthtT, her cjipital, her tnwle, and her indnHtrieM hiwl cojn-

bined t<i give her better foreign conne-tions than any other

country ha<l by jxwt and telegraph, an<i by Ixinking and other

credit agencies; and London had la'conie the clearing hoUKe of

the world. Tlietw; cauHeN mutually utrengthi'iied one another:

eivch new means of communication develojK'd her foreign tnwle

;

and each extension <if her foreign tnwle made new comniunica-

tions pnicticable and jtrofiUible.

Meanwhile Bi-ssemer's process had much cheajjentKl the cost

of making steel of .i kinc' li h was shortly to displace iron

from most of its u' -s. Tht; "iwess re<|iiire«l ores nearly free

from phosphorus : but there wiw a go<Kl, though small, supply of

these ready at hand ; mid one great comjiany, which had access

to them, paid a dividend of nearly a hundre<l |)er cent, on its

cnpital in an exceptional year.

La.stly, the Free trade policy of England had been largely

followed on the Continent ; and just those years, in which the

industries of her chief rivals were most interruj)ted by the

alanns and the ravages of war, were the years in which they

offered not only the most eager demand for her goinls, but

also the freest entrj' for them.

These causes combined to increa.se her external trade

rapidly. In fact its money value wiis twice as high from 1870

to 1874 as it had been before the gold discoveries. The im-

portance of this fact was, however, much exaggerated by jK»pular

opinion, which pays more attention to movements of prices,

than t I movements of real values

Thus rich old firms could thrive by their mere momentum,
even if they had lost the springs of energy and initiative.

Men whose childhood h.'id been paasfd in the hard days

before the repeal of the com laws ; who had come to business

*. I.

' i '1
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I. V, 2. early in the morning, and stayed late in the afternoon ; who had
been full of enterprise and resource, were not infrequently

succeeded by sons who had been brought up to think life easy, and
were content to let the main work of the business be carried on
by salaried assistants on the lines laid down in a previous

generation. But yet so strongly were such men supported by
the general inflation of prices, that in most cases they made
good profits and were satisfied with themselves. Thus an extra-

ordinary combination of favourable conditions, induced undue
self-complacency—the arch enemy of strength.

2. After 1873 various signs ofu'eahmss w>ere perceived

;

mid later on some exaggerated alarms arose. But the

national character is again showing itself in a resolute

facing of diffiadties.

This over confidence was startled by the crisis, or more
strictly the commercial depression, of 1873. But its immediate
causes lay chiefly outside of Britain : and indeed the disturb-

ance reached her in two sets of troubled waves, of which the

centres were respectively the United States and Austria, in

both of which countries the inflation of credit had been reckless.

There was nothing in the depression to force on her notice

the more permanent underlying dangers of her position i; she

seemed to many to combine the solidity of mature age with the

energy of youth.

But the depression lasted long; and was accentuated by

' It may be well to quote a passage from one of the ablest, most broad
minded and acute of British economists: but one who used to say that he was
the last of those who had learnt from Bioardo direct without the mediation of
Mill.

Bagehot, after referring to the little roughnesses, and sharp practices,
which were making their appearance in England as the result of the in-

creasingly "democratic structure of commerce," observed that such defects
"are compensated by one great excellence. No country of great hertjitary
trade, was ever so little ' sleepy,' to uf > the only fit word, as England; no other
was ever so prompt at once to seize now advantages. A country dependent
mainly on great ' merchant princes ' will never be so prompt ; their commerce
perpetually slips more and more iuio a commerce of routine.... The rough and
vulgar structure of English commerce is the secret of its life; for it oontaius
'the propensity to variation," which, in the social as in the animal kingdom, is
the principle of progress" (Lombard Street, 1873, pp. 10, 11). But when
stieh iiiaUcrs arc discussed to-day, Germany is seen to have much of the
strength both of an old ftnd a new country.

I
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monetary troubles. For the yield of the gold mines had been

diminishing ; while currency changes, which really caused some

new demand for gold, and appeared to cause a great new demand

for it, accentuated the fall of prices that would in any case have

been caused by the collapse of credit. Distress was nearly

universal in the western world. France indeed had calmly set

herself to solid business as soon as the second siege of Paris was

finished, and she was little affected by the general collapse of

credit. But Germany had been rendered over-confident by the

successes of the war ; the influx of the French indemnity had

thrown her speculative classes off their balance, and in 187,5

she was in even a worse plight than Britain. So Britons

nourished for nearly another decade the comfortable notion

that they could afford to take things easily and yet expect a

better income than anyone else.

But gradually the continued fall in prices caused people to

repeat ihe error which they had made when over-estimating pro-

gress during the earlier time of inflated prices. The country's

loreign trade was increasing very slowly; and the fall of prices

made people suppose that it was shrinking. Thus they now

doubly over-estimated the misfortunes of the years of shrinking

prices : and many of them were inmle anxious by observing that

in some branches of trade and industry other countries were

making progress which, if not greater in amount, was yet at

a greater rate than their own. This feeling of disquiet grew

;

and the able Commission on the Depression of Trade in 1885—

6

reported that :
" In neutral markets, such as our own colonics

and dependencies, and especially in the East, we are beginning

to feel the effects of foreign competition in quarters, where our

trade formerly enjoyed a practical monopoly. The increasing

severity of this competition, both in our home and in neutral

markets, is especially noticeable in the case of (Jermany. In

every quarter of the world the perseverance anil enterprise of

the GermAns are making themselves felt. In the actual pro-

duction of commodities we have now few, if any advantages

over them ; and in a knowledge of the markets of the world, a

desire to accommodate themselves to local tastes and idiosyn-

crasies, a determination to obtain a footing wherever they can,

93
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I. V, 2. and a tenacity in maintaining it, they appear to be gaining

ground on us. We cannot avoid stating here the impression

which has been made upon us during the course of our inquiry

that in these respects there is some falling off among the

trading classes of this country from the more energetic practice

of fonner j)eriods." The information collected by the Com-
mission while tending to "diape! much misapprehension...and
to encourage a more hopeful view... of our commercial posi-

tion... will also show that if our position is to be maintained

it must be by the exercise of the same energy, perseverance,

self-restraint, and readiness of resource by which it was originally

created'."

Things went smoothly during the upward swing of com-
mercial credit which culminated in 1890-1 ; and troubles of

tl ' United States, arisiru. out of a doubt as to the solidity of

their cunency, kept back for a time the competitor from whose
power of initiative there seemed most to fear. But a series of

failures of British investments in South America, Australia and
elsewhere had undermined confidence nearly as much as those

of 1873—5. Labour disputes also became rife, and indeed those

of 1892—3 were partly the cause and partly the effect of

a deadening of British enterprise, which showed itself in an
unparalleled prolongation of a two per cent. Bank rate of dis-

count (the market rate being seldom above one per cent.)

for three years 1894—6.

Meanwhile attention had been directed to instances in which
Britain's industrial technique had been surpassed by those of

Germany and America. The most important case was that of

the heavy steel industry. That had received a strong impetus
from Bessemor's great invention in 185G. But the small supply

1 Final Report [C. 489:i], §§ 74, 75, 76, and lOO. It is noteworthy tliat this

trouble was most conspicuous in parts of the country in which the social dis-

tinctions between employers and employed have been greatest. Thus an account
of the "Decay of a famous industry" {Times, 19. 12. 04), mentions as one
among several causes of the weakness of the West of England woollen trade
the fact that, while "many mills have been worked by the same family for over
a century... some of the manufacturers, who had made large fortunes and
acquired large landed estates, retired to these and took a good deal of their
capital with them." But in Yorkshire there was more energy; artisans were
better paid; and the industry " was not content to go on making the same old
cloths with the same old slow-going looms."



SLACKENED ENERGIES ARE BRACED . > HARDER TASKS 95

of Britain's ores suitable for his treatment speedily ran short. I, v, 3.

Meanwhile America's greatly increased output of steel was

matched by an equal increase in her own demand for its structural

and other uses ; but the markets, to which Britain had access,

were assailed by German steel made with consummate technical

skill by aid of a new process. It had been invented by an
Englishman ; but it was specially adapted to the ores of Alsace

and Lorraine, and not to those to which Britain has good access.

However alert she had been in improving and developing the

technique of her heavy steel industry, it must have been outpaced

by that of Germany: but the continued use of old-fashioned

plant by many of her works caused her output of heavy steel to

remain almost stationary while that of Germany inr-eased fast'.

Britain lagged even more conspicuously behind in many in-

dustries f^ it called for high and extended scientific training : the

chief of ii.vjse were devoted to the manufacture of colours, and of

medical and explosive products, from coal-tar bases. This was
the more striking because Germany, being indifferently supplied

with gaseous coal, imported much i>f her tar from Britain.

X The needs of Britain's industries gave additional

momentum to a movement, that had long been on the way,
for a reform of her educational system^.

English business men were slow to recognize a chief cause

of (k'cline in their industrial leadership. But about 1904 they

began to see clearly that they must follow other nations in pro-

moting industrial efficiency by improved education. The move-
ment, thus initiated, is making way, tardily indeed for the lack

' The Metallurgical Committee of the British Iron and Steel Institute as

late as l',tl7, reportej with lefemnce to the output of the British basic open-
heartli fiiruaces, that British tecliuique and organization generally compared
unfavourably with that of Germany; and that this was the chief cause of their

relatively small output. They added that, though the efficiency of the indi-

vidual British workman was maint. '^ed, his short hours of working and high
wages stinted the supply of capital needed to bring the plant of the industry
up to its highest possible efficiency. It may be added that British production
of finished steel products, including ships, remains high; and her exports of
them remain very high.

- The large matters opened out in this Section and the next are considered
here chiefly in relation to Britain's leadership: their broader relations will be
studied in the course of Books H and 111.

I S>1
I'll

S t

fe i' II

*

4



m
96 Britain's industrial leadership under challenge

I, V, 3. of hearty support from those who themselves received no good

education. But it does make way in school and in college ; for

the working classes, and for the well-to-do, and even for the re-

latively sluggish lower middle classes. The nation is beginning

to recognize that mere accumulation of knowledge stunts rather

than educates the mind ; that the mind can be strengthened

only by gradually increasing calls on its strength and spontaneity

;

and that while much general education may be advantageously

given to all youth, there is also a need for specialized education

adapted to thfi needs of agriculture, and every other industry,

as well as to the learned professions. This matter is of vital

importance : and must detain us a little.

There is consolation in the reflections that the poverty of

England's educational system has been in large measure due to

a strange freak of fortune ; and that she still holds a leadership,

almost unchallenged except by other English speaking countries,

in that education of character which is obtained from individual

activities, rather than from instruction whether verbal or in print.

The playground had a notable share in the " real " education of

her youth : and the paths of the ocean have been the Universities

of an exceptional number of her men. During the last two cen-

turies, at all events, they have had a more intimate acquaintance

at first hand than any other people with the physical conditions

and the habits of the populations of the world at large.

It is to be noted also that the intellectual alertness, which

this real education developed, was well adapted to stimulate that

sort of invention which was most needed in the second half of

the eighteenth century and the first half of the nineteenth. But

the present age calls increasingly for a new class of improvements

ofmethod,and—in a less degree— for improvements ofappliances,

which cannot be created by a single alert individual. Many of

those, by which m,an's command over nature has been most en-

larged during the last few <lecades, have been the product of

sustained researches by large groups of specially qualified stu-

dents extending over long periods of time.

It has aLeady been observed' that Scotland developed an

excellent system of education very early ; and that partly in con-

sequence, Scotchmen have taken a large share in the expansion

' Above, pp. 53, 54.
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of the British Empire: thus the weaknesses which have prevented I, v, 3.

Britain from taking her proper place in the studies, that lie on

the borderland between academic and businesswork in the present

age, belong to England in the narrow sense of the term, more
than to Scotland. But subject to this correction it must be con-

fessed that British education has lagged behind that of Germany
in some respects by more than a generation'.

The causes of this hindrance to Britain's industrial leadership

seem however to be due to unfortunate accidents in political

structure, more than to weakness of national purpose. Popular

education, which ought to have been accepted two centuries ago

!us a chiefduty of the State, was regarded in England till recently

iis an incidental duty of the clergy of the Established Church

:

for they almost alone were possessed of property that had been
set aside for purposes higher than the immediate pursuit of

material gain. But a large part of the industrial and trading

classes had pjissed into other religious denominations : some of

the country clergy shared the prejudice of neighbouring squires

against educating the working classes above the mere necessities

of manual work ; and in new industrial districts the clergy had
no funds available for educjvtion.

A new ferment appeared late in the nineteenth century : and
ere long, in spite of opposition from some of those, whose larger

' In 1872 a British deputation visited Germany and Switzerland to study
their methods of education. The following notes are abstracted from an
account of some of their experiences which has recently been given by one of
its chief members:—"In Saxony we found a national system of education,
conducted in masjuificent school buildings, attended by all, with scholarships
admitting clever poor boys from elementary to secoiiJary, and thence to
technical schools, or to the Polytechnic or University. Attendance was com-
pulsory till the age of 11. In England at that time there was no national
system, no compulsion. Many children did not go to school at all : those who
did, attended irregularly. The school buildings were meagre and unsuitable

:

there were no secondary schools for the masses; and therefore no promotions
of able students from below. ' The best educated children in English ele-

mentary schools were half-timers from the factories, who attended half-time
f.um 8 to 13. In Germany the boys, who left school at 14, were required to
attend evening continuation schools; there were also such schools for girls,

with apprentice workshop schools, special classes for those enf^'nged in certain
trades, and agricultural schools.' All the Universities and Cidleges in England
together contained less students ' taking up research and the higher branches
01 chemintvy ' than u mugie Ueiiuau University (tiiat of Munich) which was
visited" {The Real German Rivalry by Sir Swire Smith, 1916).

M. I. T. 7
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I, V, 8. opportunities should have made them the best frienoa of the

education of the people, the State began to take up its neglected

duty. For a time nothing more was attempted than a sound,

but strictly elementary education, which began rather late and

ended very early. But almost every year brought new evidence

that a niggardly policy of education was a mistake even from a

purely commercial point of view : and now, Britain has gone a

long way towards providing the children even of the poorest

classes with opportunities for sound genera! education, and for

s.>mi-technical education in continuation schools an ' otherwise ;

together with a series of ^scholarships, or educational ladders, by

which an able child, bom even in the lowest ranks, may rise to

high work. In the course of a generation the more intelligent

artisans and agricultural labourers may be expected to have a

better comprehension of the fundamenttil principles of their work

than had been possessed two generations ago by many farmers

and maimfacturers.

The education of the well-to-do classes in England had not

been as much neglected as that of the working classes. But it

was held back by mediaeval shackles. For until the middle of

last century nearly all the instruction at Oxford and Cambridge

was given by men, whose incomes were chiefly derived from

College Fellowships. They were compelled to be in Holy Onlers

;

and as they would vacate their Fellowships by marriage, they

generally looke<i forward to spending the second halves of their

lives in country rectories, where learning would be of little use

and science of no use. Celibacy remained conipulsory for some

time longer: not till the present centurj' have the majority of

the teachers at the chief English Universities regarded the ad-

vancement of knowledge as the main business of their lives.

Oxford had indeed long ago contrived to use Plato, Aristotle and

Thucydides ;is stalking horses, from behind which to practise

demure shooting at problems of the day ; and in recent years she

has developed considerable scientific schools. The Cambridge

school of mathematics has long been unsurpassed in the training

of the reastming faculty, in so far as that can be dissociated from

experimental initiative : and her physical and biological labora-

t.i>ri!>s alre.ady supply a conaidprahip numbpr nf loadors of th-"

world's studies in their several departuients.
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Meanwhile new Universities have sprung up in several great

centres, modelled in some respects on that at Manchester, whose

chemical laboratory had been brought into the front rank by

Roscoe ; and all of them give the chief place to chemistry, en-

gineering, and other studies, which bear directly on industry'.

Their influence furthers the growing inclination of manufacturers

and other business men to profit by German and American ex-

perience ; and make large use of scientific knowledge and research

in their works. A strong impulse in the same direction is now

given by the establishment in 1915 of the Committee of the

Privy Council for Scientific and Industrial Research ; whicli,

aided by a powerful Advisory Council, with appropriate Coin-

niittees, is bringing a great part of the best scientific ability of

thi' country to bear on the requirements of business; thereby

continuing and enlarging earlier efforts, of which the foundation

of the National Physical Laboratory in 1900 may be taken as

representative.

The new demand for the extended study of science, with

special reference to the requirements of industry, might have

been in danger of laying too much stress on technical details, to

the relative neglect of those fundamental discoveries, which are

parents of all scientific technique. But the critical position of

the country, arising out of the World-war, has caused the most

eminent scientific men among others, to put their services with-

out stint at the disposal of the Government : and it has also

gained the public ear for their counsels. Under their guidance,

care is being taken that even technical education shall be so

used as to develop the faculties ; it is not being directed mainly

to loading up the minds of the students with facts, and enabling

them to feel at home in the workshop.

i. National funds are rightly given liberally to the oaI-

rancement of knowledge for itg own sake. Research for the

attainment of particular ends is receiving some mippart

from open associations of producers or traders, specially

interested in their nttainrnent.

It is now generally recognized that national industry requires

three distinct classes of laboratories. The first se.-ks the ext.en-

sion of knowledge at large : the second aims at knowledge in

7-a
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I, V, 4. regard to special requirements of a particular branch of industry

:

the third checks the quality of the output of individual works.

History shows that almost every scientific discovery, which
has ultimately revolutionized methods of industry, has been madi'

in the pursuit of knowledge for its own sjike, without direct aim
at the attainment of any particular practical advanttvge : Uni-
versities are the proper places for such pursuit of" pure " science,

and for the establishment of laboratories, etc., devoted to it. But
though the eagerness of an academic student should increfvse

with every prospect of establishing a new truth, independently
of any practical gain which it may promise

;
yet his studies will

lose nothing, and the world may gain much, from his keeping in

touch with some of those industries, whose methods might be
improved by increased knowledge of the properties of the products

which he is studying. Therefore it in well that laboratories de-

voted to the atlvance of pure science should take some account
of the work of a second class of laboratories, whose researches are

.specialized on tho attainment of particular practical ends.

In some cases a single giant business which is pioneering
now developments of a subtle industry may reasf^nably set up a

great laboratory for the conception and testing of improvements
on current u.sjvge : and the influences which such laboratories may
exert on industrial structure will take prominent places in this

and the following two Books, with special reference to German
practice. But such a luboratoiy, if adequate for dealing with
any important issue that may arise, is likely to be too costly in

original outlay and maintenance for any but very exceptional

busines.ses: and therefore the task is one of those in which the

growing tendency to association among businesses in the same
branch of industry is to be welcomed. It may be arranged that

.ach member of the association has some duly qualifietl right to

request that a particular investigation should be made in the

laboratory : suitable arrangement being made for a special con-

tribution in case its expense should be great, as well as for the

(.wnership of patents in exceptional cases.

Such iissociation, so long as it remains true to its avo\.od

• lesign, is wholly construct- e : and has no kinship with "com-
binations " in the dyslogistic sense of the terra ; that is, con-

.spiracies to monoix>lize a particular branch of industry or trade
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in such ways as would cause the public to \y&y higher prices than

tht-y would if that branch were open without contest to the

enterprise of any m w comer. But the experience of the ages

shows that associations set up for constructive purposes are in

danger of being turned to destructive ends : and therefore it may

perhaps be to the public interest that some limited contribution

should be made from public funds to the support of such asso-

ciations
;
partly in order to facilitate the intervention of public

authority in case an association should develop anti-social ten-

dencies. The exigencies of the World-war have enabled many

men to break away from old habits, old prejudices against neigh-

bours, old delights in the secrecy and autonomous control of

their own affairs ; and to work with old rivals for the common
good of the country : therein lies much public gain. But on the

other hand caution is needed lest arrangements should be set up,

which depend for their beneficial working on altruistic sentiments,

that may fade when the national emergency has passed.

.Similar remarks apply to the suggestions that a locality,

which is the chief seat of any branch of industry may properly

subsidize an appropriate technical laboratorj' ; with a general

understfmding that its own rate-payers should have priority

in all claims on its services. Public opinion seems to have re-

ceived a strong and wholesome stimulus in this direction from

the full recognition of the fact that many things, which Britain

used to buy from Germany, were the products of more extended

technical research than could easily be brought to bear by

herself.

Technical research laboratories, while in touch with the chief

scientific laboratories on the one hand, could on the other lend

help to a third class of laboratories which have long been found

necessary in the steel and many other industries, whose chief

work is mechanical rather than chemical. Such a laboratory

does not, as a rule, do any considerable research ork : but it

enables the business, to which it is attached, to make sure that

each of its products from daj' to day, or even from hour to hour,

is chemically or mechanically true to its proper standard'.

Authuritalive Hlutlies o! lliin matter by Hpecialized experts may be
found in Scifnce and the Nation, by Cambridge graduates, 1917; and in The
British coal-tar induttry, it$ origin, devetr.pment and decline, edited by Prof.
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I, V, i. Every induHtrial country obtairiH some information bearing on

inrlimtry and trade from its AmbaaHadora and Consuls. But, witn

a few brilliant exceptions British Consuls seem to have lagged

far behind those of America and Cleraiany in such niattern.

Oreat improvements in this direction are contemplated : but the

Consular service is not likely to be able to meet all the wishes

of pro<lucer8 and traders as to the requirements of each country
for particular manufactures, and as to her sources of supply of

special materials necfled in manufacture. For large questions
arise when access is opened out to materials that require treat-

ment somewhat diiferent from those already in use : and a firm,

which makes a thorough study of such a problem, is likely to

confer at least as great aggregate benefits on other firms as on
itself: but, as the cost will be heavy, few will venture on it, un-

less those will share in the cost, who are likely to share in the

reward. The Research Committee of the Privy Council finds an
appropriate field in promoting such Jissociations.

Private ass(x;iation8 for obtaining facts as to the solvency, etc.,

of customers in foreign countries have long done good work.
This is a delicate matter on which the best opinions seem to

differ; but it is probable that, with larger experience, an ex-

tension of this plan may enable British firms to sell with ad-

vantage more extensively in countries in which purchasers

require long credit on small tangible security. This class of

trade is chiefly in the hands of Germans, especially in South
America, Jind other countries in which the English language
does not curry far: and there seems to be some justification for

W. M. Gardiner, 1915. These works record numerous cases in which members
of the small band of British scientific men have mailo revolutionary discoveries
in science

; but yet the chief fruits of their work have been reaped by businesses
in Germany and other countries, where in'astry and science have been in close
touch with one anotlier. Sometimes a British inventor has set up a manu-
facture on his own lines, with the best results ; but after his death the business
has fallen into the hands of men with merely administrative and commercial
instiucts; and it has then been left behind by foreign rivals, who have con-
tinued to work on the lines of the original inventor with patience and system,
though not always with much creative genius. An excellent compressed
account of the new movement has been begun in the two first Jieportf (19UJ
and 1917) of the Committee of the Privy Council for Scientific and Industrial
rrs<arrh [^d n?,?S, a7ia]: and their eoatinaation is likely to ooiiBtitule a good
history of Britain's awakening from her too easy contentment with the equip-
ment that sufficed for the middle of last century.

M
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the claim by QcrmanH that thoir methodH of financing btisinoiw I, *i *•

meet Home reqniremontH of the new age, to which the methods

of " conHtTvative " British houses are not altogether appropriate.

But more of this hereafter.

The maxim " know thyself" applies to nations iw to imii-

vuluals. 01(1 and yoimg are alike inclined to think more of

their own strengths thuii of their weaknesses : and it is specinlly

incumbent on BriUiin t.o strivi- against that stiffness of the joints

that is almost inevitable in each old industry, and in the general

relations of industries and tnwies in each old country. Above all

is an old business in an old country in danger of underrttting the

advantages of that which is new. Much that pjisses for heavy

con.servatism is one of those faults of judgment, from which

neither young nor old are free : but such errors are probably

more injurious to an old country or industry than to om- that is

relatively young and therefore alert.

Britain has perhaps suffered as much from the ciUiservatism

of her working men as from that of her busiiu-ss men. It seems

that where no re.strictive traditions interfere, the British skilled

artisan gives generally ;vs much good work for a given pay as

any other. But often operations, which had been difficult and

tlurefore highly paid, are made easy by improvements in

machinery or technique : and then obstacles are apt to be put

by the artisans in the industry in the way of their being per-

formed cheaply in an old country. Meanwhile they are relegated

to unskilled men, women and boy.s in countries whose industries

have not developed firm traditions: this is a matter of gi-eai

impf)rtance to Britain ; but it belongs to the second Volume of

this work.

Again, the charge of excessive conservatism is sometimes

brought against British banks. No one disputes their unrivalled

efficiency in the rather narrow range of tasks which they under-

take : but there is a growing feeling that, especially in regard

to new ventures abroad, rather more elastic financial enterprise'

is required than that of the British banking system ; even when

the great "accepting houses " are reckoned in'.

' See below np. .S41— .S4!l. A Germftn writer Haima that Germans lead in

every part of the London market, and eRpecially in the great AcceptiiiR Houses

tliruni^'h whose hands much of the ustional capital passes. But the instances
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r>. BriUiin't int/tutriftl le(uler»hip i» in proctiu ((f beiiig
M/illeU ami nterf/fd in that qf ttw Brituh Feil^rtUiou nfNatiom

; thr ytmiigrr tiumlH-rM of which art Imnting mudi
/rmi the present Iratfership o/hfrjirst f/reat Colony.

Britain Hurprim'd the rest of thf world, if not horw-lf, by tho
I'nerKj- which nhf h.iH .shown in the World-war: ami the English-
Hp«>akinfi: peoples of four contiru-ntH h.iv.- pn.ve«l thenwIv.-H to
be united in spirit fin<i in truth. This chapter may then-fore
appropriati'ly end with a claim that Briuin's in(luHtrial leader-
ship w to be measureci by the achievemeniH <

'

Briton.s in their
new homes ixh well as in their old: it u, jt carrying into
larger art-iirs the familiar truth that parent-s, who have br..ught
up a goodly array of noble anrl vigorous children, have (lone
more for the world than i.s shown by their own achievement,
somewhat narrowed as thi.s may have been by their resiwrisi-
bilities.

It waa observed long ago that a colony often outstrippe<l her
mother-state. For emigrants are on the average bolder, sturdier,
and more fertile of initiative than those who stay at home ; and
their departure leaves the oM country fworer in human resources
than she would otherwise have been. They may take but little
of her capital with them : but much of her capital follows them.
Her own people are wealthier individually than they would have
be^n without op|)ortunities of inveatin;; il. , ireaus i.. i.lie de-
velopment of rich natural resources in the wire of their trusted
relations: but she heraelf is poorer, and is to some extent les«
able to maintain her leadership, than she would have been if her
territory had been large and rich enough to enable all her labour

quoted by him incli ... a« might be expected, nsmei of Jews, long doraicile.1
in thiH country. Th.. splendid faeultie, of that race for such work have
brought them to the front hero, and to an even gr.ater extent in K.istern and
Central Europe: and the writer believes that he has found that "though Knglish
manufacturers of textile machineB supplied practically the whi.l.. world those
who obtained orders for the manufactures of Manchester, Oldham or AccrinKton
from Spam, South America, and even France, were commission firms founded
by Germans. The P:n«liHhman refused to make quotations otherwise thar in
yards and shillings, and to sill them otherwise than for cash payment " See
pp. 24, 25 of an English translation (published under the title EnqlamV, Financial
,uprfmacy)ot some recent articles in the Frankfurter /.eitung, nnier the head-

. 1
— T.1... = I., Ti..i:xr:^- yrtr.anzvorinMM) . EiJKUua-» miviaken

calculation
:
Germany and the inheritance of the City.

"
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imd capital to b« applicil within her own liniitii, without forcin)( I, v, 6.

rchictant nature to yield large ri'turnM from « iimiteil area of

iigricuilural land an.l mineral Btriitii. No (ioubt improvements
in tmiiH|M)rt by land and sea riable her t<> obtain ftKxl aixl

inineralH from her Dominions and olnewh.'te at relatively low

ctmt, HO long a« the pathH of the wcui are relatively st^cure

under the protection of a strong fletit. No foresight of the

dangers to b«' develop'd by submarine warfjue could have [ire-

vented the restraint which it threatens to the easy development
ot Britain'H economic life, and industrial leadership. Bui the

prosperity of her daughters beyond the seas ; and the generous
and wise assistance, which they havi- given her when under
iiswudt, are indicatioii.H of rare (qualities, which have been at the

root of her inihistrial leatiership.

Her daughters will probiihly be recognized in their turn as

indiistriid leaders in various directions. But the time for that

h;w not yet come: for a young country must win elementary
victories over nature. Her fi-ee capital is seldom equal to the

urgent demands for it, which are made by the industries of agri-

culture and transport
: and therefore, vigorous as her people may

bf individually, she has little opportunity for pioneering the

more complex methods of industry in advance of older countries,

which have abundant capital and energy free for such work.
The British Cm/ederatimi of Nations, to use a fine term

suggested by General Smuts, wiw struck alnwAt to the death by
a cruile blunder (if dull, though well meaning men, out of touch
with the spirits of liberty and progress, who drove away Britain's
Hrst, great colony. She has become a chief leader for -dl the
world

;
and the supreme leader for those peoples, who are bring-

ing .spacious territories undi-r control. England henself has only
oik- acre to each inhabitant, the United Kingdom has only two.
But the United States even now has thirty: the Canadian
Dominion has three hundred, and Australia has six hundred.
Therefore it is natural and right that they shoidd look to the
piwl development and th(> present experience of their eldest
sister for guidance as to their own development : by such means
niiiy the Industrial Leadership of Britain attain its broadest and
fuiicst development'.

' A little more is said on the matter below, I, viii, 6.
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To conclude, we have seen that leadership in industry and
trade has been obtained in the past by cities or by nations, which
have thrown energy into the use of their own " native com-
modities," to use Petty 's phrase ; and that victories in the home
market have prepared the way for victories in foreign markets.

We have seen that England's leatiership was cast in a larfjer

mould than any which went before it: partly because her

resources were greater than those of any of her predecessors in

leadership ; and j)artly because, when her time came, the sphere
o^ trade had been enlarged by opening up of new continents

and improved means of communication : but mainly because she

yoked the forces of nature in her service in production on so

large a scjile and by such powerful methods that her people
could with relatively small efforts to themselves pnxince large

quantities of things that were in general demand abroad. By
applying the law of Increasing Return to production on a large

sc<alc she made the whole world tributary to her wants, so that

the English artisan could in many respects fare as sumptuously
as the well-to-do classes in some parts even of Western Europe.

As has already been suggested, France affords the chief

instjince of a leadership based mainly on individual skill ; and
Uennany of a leadership based mainly on trained ability and
high organization. But the dominant instance of the economies
of mjissive production is afforded by the United States ; though
the lessons to be learnt from her are obscured by the fact that

the richness and variety of her natural resources render her

almost independent of many of those benefits <>( foreign trade,

which are essential to Western Europe. A chief qtiestion towards
which we have to work our way is thus : Will the now " giant

"

production exercise as far-reaching an influence over the social

and industrial structure of each several country and of the

world !vs a whole, as was exercised by large production in the

middle of the nineteenth centur\- ?

. 1
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THE INDUSTRIAL LEADERSHIP OF FRANCE.
INDIVIDUALITY AND REFINEMENT IN PRODUCTION H a

L The physical features of France have not favoured i, vi, i.

industrial concentration.

The economic fleveloptnent of Fmnce lias been more con-

tinuous than that of any other great country except. England

:

ami yet it has diverged from that of England more widely than

ha3 that of any other, which bears equally high marks of

constructive genius. And further, her industrial qualities are

representative of tho.se of Western Europe generally in a fuller

degree than are those of any other country.

There was a time indeed, at which the ascendancy among

Latin nations belonged clearly to Italy : and though crippled

during centuries of internal conflict and of oppression by external

force, she is throwing out flashes of genius, so reminiscent of

the two ages in which she wa.s the centre of the world, that

she may ere long be again a chief leader : but the time is not

yet. Spain contested for 'a while the leadership of the Italian

nations on at least equal tenns with France : but he*- best

industrial qualities were largely due to Saracenic blood ; and

the Inquisition purged her of individual originality so thoroughly,

that her later economic history is almost devoid of interest.

Portugal's genius for exploration was brilliant; but passed

•juickly. Belgium contains many cities, which have made their

mark in economic history; and there was (before the World-

war) no country of equal size that could compete with her output

of agricultural, mineral, and manufactured products. But she

has been the battu-field of Europe ; and foreign rule iias left its

marks on her.

i^

Hi

i ii

,4



i t

il

U

108

I, VI, 1

LEADERSHIP OF FRANCE IN FINE DELICATE WORK

. France is inclose touch with all these coantries: she ha-s
given to them and received much from them; as well as
from her eastern noighboure, Germany and Switzerland. She
IS thus in a sense the epitome of all Western Europe. But
on the other hand, she affonls the most important instance
of a great indu.strial country, whose people are not inclined
to the methods of niiissive production; and whose chief
strength lies in the fine results, which they attain with
comparatively little aid from those methcnis. This is a reason
for making some study of her leadership before passing to
those of Germany and the United States of America; for
their chief industrial achievements have been the develop-
ment of those methods, in various directions beyond the
lines to which England herself has brought them. Among
the inHuences, which have contributed to the special features
of French industry, three groups appear to be prominent-
geographical, racial and political. The geographical group has
of course largely shaped the racial ; and both have affected
the political.

The soil of France has been the meeting place of the best
energy of the North with the best culture of the South. But
during the Middle Ages there was no political unity; and the
various parts of what a now France were continually at war
with one another. Industry made progress in some of the towns-
but few of them rivalled those of Italy in population and wealth.
And her industrial forces Ir.cked concentration. The in-
fluences of Italian and Spanish culture, which were working
northwards in the South of France, had a long way to go before
they met those coming .southwaHs from the Low Countries.
The Seine, the Loire, the Garonne serve for internal com-
munication on a small scale ; and nearly all of the chief centres
of French industry have clustered along their banks and those
of the Rhone

;
or else at her relatively few sea-ports, or near

her frontiers. The industries of the North, the South, and the
East have never been intimate with one another i.

If

' The only French port which has ever attained quite the first rank in
world comnierce is Marseilles

: and that indeed was a considerable centre of
trade for an eiception.^Uy !.-,r,g tinie. It is a good haven, wiih fair access to other
trading ports, and with a groat river near at hand. But the mountain barrier

li i



PHYSICAL FEATURES HOSTILE TO INDUSTRIAL CONCENTRATION 109

France had excellent main roatls very early. And long i, vi, l.

before England had any canals, the engineering genius, which
distinguishes th French, had provided a splendid system of
them. In the . ighteenth cent;iry the gcKxl roads and the
canals of England had passed those of France in number and in
adaptation to the needs of business. But France set herself
to bring both up to a high standard: and in consequence of
England's neglect of her canals those of France soon passed far

ahead. Their chief work is, however, limited to the great plain
between Paris and the Northern coalfields'.

The geographical distribution of the industrial districts of
France has retained its general character with comparatively
little change to the present time. Railways have indeed spread
over her whole surface. But Paris dominated France; and
the railway companies trusted to Government aid more than to
local initiative. So the country divided out into a number of
biisins, each with its apex at Paris and extending to the
frontier, and each with its own railway system: so there is

very little easy communication between the industrial districts,

save through Paris; and in all France there is no dense industrial
district nearly as large iis can be found in England, Germany, or
even Belgium ^

through which tlie Rhone cuts its way, is so near to the sea, that its deJta is too
shifting, its mouth is too shallow, and its main course is too rapid lor easy
navigation. Had the Rhone been gentler, France might have been reckoned
with the Southern rather than the Northern countries of Europe.

' Wood was the predecessor of coal as the chief freight on French canals.
See liupin, Forces productives et rommerciaUs de la France, 1827, Livre vn. His
study of English roads and canals had been translated iuto English in 1B25 and
exercised much influence in England. Foville {La France economique, p. 94),
as evidence of the low viability of France before the days of railways, states that
in 1HI7 wheat sold for 37 fr. the hectolitre in the Cotes du Nord, and for 80 fr.

at Colraar
;
and even in 1847 for 29 fr. in lAude, and for 49 fr. in le Bas Khin!

And yet the main roads were so good that the journey from Marseilles to Paris
could, Lardner tells ua (liailway Economy, p. 28), be effected by road in sixty
hours. A map, showing on an excellent plan the volume of the traffic on the
various French waterways, is reproduced in Colson's Tnnuportu et Turifs, and
in an English Report [Cd 163(>—7].

> Seethe maps in Levasseur, Population Franeaise. vol. l; and Diercke's Schtd-
Alias fiir hiihere Lehraiistalten, a most handy hook for the student of economics.
The great mining and industrial district in the North of France adjoins the still
larger Belgian district. The department of Meurthe et Moselle is exception-
ally prosperous

;
but its chief trade is with its old comrades which havn bper,

under German rule since 1870. (See Blondel, La France et le marche du monde]
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I, VI, 2. 2. TAe political conditiotis of the seventeenth atui

eighte-eiith centuries suppressed the middle clt'^'^ so that

French iudustri/ was maitdy given to cheap I products,

on the one hand ; and, on the other, to Jii goods, eni-

bodjfing some artisticfeeling ami imlividiudjudgment.

The obstacles, which geographicjil and racial causes thus

opposed to the growth of concentrated massive pnxluction,

might have been overborne without much difficulty, if France

had contained a strong middle chiss, and large well-to-do

working population such as existed in England: but in this

matter the course of her political evolution had been exception-

ally unfortunate.

The internal wars, which had desolated France, died out

slowly during the sixteenth century: and in the seventeenth the

royal power was consolidated by Richelieu and Mazarin. When
Louis XIV took the reins into his own hands in 1661 France

was prosperous and rich. He strove to make her also glorious

and orthodox: but his wars impoverished her; his taxes were

fatal to the growth of capital ; and, by revoking the Edict of

Nantes, he prt^sented to the rivals of France a bounteous gift of

an industrial population sufficient to have created a wealth v

Kingdom. In tine, the last of the able Kings of France left

her partially exhausted'.

As the eighteenth century drew on, the extravagance of the

French Court, and the selfish use which the privileged classe.'^

made of their power, pressed heavily on the people. The taxes

were paid chiefly by the working classes, who stinted themselves

perforce with a wtvsteful economy. The luxury of the rich and
the poverty of the poor combined to make France a bad market
f(ir substantial simple goods, which were not choice enough for

p. 99.) The geographical distribution of industriea in 1789 is set out by
Levasseur (IIutnire...ava>it 1789, Book vii. oh. vi). The development of the
vast water power of the .Jura, the Alps, and the Pyrenees, may possibly create

a new centrifugal force. If the mountains of central France had been rich in

water power they might have ultimately linked together the scattered industries:

but they are very dry.

' See some statistics in the account given by Levasseur of " the decadence
of France during the wars of religion " (Histoire df» cla$ie> ouvrieres avant 1789,
vol. 11. pp. 55—56) ; following on a description of her vigour during the Benais-

li



WEALTH UNEVENLY UlSTRIBUTED BEFORE 1800 111

the ih, uor cheap enough for the cominon people. But all

the more did the markt-t which she offered for high-class tasteful

goods excel all others in richness and discernment. More and
more did her best artisans specialize themselves on work that

called for individual taste and thought as reganis form, arrange-

ment and colour : meanwhile English artisans were specializing

themselves rather on work that required strength, resolution,

judgment, persistence, power to obey and to command, and
withal an abundant use of capital. France produced more and
more delicate textile and metallic work made by indiv dual care

to catch individual choice. England (while attaining brilliant

succe.ss in some decorative industries and especially in furniture)

prmliiced more and more of the implements and the solid

comforts, which are needed by a strong well-to-do people, and
which make them stronger and more well-to-do.

So tiir stress has been laid on the influences which demand
exercised on supply. Rich and discriminating purchasers evoked
the fine and delicate sensitiveness, and the best power of in-

dividual initiative from artisans, shopkeepers and merchants:
while the absence of a strong middle class and the povertv of

the working classes, except in Paris and a few other places,

prevented the growth of large and profitable businesses, engaged
in producing and marketing common goods by highly organized
iiieth(Kls in specialized centres of industry.

This is, however, only one side of the case. The other, which
redounds wholly to the credit of France, is that her people
like most of her neighbours, but perhaps more than any others,

except the Italians, from whom they learnt much, early loved
every form of Art. They held artists in high esteem

; gloried
in architecture, the mother of the arts ; and gently persuaded
artistic ideas to filter down, through those industries in which
a d.;licate t;iste is generally refpiired, to those which cater for

mure common wants'.

I. VI, 2.

:; -i

Vi

1

' Thifi tendency has been broupht into prominence by Levassenr's histories.
He generally places "Industry" between "Arts" and "Commerce": and,
a long series of chapters stretching from the Middle Ages to the Scocnd
Republic, begins by considering the predominant influences, home and foreign,
which were at work in the fine arts, with architecture at their head. Through
those '

'
prnduoers " who earned their livinf: hy sculpture, painting and engtavicg,

he proceeds to the artistic side of high-class furniture, jewellery and enamelling

;



112 LEADERSHIP OF FRANCE IN FINE DEUCATE WORK
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I, VI, 2. In short, the more the people of France were oppressed by

evil courses which were heading for the Revolution, the more
brilliant was her success in many branches of decorative work.

But a deep-set national contrast is illustrated by the fact, that in

the eighteenth as well as the nineteenth century Paris was

surpassed by London in designing masculine costume; which

is required to subordinate itself to the free movements of its

wearer, and to combine something of grace with solid strength

and durability : while French products held the lead in reganl

to feminine costume'.

Thus France affords yet another illustration of Petty's great

ruld that the commo<litie8, in the manufacture and expirt

of which a nation has flounshed, have been generally of native

material'. But they have also been chiefly of such a fashion

lis to meet a distinctive home demand; thus obtaining the

advantages of organized division of skilled labour for the

home market before they venture out far into foreign niarket.s

:

and the fact that the home market of France was highly

specialized on fine pnxlucts, gave her an advantage in making
them for export; much of which remained with her after an

end had been put by the Revolution to that uneven distribution

of wealth m which it took rise. Thus the special features of

French industry seem to be attributable mainly to political,

military and social causes, and perhaps to some subtle racial

influences, which lie outside our present view.

Lord Liiiidenial;' writing in IHOb dwelt on this aspect of

French export tnide : and held that its basis in mere divisidn

s I
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pasHinB thence to "industry," in which a modicum of artistic instinct sup-

plements ft large amount of common labour in its application to metal, textiles,

etc. In the later periods of French history, science is found associated with art

in relation to industry.

Perhaps it is not an accident that thj chief centre of artistic industry in

France was on tlie main route from the Mediterranean to Paris. Silk, its

material, belongs to the climates of Italy and the South of France: it was the

favourite material of Italy ; and it lends itself more than auy other textile to

fine artistic effects.

' It may be noted that in 178.') a tide of fashion for English goods of variims

kinds swept over France: but was repressed by strong decree (although Free

trade was just then in favour with the French Court) on the ground that England
\»uuld not recipiocate (Ma<:pLeraou'a Annalt, vol. iv. p. 62).

'' See above, p. 33.
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of labour was less firm than that of England, which was "derived I, vi, 3.

from dexterity in supplanting and performing labour by capital "

:

or, tt) use another phrase which he quotes from a French docu-

ment of 1785, from " the use of machinery in every operation in

which it can be employed '."

3. The Revolution removed inauy ohstfieles to massive

produetion. Bid the equal division of projtertjf tnade for
iudustrifd quietinni ; and in spite ofthe exceptiorud brilliancj/

of her engineers, France owes relatively little to the aid of
mechanical poirer in manufacture.

One of Colbert's chief ambitions was to endow his favourite

iiuinufactures with the strength that may be derived from

capitalistic production on a large scale. Accordingly he set up,

directly or indirectly, many considerable factories, which had
.some sort of royal privilege, and which were called " Royal."

The Gobelins and a few others belonged to the King and wen-

managed on his account: the majority hfid merely a more or

loss e.xtensive monopoly granted to them ; supplemented often

by sonic grant of money, or at least some exemption from taxation.

But the seed wtis sown in uncongenial soil. Royal protection

barely defended them against the hostility of the Metiei-s, or

brotherhoods of the masters of crafts. A new era began with
the Revolution, though it inherited very much from the old'^.

' ]<using himself on the same document, he tihowa that the finer qualities of
woollen, silk, linen, and glass ware were better and cheaper in France than in
Enpland; while the coarser kinds were better and cheaper in EnRland. France
rxcilled in china, England in earthenware; France in gold and silver work,
Kn>^land in hardware. Similar contrasts had been made earlier. Thus
Itritiinnia Lanijiienn, IHSU, lamenting that "the English '. ^ve never attained to
n>ar so universal a manufacture as the French," is full of eoinparisons of the
tlimh)

,
but tasteful French goods, with the strong, serviceable English : and so

are the Dialogue heticem Vunteiit and Complaint, 1677 ; and Fortrey's Enylaml's
luUrnt and Improvement, 1C73. IVfoe says that "As the Englishman gives
more strength of sinews to his strokes in the loom, his work is firmer and faster
and carries a greater substance with it " than foreign goods do.

In Marlborough's wars the French armies dispensed with English woollens,
and so they went in rags (AtUu Maritime, A.n. 1728, p. 109). Napoleon there-
lore connived at the clothing of his soldiers in English stuffs, even while strain-
ing every nerve to exclude English goods in general from the Continent.

- These observations may be taken in conjunction with the general discussion
of Colbert's eoonomic poUey in Appendix 1), 6. A study of the i=truggie= of •' !a
grande Industrie" will be found in Levasseur's Hittoire...at'ant 1789, especially
liook VI. ch. HI. See also pp. 762—7 ; and 952—4.
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lU I-EADERSHIJ' OF FRANCE IN FINK DEMCATE WORK

I, VI, 3. Tho troublous pt-riod 1793—1815 saw France deprived of

many of the bmvest, strongest, and best of her -sons. But those,

who remained, derived a new spirit from that partial free<ioiii

which they htvd won ; and, the Taillt; being removed, even the

poorer ptiasjints were no longer pressed down by extreme w .nt.

So fresh energies were given to the arts of {X'acc. But ti.osf

arts were cultivateci in the main on old lines. There was still a

hvck of the capital re(juired for the general sidoption of English

machinery; and the people were still, for good and evil, some-

what disinclined towanls English conditions of work.

The restrictive regulations of the State and of the Metiers

before the Revolution had checked the spirit of enterprise : and

the universal application throughout France of the law of e(pial

inheritance (which had been only local before) is said to have

materially lessened the inclination of a manutiicturer to get

together an expensive plant; since it was almost sure to be

broken up at his death'.

Again, this law of equal inheritance incrcixsed the number of

arti.sans whose minds wen' partly given to their little plots of

land ; and who, while willing to work at convenient times for

low pay in or near their own homes, were not willing to abandon

their land except for very high wages. These causes strengthened

the individuality of the French work.

There is a sense in which solidarity is characteristic of thr

French temper. It is an integral part of French idealism, it

dominates those great waves of sentiment which from time to

time sweep over the nation. It gives an intense fervour tn

their patriotism. It prmiotes, and is promoted by, their ten-

dency to lean upon the (i(»vernment for aid in difl^culty; and to

approve an amount of regulation and authoritative interference

in their ati'airs which would be burdensome to Englishmen.

Pushed to extremes it becomes hostile to independence and self-

reliance".

' See Poinsard, Libre-ecliange et protection, pp. 479—485, 48S<—490, and 'yii—

528. The gradual growth i)f joint stock companiea for n''aiijfacture slightly

diminishes the force of these considerations, since shares in a ccmpany could

be divided without disturbing the business.

" Compare M. Deraolins' discussion of the different conceptions of solidarity

held by the Frenchman and tne Anglo-Saxon, A qiioi tieut la supertorite dcs

Anijlo-eaioM, in. 4.

it
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IVDIVIDUALITV VERSUS MASSIVENEHS OK PRODUCTION 115

But on the other hand the great economic solidarity of the I, vi, 3.

French taiiiily, esjjecially in the country and Bmall towns, fosters

a certain aloofness, a certain disinclination to >,he organiz^ition

of self-help, as well as to the steady and unyit'lding routine of

the factory. M. Blondel says:

—

"It is because the spirit of

association has remained very superficial with us, that people

have been able to say with good reason that, what we want to

learn is not so Tuuch how to pnxluce, as how to combine the

elements that constitute an industrial ojjenition, and how to

turn our own inventions to account and derive benefit from

them'."

In all this time Fnince was held back by the scarcity of her

ca{)ital; by some lack of initiative among her business men, as

(liNtiuguished from her professional classes; and not least by
thr meagre focnl of her working classes. For machinery had
ahcady increiised greatly the volume and weight of the work,

lor which each operative was responsible : but had not attained

ti) anything like its present facility in taking the main brunt of

all heavy work on its (jwn .shoulders^.

Here seems to lie the chief explanation of the fact that even
when English methods of n^^ssive production were introduced

into France, they seldom attracted the best workers. Cotton
factories grew up under the shelter of Protection : but their work
went heavily, and they did little credit to French energy. To
the same cause it was due that Englanil was able to export

considerable quantities of plain silk stuff's to neutral markets in

the face of French competition, and a little even to France
hei-self.

' La France et If nmrche du motiite, p. lOit. The consideraljle success of the
c .ufieiative movement in France may be quoted on the other side. But its

most brilliant example at Guise has been marked by the dominance of an
iiulividuul will.

- Arthur Young t,TraveU in France, 17S7—9) tells of the great state which
could be kept up in France on a moderate income, partly because servants were
CDiitented with low wages and cheap food. It is well known that when Thomas
Brassey was building railways in France, the native navvies could do but little
work in comparison with the Knglish standard, until he had got them on to
English diet: after which they did not lag very much behind. But, as might
have bten expected, a similar experiment in regard to French textile operatives
111 i not yield equally good results {lieuort nf Committee on Factories. 1832, Q.
t '< tl). Much information on wages and food in France and elsewhere is to bo
found iu h,>m.>n8' Arts and Artiaam at home and abrotul, 1S39.
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LEADERSHIP OF FRAVCE IN FINE OEUCATE WORK

The finer silk inamifactiircs called out all the beHt French
qualitieH. The French climate favoured the pnxluction of raw
silk and itH manufacture. And, what wa« much more important,
the French understooil the importjuice of taste, variety and
novelty in desi^, which the English did not. They had schools

for designers ; they gmnted copyright to new design.s. In France
IX single manufacturer would have several designers at work on
his premises, while in England a single designer would work for

sevenvl manufacturers.
. .nd in the mor«' delicate and intricate

patt<-ms, the economy of machine jK)wer counted for little : a
rather proud retiring worker in his own cottage would do the
best work, caring for the design and sometimes improving on it".

This organized team work in design anticipated organized
team work in the technical applications of science. As far back
!us 1838 French manufiicturers had anticiimtcd the m(xlem jirac-

tice of Gennany and other countries in applying chemical skill

to "beautiful improvements in calico printing....There is not

a printing ground there without its laboratory, or without its

working chemist, whose business it is to carry on experiments
with a view to improve the proces.ses''."

The case was similar a~s to machinery. A few mcti of excep-
tional ability and a[)titude organized excellent machine factories,

the products of which were unsuqMissed. But in genenil French
machine factories were behind those of Belgium, and not in

'wlvance of thosj.' of Switzerland''.

I 5

-I
^

' There is much evidence on this subject in the Jleport on Import Ihitien. 1840,
and Leaf (Q. 32(i0) given as one reason for tlie superior taste of the French artisans,
that "jirovisiona being cheaper, tliey are not comi)elle(l to work such lon^ hours
for their maintenance, and they are able to take more pleasure, and to cultivate
taste more than the workpeople do liere."

The Select Committee on Arts and their connection with Manufactures
183.5—6 also were much occupied with the influence of foreign importations in
rouainR the British manufacturer to a sense of his deficiencies in design and
in technique: when the excellence is in quality, and not in cheapness, the
"foreign goods are found to be Frencli in nearly all cases." The present writer
has seen a man weaving, in a cottage not far from Lyons, a fabric which was
to be sold for 130 francs a metre: he scorned power looms, partly because a
single spot of grease would cost more than a week's earnings.

2 Evidence of a Lancashire cotton printer before the Committee on Manu-
factures, etc., 1833, Q. 3.577—35H7.

' See the evidence of the famous Maudslay and of Galloway before the
Committee on the Export of Tools and Machinery of Is'iG : also that of Withers,

*.. mmrm



INDIVIDUALITY VERSUS MASSIVENESS OF PRODUCTION 117

In the latter half of the nineteenth century the increase of I, vi, 8.

wealth in France bt'canie ve.y rapid, in spite of her great

military exiwnditure in jH-ace and in war. For the Frenchman

works well, thoujjh he i.s aver«e to beinj^ driven ; and though

fond of amusements, eBjK'cially in the towns, he Uikes them in

inexpensive ways. His income is generally smaller than that of

the Englishman ; but his wife is an economical manager, and

turns inexiHjnsive fixnl to good account. So expenditure is

gcrnnilly kept down below income; and France is in ihe first

ni . of capitalist countries'.

It is however a noteworthy, and not altogether healthy

sign, that she appears to devote no very large share of her

wealth to new industrial and commercial enterprises at home

or abroad. The growth of her factories hardly keejw pace with

that in several neighbouring countries. And her very large

holdings of foreign securities are said to consist mainly of

Govtrnment bonds, with a relatively small addition in the shares

of industrial undi'rtukings : in so far lus this is true, its cause

may perha|)s be sought part.ly in the fact that her jx.'ople do

not travel much. And yet Frenchmen are specially fitted for

certain large enter[)rises by their talent for engineering. From

early times French cathedrals and fortifications, French roads and

canals have borne evidence to high creative faculty. Since the

Revolution the engineering profession has been held in siKjcial

honour in France : there is j)erha[)s no other country in which

the ablest lads are so generally inclined towards it. The ex-

cellent technique of her railways testifies to a high level of

engineering ability ; and the success of the Suez Canal and

other great undertakings indicates largeness of conception on

the part of her leading men.

an EiiKlish engineer established in Belgium, before the Correi«pouding Committee

of 1841.

' It is said that, where there are onl.y one or two children, French parents are

apt lo work less and to save less than where there are many children for whom
portiuns have to be provided. In so far as this is true, we may not count as

a cause of the high average wealth of the French the fact tliat they have spent

\em un rearing their families than more prolific races. But of course the aggre-

gate wealth of France, and her importance in the world would have been much
greater if they had been more prolific. On the general subject of the influence

of:; lu'.v birth rule on Iht: growth uf WCailli set: LcVaasclir, PvpHtCttiOH rrdrtyjisc,

vul. Ill; and Leruy Beaulieu, (icunomie Politique, I'art vii. ch. u.

' |;v
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I.KADEKHHII' OK KKAXPR |\ KINE DEIJCATE WORK

Anotht'i- Hide of thr wunc fiioilticH in Nhnwn in mich iimmi-
>iu'tiin's an th(wo i.f th«' biryclf, niot:«)r cur, siibtniiriiu', atxJ

afn>|i|jiru'
;
when' French inv-.-nturw havr l.-d, and ,i fi-w Fn'iich

• •|M-nit,iv.-in..rh«iiicM <li«pliiyc<| nHkill, ii jiidgiiu'nt mid n n-Honcv
which an- nowhere HuquwHed. A» these new delicate indii.strieN

have reached the stajje of maMNive pnMliiction, the facultv of
<liMcipline«| Hteadfiwt work bi-conioM more iiniM.rUnt: the motor
car, the submarine and the aeroplane tend to find their chief
homes in other ooiintrieN, iis the bicycle did lonjj ago. Hut
th.Te \h no sign that her engii rs will cease to devise, or that
her small but noble army of first-class mechanics will cease {,,

execute, new constructions in the van of progress.

4. Imfindttn/tff/ in prwlmtioti ronfrmlM iind^r trrr
inrrta^imj tllffi,nltitH <n/tu»Mt thrfoncH <>/ inifMm oif/iniha
tioii. /Iftmfration /rmn iuduHtnex iouticctal vit/t Jii^hioii.

This sfimt' tendency is shown even more conspicuouslv in
those industries in which the leadership of France hius i)eeu
long established. Thi- individuality of her designei-s and hei-

best ojM-ratives still show.s itself most fully in that ma.stery of
l<>nn and colour which calls into k-ing an endless variety of
ppKlucts, each of which is individual in character and each of
which is a harmonious whole. Thus new Parisian gocwls are
sold at very high prices to the richest customers in all countries.
In thenextstagecopiesofthem.madechieflyby local hand labour,
are sold at rather high prices to the miMlerately rich. The liisi

stage is the adoption of the new fiushion for general use: and, for
that puqKwe, people in commercial countries, endowed with a
high faculty for organiaition, study the importeci French model,
catch the keynotes of its idcjis: they translate the.se ideas as far
as possible into mechanical language, and produce pjissable imita-
tions for the middle and working clas.ses^

To meet such competition France is driven to make a little

' Going further. American and other dealers in various textile fabrics of
.l.anKeful fashionR will get independent idea« as tn some new fabric or pattern
hy Ktudying the general trend of U'xtile products and costumeg in Paris But
these Ideas need to be translated into the lanRuage of highly gpeoialized
machinery before they can be commercially successful. So they have been taken
lo some appropriate centre, perhaps Saiony. where th^y are pu' into prs.-t-.-:;!
shape. J ., -. .,

I

ll
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use (if iriiixnivc iiu'thfxiH htTMt'H', cvfii iti industries to which thty I. vi, i.

uri' fiot wholly iip|iri>|iriat('. But the d mlci of th»' iigt' is to

ri'<iniri' thf jinxlufcr to show his j(oo<is to thf jtnn-hrtHcr. The

imrclijiscr dors not, as ii nilf, now ^i> to the prixliictT iinh'SH he

II ill (|ticst <if j^imkIs of u very special kind : thcnforc, when the

Krcnch gixxls have rcnchc*! the stage of scnii-nicchfinicfii iniitiv-

tinn, the untiring push and UM energy of the travellers for

(ierman and other firms have ha<l an advantage over their French

rivals. .MeanwhiU'. however, Paris may have made one or more

rifw iiKHJeis, which can Ix sold at searcitv prices to those who

ari' tired of the last mixlcl, partly because it hjis become some-

ivhat vulgarized. Thus I'Veiich creative faculty is the source

iif a constant stream of wealth : but the f)r:'adth of this stream

ilocs not increase as fivst as does the number of people in the

two hemispheres who follow the lead of France.

Her special faculties are of more force in the ilcithing than

ill the textile industries. Hut the texture and patterns of some

of her wo(, liens as well as her silks, and the patterns even of her

cottons enable her to sell at prices that yield giwHl wag»'s to

her openitives. The fine anil delicate perci'ption shown in her

witii's and other foixl products is as marked, though not as

uniiiue, its that shown in her ornanu^ntal fabrics.

To maintain her position France needs a continual supjdyof

fresh inventive' minds . anil here the predominance of Paris may

possiblv prove a source of danger: even Lyons is saifl to depend

increasingly on Paris desigiu'rs. Kvery great capital city attracts

ihe brightest and strongest minds from the whole country: but

III Fiance this attraction is more powerful than elsewhere. Coiii-

priRitively little of the intellectual and artistic vigour of Paris

i-i to be seen in provincial towns, and still less among the

.igricnltiiral population. The sterling finalities of resolution,

tiunily affection, and thrift, which ]>revail among the peasants,

^ive strength and stability to F'r.mce in an hour of peril. But

they ilo little towards filling the gaps in the ranks of brilliant

inventors and designers, which are caused by the exhausting

nervous strain of Paris, as of every huge city. Worth himself

was not a Frenchman. The strong designs of Morris and .some

other Knirlishnien fi,>r w.'dl p:irier. iind other (leconitions hnve

made way even in Paris. And such work us that of Liberty

a^> i

Ii
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1. n. 4. his shown Paris how Englishmen have profited by the supreme
lessons of Indian art.

England muse herself look forwanl to a time when her
natural resources will have become scanty, while the arts and
resources of routine mechanical manufacture will be the common
property of all the four quarters of the globe. The experience
of France in the past must raise for England some hopes and
some anxieties. These are likely to be heightened and deepened
as the twentieth century draws on: and Englishmen will leamm the future, a.s in the past, some of their most instructive
lessons from across the Channel.

In conclusion it may be remarked that those French in-
dustries, which have received most aid from Government by
bounties, and by Protective duties against competitive imports,
are not those which have flourished most. Chief among them
are her shipping industries, her heavy steel industries, and her
manufactures of common textile stuffs. None of these indeed
are specially congenial to the temper of her people: but their
progress has been sufficiently slow to give some support to the
notion that Governmental aid to old industries tends to check
enterprise

;
unless indeed those, who receive it, are exceptionally

full of energy and encouraged by openings for great work
Government has given little or no special aid to those industries
whose products confer distinction on France on account of their
hneness and delicacy; and cause them to be preferred to all
others m neutral markets, and therefore to sell at higher prices
than are to be had for similar pro Uicts of other countries.
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CHAPTER VII

THE INDUS IIIAL LEADERSHIP OF GERMANY:
SCIENCE IN THE SERVICE OF INDUSTRY'

1. The ecoHomic unity o/Gemiany ivvis achieved tardily, I. vn, i.

avd in tipite of many hindrances : but the movement was

working under the emrfacefor some time htfore it succeeded

with apparent suddenness.

At various times in her history France has disputed the

leadership of the Continent of Europe with Spain and Austria.

But Spain has declined ; and Austria is no longer the chief

leader of the German people. In fact her richest province is

Bohemia, which is Slav rather than German ; and less than a

(luarter of the population of Austria-Hungary is German.

Therefore the " German Empire " of to-day stands out as the

chief heir of the great traditions of the German race.

We have seen that England and France have passed each

through alternating periods of rapid progress and relative

retrogression : but that their history has been in the main one

of continuous increase in unity and strength. In marked

contrast has been the history of the German people. During a

great part of the Middle Ages and for some time afterwards, it

was full of glory. For several centuries internal discords and

ho.stile invasions forced Germany into the background ; but

' This chapter was written before the World-war, and the use of the present

tense in it inay be taken to refer generally to the years 1910—13. As little change

as possible has been made in revising it daring 1917 : tlioagh many of those,

who have owed maoh to -^ermany in the past, have felt that Oerman character

has changed, since the whole youth of the nation in their most susceptible years

were broaght under the influence of a militarism, whose spirit and ethics were

those of Fredoriak II.
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I

in the last half century she has moved rapidly and steadily
forwards to a place in the first rank of the pioneers of political
and economic progress. In this sense she is a new country

;

and we shall see presently how she shares with America and
other countries, which are commonly regarded as " new," a(.n)e
of the advantages of youth. But her present strength' is not
fully to be understood without some reference to her inheritance
of germs of great qualities from the distant past. Atavistic
influences need to be noted in regard to races, in the same way
as m regard to individual families.

History shows the German as affectionate to those near
him

;
but as rather narrow in his sympathies, and as inclined

to " particularism "
; that is, to undue insistence on the separate

mterests of the particular social, economic or political group
in which he finds himself; and yet finding pleasure in fighting
m the pay of strangers. The present German inclination towards
Cartels has something reminiscent of the Hanseatic and other
Leagues of German cities in the Middle Ages.

The land, that is now Germany, contained in the Middle
Ages more cities that could claim leaderehip in trade and
industry than any other except Italy. They joined together
in Leagues, generally of an informal character, and with ever-
shifting boundaries: though with enough consistency to per-
form the almost national task of clearing the northern seas of
piracy. This shifting of boundaries was due partly to the
dominant note of German character, partily to the fact that
changing conditions favoured affinities, first in one direction,
and then in another over the wide land.

Gradually most of the cities lost prominence and sank back
into the surrounding dominion, from which indeed they had
never been wholly emancipated. Then came the Provincial
stage, in which German Principalities, great and small, grew
and declined: they combined and recombined under the influence
of the same causes as had operated before, together with the
alliances and the intermarriages of princely families.

The Roman Empire, though by this time regarded in-
creasingly as a German Empire, was not a very effective bond
of union

:
partly because its chief seat was in remote Vienna

and It looked eastwards ;is well as westwai-ds and northwards.
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Even the rise of Prussia seemed rather to accentuate than to I; vn, i.

allay German discord : for Prussia was suspected of some want

(if consideration for the interests of others.

Misfortune followed Gemmny till about 1850. A few of her

industries, especially in Saxony and the Rhineland, attained some

success ; but speaking generally she remained poor relatively to

France as well as England, and backward relatively to both of

them as well as to Belgium ana Switzerland. But when one

looks below the surface, one can see that the true German

spirit was merely overlaid by incessant strife. It never died

:

its revival was largely due to a revolt against the slaugnter of

Germans by Germans under Frederick II and under Napoleon.

Driven in on themselves by jwlitical failures their thoughts

founded " an empire in the air," that is, an empire in philosophy,

literature, and music. This empire in the air was not Prussian.

It was German. And the ideal empire was the foundation of

the material'.

In the first half of the nineteenth century the Universities

were common meeting pLaces of men from all parts of Germany.

Passing from one to another, teachers and students alike propa-

gated a German, as distinct from a Provincial, movement in

philosophy and learning, in literature and music. This intellec-

tual unity had made great progress before much attention was

paid to economic problems. But gradually the inconveniences

of the commercial subdivision (Zersplitterung) of Germany

became prominent : so that some, who cared but little for mere

material considerations, took advantage of the irritation caused

by these inconveniences; and pressed for commercial unity>

pirtly for its own sake, and partly as a means to larger ends. The

movement took the form of the Zollverein, or Fiscal-league.

In 1852 the League encircled practically the whole of Germany

by a single customs frontier, within which goods moved freely

:

' When Frederick II died, the following incomparable groups were alive:

Haydn, Mozart and Beethoven ; Kant, Fiohte and Hegel ; Lessing, Goethe and

Schiller. But Macpherson, AnnaU of Commerre, under date 1762, quotes, as

proof that Prnssia would not become industrial, a proclamation by a Prussian

Governor of Saxon Freiburg, who was less liberal than his master :
—" It is an

indecency not to be suffered for burghers to presume to talk of state affairs, in

which such pitiful creatures can do neither good nor harm."
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the taxes collected at the frontier being paid into a common
purse'.

The League finally removed those hindrances to internal
commerce, which in List's words " lame internal traffic, and have
much the same effect as if every limb of the human body were
bound by tight ligatures, so that the blood could not flow from
one to another." Its benefits were unalloyed by any consider-
able drawback from the point of view either of the enlightened
Free-trader Nebenius or the enlightened Protectionist List. This
was mamly because it introduced a free circulation into a terri-
tory which nature had made compact, and which man's quarrels
and jealousies alone hkd separated. Of courae the success of
the Zollverem aflfords no good argument in favour of a com-
mercial union, imposed on countries to which nature has assigned
separate froniiers, widely removed from one another. For that
would introduce much friction : and. if it involved the imposition
of complex differential duties on things which now pass British
frontiers freely, it would perhaps reproduce on a larger scale
many of the evils from which Prussia suffered, when her territory
consisted of some seventy fragments scattered over Germany
The success whirl, has followed the founding of the German
Zollverem, so far from affording a strong argument in favour of
such a union, tends rather to suggest that it should not be under-
taken lightly^, though a closer union in spirit of the various
members of the British Confederation of States would be worth
more than much economic gain.

tariff "^iJnnr"*^

for it.s best comprehended by a glance at maps, showing theUnfl frontiers which ,t removed. In this connection see the map in theEncyclopaedia Bntannica, s.v. Germany; also map 107 in the Atlas of theCamftnd,. Modem HUtory. The present subdivision of Thnringia coLtnSrather closely to those which were common throughout Germany not ZTo
ihe haml :,

" '7 "°' !""' '* ''^ ^°°""'' °' '""> -^«»' Principalities nTw."The human element m the formation of industrial Germany i, well shown in

m,Tv. ' ''"'' °' '^^ '""'""""' "^ """'"^ «-'-"2'. -PecX chs

may bTmade ^o r*? '^tf
'"^'""'"'' " """"^ l»t«"ta««: meanwhile reference

Rn,nK \ n n !
"*'•*' '"''°""' 8'^«° °' *''<' ZoUverein in Appendix F

fr, ; iT'""
^'"*'«">'*«^*«/'. '• "• ^7" "tress on the hindr,Zs which

hl«7 ..H . • ,

^^'^ "' P'"*'^ responsible for the fact that simple

a hundred years ago, a» U did in England some two hundred years ago
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2. ThefcicUitiesfor traffic, begun by the ZoUverein, tvere I, vii, 2.

developed by raiheays, and have helped to build up much

the largest industrial district in Europe.

The Rhine, deepened at critical points, now bears a large

number of barges of 5000 tons each, which carry coal and other

heavy products at relatively low freights, nearly up to the

Swiss frontier. Other rivers have been improved in like manner

though to a less extent : while an admirable system of canals

connecting the chief river basins of Germany is already doing

much, and is expected ere long to do a great deal more, for the

general cheapening of heavy traffic throughout the northern

half of the country-'.

Her first railways came chiefly to those districts, which were

already best supplied with water communications; and were

the richest, partly for that reason. Even in 1850 Westphalia,

Rhineiand and neighbouring parts of Germany formed an " ex-

tensive basin of population, commerce and industr}', subordinate

and tributary to which the other systems of railways of the

Germanic states may be considered'." In this, as in other cases,

strength has been the source of strength.

Railways have made the lower Rhineiand and Westphalia

into much the strongest compact economic unit which exists,

or which seems to be in progress of growth, anywhere on the

Continent of Europe. And it is connected by close networks

of railways on the south with the iron-mines of Luxemburg and

Alsace, and the industrial districts of the upper Rhine ; while

on the east a similar band stretches out through Saxony to

' By aid of canals goods can be sent from the Rhine into Switzerland and

the South of France; and Berlin, in a level district, has been connected without

difficulty with Hamburg, Stettin and Breslau ; and so on. Much of the inland

water traffic is indeed liable to be suspended in winter by ice ; and summer
drought often obstructs traffic in the higher reaches of most rivers. But in

spite of this compulsory idleness of the plant during a considerable part of the

year, the inland freights by water are generally about a third of those by rail

;

though they themselves are low in comparison with the English rates. More
is said on these matters below, III.

' Lardner, Railway Economy, p. 460. Railways came late to (termany : in

1840 she had only 400 miles of them ; and she had imported from England and
Belgium most of their plant. Now she has a larger mileage of them than any
other country in Europe : their density of traffic is much lees than that of

English railways, but it grows rapidly.

'f;
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I. vn. 3. Silesia. These two broad bands produce about half of the iron
and steel products of the Continent of Europe'.

To the advantages of a central position, and the absence
ot any considerable range of mountains, except in Southen.
Bavana Gennany adds those of a very large expanse of land
nearly the whole of which repays diligent and wise cultivation'
Her soil ,.s not indeed as rich, nor her climate as favourable as
that of France

;
nor has she much land that is as good' a«

(say) the b'st fourth part of that of Britain. But she has n„
hopeless waste lands to compare in the aggregate with the cold
mm-sodden moors and low mountains of Scotland, Ireland
Wales and England

:
and her hot summers are better suited for

wheat, sugar-beet and some other crops, than those of Britain
are. On the whole she could probably supply food to a larger
population m proportion to her area than Britain could, though
1C.S.S than France could, with an equal application of labour and
mechanical appliances per acre. But in fact her population is
^ss dense than that of Britain and much denser than that of
rmnce-.

Further she has half of the known coal deposits of Europe •

and her potash deposits are without any rival. But her supplies'

m^L'^^'Z^^V^^"" '!"u
'"'"'"' '" **'"^ '''° ''»"<J«' especially near the MiddleBbine and m the stretch between Westphalia and Sa.onr Theextension o theband runmng eastwards beyond Sa.ony is narrow. But the two band togetW

r.nH t r *"' ""'"^ "^ *^^ '"° '"'"°'"'' districts on the Continenfnexm mdustnal importaiice, which cluster round the old seats of mediaeval !ndustry .a Italy and the Low Countries. A general u^ap of Euro^f ho^^, anarea of dense population luade up of most of Belgium, together with the neil

RhinelLrr J'^T: '"'' ""* " '" ""-"P-' - '» ^ comparable wUhKhmeland plus Westphalia, to which it is next in rank

orJt^i!vi^""'"nf''
°^

*''f
"""""'"^ population, male and female, in the three

n"L VllZdii' i'f"
*""• ''"""''^' ""-^ ^^'^'^^^ (2) manifactureTndn mmg 3) trade and transport respectively, are : in the United Kingdom. 13-0 •

4. 8; lb-3 m Germany, 35-2; 400; 12-4: iu France, 41-8; 35-5 95 (Thehgures for Germany relate to 1907; the rest to 1901.) Forty-hve'pLtnt of

tins fact s partly accounted for by the considerations that, (1) many menwhose mam occupation is different, work in the fields a ««;! deaT and (2^agncultunsts ,n military service are not reckoned in these Tgures nor are•oles and others who work m Eastern Germany m the summer and returnhome for the wmter. The families connected with the first group in German^

different.

'*"""••"" '^""-'^ '"•-• "™Dcrs ol those employed are not very
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of iron ore came chiefly from Alsace and France before the I, vn, 2.

World-war.

It is a notable, though not altogether accidental, fact that

the richest, or nearly richest, provinces of all the seven countries

by which Germany is surrounded, are contiguous to her

frontiers; and find traffic for her railways. Part of this is

transit or " through " traffic. But much greater importance

attaches to trade which is conducted in through trucks between

every part of Germany and the countries by which she is

surrounded.

British exports and imports must generally be moved at

some expense, and often with some extra risk, from truck to

ship and from ship to truck. But, in suitable cases, truck

loads can be sent straight from the producer into the warehouse

of the consumer alike in Germany's import and in her export

trade. She does not send as much as three per cent, of her ex-

ports to any country whose frontiers do not march with he«,

except only the United States and the United Kingdom.

The markets of Europe are at present richer in the aggregate

than those of any other quarter of the world. Germany is in

the heart of them, and railways have made Europe like a

steppe which a caravan can traverse in any direction ; while

the cost of carriage by the modem caravan is but a very

small fraction of that by the old. Were it not for the heavy

tariffs which she and her neighbours levy at their frontiers, it

is probable that the economy of transjx»rt which railways within

and beyond her territory are providing, would have widened

tlie Eurojjeau markets accessible to her manufacturers nearly

in i)roportion to the square of that increase in economy : and,

even as it is, they have widened the markets very greatly'.

Thus the geographical features which have always adapted

her for unity, have been turned to full account. During thi'

long years of her subdivision, she had singularly attle oppor-

tunity for massive production : suddenly she obtained excep-

tional advantages for it. She has developed these ail vantages

on lines peculiarly her own. On one side they represent the

' As to the Law of Squares in transport and trade, see above, p. 27. As to

the advantages which (iermany derives from her couhguration and position, see

Gruber, Wirt»cluxft$geographie, Division i.

1 i -'I
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I, «i, 8. Strict discipline which men of iron (Frederick II, Bismarck and
others) have developed for good and evil in Prussia, and in a
less degree in the rest of Germany. On the other side they
represent that zeal for education, which was associated with the
rise of the national spirit. These two motive forces, acting on
Germany's great geographical advantages, have naturally, if

not necessarily, made her the leader in the applications of
science to massive production.

In fine, from the geographical and material points of view
France and Germany are in some respects similar to one another,
but from the human point of view the contrasts are more marked
than .he resemblances. For two hundred years, during which
F ince was united by a strong national feeling, Gennans were
largely occupied in fighting one another: and yet individualism
is a French rather than a German characteristic.

Thus the products of the workshops of France make their
way through their excellence and in spite of their high
price

:
and, when they yield ground to products of her factories,

the cause is often that her high grade individual work can
no longer hold its own in competition with cheaper machine-
made productions

: for these are ever approaching nearer to the
delicacy and variety of that work, in which the sensitive hand
does more, and the machine does less, than in the large factory.
But in Germany the case is the reverse. Where artistic sensi-
bility is required, the best handiwork of Germany is seldom
either as individual or as fine as that of France ; and it does
not always reach the highest standard of England in products,
that demand absolute exactness and delicacy of finish. As
a rule the products of her workshop and domestic industries
rank rather below than above the products of her factories, and
make their way by a cheapness which reflects long houk uf
labour and low earnings. A displacement of such expirts by
factory-made goods generally indicates a diminished use of in-
effective methods of production, and an increased use of methods
in which her faculty for organization, her habits of jrder and
her methodical training are turned to good account i.

'The growth of large busineBses in some parts of Germany has been very
i&yii

;
but not in aU. The iu»t iudastrial census, that of 1907, showed asmany persons employed in small businesses (1-5 employees) as in large concerns
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3. Germany $ zealfor ttolld edtieatimi lai/n thefminda- i. vu, 8.

tioH (if Iter tTtdiuitrlal proyrem

Gennany holds a leading place in scientific studies ; and she

JH without a rival in the organized ajjplicivtitms of science to

practical problems. In 1828 Liebig set up a chemical laboratory

at the University of Giessen ; and a great part of the subseijuent

rapid advance in the chemical techniijue of prixluction is due to

his pupils, and to others taught by them in Germany and
elsewhere. France indeed, the true mothtr of chemistry, has

contimied to work mainly on her own lines. But America's

.scientific studies came early under German influence; and

Britain followefl gradually.

A chief strength of German eduavtion lies in its order and

system. Discipline is indeed a foe to spontaneity ; while

Hpontiineity is the chief creator of original work, and especially of

that which makes epochs in thought. This danger has not

been overlooked : and organized efforts for the increase of spon-

taneity have a place in Gennany's educational as well as in her

military system : but after all spontaneity is the only effective

inspirer of spontaneity, and its only trusty guide. The disciplined

life of the German schoolboy is indeed a good preparation for

subordinate work in factory or counting-house. But it attains

only a partial success in the education of self-reliance; of the

ability to forbear as well as to bear ; and of (juick intuitive

sympathy. The education which boys receive from boys is the

chief .source of that political faculty, which in spite of some
blemishes, has held together the British Federation of Nations
in bonds of syrapxthy and affection ; and history seems to show
that the German people are somewhat deficient in it.

Not the least of the benefits which railways have conferred

on the industries of Germany, lies in their quickening of the

intercourse of her Universities. Though German Schools

have a severer discipline than the English, yet in German
Universities both students and teachers have great freedom

;

whil(> the constant migration of teachers as well as .students

(51 or more). Medium concerns (6—50 employees) showed only two-thirds as
many as each of the other groups. An excellent compressed account of Induttrial
Gennany by Ml W. H. Dawsou throws much iight on the subjects of this and of
some later chapters.

M. I. T. 9

:;^
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I.v.,.8. from one University to another brings a national opinion to
bear on each one

: and thus, in npite of the freedom, which
18 generally allowxKl to each Professor to choose his subject
and his method of dealing with it. Oennan Univereities combine
order and efficiency in a remarkable degree.

Thus all the world has had much to learn from German
methods of education. But the lesson must be itself criticized
and made the starting point for further progress. In particular
It seems doubtful whether the discipline of German school life is

a good preparation for making use of the unlimited opportunities
for sjwntaneity which are ottered at the University. Moreover a
wayward teacher .sometimes turns his liberty to bad account
by directing hi.s pupils' attention to secondary issues before
they have ma.stered leading principles. In the result it appeals
that though German original work is of prodigious volume it
often IS somewhat lacking in penetrative power. The matter
IS one on which an Englishman will speak with diffidence. But
there are some reasons for doubting whether the average student
at a German University is as well taught, or takes his studies as
seriously as the avenige student at English Universities, in spite
of the undue predominance of games in them. But most of the
vast number of Gennan Univereity students (some 65,000) get
so far in touch with scientific studies, that in after life they are
inchned to take seriously any scientific issue that impinges on
their business; and they then find some five thousand trained
chemists ready to respond to invitations to earn their livelihood
by special skill'.

Again the military drill, which is imposed on all citizens
ot full phy.siaU strength, gives some fimness to very weak
characters, and helps to prevent the growth of a class of pro-
fessional paupers. But perhaps it does some injury to many
fine and sensitive characters, and even checks the development
of the subtler forms of manual skill; as well as of the highest
genius that might find vent in literature, art. and science.

Ihooe qualifications are important, but it remains true that
the amount of intellectual activity in Germany is greater

barker, 1912, chs. xx and nv.

a—'.v'.nr^,
• -J>- .-.•- wmm
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SOLID EDUCATION FOSTERS PROGRESSIVE INDUSTRY

than in any other country; and that the broad enlightenment,

which most high officials and hemls of large businesseu have
acquired at the Univeraities, enables Oennany to apply science

to industrj' with a breadth and system which establish a claim

to industrial leadership of a s[)ecial kind'.

Availing herself of the economies of massive production in

education, Germany can afford to offer it at charges which are

within the reach of the lower middle class, and even of artisans

;

and therefore the supply of scientific routine-services rises

faster than the demand for them does : though that grows verj-

fast, as a consefjuence of the rapid increase in Germany's
exports of goods in the production of which those services can
be turned to account. Consequently the great benefits of a
large system of education are accompanied by some evil, which
is sometimes described as the growth of a " scientific proletariat."

The clerk who can merely write and do simple arithmetic has
found at last his proper place and the routine exjHjrimenter must
find his only a little higher up : but, when that has been done,

he will become a source of strength to his country from the
social point of view, as he is already in an eminent degree from
the economic point of view. He contributes increasingly to the
success in foreign markets of many of those industries from
which Germany derives a chief claim to leadership*.

In Ciermany—and the sauve may perhaps be said of Scandi-
navia and Switzerland—education gives sobriety and strength
to the conduct of the citizen in every-day life: it develojjs

civic virtues
; and it inclines the German of to-day to adhere

to the habits of low living and high thinking which he has
inherited from a generation of forced economy. He is better

' The trade schools, which Saiony gtarted in the eighteenth century, were
doubtless a chief cause of her early success in manufacture : and German trade
ecliools of all kinds, but especially her "continuation schools" have raised
and partly solved questions of ever increasing importr.nce. It is noticeable
that some of the most suggestive experiments in this direction have been made
in parts of Germany which are not inclined to the extreme stringency of
Prussian discipline.

' Similarly, the thoroughness and universality of the musical training of her
people have given her piano manufacturers a large choice of designers, and
workers apt to iiidee tones with a true and fine instinct : a-vpra! of the KngUsh,
i'rench, and American firms, which have attained the highest success in the
industry, were founded by Germans.

9-2
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ii

I, w, 4. fi'd than his fiuhtT wiw; the mr«- f.>r hin hcallh ix directed liy

iiiorf kno^lttlgi', Jind his f.Kxl, thouKli Ntill »itiip|)> and n..t

n\wayH c(H»ked with French «kill. h. rven iIh iiiirjHme well; h(•(•all^

it in chiJHt'n imd })rc|mn'd in ticcnrdHnce with the iM)|)ul(iriz.(i

result** of cherniciil find phyHioloj^icjd reHeanh.

Sixty yearH ngo, |H'rhii|>M even forty years aj,'u, the (leriiiari »u
the avenifife did n.. nion- in three hours than the Kn^'lishinan in

two. But while the Englishinan hiw possibly he.ri a little . ,oilt

by proMjierity, ti. (ieniian in most trades works hanler than h.

used to do. He does not very much less work in an hi>ur than the

Enj^lishinan, and he works for lon^^.p hours: now, where double
shiftH are nut in v,)giie, a man who will keep exjH>nsive plant

working two hours longer than another, may be the chea|}.r U,

the employer even at higher wages in projiortion t^) an output
jXT hour, which is only slightly less. Again, the ( Jennan wom.m,
thotigh well wlucated, is in no way emiineipated from the oj.l

ideals of pjitient devotion to family cares. And the intense

interest, which jiarents tjvke in the .schoolwurk of their children,
is in the first mnk among the sources of (Jerman progress.

4. Germany's fetuferithip it> mainly in indnntn'tn, in tvhirh

amdemic training and laljoratory n'nrk can be turned to ijood

arconnt ; and tfiese are growiny in relative inijtortance.

In the early stages of nuxlern manufacture scientific trainiiii,'

was of relatively small importance. The Gennans acconlingly,

recognizing their own weakness in pmctiavl instinct ami
organizing faculty, took the jiart of pujiils, whose purpose it wius

t(. outrun their teachers. They began by the direct copying of

English machinery and nv thu<ls: and they next set themselves
to get employment in English tirms; and to offer steady, intelli-

gent services in return (up a low pay in money, and a silent

instruction in the inner workings of the business'.

The pnictical knowledge and fliculty thus obt^iined served iis

' The Committees on Import Duties and ou Uie Exportation of Machinery of
1H40, :b41, already referred to, were told that in I'russia '• every man is intelligent.
and every man thinks." In Bjiite of the prohibition of exportation, every new
English machine was bouKht at Government expense and sent to the (Jewirbe
Institut at Berlin. It was there tried ; and, if successful, a working mo<lel was
Tr.twie of it for prescJVatioij i:i the Museum ; while the uiaehme iiseif was gi ;i to
some progressive manufacturer.
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thf biwis on which to hiiihi a large sup^Tstnicture of buHineiM I, vii, 4.

( rticifiicy. Thin mii out, into nil bmtichoH of induHtry and trvU' ;

but I'Mp'oially into thow, in which the systoiimtic t mining of

^h'M'l and uniwraity and tfchnical in»titut« could Ik- of ni<mt

avail. And all thf whili' (iennany has In^-n <juick to gnisp thf

jinwtical mgnificanct' of any niiuitcr discovery that is made in

(ithtT countries, and to turn it to account.

H»r hojR'Hofan enlarged industrial lea<ler«hip would however

be 1>'HS than they are, if progress were likely to depi>nd in the

future mainly on that nu3chanical wlaptation of means to enils, in

which a n-ady wit and sound judgint^nt are more im{)ortant than

elaborate mental tmining. Btit science has hml a consider-

able xhare in the brilliant mechanical atlvances made by the

present generation ; and the greater part of the increased

cninniand over nature which man is obtaining, maybe traced to

the aid of chemical, electrical and biological sciences. Here

there is a vast field which has as yet been little •ultivate<l, and

tor which the resources of the twentieth century are beyond all

cdmjwrison greater than those of the age of the early mechanical

inventions—a field therefore which may, for many generations to

come, yield Increasing Returns to ettbrt. In this field mother-

wit counts for much, but only on condition that it is equipi>ed

with thorough training and with high-class laboratories
;
just

ivH in a naval battle mother-wit and courage are needed for

victory to-day as much a.s ever, but yet are of little avail unless

aided by modern eijuipments.

It is moreover a matter of common knowleiige that applica-

tions of chemistry and other sciences dominate nearly all the

chief recent a<lvances of agriculture : of the industries connected

with all but the simplest forms of f(X)d, solid and licjuid ; with

new textile materials and dyas ; with subtle forms of glass

;

with compounds of steel and other metals, which render possible

far more intense applications of pressure, explosive power, heat,

and other forms of physical force, than seemed attainable even a

short time ago. In all this Germany has played a conspicuous

part. Two or three countries are perhajw fully on a level with

her in scientific conceptions of that rare kind, chamcteristic of

th'' highest genius, which makes epoc.h.>i in thought and I.iys

the foundations of epochs in industrial practice in the same

A
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I. vu, 5. or a later generatioa But none can compare as yet with her
in the organized work of detail, by which the epoch-making
thought is brought to bear on practice in such a way as to make
an epoch in industry.

It has already been noticed that France led the way in the
employment of chemists as officials of particular factories. The
Germans have led the way in dividing up a scientific problem
—whether mainly of the academic sort, or concerned with the
attainment of a particular result of commercial value—between
a group, or class, or " team " of workers of inferior rank, and
generally rather young. The main responsibility for the work
lies with a chief, who sets to each man his task : very often the
whole group is put to the same, or nearly the same, experiment
and other investigation, applied to various products. The
German temperament is specially adapted for this work ; and
the practical applications of science, in which Germany lea<ls,

give very large scope for it. Other countries, and especially
England and America, seem inclined to move, for good and for
evil, on the same lines of massive production of knowledge by
methods that are partially mechanical. But Germany holds an
unquestioned lead in thi>se fine chemical (including glass) in-
dustries which offer large scope for the application of science to
practical work. She has larger and more numerous laboratories
than any other country both of the first and the second order-
that is both such iis are devoted to the advancement of science
as an end in itself, and those which pursue various technical
ends'.

5. Germany's industry ami trade have some advantages
uhich attach to youth; their strength aiul its limitatiom.

It is noteworthy that in the steel and some other industries,
a greater proportion of German works than of English are on
that largo scale which recent experience has proved to be the
most economical

:
they are equipped with the best semi-automatic

plant, and turn their wiiste heat and gas and other by-pro<iucts
to the fullest account. This by itself proves nothing, for the

Ab to relationr, between the varioas ordew of laboratories we above,
pp. 101-2. More « said below (pp. 203-5) as to the need of anpploraenting
the creative work of men of ^nius by teams of ^o!!-di=dpiiBed a«ociaUon
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English works are older on the average than the German ; and I. vn, 5.

it is asserted that a comparison between new English works and

new German works is not to the disadvantage of English : but

it must be admitted that a large share of the improved scientific

methods has come from Germany'.

A couple of generations ago the inexperienced firm was

everywhere grievously handicapped by its lack of trained in-

stinct and experience, and perhaps by its ignorance of important

trade secrets. But now the application of scientific principles

is constantly ousting established practice; and the new firm

can generally buy from a pioneer maker a more efficient and

economical plant than the average of that of his older rivals,

even if they are quick to throw away all that is obsolete. Again,

so fast do the methods of industry change, that employees

frequently lose, rather than gain, in efficiency as they approach

middle age : and thus what used to be one of the chief ad-

vantages of an old-established firm, is now of little service ; and

indeed it sometimes becomes a hindrvnce. In this and other

ways German ind' *ries have advantages over British in being

free from the tran. . Is of traditional organization.

She can bring to bear tho powers of large concentrated

capital and labour on great tasks, in which she can profit by the

experience of others, assimilating and improving on their best

methods, machinery and organization. Her employers and her

workmen in the growing industry are generally younger, have

more elasticity and are more fi^e from the fetters of tnule

custom and usage than they would have been ; had not the new
age broken suddt nly with the traditions of the old, especially

in regaixl to those branches of industry, trade, and transport, in

which massive operations have the fullest scope.

Again, a German, when wanting to get a foothold in a

market in which English or French traders are established, will

take a small onler to meet some special or local need ; though it

requires him to make new jKittems or other plant, and to take

tniuble, for which the oi-der gives no adetjuate return. But

' Reference has already been made (p. 95) to tbe curious fortune which aided

Germany's steel indastries in rising to the first rank by means of an invention,

made by an Englishman, but exclusively applicable to phosphorio ores of which
QcnnaQy could procure large suppiien from Luxemburg and Lorraiue.

3F
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an old-established firm may be as wise in refusing some of these
orders as the new firm is in takii.g them^

The Germans excel in the sedulous adaptation of their
manufactures to local needs, high and low. They are quick
to take account of differences in climate, of taste and custom
and even superstition. They make cheap things for people of
impulsive temperament; who prefer a brilliant gala dress to
one made of solid durable material. And with equal patience
they get to know enough of the business affairs of indi-
vidual traders to be able to sell with relatively small risk on
long credit, where Englishmen sometimes demand prompt
payment: in all this they are much aided by their indt^ try in
acquiring the languages of Eastern Europe, Asia and South
America. Even in markets in which English is spoken they
push their way by taking trouble in small things to which the
Englishman will not always bend himself.

On the other hand Germany is in a weak position, in so far
as a considerable part of her exports to Eastern Europe and
elsewhere, still consists of simple textile and other goods for
sale to homely consumers with limited means, to whom low
prices are especially attractive. For countries that started a
httle behind her in the industrial race are already learning to
make such things for themselves; and the causes which have
tended to exclude the commoner and cheaper forms of English
and French goods from Germany's markets may possibly affect
her export trade in the future somewhat prejudicially. More-
over some of those parts of Europe, which are economically
withm her sphere of influence, are already adopting her
own methods of fostering by Protective duties those simpler
fonns of massive production, in which almost unskilled lab<^ur
can get fairiy satisfactorj' results by working new machinen-
bought from western countries or made on western models
She may therefore be forced to turn her export industries, as

nf .l^"'''^^'""^''"'!^""'''
""^ '"«™'>'»nt8 complain that some disparagements

thi ThTt ml''.i"

offical reports aud elsewhere, ignore consideraLsTuTal

^^'rt, nf , ^M '^T^ ' *""' *''"" "" J""' 'Inductions have been made, thereport* of travellers and Consuls leave no room for doubting that BriUin 1 as

TZ^^\
'»''«-;-'" O^rm-y in these matters. A simUar conflicto^nionexists as to the ..d given by German banks to old and new 0»rm.n hu-L.L

in foreign couuiries. ' " ~ "' ' '

ii-wmr^jiffjKwxi^Ki- .ava'JMroiSMC"
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France and England have done, towards making those finer I. vn, a.

goods, which half-developed countries cannot make for them-

selves at all ; but which the wealthier consumers in all parts

of the world may be willing to buy almost without regard to

their price. There are already signs that she is setting herself

to this task, with her wonted resolution and energy.

She is also setting herself with much originality and re-

source to emulate the individual taste and fancy of French

goods. And she is bringing her great organizing faculty to

bear on work belonging to the border between mechanical

and manual production, which is partly industrial and partly

artistic. As has already been indicated, France is moving

almost against her will somewhat in this direction ; and many

other countries and especially the United States are moving in

it not unwillingly.'

Again Germany obtains supplies of strong physical workers

for her iron industries, for building and for agricuiuure, from

nearly the same Slav and Latin races from which America draws

similar supplies. Their standards of life are not high : they

are often willing to labour hard for low wages ; and they are

serviceable not only for unskilled manual work, but also for the

management of serai-automatic machines. In this respect

Gemniiy and America have an advantage over England,

similar to that which, more than a century ago, the new centres

of textile industry in England had over its old homes : for in

the new centres everyone was willing to do work that was new

to him by new methods; while the spirit, if not the formal

regulations, of the old gilds offered a more or less open opposi-

tion to the introduction of new methods, that tended to lower

the value of the knowledge and skill obtained by long training.

This advantage will diminish in time. But for the present

American manufacturers, who have travelled in England and in

Germany, appeal to be unanimous in their opinion that a

modern Americivn machine is less likely to be worked grudgingly

and to less than its full capacity in Germany than in England

V

1 Oennany will toou become old in some reipeota, relatively to her Eastern

neighbours. lu 1891, when the present writer visited some large engineering

work' T Bohemiii, the m.".r.ager ."Jiid : "Look at that lad. A fcw months aso

he was working in the country for 5«. a week. I now pay him 12>., and he is

:^.imi^s^m-"^u
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There 18 another side to the progress which the German
makes m foreign markets by his alertness, his readiness to take
trouble about small details, his familiarity with foreign lan-
guages and so on

: but that side may be best presented in the
words of a German. "In those industries where cartels and
syndicates have not yet been formed, too great a r61e is played
by dubious practices of many kinds, by infringement of payment
stipulations, by unjustifiable deductions, etc. : while on the other
hand the carte's are often too nithless in their action. In this
held we have much to learn from the English business man.
Long commercial tradition and international business experi-
ences have taught him long ago that broad-mindedness is the
best business principle....Tolerance, another quality, which the
German lacks, has been of great practical advantage to the
Englishman'."

There are several matters, closely connected with those just
ihscmsed, on which it might have been proper to say some-
thing here

;
Jmt, as they will need to be studied on broad lines

later on, it seems best to pass them by. Such are the growth
of cartels and other forms of associated action in production
and trade, with ov without monopolistic tendency : the parts
played by German banks in promoting and controlling indus-
trial enterprises

;
and recent developments of Germany's fiscal

policy.
"^

It is obvious that an industry which offers large scope for
the economies of massive production stands to gain much from
Protective duties, if they can be so arranged as to insure it the
almost undisturbed possession of the home market, while keeping
open for it opportunities for large sales abnmd : its siles at
home, and its sales abro^id, alike increjise its command over
economies that help it to undersell rivals in neutrnl markets.
German and American thought has been much .wcupied with
looking after thr.;e Bemi-automatic machines. In your country none but skilled
engineers are aUowed to work tho«e machines, though no skill is needed for it •

Shortr.ft'^^T'" " "^^^^^'^ '° """'^"^ ^" ''*«'"'"° 'o °°« machine."

disadvantage than she was relatively to her young competitors.

lonHnnT J' IT' "^ "O^^^ny ""1 "'« inheritance of the City" [ofLondon], m J..ngla,ui'. Financial Suprenu,cy, from which the oppo.ite -We ofthe case was qouled above (p. 104 tn.).

fit
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this class of considerations ; and has made out a strong primd I, vn, 5.

facie case for the conclusion, that national policies in regard to

international trade need to rest on a basis somewhat different

from that which was appropriate to them before the modem

economies of massive pro«luction had come into view. We shall,

however.find reason for thinking that the primdfacie suggestions

thus made are inadequate. To begin with, they do not take

account of the fact that the economies of massive production

are of many different kinds : some are cosmopolitan property,

some are national, some are local, and some belong to indi-

vidual firms : each of thebe different kinds has its own method

of affecting both the national and social is8ues in question.

Further, the new point of view will be found to give reason for

attaching not less, but greater, cogency to the old argument

that many of the advantages which a single industry derives

from a Protective duty in its favour, involve loss and hindrance

to other industries ; and that, even if it be thought fit to select

the whole class of massive production industries for special

favou', the ultimate result may be of little service to that class

;

and may perhaps injure the nation at large. Problems of this

kind have not the highest claim on the attention of the econo-

mist: but they are closely associated with those which have

that claim, as will gradually be made clear. Meanwhile reference

may be made to some short remarks on the varying tren<ls of

German tariff policy since the complete setting up of the

Zollverein, which will be found in Appendix H.

It may be added that erroneous conclusions are sometimes

suggested, especially in partisan writings, by comparisons of

Germany's industry and trade with those of Britain, without

taking account of differences in their industrial ages, their

populations or their areas. German industry and trade being

younger than British, naturally grew faster : a young boy grows

very fiist. And since Germany's population is more than a

third greater than Britain's, and her area more than a half

groattr, her industry and trade will not have attained e(jual

distinction, till they exceed those of Britain by at least a thinJ.

nm
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CHAPTER VIII

THE INDUSTRIAL LEADERSHIP OF THE UNITED
STATES

:
MULTIFORM STANDARDIZATION

1. IntroOmtory.

Gennany's contributions to industrial leaderehip belong to
the modern age

;
and they will doubtless spread widely and be

developed ui coming generations: but the range of industries
which have been much afiFected by them up to the pi^sent time
IS not very large, and there seems to be no immediate prospect
of Its bemg very greatly extended. On the other hand tLe
tendencies to mdustrial evolution, in which the United States
of Amenca is the chief leader, are likely to influence in various
degrees a very large part of the field of manufacture. They
arc not indeed new

:
some of them may be tnu-ed back to primi-

tive forms of the loom, or to an early printing press ; and they
have long dominated nearly all textile manufactures, together
with a large part of the lighter metal industries. Thus th.
provinces of French and American methods are on the opposite

hand and eye to make subtle discriminations, and ceaseless varia-
tions in fonn and colour; and thus to giatify the fancy and the

the'r ; t P^^^r^''^'^ ^'^ ^"e«»lly beyond the reach of

makrfrth
'

r^'^-
^'"'^"^^" "^^*»°^«- ^'^^ ^^^er handmake for the production of business plant and of products forimmediat^ consumption in an almost infinite variety of stan-

dardized forms. They analyse the ultimate product into simple
parts, and provide a sufficient number of semi-automatic nia-
chines with the adjustments necessary for fashioning each parf
and. If possible. lor finishing it. In some cases a single inodel

t.
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of the product will meet fairly well the wants of all purchasers. I, vin. 2.

But, if not, careful study is given to the question how much

increase of sales will result from any proposed increase in the

number of models made, and how much extra custom it will

yield. If the answer is favourable the number of varieties is

increased ; and the standardization becomes " multiform."

Standardization is of several different kinds, corresponding to

differences of the materials used, and the purposes for which the

product is needed. It varies also with the stnicture of the in-

dividual businesses which make use of it, and with the marketing

and general organization of the industry to which they belong.

But such matters must stand over for Book II, where they will

occupy a considerable space : our present concern is only with

its general characteristics and with the striking consilience of

causes, which have given to America the leadership in it. The

aiuses will be considered under the following heads :—her main-

tenance of the spirit of youth, when already strong among the

strongest : the homogeneity of the methods of living of her vast

population, in spite of racial differences : her large supplies on

the one hand of strong immigrant labour, devoid of special skill,

but able to work semi-automatic machines; and on the other hand

ofkeen, resolute, native Americans ready to plan and control: the

inevitable preference given by great railways to large consign-

ments travelling long distances, by which a giant business, even

if far off, is at an advantage in competition with a smaller busi-

ness near at hand : and, lastly, the tendencies, partly caused by

these conditions, for large masses of capital to be accumulated

in the hands of a few strong men, wh<j retain its control in their

own masterful hands.

2. The United States has remahied young very long,

partly because the geographical distribtUiou of her resources

has been such as to tempt men of strong character to nutve

to new scenes, in trhich their enterprise htut been further

stimulated.

A "new country "
is commonly taken to be one which has

newly come under effective control of an advanced western

p<-'op!t : so that, though her aboriginal population may still linger

on, it no longer exerts any great influence on the destiny of the

'''*,:'m^'



142

I. VIII, 9.

AMERICA'S LEADERSHIP
: MULTIFORM STANDARDIZATIOK

land; and the new inhabitants develop her resourees in theirown way. In some countries, on the other hand, the new in-
habitants are ,n a small minority; and, even while they direct
he work of the older population, they are compelled to aLiesce

to a great extent in the survival of primitive forms of industrj'
It 18, however, obvious that these two classes of countries range
into one another: there is no broad, clearly marked, dividing
Ime between them. ^

Again, a countrj-, which has been regarded as old, may become
in fact new almost suddenly: for the great body of its peoplemay awake to the attractions of modem industrial methods • and
apply them energetically to rich natural resources, which have
hitherto lam almost dormant. Japan has become new in this
sense during the present generation: India, China, Siberia and
even Brazil, with much larger naturul resources, may become
new ere the present century has passed. All such countries
ha^ e nmch to learn from the United States of America, which
more than any other, has pioneered the path of new countries-
though only those of them, whose resources are comparable
with hens m volume and variety, can profit fully by all her
exiK.nences. With these facts in view, it seems advisable to
enlarge the triangle, of which the three comere are in England
trance, and Germany, into a quadrilateral, of which the fourth
corner is m the United States. That quadrilateral reachesUTv far: fl.r deep set physical conditions have combined with
various incidents in her historj- to cause the United States to
retain her youth long after she had become a leader in industry.

Colonies established by strong Europ..n mces in a temiK^rateand stmmlatmg climate, such as that of North America, almostalways flourish, m spite of the hanlships which they mustendure at finst. Meat and wood and dair, produce are sure toabound; rude houses are < .iiy built; and a little grain is wonfrom select i>atches of favoumble soil : so the people and their
children are well flnl, and stunly. A.s Adam Smith said themost nui^rtant wealth which they bring from their old homes
IS a knowledge of the arts of agriculture,... the habit of sub-
ora :.ation and some notion of regular government-." They

H'ealth o/Natioiu, Book iv. ch. vii. P«rt n.
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bring also habits of forethought and the willingnesH to incur I, vm, a.

jiresent exertion in the expectation of a remote benefit. The
splendid material resources of America slumbered until a

capital stock of " moral wealth," which is the heir of the ages,

arrived from Europe.

The immigrants developed the physical riches of America

:

and, in return, the new hope, freedom, and changefulness of

their lives developed in them germs of high spirit and initia-

tive: these are indeed Intent in most people and especially

ill those who seek new lands, even though they have been
driven forth by oppression, rather than allured by the promise

of larger opportunities.

The stability and quiet of settled life affect character for

evil as well as for good. Few men are prophets in their own
land : neighbours and relations are generally the last to juirdon

the faults, and to recognize the merits, of men who differ from

themselves by being less docile and more enterprising. It is

doubtless chiefly for this reason that in almost every part of

England a disproportionately large share of the best energy

and enterprise is to be found among those who were bom
elsewhere ; while, by converse with others who come from dif-

ferent places and have different customs, travellers learn to put
on its trial many a habit of thought and action, which other-

wise they would have always acquiesced in as though it were a
law of nature. The fact that colonists generally have keener and
more elastic minds than the majority of those whom they left

at home, is a special instance of the rule that change of environ-

ment is likely to be caused by activity of mind, and to stimulate

that activity. But this assumes that the conditions of the

environment are favourable : and that htxa not always been the

case throughout the early years of a new countrj'.

In fact life in secluded villages of a new countrj-, before the

age of railways and telegraphs, often became more rigidly set

than even in the villages of the mother countrj-. Thus, even
Anglo-,<<axon colonies, when isolated, have aged rapidly: the
colonies of Holland are older than Holland, and jwirts of the pro-

vince of Quebec are older than France. Some English in North
Amoricii wpre touched by thi.s somnolenco : hut the opening up
of the Mississippi Valley shook them out of it : and in some

- l|
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I, virj. a. resptcta the United States is younger now than at the beginning
of iHHt century. For, imletHl. the people of the United Suites
differ from other Euroj»ean colonists of the New World in that
their nervous energies have been stimulate*! not only by ono
great migmtion across the oci-an, but by an exceptional j»er-

sistence of niignition within their own large country. This
habit rose rather slowly ; but has been in full strength for tiif

last sixty years, and it has been supplenu-ntetl recently by new
strains of immignints of excitable tenij)emment.

The chief causes of these internal migrations have lain in the

fiwts that tht,' richest jMirts of the Continent were not accessibk'

to the earlier imniignints : and that the qualities of the best land
in the centre of North America made it sjjecially attractive to

those new inmiigrants, and to those descendants of the earlier

settlers, who had the greatest vigour, and enterprise. The
focus of the economic strength of the United SUtes has there-

fore not remained by the Atlantic, but has moved into the heart

of the Continent. This fact is obviously <jf priinnry importance
from the political point of view : those, whose sturdy determina-
tion prevented the disruption of the nation half a century ago,

came in great part from the " Middle West "
: but its significance

is equally vital, though not equally conspicuous, from the
economic point of view. Let us kM)k into this.

The soil of the Atlantic Coast, especially in the north, was
relatively pcKir. The best soil of the great Mississippi Valley
was so tender that " a walking stick could be pushed into it up
to the handle": and the griuter part of it was so stored with
plant f<Hxi that it would yield many succe.ssive stocks of gniin
without being manured. In its Northern half, soil and climate
specially favour wheat; while further Soiit h, maize is the standard
crop. Th<' power of disjK'nsing with manure for several years

attracted strong men whose resources did not suffice for setting

up the appliances .jf a "mixed" farm, and stocking it with
little

; and this advantage, combined with the general richiifss

of the land, caused " the West," as the Mississippi Valky was
long calle<], to attr.ict those v hose sturdy, independent characters

fitted them to become the backbone of a great nation K

' More is Raid on the»f matterg in Appendix 0, 1.

Tile wentward movement in the tJoutli, egpecially before the CivU
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Thi' Melt!Ction of rho mi .uigj-r iij(ric\ilturi8tH for the work i, vm, a.

of tin- far woHt W118 reinfcrcd by ii .similar (R'lwtion of the most

ilcrt, though not the inoHt techni -iilly Hkilled tirtiwuiH. " As

a |M'ojilf," siiid Honiei- (Irt'olt^y, in INTO, " \m umy \)*} viewtni tw

on the iiuimh from the Eiwt to the West; 'he uitive, aspiring

mechanic, who wan iMirn in Maine or New Hampshire, migrates

to New York or some oths-r Midiile State mnm after attaining

his majority, reuchi-s Illinois or Missouri two or three years

inter; and will ofU-n b«' fournl traversing Montana ur California

befort- he is thirty'."

The movements of the miner are governed by natural

cau8«'/< even more absolutely than those of the fanner: and

the two have much in common. Both make heavy freight for

niilways: and the two largely control the course of railway

building: while •^he geographical distribution of other industries

follows rather than directs that course. Water jM.wer may
indeed attract manufactures to itself in some countries. But it

hapjHHS that the main cause of the infertility of the mountain-

ous band, which extend? from about the htindredth to the

hundred and twentieth parallel of longitude, i.s its want of

wuti r : and any railway net, which may spread over it and

unite the Pacific C(wst to the Mississippi Valley, must dcjx d

for local custom largely upon mining centres, together with some
bivsins of land that are naturally rich ; and some mountain

War, was of a different character from that in the North. The cnltiv,,tioD of

cotton had Wn adopted for Rlaves, because it did not require or e»en offer much
upportiinity for the uhp of expensive appliances; and became it gave nearly
cuntinuous occupation throughout the year and therefore required no veraatUity,

Food for workers was grown on the spot : but in the main cotton was a sole

crop, and therefore an exhausting crop, and cotton moved wrfltwarda because,
as .leflerson said, one could " buy an acre of new land cheaper than one could
manure an old one."

' Greeley was one of the ablest of American journalista, and very great
influence was exercised by the articles which Ij. ultimately compressed into

"Ktmiyi deiiijned to eliicidale the science of Political Kcoumi), ichiU nfn-imj In

txphiin iiiul defend the policy of I'lotertiun to Home Iiuluxtry, an a mjtteiu i;/

Sittioiial Cimperation /or tlie elevation of laliour." The j.i'-'age quoted (p 2M«))

is imrt of a characteristic argument tliat the American working-man "is U' kely

to trouble himself with aught to which stability is so cs!>.ntial ii-^ it is

to cotipeiiitirs" on the Itochdale model: its "petty and paltry prolileui- " lur
worthy of • the assembled wisdom of the humble weavers of Toad 1 ..iie." Uia
life is cast in a larger mould: nothing less than ''National cooperation" is

woniiy of his efforts.

IT-
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I. Till, s. hIo|h'« that oHVt HicilitifH for irrijfntion. Thi* richi-Ht coal b«'<i-i

lit |irt>H<>nt known aro on the wt'stirn hIo|k*m of th«( Allof^hanifs.

and the rich«'Ht iron ininoH an' near I^ke Siii»erior. Th«> ma-
terials ni'»Mlf<l hy tho irnninaflUT can b«> anm-inblfd at n«'arly

equal cost over a jjreat j«rt of the Stat»>H which lie bi'tweeji

the Alle^'hanieH and the Rix-kieM : and the*' StateH are anionjf

the stronjfeMt alike in ajfricultiire. in the pnMliiction of Httn-l and

in general manufacture.

In fact at! mnm as the slight olwtncleH which the Alieghanies

ortered to intercourxe between the Atlantic Cotwt and the

MisHissippi V'alley had been overcome, the United States iKWHeased

an unbroken continuity of large and varioun rewjurces, to which

no rival has yet been developed ; and to which no rival wenis

probable in the near future.

3. The rariinut rwcn ofwhich tfie jHt/»tlattou is rom/Mtml
are h<mu>getu;om in nuUterit qf evtmimption ; but they an
dit'erne and mntnalti/ impjdeineiUary in indmtrial aptifndeit.

T/ie homogeneity of demand createn an unrivalled nutrktt

for Htandanlized products: while the diversity of aptitude

leads some to invent and others ctmtenteiUy to use semi-auto-

matic vuichinery/or making them.

" The American has a constantly expanding home demand,
urging him to exten-sions and ju.ttitying costly improvement.s

and the adoption of new processes. He has also a Continent

under one Government....The best places are selected for

assembling materials, raw, or partially prepared, for their

final forms. In short, it is free, unrestricted trade in ever}thing

under the same conditions, same laws, same flag, and tree

markets everj-where'." This perfect Huidity has made many
branches of Americjin production marvellously efficient. But,

at the same time, it hjus tended to separate the pnKlucer

widely from the consumer, and to suppress those methods of

production which dejjend for their strength largely up>n the

adaptation of products to the special requirements or tastes

of the purchaser.

An even stronger force in the same direction is being

exerted by the homogeneity of the American demand for

' Carnfigifi, HfcUtrial Addrr^^ at St Ar.-irrw'i, 1302, iijj. 31 2.
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iimimffictimHl ginidn. Evon thost' rHCo diflfpri-ncpM, which havt- I.

b«(nm»' ftlinoflt a ilominant fiictur in Aim-ricnn lifo, lotison this

homogeneity hut very little. Widely iw the Scandinaviani*

(in- sepanitwl from the ItalianH, and the native AniericanH

from the Poles, in sentiment, in m<xies of life, and even in

iK'cu|mtions, they are yet purchasers of nearly the :wn>e giKxls.

Allowance being of course made for ditfen-nces of climate, they
Imy similar clothes, furniture, and implementa Some negnn's

umi II few others may cling to old habits and meth<Kls, and
[infer implements to which they are accustomed to those which
iir. the mtwt effective and economical. But s|K>aking generally

all thi- various races in the c«)untry, widely an they differ frnm

one another in character and aptitude, are yet alike in yielding

to the dominant spirit of tht! strong mixed race among whom
thiv have settled. Only in a few cases, chiefly in large cities,

ure the new comei-s in sufficient numbers to make a market fur

giLMls of kinds jM'culiar to their old homes. Lastly, they are

iiior.' ipuck than any but the mo.«st alert inhabitants of the Old
World in taking to every improved implement or material which
conies to their notice.

Even the fanner is quick in this matter. Much of his

clothing and furniture comes to him ready made ; and a goofl deal

of hi.«* foo<] is preiNired for him and put into tins a thousiind

or more miles away. His implements must be of almost the
newest jtattern : they can seldom be made in a neighb<juring

town, and he often buys them direct from a distant factory.

In cii.se of accident to any part of a machine, he writes or tele-

graph.s for a numbered facsimile of the broken part. And,
when once it i.s clear that gotxls must bt; ordered by post and
sent by rail, the extra cost and loss of time involved in sending
them ,1 hundred miles instead of twenty is often very small ; so

that jinxhicers and store-keepers in large centren, who can offer

li great variety of shajK! and jMittem with low prices, are driving
othei-s out of the field.

Next it is to be considered that the population, while

homogeneous in demand, supply a unique combination of the

taculties and aptitudes needed, on the one hand for inventing

the machinerj- suitabio for standardized productioa ; and on the

10-2
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I. Tin, 3. othor for working that machinery with adequate intelligence in

return for relatively low wages. Tho«p English, Scotch, and
German immigrants, who did not become farmers, generally did
sc.iiiewhat skilled work in the towns or in the mines. From
their ranks have come the greater jmrt of the . jremen in most
trades that require a long training : the full-bkxjded American,
when found in factories at all, is apt to be either in the higher
ranks of management; or else engaged in tending machines
which cjvUed for exceptional alertness rather than slowly acquired
manual skill.

In spite of the ever increasing fineness and delicacy of

American nmnufiicture, the demand for high manual skill, and
especially for men who have served long apprenticeships to a
cnitt, has increased but slowly. It has even diminished in some
trades, while in others it has been [wrtially met by men bom
ot European parents in America ; and on the whole the induce-
ments offered to the European arti.saii with a narrow range (if

high manual skill to emigrate to America are less than formerly.

For these and other reasons emigration from England, Scotland,
and Germany to America has verj- much slackened. And that
from Ireland, though still considerab!<s has slackened also:

partly indeed because her p>pulation is no longer t<K> large for

her resources, and her land system is more generous than it

W.tS.

-Meanwhile the newly av.-akened though still very pwr papu-
lations of Italy and of the central eiust of Europe hav.- learnt to hmk
for a rifuge in America; and the fiicilities for emigration oti'.nd

to them have been greatly inerea.sed. The sjvme economic pro-

gress which is keeping English and (Jernians at home is sending
ever increasing numbers of relatively jxK.r and backward i^oples
across thv ocean. Some of them are of high (juality : for instance.

the rapid progress uf California in the art of growing fine fruit

is largely .iue to the inherited skill of Italian immigrants. Hut
more of them taki' to hard maniuil work in building, in raihvav
c.iistniction, in mining, in heavy steel .rks, etc. Some of ;li.-se

inileed rise : f..r iristanee, particular depirtiuents of some ><tee!-

works iire so fully m-.nn.-.l by Slavs, that they are begimiing
efticiently t... take the places of Irish and <>thers who have
hitherto acted as foremen: while very large numb.Ts of them
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are to be found i: itively light, but monotonous work in large I, vin, 3.

cities. They niiiy i
- -k the resolute will and self-control which

put many British, German, and Scandinavian immigrants on

terms of equality with native AmerieaTis. But they are quick

witlial, versatile; and, as a rule, easily moulded; they take readily

ti) the use of machinery ; and they have no traditions that could

prevent them from doing their best in using semi-automatic

niiichines, which are sim])le of handling, while doing com] 'lex

work. Thus America has suddenly obtained a plentiful sup[)ly

of |)eo{ile who are able and willing to do the routine work of a

lar.,'e factory for relatively low wages, and whose aptitudes supple-

ment those of the stronger races that constitute the great bulk

of the white population'.

Even in the Old World progressive industrial districts gain

ninch from the immigration of workers to whom all methods of

iii.inufacture are new; and who readily betake them.selves to the

ni'west processes, and work these to the best of their jwwir.

But none rivals, none but (Jermany approaches near to the

jHiwer which Ameriaa derives from this advantage, in combi-

nation with an almost unlimited supply of alert workers in the

higlier graties: for it affords her an unprecedented .scope for

BaW)age's great i)rinci])le of economical production, according to

whifh every worker is set to the most difficult and important

t:i.-iks of which he is ca|)able, and only to those.

The position is indeed not without its difficulties and

(iaii;,'ers, some of which are pertinent to our present subject.

To hegin with, all mignition tends to foster isolated action and

individualistic aims: sejKimted from old ii.ssociat«>s, each one is

In the years between 1900 and 1910 America received 8'5 millioa iniini-

graiit!^. Of these, (i-1 million came from Routhern and eastern Eu'ope, and
only 1 8 from north-western : whereas three-fourths of all the immigrants in

the vtiira between 1830 and 1870 came from the United Kingdom aiid (ieriii;iiiy.

Stslii^tics of immigration into America ap|M.<ar to be vitiated, though le>-s ih;iu

tliciKfof emigration from Europe, by evasions of the laws presoribinK uimvpvs'xI

militury service. Thare is therefore some interest attaching to the follo'vinif

liRu.iM showing the percentages of the total f(>rcign born population, in lH(i<i

and 1910 respectively, which were recorded as born in the following coiiMtr.i •
:

Eufland, 10-4 (for 1860); tV.") (for 1910): Ireland, SA-5 ; l.->rt : .Scotlaii.l. •-' li
;

10: Germany, 30-,5; lH-.'> : Italy, 0-3; 9-9 : Austria, 0-6; 8-7: Kussia, dl ;

t)'2. Sie Ahftiiicl of Thirteenth Cfimut, pp. 11)0—1. Tin.' oocupatious of imaii-

grsnts from different countries ar» analysed in vol. xi of the Twelfth (>(/»««

Itqivri. See also Heport of the lii<Ui$triiil Cummisiioii, vol. xv,

ifc,jj--jJim^'i-B. giBK'i
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I, vin, 4. apt to care mainly for his own interests, and those of any friends

and relatives who may be with him. And this tendency has
been increased by the variety of races and languages am ;ng

the recent immigrants. It fosters the eager, absorbing pursuit

of material success, partly for its own sake ; but perhaps even

more as an indication of {x>wer and as a trophy of satisfit-d

ambition. It contributes to that alertness, that restless ent-rgy,

that impatience of any occupation which does not enable a nian

to take out his whole day's income of strength in his day's

work, which are characteristic of the United States now. In

these respects, again, American conditions resemble those of the

industrial districts of England a century ago ; when they were
crowded with immigrants from agricultural districts, to whom
the new meth(xls of manufacture offered wages far above thoM-

which their fathers had earned'.

4. T/ie drift of America'n imlustrles t^rwards manm'»:
mvftifonn standardhation in further nuMociated, both m
rwiHf ami fw efeet, in'th thrir iride^pread groijraphirid dis-

trihution, ami 'dso irith the »pecitd fmturcH of her (jrmt
raihray sern're.

It i.s a general rule that specialized bmnches of production
arc apt to rise in places which ..ffer suitable raw uiat.iiai

(including in si.me ciuses pure watvr, and in others water puw. •

or coal); which have a favourable eliinatc and .vcccss to i;o..(i

markets for the sale of the prixiiicts. But these condiii.ms

being satisfied, the ilevelopimnt of a .sjjeciaiized industry in

any place Wivs until recently nearly alway?* a giaduai pr-.i-ss.

Sonietimes it was fostered by a far-s.-.'ing nil.r, l>iit it was m-
caj)able of suddi'n creation even by him.

In America the growth of l(K-alized induhtrics ha,s always l).fii

rather nipid, {)artly because many of h.r artisans have 1,, .•n

miniignints; a.smaller inducement is generally needed {.-. nvVnw
a i.iau. who is already on the move, towanis a rising eitittv of

industry, than is needed to attract him there from his liom,'.

and therefore immigrants with sj^-cialized skill drift easily to

places where that skill will be highly valued. This cause of

1 Tho Hubject of this Section in studied more closely in the chapters on •• Some
technical influenc«» on the Hize of the buiiinesg unit," below, II m »nd iv.
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localization was indeed much weakened as soon as automatic I, vm, 4.

machines and other exi>cn8ive plant, together with high organiz-

ing faculty, bt'came a more important factor than manual skill

in production. But the advantages oflfere*! by large; towns with

good and cheap railway connections have acted a." a continual

inducement to the capitalist undertaker ami to the working-

man to keep to the t<jwn8 and the thickly peopled districts of

the Eastern and Middle Stjites'.

Nearly all large cities have competitive niilway services:

and this is, even now, more likely to result in favourable

terms for their traffic in America than elsewhere. They offer to

the immigrant, who does not speak English, a good chance of

finding work under foremen and with comrades who sj)eak his

own language, and «>f V)eing able to follow the religious worship

iif his fathers. These »wlvantjvges, together with those which

large centres of industry always offer to manufactures, hiive until

recently tended to collect inuuigrants increasingly in very large

cities. But in the last two decades the lower charges, at which

(Iwelliugs and sites for factories am be obtained in cities of a

middle size, have turned the drift towanis th»'iii in America, as in

England: and some factories, sufficiently powerful to be able to

buy and sell in large (piantitieu on favouruhle terms, and to

make sjK^cial arrangements with the railways, have gone into

the country and practically founded cities of their own. All

thcsr cities offer nearly iis high attractions U> most cl:i.sses .if

ii]iiiii rants ius the giant cities do: and the medium .sized citits

can market a larger part of their pHnlucts at nuxieiate distances

than a giant city can. Conse(|uently, although the increases of

ixipiilation of very large cities are ilue in great mea.surt,' to

ixteii>i(ins of boimdaries, as they are in England; yet the nite

hI iiii iviuse of those with more than half a million inhabitants

is l«>s than that ol all urban districts, jind eontsidiTauly ie.'ss

than that of medium cities liaving between titty ihou.safid and

I i|u.irter of a nullion-'.

' In li masti'riy Htudy of tlie ciius. s nf localization ^'ivoii in vol. mi of tlie

r>r,-lith (>H.ii.< llciuirt it is |K)inti'd oiU (p ccxiiil, that mx of tlu' tiftetn

MKiiiHtricn wliii-li ttcri- niustlv hiKliiv lofulizci': -w 1900, Lai niu.li' «carei ly any u»e

"f miu'liincry till after 1K70.

- .\nil vi't New Vork eity lias a uiiatin net manufacturin.- imtput than »ny
State I'xcipt its own and I'tiiusylvaniii. and there arc twenty 'Hber ciliiB vaoh

I
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I. VIII, 4.

AMERICA'S LEADERSHIP: MTITIFORM STANDARDIZATION

The R()cky Moiintiiins, the I'acific Coiiat and some sinallt-r

(Ii>trict8 are not very (K-nsuly iwopled. But, Hubject to this

exct'ption, it ni.iy h.» wiid that tho p<ipulatioii of more than a

hundred niillion htw been distributed by conHtjint niij,'rHtioii.s of

industries flvirly evenly over her total urea oi' about three million

square miles. The transport of agricultural produce to the

Atlantic and the Mexican Gulf on the way to EurofH; accounted
for much of the railway traffic in past times: but now by far the

greater part even of the large consignments, that are carriid

long distances, consists of internal commerce.
This vast goods traffic is in some measure a cause, and in

some measure a result, of the direction which has been taken
by America's industrial leadership. Because her railways wer.'

chiefly concerned with carrying large consignments long di.s-

tances. therefore they <leveloped that traffic with special energy

:

becau.se their charges for long ifistance large consignments were
very low relatively to their charges for traffic of the kind that
(except in regard to coal) predominates in Britain; then-foie

giant busines.ses, which .sent large consignments to distant

middlemen, obtained nearly the full advantage of their special

economies of ma.ssiTc sfctndardized production in many varieties.

We are imt concerned at present t(» incpiire how far tliu

iHultiplication of semi-automatic machines, in the control of

which a man is not re(piinMi to use any high faculty, is a real

benefit to tho world. It undoubtedly increases material com-
forts

;
and any harm, that it may tend to do to man's natuiv,

is not conspicuous in America in her present pha.s.', b.r,ui.s..

thos." who are chi.Hy aff.'cted by it came mostly from narrow

of wliich lias a Rreater net nianiificturing otitjuit than any of the sixte.'n St«t.w
which Htan.l low. .<t on the li.st. |Net output is reekoned after d.-.tuction of .iit-

liiy for material, itc. but not for deimciation, etc.)

lu I'.IIO the lar„-.',m percentuge of urban population wa.s found in N, ..

KnKlan<l : but the larRe«t pprcc-nta^e of population in citiea with morr tli,ui
lOO.iKN) inhabitants wr.^ found in the " Middl.. Atlantic States '

(i.r Nev. Y nk
and i'onnsylviinia); and next in th.,- I'aeilie States, where population (looks v,
the Kreat harbour cities, .is it does in Australia. Urban districts account for
nearly so ,wr cent, of the totiil foreign born p.>pulHtion

; but for less than
40 iK!r cent, of that in the States Iw'iwe.Mi the .\Iississip;M and the racilic wat.r-
shed, (llie data for the above siatenienis are to he found in Tables lU— '7 of
Ch. 1, Table 1-' of Ch. r,, and Table, r,- - of fh. 15 of the Ah>tn,et o'f Ik,
Tluileenth (eiinu^.f
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surroiindin;^ : their outKx>k is larj^er than it would have been, I. viii, 6.

if thcv had stayed at home'.

,"(. Ainerica'n movable capital Juu (/rmm very ftul in

icrt'iif ifearn. Itn turtienship is iridehj distnlmted ; hut natural

»rli<'tioH of dntjular ffficieticy has brought to the front a

relofirel}/ mnail number of men inth hiyh business genius,

aw I has given them control of a great part of it.

That iniissivt> orgiinization nf nianuf'.icture, in which a ii'w

jilcr! minds direct, while the greater jMirt of the work is done by

seiiii-autoniatic machinery, roi)iiires not only large annit's of

wiirkers with mutually stip])ltMnentJir\' ajititudes; but also a

cniiK ntratioii of a large volume of movable capital in the hands

lit jMiwerful anil enterprising owners.

'I'lie material i-esources of thi- Unite<l States increiised

rapid! V from the time when railways began to bring the

Missi>:sipj)i Valley into close union with the Atlantic border ami

with the jnarkets of the Old World. But the making of railw.iys,

roads, etc. in the new region, the building of farm-houses and

(le\e|iipment of the fanns, ab.sorb«'d most of her surplus of im-onie

over expenditure, large as that wits. Kven in lH(iO, the value of

farms and farm property was nearly half the whole wealth of the

i'iiunt!v: and the railways accounted for a g<j(Kl deal more,

though it is true that they were largely built with capital

horr. iwed from Europe. There was a v.wt destruction of ciipital

in th.' war: rajtiilly increasing opjwrtunities for investment in

land :Mid railways followed it; ami the.'-c conditions, combined

witli the superst'ssinn of .uoil as the material of shi])s, tended

t.i make her withdraw her resources from work in which she

wiiulil have t(> compete on ecpial terms with rich countries,

\\iiii>.' opportunities for the investment of capital at home were

iiirp'Wir than hers, liut alxKit 1H7.5 a new era set in. The

[inc.iling iiiHation of credit and prices had been checked by a

(:i.liip>e of credit: work was resumed with energy; and the

e\(;. -^ .jf iucDme over expendituri' cumnienced to grow rapidly-,

' - '.w further results i.f these coiuiitinnn are noted hi Imv, II, vii, -5,

-' iiie money vahie of furui property kept ahout even piiee with the growth
i>f ('"('ultttion hetween IHtiO ami 1900: hut it )ia« iucreaneii tnuc)i faster since

that tune ; mainly because many people here suddenly awakened to tlie fact
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I, VIII, fi.

I:

Most of the new wealth has been distributed among a large
p»irt of the population, as holders of real property, or of shares
or bonds of those railway and other companies which have long
hml a solid position. But investments in risky undertakings-
such as those connected with the development of petroleum,
copper, and other mineral prf)perties—often yield nearly iw

much loss as gain to the orrlinary investor : and yet they may
be handled by jKJopIe with large capital, and exceptional means
of information and organizing faculty, so as to yield them large
gains. This cause is one among many, which, as will be seen
more clearly at a later stage, are increasing the wealth of those
who are already rich

: it acts in America even more strongly
than in other countries. Another cause is that such businesses
iis mechaniciil engineering, grain dealing and milling, cattle

that the scarcity-element, which ha« loaK been present in the value of land in
old countries, is beginning to appear in America. Probably the statistics of
farm values in the following table are not liable to the very large errors that arc
to be feared in those relatinK to total wealth and to capital in raannfaotures. It
is to be remembered that the fiRnres for 1870 are reckoned in paper curnncv,
which was worth alwut four-tifths of its gold valoe ; while gold prices were thin
exetptionaliy high in world markets. The Census Iteturns show :—

i

j

HlUioni nt ilolUr,!

Cenauit Ve*r 1 I'opulstton t

Total
: \'»lue of f»rni capital in

wealth proiwrty m»iiuf»clur<'«

IS.'iO 23,iyi,(HK) 7,186 3.967 533
IWM) 31,413,000 Ki.lWI 7,980 1.0rt!t
1S"0

1 H8,A58,000 HO.OliS 8,915 2, lis
1880 1 50,155,000 42,»;42 12,lH0 2.7iMi
18!(0 fi2,r,22,(i0<l •15,(137 1«,0M2 (l.'ij.')
IHOK 77.-i5t),(K)0 1)4,300 20,440 9,H7l
1910 !':t,401,0(iO 40,991 IS, -190

The revised liKurPH for tola! wealth, Riven in Die Stntittieal Ab^tr.i.t mi,
are {m millions of dollars) 107.104 for 1904 ; and 1n7.73» for 1912. A part of
thi.s tnormous incri'a^.- in rwent .yi-ars is, du<- to a rise in the value of agriciiitnral
land caused by the alisorption of unocciipi. d land, and an increase in tl.o liome-
cons-umption of agricultural produce so ^reat as to obviate the necessity of .elliu«
it lit very low prices for exportation.

Kor some purjioses it is better to study rates of growth of wealth p.-r licaii,

than those of agsregat.- w. alth. lliu the growth of wealth per hiad would «ive
a very inadequate measure of tlie wonomic progress of a oountrv whose popula-
tion IS uromnif at an excptional rate. Kor the additions to the jxjpulation,
whether native born or immiKrant, do not bring their share of wealth with tl.ein.

The increase in the sire of businesses is considered below, III, vii and
VIII. and Appendix N.
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dealing and meat canning, and t-ven retail dealing, have offered I, vin, 5.

larger scope than anywhere else. Thus strong and persistent

men Jtccuniulate into their own hands the profit* of aggloniei-

ated business, which not long ago were distributed among

many smaller undertakings. And all such causes work upon

the basis of an exceptionally large aggregate of new income in

the hands of the commercial classes.

For profits in onlinary business are very high in America,

because the growth of capital, rapid as it has been, has not

sufficed to fill up nearly all the openings which Nature is still

lavishly offering to those who have the faculty to read her hints

and to act on them : and therefore a man who obtains profits at

a rate that is normal in America, on a very large business over

many years, will accumulate a vast fortune. Both the oppor-

tunities and the special energies, by which they are turned to

lU'CDunt, are as unrivalled as were those of England, when she

brought a large use of coal and iron into her service a genera-

tion ahead of the rest of the world.

The American problems of the present age are on a vastly

liirgcr scale than were the British problems of the earlier afj;e

:

but the means available for handling them have develoj)ed in

at least equal proportion. For, while such things as the

telegraph and telephone, and facilities for nxpid travel under

nstfiil conditions, are accessible to all
;
powerful capitalists are

able to set select staffs of shrewd and skilled assistants at high

silaries, on the detailed study of one problem after another in

constructive bu.sintss, in speculation, or in the two combined.

Edueatiim has always been tak»'n .seriously in America ; but

it has never bi'en regjinled as reaching far, by itself, towards

making men efficient in business. It has never given the saint

jirfstige as can be obtained by the evidence of keen mother \\\\.

which is afforded by a new contrivance, or a nvw scheme 'f

organization which is effective for its purpose. Thus ir h;is

come about that the American genius for inventing, or^anizm^.

ami aminging is the finest in the world. To concede thi.> i>

Mot to attriljute to Aincricans more than their fair share ot

iiatunvl ability. It is but to note that the able young American

is almost as sure to become an inventor or an or^'anizer or both,

as the able barbarian was to become a leader m itatile, or jis
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I, V.II, 5. the able Flon-iitine in th.> Middl.- agcH wa« to nevk distinction
in iirt or politics. For y«>iinj{ ambition naturally flowH to what-
«'vor vocation offcrH the nu«t prominent difficulties to h'
overcome and the hijfhest distinction for overcoming them. A
lH>wertui pnK-ess of natnml selection has thus mlled out th.^

lejMlers of American industr>- from the many millions of lads
who wen- l>orn to the List generation from alert piirents of many
races; and who entered on life with the r...Holve that th.'v
would pro\e thiins<'lves to In- abler and greater than thei'r
fellows by iKMumiiig rich: and of this etfectiveness the money
test is on the whole a safer test than any other which the
coinmun man can apply'.

There are in Americaagreat num])erof men who have Ivconie
very rich while still in the prime of lif,. and full of .nterpri.M-.
Some of them have little inclination towan Is social amusements
or culture: th.-y are conscious of Ixing but secoml-rate powers in

the lighter affaii-s of life ; and are happiest when at their places
of business, .ngaged in y.'t .-idarging the fortunes, which they
value chieHy as evidence of their organizing genius. As
arts and .sciences tloniish best where their f..lIowers work for

the ,ip|)roval of brethri'ii of the craft, and not for the sjike of
money: so business flourishes most wh.Te the ami of the
business m.iM is not to shine in elegant society, but to Ih> held
in respect by those who are the best judges of his si^'cial form
of strength. This exclusive devotion to one pursuit involves
some loss to the life of the individual; but the constructive
economic fore., which it gives to America at this i)hase of hrr
development is unitjue.

•Meanwhdi- thi' thoroughness and alert sense of proportion,
which have b.'eu develo}KM| in busine.ss, run over int.. congenial
studies. American work in appli.-d economics hiis alr.-ady'taken

' S«f a T,'f,rewnutiv<' diacu^si.).! in CarneKie's Krnptr^ of /;,«,„,.,, ;,,,.

10., -\\:\. He Kivi'K a 1,.^ ..f many ..f the •• bo.st known inaustrial .•slal.lisl,„ients
1 fach ,l,.,»i,tn.,M,t.. Kv-ry om- of those w.rks was founded hy mechanioM
If wi. were to inclu.le th..^. « inch w.-re founded hv men who entere,! l,f.. as „mee
b.<v ur derkH we shoul.i *.,,t,.aco alin..Ht every faniouH n.anufacturuiK »'.>ncern
.11 ih, .-..mitn Wiinanmker, Claflin, .lordan, I.ord, Field, Harr, I'hdpH l>od«i.-
the SlHn:oiJ», U.i.kef. II. rs (iouLin. Sa;;.-s, Fields, Dillons, SdiKMuans Wilsons'
Huntin.'tons

;
and most, of the chief bankers have heen clerks, oi have come from

a -tili inw,
1

-,.1,!.^ i:, tih. ranks. .Mo... ., -uid on this matter l;.low, pp ;f,-.S
'.

3 \
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the first place in the world : and in such Htudios iix thoHc which i, vm, s.

n-luU- to the re8pt*ctive provinccH of coniiN;titi(m, cooiteration and

monopoly, and to thi* t'unctionH of the State in regard to them,

American studies ap])ear to be the nio8t real, thorough and

jx-netrating ; as will be suggeHted in BtKjk III of thin work.

L<K>king Iwick on these exceptional conditions nf the

present industrial leadership of the Unite<l .States we see that

many of them an; in a tninsitional stage.

Her agriculture i» rapidly leaving the exti-nsivt' iiu'thiHls,

which are distinctive of the New World ; and passing U> inten-

sive methods, in which an ever increasing element of Old World

pnictice is emb<xlied. But they will never bt« simply Old World

methods: they will always be in jwirt deseende<i from the

typicjil American agriculture, in which nothing was done by

heavy manual labour, if ingenuity could contrive either to do it

by machinery, or to evade doing it altogether.

The changes in the chamcter of America's manufactures,

combined with the exhaustion of her supply of land .stocked by

Nature with foo<l for ten or twenty years successive crops, have

j(iven to her policy in regard to international tnule a character

very different from, and in some respects the opposite to. that

which prevailed when Protection to nascent manufactures first

Ciune under discu.ssioii. The keynote then was that she suffered

from a lack of the inheritetl industrial skill of the Old World : a

little lati'r the keynote was that the large capitals, which

Kurii|K'an and esj>'cially British nuinufacturers commanded,
• riiililcd them to make use of appliances beyond the reach of

thf jMiorer AmericjHi ; and aKso to ruin him by selling gixxls at

l('H.s than co.st price (in mcxlem phnuse "dumping" them), wh<'n

he \v,is already in financial stmits. But now those American
industrii's, which cnn exercise the greatest inHutiici' on the

Legislature and are in geiieml most favoured by it, arc among
those in which the power of aggi-egated American e.-ipital is

jfteater than that of any other coiiniry. This change :;ive>

much room for thought: but the <|iicstioMs raised bv it are

Ixvond our reach at present'.

' 8oin(thiii« in said an to the relations between euily pha-Psi of American
industry und tiscal policy in .\piiendix U.

w
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I. VIII, S

AMERICAN LEADERSHIP: MI'ITIKimM NTANDARDIZATION

Thf time in not yet in sight wh»>n any other country is

likoly to (MitHtrip hi-r in opjjortiinitii's and incitements to larjje

i'nt<rpriw'.s
; iind thorufure her shan- in industrial leadfrnhip in

likily \>-ui( to n-niain of an fxi-cptionally large mould. In fact

no hadtTship (juitf liki- htrs is to bo i'xi)eoted fnmi any countrj-,

which cuniiot rival botii the largfrn'ss of h«'r national resourct'N.

and thi' altTtm-Rt of her vast {M)p<datioii.

Thf World i-ontainH undeveloped resources nmny times iw
large a.s h. <*

:
and. though her .success owes less to her n>s«)urces

than to t ir e.xcepsional force of chamcUsr of the people who
have cohie to her shores, and to the stimulus which thos.'

energies derived from exceptional opportunities for bold and
rich enterprise ; yet it is to be noted that tiie bi-st strains of hi-r

poi)ulation are not growing in numbers very fjist. On the other
hand tht' practical applications of social science to the better-

ment of human life are being develoj)ed by her with great
ability and z.al. The new strains of her jxtpulation may
probably have not yet shown thi-ir strongest sides: and they
nia\ contribute iiaiK»rtant elements which, on the whole, will

niirse rather than lo\\. r the wealth of character that was brought
to lur shorex in earlier years by the forcible but perha{is some-
what too inrlividuaii.stic immigrants from Northern Europe.

To conclude :—the life of North America Wiis for .sevenil

centuries in the main a continuation of the lives of sevend
countries of Western EurojK-. But Holland, Spain and France
griulually yielded place to Englanil : and from 1760 to about
^50 the life of North America was dominantly British. After
that, immigrants from Germany and Scandinavia became promi-
nent; to Ik' followed later on by Itiily and by coimtries of Risterii

Europe. Now, nearly the whole of Euwpt^ lives again in North
America, Britain holding thi- lead.

And Britain leads elsiwhere. Australia and New Zealand
are British colonies in the fullest si-nse of the woni ; South
Africa is predominantly British, but largely also Dutch and
{Mirtly cosmojwlitan. This cosmopolitan element in South Africa

seems to foreshadow, more distinctly even than the cosmojKjIitJin

element in the United States, the In-ginning of a new em ; in

which the inHut^nces exerted by relatively old countries on

those whose resources are not yet developt-d, will dejiend less

lijji

iiiim
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on coniuutguinity atui racial inhorUanco, thaii on 8iinilaritii»M of I, vm. a.

opiMirtiinity ami of need: or, to urns a nion' fjtru-ral t«nn, "of

circiimstimcu." In ho far iw thin viuw HoIUm ground, it may b«'

exp'Ctf«i that tho Unitwl States will be in m>nie Mi'tiw the

pan'Ht of all othen* of whatever raceH they may Im- |)eo|>ltKi,

which begin t<» develop Irtrg.' phyMical reHoua-eN with new born

energy and alertnesn.

(i. Sotiu- niif/ht it/tetttlntiotu iw to/tUnre hnnen iff in-

Those idtMU* which nmke for industrial progress have not bi'en

the I'xcluHive projK-rty of powerful industrial countries. Many
• if thtiu have come from the smaller countries of Europe; Italy

and Scandinavia have bt?en imjxtrtant contributors. But, so long

;i.i the main conditions of economic dcvclopnu'nt remain nouriy

iw thev are now, the chief initiative wenn likely to lie with

CDiiritries whose great size, rich natural resources, and accumu-
latcil capital enable them to concentrate large and highly organ-

iztil mental and material appliances on the translation into

pnutice of the architectonic ideas of the scientific student and

th.- inventor. The ditticulty of forecasting the future in this

inatifr is increasefl by the growth of these ideas, more than it

is iiiniinishe<l by the accumulation of exivct knowledge .»s to the

nsources of the world, and as to the people who inhabit it.

For instance, the growth of mechanical technnjue, espi'cially

on the American mtxlel, increases generally the advantage which a

large, but unified and compact, country hiw in massive production.

But Au.stmlia and Canada, though well-endowed with natural

riches and inhabite<l by alert populations, suffer from lack of

ciiniiKictness; and their prospects of leadership maybe tnateri.illy

arttcted by inventions that lessen the hindrance arising from this

<ii t'ict. Not long ago communications through the air by tele-

gnipluc instrument, telephone and aircraft were not in sight; but
cviii the last is now regarded as a possible aid to onlinary inter-

coui-M'. If each decade of the ne.xt two hundred years should be
ni'Tiiy :is prolific of inventions as each of the last two deaules hiis

b> ,n—and that is a low estimate—the conditions which now in

some measure limit the scope of industrial leiulership to compact
countries may have jiassed away. But though we cannot look
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i(;o SOME CEXEKAL SPECl'LATIONS AS TO THE KlTl'RE

I, viii, f<. forward far, we may look ;i littlf wiiy, and venture on giifs.si>,

which may at all events suggest sojiie rejections as to the presi-m

:

though their value as preilictioii is oi the slightest.

I**
1

1

li i

Canada is to some extent a partner with the States in leaiKi -

sliip. Tiiere is a constant interchange of mi'thods between the

two: "American" discussions relating to railways, monopoli>iie

combinations and similar matters, cross tlie frontier into Canada

with little sense of change of atmosphere, such as is palp.-.'ilf

wlien they range to any other country. Her main route ivmn

Montreal to her Far-west lay not long ago to the .south ot the

Lakes, through Chicago: but railways are at last penetrutii^^

the poor land t(j the north of the Lakes; and the unification >{

her East with her West is likely to move the faster, the furtlur

it goes. This is indeed partly because the .stock of free l;ooi|

land in the .States has been exhausted: and it has been foiiiiil

that the rigours of the long winter in the Canadian North- West

arc less htjstile to wheat firming and even to mixed tanning

than had been supposed. Thus the tide has turned back, and

Canada is receiving again her own with increase : for the farmers,

who throng into her new wheat lands from thi' States are inrii

of many races, but are alike in having trained faculties anil

aptitudes for their work, ami in being already supplied v.itii

adequate capital. The severity of her climate, which hindeml

her progress at first, is now selecting for her benefit those in-

dividuals who are most able and willing to encounter physicil

ditticulties and hardships; and a vigorous future seems to iio

before her.

South Africa has shown great energy under difticulties. iler

gold and diamond mines bring wealth, though they do not gr'atly

de\elop industrial leadership of a western type: but the s 'Hd

strength of the British and Dutch population, now hapjuiy

united, may pioneer new and more successful methods of inti-

mate cooperation between white and black races. Hei- distanc.s

an-' great, and her means of communication still slender : !mt

lii-r I'csources ai'e vast :
/>'.' A fried xeinper fil((jiii(l iiari.

Australia is leading the way bravely in the great endea'.'air

to bring the labouring pojiulaticn as a whole up to a high l.\i-!

of culture and physical enjoyment. It appears indeed that hi r
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proci'duiv involves certain forms of restriction which might prove i, vm, <!.

fatal to a countiy whose natural resources are on less generous

a scale tl' u hers; and the rate of increase of her population is

smnewhat slow. This retardation, partly due to the preflonii-

nancf of in-ban conditions, has been caused in great measure l>v

her g.'ographical pi'Cidiarities.

P'or there is a large almost vacant space in lier cmtre : sonn'

of the land in it seems indeed to be of good (juality : but its

rainfall is small and uncertain, and it has not attracted a solid

a,<,Ticnltural population. In the neighbourhood of the sea, much
nf the land was allowed to fdl into the hands of large capitalist

sheep-farmers and bore but a slender population. This evil is

l).ing remedied : but the preferential advantages {assessed by
.^ielbourne, Sydney, and other great harbours have attracted to

them the greater part of the strength of the people. Most of

hi-r communications have been by sea: but a considerable net-
work of railways is growing up in the neighbourhoods of Sydney
.UKJ Melbourne

: and the splendid energies of her people may be
'rusted to develop the natural resources of their great country
in spite of ditficulties. New Zealand is on a smaller scale : but
hei' racial and physical conditions are highly favourable for the
'vuhition of the best British tendencies.

Passing away from European races, we Hnil in Japan a bold
elaiiiiant for leadership of the East on lines that are mainly
\\ estern. Her insidar position, contiguous to a great Continent,
IS ahiKJst as well adapted for the development of industry and
Trade as that of Britain. She has learnt so much during the
liist thirty years, that she can hardly fail to become a teacher
're l(jng. It seems indeed that stronger food than they now
have will be refjuired to enable her people to sustain contirmous,
M vere, ],' .ical strain : but the singular [X)wer of self-abnegation,
which they combine with high enterprise, may enable them to
•irtam great eiifls by shorter and simpler routes than those, which
•uv pursued where many superfluous comforts and lu.xuries have
'""- ' " regarded as conventionally necessary. Their (piick
nse t,, power sui)))orts the suggestion, made by the history of
past times, that some touch of idealism, religious, patriotic, or
artistic can generally be detected at the root of any great out-
burst of practical energy.
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lf)2 SOME SPECrLATIONS AS TO THE FUTURE

I, Mil, ti. India, though less agile, is developing renewed vigour and

independence in industry as in thought. She is the home of

siiHie of the greatest thoughts that have ever come to thr

world; and the originator of many of the subtlest and most

artistic manual industries. She has suffered in the [jjist from

lack of unity, and a scarcity of power for manufactures ami

transport. Hut she may yet be foinid U< have considerable

stores of coal: and some of her regions may be enriched by

electrical energy derived from water power. The rapid recent

rise of her largt'r industries is a source of just pride to her, and

of gladness to Britain.

(Jreat futures maj- also await Russia and China. Eaci. is

large, continuous and self-contained: each has enormous ]<-

sources, which could not be developed so l(jng as good aeces>

to ocean highways w;vs a necessary conditioi. for great achievn-

ment. Their poptdations differ in temperament; the persistencr

of the Chinese being complementary to the quick sensibility ot

the Russian: each has inherited great powers of endurance from

many generations of ancestors who have suffered much. Hut

recent events ob.scure the oiulook.

Up to the present time a tropical climate has been fatal t

the best energies of races, however vigorous. It has nt)t imleeil

extinguished either the .subtlety of their thinkers or the physical

strength svhich their workers can exert for short periods ; but

it has been hostile to the power of undergoing severe continuous

strain of mind and body. The tropics contain however much

rich land and mineral resources. These are indeed of little avail

except where a good supply of water can be obtained. It is

needed, not only for domestic uses, but also (in default of any

other means) to enable the energy contained in the sun's heat

to be converted by aid of various cooling processes into mechanical

power. This is another diiection in which the- progress of tech-

nique may po.ssibly alter the conditions of industrial leadershij).

H'lt for the present it may be concliuled that there is no siu.

ground for thinking that industrial leadership will remain always

with the same races, or in the same climates, , is in recent t'liies;

nor even that its general character will remain unaltered.



CHAPTER IX

Ti;AX8[Tr()X TO PRESEXT PUOTiLEMS OF INDUSTRY
AND TRADE

1. Tlw fonmhttionx of modem bttsinesH hi ijencml roii- I, rx, i.

/tlt'iicr iiuff '.'redlt.

Thu present chapt.T is designed to afford a link between
Bi. >k I and Bonk II by applying some indications, furnishe.l by
nbsiTvation of past phases of industry and trade, as part of the
ba-is for a study of business under present conditions.

A chief feature of economic evolution has been the gradual
inM igence of the notion of a "business point of view "

in regard
to the affairs of life. That phrase could not have been under-
Nto.xl in a primitive society: and there is a sense in which it

may be argued that business operations are merely one drift of
M t.ndcncy to adapt means to ends, which is universal throucrh-
ont nil forms of life. Biology is indeed discmering numerous
"^ivs.n which inheritance and natural selection-supplemented
W the imitation of the successful actions of parents and other

H.ler individuals, and by other p.st-natal influences—hav
l^iiai.led even low grade animals so t,) adjust their structure

^i.!.! then' operations to their environment, that they may be
'b!.- to utilize it f.^r their own benefit with ever increa'sing

ha-r, efficiency and certainty'.

I,
.' ?\' T?''

'^'*' ""' "''""'" "'"' •'^'='1"''''''^ f'"^""'^^ "^ inlieritea r,„m.u.rns by children at then- birtli : it insufficient for theargumen- that clnM.vn
|a..uat>ca y imitate tlie actions of those by whom they are <.irroun.le,l, a.ul

I .e
;
^p.cially sensitive to sngge.stions from the examples of mocl.er and father •

-...e..c,,„u-e. skill and faculty in small matters, as well as in lar,.. pass from
.

I

;n„ t., children by dchnite instruction. But a protest may be permissible
'-.u:st the preten.-ions of some exponents of Meiidehan doctrine thv

-- ' • "";'--rit;il;cu by iiiico ana VuyeUbits

11-2

•?••

'in

^ 1•- in 'I

',

If

I

i f V



W^'V. "<<>'

164 TRANSITION TO PRESENT INDl'STRIAL PROBLEMS

I
i

i

ii

h i

'^1

si

J!!

I, IX, 1. Most of these adjustments are in regard to the functions of

individual members of a species separately: but one large [Kirt

of them has to do with the military organization of the various

members of a grouj), and another and yet larger part with their

business organization. It is probable that anthills and beehives

havt' been highly organized business concerns during verj* many

more centuries, than those which have seen human business

organizations of equal complexity and efficiency: but, so far as

we know, the organization of ants and bees has been automatic

and unconscious, without direction by foresight and deliberate

contrivance. On the other hand there has been some element

of conscious adaptation of means to ends in nearly every organi-

zation of human business. And. though the automatic elements

pi'e{H)nderated grep.tly over the conscious and deliberate elements

in early phases of economic gi'owth, yet changing conditions

were gradually met by quiet adjustments. Elementarj', partial

division of Labour grew uj) between individual membei-s of the

same family, between families, and between neighbouiintj

villages, or clans. Here were the; origins of business trust and

confidence, which were indeed enforced within each group by

the social penalty of ostracism : an offender against his neigh-

bours becaine an outcast, often without refuge.

As .small communities merged and increased in size, an

offender could more easily move from the scene of his tians-

gression. The extension of neighbourliness lowered its intensity;

and in conse(juence the trust between neighbours becamr less

habitual and instinctive. In other words life became in some

degree "business-like"; and ere long the transactions between

neighbours began to be governed by arithmetical comparisons

a£ford conclusive pn/of that the characters which children bring into thu world

with them, are incapable of beint^ affected by the past mode of life ol their

parents. Mendelianfi do not claim to know what causes originate dit!( rtnces

between elementary i.'ernis : it seems to he certain that changes in the mental

and moral habits of a human being are reflected iti his face: and Meiiilchiin

arituuietic has little direct bearing on the quesliun whether the nutrition

supplied to geniH iii the liody o<' :\ p. rs<in escfopivnly addicted to ihiiik or

other sensual indulgences may not ri suit in tlie birlh of a child with less firm

character than it would have had, it the ]i;neiil had lived soberly and cliastely.

boine Mendelians concede that it d.>es: and the gri.dual development of trust-

worthy statistics of inheritel mental and moral ciiaiacters may u'tiimitely leal

to further admissions in the same direction.
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between the viiliu- of that which was given, and that which was I, i\. l.

received in exchaii^'e.

The t!a<iei-s who bought goods in one locality and sold them

in another were distinctively business men. Hut the greater

iniinber even of thein seldom needed to look long ahead or

very far afield : partly becaujo they were in personal touch with

those fioin whom they bought, and to whom they sold; and

wriv thus dii-ectly cognisant of nearly all changes (except those

ari-iiig out of war. famino ;uid plague) which were likely to

u])-cf their calculati(»ns in the shoit time over which each such

tnmsiction gener.iUy r.in. On the other hand a broad conH-

(lei.ce in the steadfistness and etiiciuncy of large and various

ui.irkets is a necessary condition of the highly complex modern

division of labour .imung producers, and between producers and

injildlemen : for indeed almost every considerable operation of

business involves some speculation based on well-informed con-

lidince. The whole mechanism of .society rests on confidence;

it j). rnieates all life, like the air we breathe: and its services

are apt to be taken for granted and ignored, like those of fresh

air, until attention is forcibly attracted by their failure. When
cuiitiilrnce is shaken by a rumour of war or of civil commotion,

or nf disturbing financial legislation, or of extensive frauds or

rash trading by important firms, then business life is stifled
;

and men yearn for the whoIes(jnie .atmosphere that is associated

with the general re-establishment of confidence'.

This trust contains a jx^rsonal element: but it contains

miich more. For most of those on whose actions anyom^

reli'-i are personally unknown to him. It is sometimes called

'•ci'.muercial credit." But that term seems not to cover the

whi>le of it: we may call it "social credit." It is analogous to

per.xinal credit. But it is also, and for the larger part, trust in

' The methods of busine'ss in the remoter districts of New Englanil a ciii-

tury iuu throw much light on those of Mediaeval England : the light is all t'ue

1 rij; '. r, because high intelligence and cultured thought were being brought to

Lvar on crude material con.litions: and Professor Sherwood {Qwirtcrhj Joiiriml

01 Kcnnomicii, viii. p. 1,57) tells how his grandfather used to dress tiax for the

ro]K.> and grain bags needed on his farm, and to make his own ^hoes ; but

slowly gave up the habit as the growth of markets around him gave him a

doable confidence that lie could advautagfously dispose of his giaiu to one set

of people, and obtain his ropes and shoes from another.

1:.
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TIIANSITIOX TO I'KKSENT INDfSTRIAh PKOBI.EMS

the character of sm-icty; in the stabihty <>t' puhhc onli'i, in

tnedoni Jniiii distiirhiuiw at home ami from forci^ni attack: in

rhc 1,'radiial and haniionions devolopniont of (rrmoinie condi-

tions: in the pmbity and reasonableness of p'oplo generallv.

and especially business men and legislators; and—to lay special

stress on one important detail— in the solidity and j,'0()d workint;

of that currency which acts us a medium of exchanj,'e and a

statidard measure for gauging economic obligations and tr;tiis-

actions of all kinds. The breadth, persistency, and fluiditv

of modern markets enable the producer to make things .n
the "speculative" chance of selling them, with a reason.iiilr

Confidence that he knows beforehand approximately the price

at which he will be able to sell them: whether they be finished

or half-finished comuKKlities, or raw materials, or implenient>
that have no value except to jjcople engaged in other industries

— ))eople whom he has perhaps never seen, but with whom the

wide ramifications of business keep him in constant, if un-

conscious contact.

The modern producer throws all his »Miergies into one

jiarticular group of operations, trusting that the same market
organization, which secures for him in advance approximatclv
known prices for his sales, will enable him to buy at approxi-

mately known prices such things as he may want ; whether tluy

be small supplies of personal necessaries and luxuries drawn
Irom distant regions of the earth, or relatively large supplies of

just those highly specialized kinds of raw material and impK-
ments which are used in his work.

The merchant, the broker, and the financier are those whi>

lire most directly concerned with the' machinery of modern
marketing, and with the stability of the social credit; just a-

tire insurance companies arc most directly concerned in pre-

vision against fire. But a general reduction in the ri.sks of fiiv,

which would be an unmixed gain to the general public, wnu.M
liring loss as well as profit to the insurance companies: .in.l

those who have profited most in the aggregate by the growi:i;

etticiency and stability of social credit, and market organization

are the producing class rather than the trading cla.ss; and tl;.-

general public has gained most of all.

I.i* mi
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•J. A ftreliitihiaf// rrrkir of rhiiiiffCM, irhich HonutiiiDX i, n

irii(/<i' a nrif Itnyr mnnit/artiirhif/ or minintj biiA'nicM in a

mfoxiire Imlrpvinleiit of of/irr iudnntricH In itx tui(//iboiir-

liootf. A note on tlw uuaiiiiuj of the t^rni " prodnrtln
."

Kcdiioiiiic ])i'(ii(rfs.s li.is at li.st iiii(lt'i'iiiint'(l soiiK .f tl

t'luiiilutiniis cif F'ctty's gifiil nilf tliiit, " Kacli ciniiitry Houiisli.tli

ill till' inaiiiifiu-tiin' ot' its own native ciiiiiiiKMlitics." Hut \( t

must lit' tlu'iii remain, thmigh clian^'ed in t'orni ; and they are

now. as fiirniei'ly, intermingled with, and sumetimes e<>nfnse(|

uitli, the advantages which an industry derives tVnin a large

hoiij. market. In Peity's time, and very much later, jienple

werktd ot' fourse much tor themselves in their own houses on

whatever materials Nature supplied liberally to their hands:

ami, when a specialized iTidustry began to take the worii over, it

teiiiiii a large home demand ready to encourage its development.

Abundant raw material, and a large market for the finished

jiiodiicts, dcvi'lopcd ever iiioie highly specialized skill in the

main industry, and ever stronger subsidiary industries to supply

its iinideiiial reipiiicments, and to work up its waste products.

Kach single business was on a small scale ; and though it had

access to many of the economies of production on a large .scale,

th( se were external to it, and com e to the whole district.

For long ages industrial lea' .nip de}iended mainly on the

niiiniier and extent of centres o ()ecialized skill in which these

iNieiiial economies abounded; a relativ.lv small imjiortani-e

ittaclied to those intennd economies whic-h any single business

leiiiil attain by the elaboration of its own plant, and to the

subtle division of laV)our between its own enijdoyees. But with

ih( growth of caj)ital, the ilevelopment of machint-ry, and the

'.iiipriveinent of the means of communication, thi' importance

"i' internal economies has increased steadily and fast; while

>"!iie of the old I'.xternal economies have (ieclineil in importance
;

.in>l many of those which have risen in their place are national,

"1' evt 11 cosmopolitan, rather than local.

Associated with this change there has been some shifting

ni the relative importance of different orders of industrial

iMjJi'.city relatively to one another and to cajiital. The suj)ply

"i skilled labour has increased: but, partly under American
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iiiMiicnco, miicliiii.Ty hii.s cnNcrt'il s.. laruc a niii^'c of work tli.it

ii I'.inpanitiv.ly shmt tiaiiiiiiir (.|ial)l,.s a yuiitli, wliu is tialurallv

ah It, t.inmtrol a iManiiJacti'iirijf |iri)ccsM that not l()ii>,'a^r.» would
have iv(|iiiiv(| th.' work ofa j^T.-at iiiiiiiIht ofartisjiiis.

Skilird hihoiir is iiiilcnl htttiT ivmiimratrd than rv.T
l).t;.iv. Milt whih' thf carli.T sta^r.'s of machine ju-.-diin i,,,,

t.t.d.'d to raise the wajrcs of skilh-d lahoiir even fkster than
these of unskilled: the lat.'r staifes hav,. tended to diminish,
r.'latively at hvist, the Volume of th(^ cicmatid for that sort of
hi>;hly developerl manual skill, which re.juires special traiuiii;,'

from l.oyho<Ml ui)w,irds. There are a f.'w industries in whi-h a

consi(hrah|e supply of skill of this kind is as imperatively
n.-eossary jis ever: and an attempt to start such an industry
m a new home has jrreat difticnlties and risks. But the chi.'t

iiee.l of the lar>,'e majority of modern industries is for alert

mtellip.nce, j,rood jud,t(ment, promptni'ss and trustworthiness
in conduct on the part of the more responsible employ,.,.s.

Where this need has b.-eii met, resolute and capable men
and women can generally be found who will (piickly acipiiiv

adequate familiarity with the materials, the plant," and ilie

operations of the industry. Such an industry can be startnl
by a powerful firm : if it imports a considerable statf of h^ailim,'

men into a district, the population of which is energetic
and has a fair share of alert intelligence. Modern facilities

of communication by railway, and motor traffic; by post, tei,..

gr.iph and telephone facilitate this independence of local ;iid

:

and a powerful firm can sometimes set up a railway sidini,' of
its own.

3;

\t : i

Another disruptive influence, which helps a -irong business
ui .able hands to be independent of its surroundings, is th'
certainty with which business success attracts capital. ]; is

often more difficult for a small business to borrow a thous.md
pounds thai, for one, which is ten times as large, to borrow titty

thousand: and there i.s practically no limit to the amount of

capital that the public is ready to place at the command of a

Joint-si(jck company, which has already done groat thinn-s. and
IS believed to be in strong hands. For indeed the stock of
capital has grown so much faster even than the scope for its
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iiM.> in in.lustry, that capital is always at th.- command of those I, u. j.

wh,. hiive l)oth thf inetitai fai-iilty ;in.l tli-' iiiu:-al charactn-
tif'!' '1 tor tiirniiif( it to ^'ooij afioiiiit

Till' krynot." nf this chaiiir,. was stnick l»y tli.. Aiii.'ric.in

Ffiipis Walk.T, wlio s,iic| as nirly as l^sTd that tlu- man wh.. |,,,s

th. tariilti.s iv<|iiiiv(l "to .sliap.- ami diivct j.nMliu'tioM, aii.j tn
..r.Mni/v and n-ntroj th.- in.lustrial niachin.iy...risrs to ;„•

in;i^;rr ,,f thr situation. It is no |„ni,r,.r tin.- that a ni.ui
' ""' "" 'i"!''''}''!- iM^caiis,. hf is a capitalist. .Mm coniianid
(a|iiial iHM-aiiso thry haw tho .piaiiticatioiis f(. pp.fitablv nnplov
l.ili.ur. To th.'sr captains ,,f indnstry... capital and lalMin-
rr>..v'. toropport unity to |MTtoriM th.ir sivcral functions'.

"

Tlif dria of capital and laltour to the contiol of the i)o,t

liiiMiirss fiindty vvitliiii u cimti-y is train iii^r fuic, and is hcirii,'

airnrnpanicd hy a similar drift from ..nr couiitry to anotlion
Thr u'lvat l)iisincss,nrr:ry of (J.Minany attracts to her industrial
.!i>ti;rts lal.our from countrirs in Kuropc c.pially well endowed
by Xatuiv. The <r,-,.,.it business energy of th.''rnited States
has caused her population to inureii.se wry rapidly, even after
lier hest natural r.-sources have pa.s.sed into private own.Mship,
and :he new comer mijrht be able to obtain elsewhere better
"Pl-ortunities of becoming the owner of rich land with but litth'
"ml.ty. It is true that these coimtries havi- not recentiv borrowed
vwy much e.xternal capital for pid)lic and privaU- investment to
watri, the increa.se of this population: but the reason is that
indi-.nous capital has been growing very fiist in (Jermanv, and
at a -tupeiidous rate in the United States.

AM again a new keynote is struck:—"A f.'w managing
Hniuns or Americans can now readily hi' obtained to establish
"i^muiactures in any part of the world, and e.lucate nations to
l"|''mi.'satistact..ry workers.. .The .seat of manufacturing is now,
and will continue to he more and more.simply a cpiestion where
the requisite m.-.terials are f,.iuid under suitable conditions.
" ipitai and labour have lost the jMjwer they oiic.^ had to attract
raw materials; these now attivict labour and capital-." This
kvii.te may perhaps have been struck a little to,, sharply.
«ut It is certaiidy true that manufactures on a large .scale can

i I'lr il'tli/,:. l/IIVA-IDII, CJl. XIV.

^ Carnegie, liectorial Attdrcm at St Andr^w'M, H)02, pp. 7, 8.
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1"0 TKAXM'TION TO I'KKSKNT IVrtrsTHIAI. ••I'.iillI.KMS

I. u, J. hr ciiiifrfl, wh<Tfv<T thi' n'wHircrs lit' riiitup' an- liivmiialili

iiiiicli itii>ri' i|ui''kl_v th.iii was (Hi.ssililf liitnii' tlir ri'ciiit ilrvilup

II 1Mills lit' iiii'cliiiiiirMi piiM'cssfM (if |in>i|ii('ti<iii. It is iin lull'.

iii'crssjiiy tJiiit. si'vcnil ^^friiTiitiiiiis lit' wnrkcrs sliniild siicct'ssivi l\

111' itiiiiiril til .1 ^radiiiilly hi^'ln r ]iit<'l) nf s|M'ciali/.f<l skill. Ami,

what is in iiiHiiy rasi's aliiinst as iiii|iiirtaiit, ii iirw iiidiistrv

is iiiil as (ii'pt'hiiriit as liiinicily <iii lln' |iaialli'l (lf\ '|ii|iiiii lit

III siiiisidiaiy itidiistriis in its nii^hlMiiii'liiiud, which niiiy hu|i|iIv

Its iiiiiiiii' wants and turn its li\ -|iiiidii('ts tn acrniint. .Ma<'hini'i v

and iitlirr iiiipli'ini'iits can imw lie lirmi^ht tniiii alim st any

distance in standarrlizcd shapfs ; and tiic utluT services, iiimip,

nf which used til lie rendered bv siihsidiary indiistrit's, can imw

lie |H'rliirined in siilisidiary wurkshniis, erected fur the |)iir|)..-i

liy a single vast factory.

The great business, which is set up far fnnii cuj^nate industiii «.

has til trust very much ti> its iwn resmirccs in.t uniy mi its ' pm-

ductive " side, but also in regard tu marketing; that i.s in ri't;.i!'i

111 buying what it needs and selling what it ))iiiduees. Tln-

piiints tu th<' facts, whicli will receive much attention later in.

that an increasing part nf the activity o\ a manutactiiring tiim

is iiuw given to marketing: and that indeed the line of diviM"ii

between pruductiuii and marketing is increasingly blurred.

Acciinling tu |M)pular usage agriculture, fishing, mining ami

iiiiinutacture are prcMluctive, because they produce new g i>

iiitii the field of' biisiness : -Ahde tran.sport and commerce nieivK

change the pusitions and the ownership of goods which at'

iilreiidy in that field. Hut mtm dues nut make coal, he nuiriy

lrans|xirts it fium its bed to the surface; and thus makes u

putentiaily useful; its usefulness is nearly complete winii

delivered i\- earlier and merchant intu a priv,.te cellar ; ami is

ipiite cum] lete wlieii delivered by a duiiiestic servant tu th-'

fiK'placc. Thus the coiiimun distinctiun between '• prodiictiw

industries and utbers rests un no scientific basis. Hut it cuiiv-

spunds to a division which plays a considerable part in econuiiiic

studies; the objecti ms to cuining a new term tu take its placf

.1) ; Very gieat ; and lui ;!'.< jn.sent at least we must be cuiii'iii

to use it'.

' Tlie student of science whose diecovcries proDCte the advance of lu .iiu
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.1. Hvtural niiiHiH nhuk hnn ,,i,;„ to th, f,,n/rrx »»/ I, .,,.i.

firoffiirthr htiliiMhif luiirh of thi pnntiiiinin inn/ r,M/,attM{.

hilifi/. ir/iir/i fhniii rfi/ hi/oiit/,-/ nfituiMf urfiiMirr/i/ to ,/n,if
lllflU'llllHtx.

Th.' rhic'f J)r^ri„„i,|,^.s of Ih.Ic' ,M|,|t,ill>t ic sp.VMLlI 1..,, \>..,v

in llir \i>u^ .liNtiiiK-r lia.lr. ;ui<i f>|),.riaily III that l.rtw.Tii

httrrrrit, couiitiirH. A> li;i.s aliva.ly Immii iii.i.mI, it was r.latiM ly

Miiall III vcliiiiic-, \h\\\^ cuiifiiii'd iiiaitily to a t.u lin,. au.l .-.istlv

maiiiitacfmvs; aiiW In things, which o.iil.l !). ul,iaiii..| only l,"v

-jMcial favuiir of Naiiiiv in |>jirt iciilar plac.s: l.iit. >lij,.hl a- it

uas, this tnulc was th.' chirf trainiiii,' ,i,'roiiiiil tor ihos,. faciilfirs

«IimIi <listinKiiish thf inast.r niimls in l.iisin...ss at tli.- pivvht
'l.iy. In it filonr was tli.Tc lai>r,. ,Mc,,p. for (.•onoinic initiativf
aii.l fai-ivac'hiiiK toiv>ij,'hl

: for thr powrr of .•ontrolliii;,^ ^r,-, at

iiuinhrrs of Mihordinatcs of all ranks, from the iiii>kill, (rport.;-
'" th. highly nsponsil.l.. otficr wh., was often at '<\\r,- .•apt.nn
f a -hi], an.l chi.f a.liiiinistratorof a largr movinj,. stoivh..ii>-
..f valuahl.. goods. Dming long agrs th.. lan.l am! tli.. a.lthonIv
•'|(io\..^nm•nt w.'iv indci'-l til,- fhi.'f soiiirrs of gr.Mi aaMni.iila"-
:i"iis of w.-alth: hut gn.lually .v.^ii i.ow..rfn! nihrs l,..gan to
l<MM t;.r finanoial support on th.^ shoulders of ihos.. who had
ivaptij th.. harvi/sis of larg.' m.^rcanfili. Imsinrss'.

faitiiri' h.i.s »s p„,d u li^lit iij th.- ul,>tiuct to l.c nillr,! p uauttivc a- th.-
'"""imKhtiK oIliciT has to he cilU'.! a soMin-. thdiiji h. i,„iv not liuMh- ,imv
"inpon.

' Of course cv, ry civat .mpir.. of ...irly nn w.ll (ik „f rcnnt tinu's l,a-
.'•I-.C1..I a tnimiMK Kn.ur.d for tlie fac-ihtir. of orpmizHtion „h,l ,ulinonKt,a;io„
lii rtrani to th.- ntTans of <Jov.rnm,.nt it, ,,.,i,.,. ,„ul w.ir

; ,,„d, it, th.- han.U of
a ti,Mn i.oss..Ksin« husin.-sH ,,,.„i„. „nH aptitu.h... the work .oi.ot, >,.,-. r,.„.-h,d .
Id, stan.lH,,] of t.rhmea! ,.x..ell,n..,.. li„t the- ,,r..ee.-,linp. «,.r, has..,] .-;

l»r.'. luther than on fm- harraiuing : arhitrarv d.-ciMons ^..^.-imd iii,o.,i, -
•'"^'1 .'iit^i.-.n^.s ahk.-

: an,! thos.- who atnass,,] la.-.- f..rtn,-., ^ f,„:„ !-a,,dli>, •
t,'.

I^'ilmc reveiaios, f,-,,„> H.-Ilin^- priviht'e.s, an.I ev.-.. fron, th.- ounw-hip of h.r .
I'a.ts of lamt, a.T.- not alwavs on.) -wc.l with hiph r..n.t,uct,v,- fu-uhv T; .-

..--.i-.,hla>u.-,- ,,f tlH- fort,n,.-« of Kio!,.!!. ,., Ma/atit, a.i.i Fom-h,- -o tho-,- „f
l""lil'-ry Unman I'roconsiil- has hfen ni,.,!.- fHii.iliar hv Dm,, a- The ia-.
>""'.• of tl,e forti>n..s o' ,.nu,u-nt .o.-rchants winch <nks .l.nv,,i (ro.n .m-
.;'>>-- :us of Iu>,- a,Kl Stat,- o„ ,1,. Cor-.n...t ,<-,u.,ullv ,. ,n,iicate.l hv
'^'r'^'-'-r^,h.,^/.,U.a,.r.UrI-\,„j,r. M. o'Avc-.kI (,n / /„.,.',;„„< ,,, .-,:,,

I'rtnn"'
•

"'*',.""»--''"'" ^^'^I""'- -i'" 'i'loi s,. c..n.,,osaic-i,t l,.s a>H-i. ,„H-s
tunt-s, of h.H Ji.-n.uverw, d'hi.t.ue soc,,,!,) <1isf„ss,.s th.- imporlatu ,- of

'!
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172 TRANSITION TO PRESENT INDUSTRIAL PROBLEMS

I, IX, 3. Morchiints were the " Venturers " or " Adventurers " from

whom modem enterprise (lcseen(le(l. They had a large [)art in

the coordination and the finance of localized niiinufacture, as

SI Kin as it l)eg.in to outgrow the capacity of the small master

working with two or three assistants. The clothiers and othci-

merchants, wiio let out wool to be spun and woven to their

orders on tlie Yorkshire streams at the end of the eighteenth

century, were men of a larger scope than the " manutiicturers "
:

and Livei-|)ool Merchants 1< )ked down upon the Manchester

cotttin spinners, c^ven after a hundre<l years of mechanical

inventions h.id raised the capitalist inanutiicturer up to the

level of leading merchants in regard to the magnitude of his

operations, ami had entrusti'd to him a greater responsibility

than theirs as a leader of men. It may possibly be true that

no industiial leadei' of recent times has excelled Watt and

Stephenson in cn'ative faculty, or Boulton in administrative:

for thi'y wei'e forced to rely mainly on their own strength;

where.is only a small pi'rceiitagi' of those ideas, which are turned

to account in any e.xisting business, were created in that business.

But ye^ the work of some great manufacturing and other

])roductive businesses in thi' present age has deman<led a eom-

biiiatioii of tJiculties almost as rare as those of Watt and Boulton

:

together with other acquirements ami resources which were net

in demand, and were not forthcoming, in the earlier age.

This develojjiiient is the result of many causes: most of

which are connected with the magnitude and complexity of

modern industrial o])erations, and their intricate relations to

and de])endence on one another. The stage has been passed

at which a great idea is alm<ist self-sufficing: it has to be

elaborateil in connection with others already in possessiou of

the same oi- neighbouring [larts of ihv industrial field ; and

its application is therefore not an act, but h long process,

needing patience and large resources of mind and perhaps of

capital. For instance, when a new mechanical idea has been

created, its translation into a smoothlv-workinir business

nia'hiiie geneially involves a long series of experimental stages:

the constant increase in the sixe and complexity of the machine-

unit often causes such an experimental stage to need the

con:7ider:itii-a of uinny lu^-re side issues than -jrnierly; and

fj
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pt'rhaps to cost hunrireds or thousands of pounds, whore tens i, ix. 3.

or hundreds would have sufficed for the simpler and siii:iller

appliances of a few genenitions ago. There is therefore a large

class of improvements, of which prominent examples may be

found in the heavy steel industry and again in the manuiactun-

of monster printing presses or other machines, which are Ixyond
the range of anyone who does not unite the command o«'a great

business concern, with the possession of high faculty for appre-

ciating new inventions, if not tor creating them. Again, most
of the so-called " chemical " industries, together with othei-s in

some of those connected with metals, glass, oil, explosives and
other things, which are not commonly regarded as chemical,

otier exceptional opportunities for those great business men
in (Jermanyand elsewhere, whose genius is piirtly scientific, and
who have founded laboratories within their own works. 80
far as these considerations ar^ concerned, the growth of large

industrial capitals tends to promote technical progress: tlie

inclination of the great manufacturer to take a direct interest

in ngineering chemical and other studies works wholly for go(<d

in raising the prestige of industry.

Again, a progressive business must sometimes rouse a;i

interest in its improved and new-fashioned products: and if thev
are very expensive, as for in.stance electrical power plants are, tht-

marketing side of the business must be very strong and enter-

prising and courageous : he who can discharge these functions

ade(|uately must include among his qualities and aptitudes

th(]Sf of a great merchant.

Lastly the administrative head of a giant business nnist hold

togethtT several thousands of employees of various grades in

an order which, while harmonious and disciplined, yet elicits

their individual and spontaneous enterprise: and for this he
iiiusi have some of the chief (pialities that are required of the

cuiiiiiiander of an arinv. He is not a "captain'' of industry;
he is a "gt'iieral " in control of sevi'ral regiments.

Thus it appears that the term a "large business" has become
arubiguiiii'.. Not very long ago a business was almost alw.iys

fnnoentrated in one place: it might have agencies and branch
ottices elsewhere ; but they were under the control uf the centra!

bureau. \ew. however, a single ci>mp;vny freoin fitly owns
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174 TKAX.SITIOV TO I'RESEXT INDirsTRIAI, PROHLEMS

I, IX. 4. sovciiil large establishments engaged in the sfinie or allied

branches ot'a great industry: each of them being self-contaimd

as regards plant, material and executive, though all are under
the same supnMiie financial control. So far as technical efficiency

is concerned, each of these establishments is a separate business.

But the central control can bring the experience of each part t"

luar ill guiding the whole: and can (]efray the costs of large

experiments, the benefit of which will be available to the whole.

Again, each may have some advantage in being secure either of

a good market for its products, or of a good supj)ly of its own
reiiuirenieiits in half-finished prinhicts, from some of its sister

establishments acting under orders from the directors of the one

financial business that includes them all. Further the techni(iue

of each establishment may be indirectly strengthened by the

opportunity afforded to it of keeping expensive specialized

plant in nearly continuous activity on a relatively small range

of work
: while other parts of orders, coming to the central

bureau, are told off to different establishments, which also work
intensively within a narrow range. In so far as this can be done
the technical efficiency of the business as a whole appears to

oiijspond rather to its aggregate capital than to that which is

invested in any one of its establishments.

In fact, however, the question is much more complex than
this. " Xu one is so wi.se as all the world": and no sitiirlr

business IS as powerful as the whole industry to which it

belongs. A large open market effects an autom:itic distribution

of t.wks to tho.se establishments which are severally best fitted

for them. Tht' domination of a few large businesses mavimiiair
the efficiency of the (.pen market; and the aggregate technical

efficiency of the country mav be less than if each laro-e establish-

meiit had been less independent'.

4. SoDif ohscrrnfioiis on the nttt^umpfion that sorial

(Dill ir<;i>()i,iic toKhnrit's, irhich are ncncral nud xf*w
uiitinid, ore to he aeci'i>tei1 tis iiievitnbfc nml heiieheinl.

Increasingly throughout our coming studv we shall be cnn-

cenied til iii(|uire how far industiia! progre.-s is dejiendeiir or,

' Tlu" .-iiljjec-.s of tliis .Sectiou are coiisi.lere.l raor.' fully in liook U ; and
it'f,v.Ticj is lUi'.dt' to .-^1.1111' of tht-m in tlif last cluipttr of tlit; volume.

'iji



(iKXERAL TEXnEN'CIES AHE NOT AIAVAVS KEXEFICfAI-

iiidividual Mil huw tkr on collt-ctive action : how far it depends i,

on ci'aseless initiative, and how far on broad ideas and know
k-di k'hieh when once acquired pass spee(Jilv into coniinun
ciwnciship

;
and become part of the collective wealth, in the first

the countries to which the industries specially

ted belonj(, and ultimately of the whole world. We must

uistancf

ali'cc

iuii>idcr how the (.mbodiinent of a new knowledge or a new idea
ill a new or improved industrial implement or method is likely

\'> iv(|uire the control of a large capital. We must e.xamine
thr limitation which this condition imposes on the utilization

(if the world's stores of creative faculty in the development of
th.' material sources of well-being. We must imjuire how far the

U' iiii>, which accrue to a giant business as the apparent results

-it its tine initiative and its prudent courage in taking financial

n>ks. are really its own ; how far such gains are increasing the
(l.iiiiinance of large capitals: and lastly how far the tendencies
[\v\< resulting are desirable, and how far they aie inevitable.

Hven thoughtful men are still often in some measure under
the dominion of the old notions that those changes, which are
j,'eneral, are probably irresistible; and that to resist them is

t1yiii'4 111 the face of nature. But subordination to natural
tni.lencies, when pushed to its extreme logical issue, is bliii.l

fatalism. It is true that capitalistic aggregations, approxi-
mating to the mechanical routine of a socitUistic bureaucracy,
have so far been most prominent where economic progress has
been most rapid

: but so also have the pallid face, caused by :•,

.-caivity of fresh air and sunlight. Sources of individuaror
vH-iiil decay are sometimes most dangerous, when they are
as>.)ciated with great achievements, and rich benefits.

Darwin's "law of the survival of the fittest" is often
liii-nidersteMl; Nature being supposed to secure, through coi,-.-

l"
tifinn, that those shall survive who are fittest to benefit tii.^

'v-iM. But the law ivally is that those races are most likelv
:' sKivive, who are b.-st Htted to thrive in their environ^
iiHiit: that is, to turn to their own aeount those opportunities
uhKJi tlie world otters to them. A iac(^ .,f wolves that has well
"'Vaiiized plans tor hunting in packs is likelv to survive and
>!'iea<l; because those plans enable it to ea'teh its p.vv, not,
I'' lause t'ley confer a benefit ..ii the uorLi.
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I, IX, 4. The common opinion is, however, not as wholly falsi- in

substance as it is in form. For almost every increase in power.

which any nvce of men has acquired, can be traced to some social

qualities which have enabled that race to overcome he difficul-

ties that lie in the way of obtaining the necessaries and comfortn

of life ; or to overcome its human enemies, or both. Success in

war may indeed be partly due to ferocity of chamcter. l!ut,

though it could perhaps not have been predicted a pru ', the

social (jualities, habits and institutions of a conquering race

have in the past generally been of a stronger fibre than

those of the conquered. The temper which enables wolves to

maintain the discipline of the pack, has in it something that is

noble; and the world has in fact gained a good deal from timse

(jualities which have enabled the dog, a domesticated wolf, to

take a high rank among living creatures. But man is not

bound to follow the slow steps by which the race of wolves has

])assed through disciplined ferocity to higher things.

Again, by aid of " natural selection " certain insects, and

flowers from which they gather honey, nmtually modify one

another, till the in.sects ensure themselves an abundance of

lood by the untiring ethciency with which they fertilize the

fit)wers. And in like maimer, while it is true that those in-

stitutions tend to survive which have the gi'eatest faculty tor

utilizing the environment in developing their own strength;

it is also true that, in so far as they in return benefit the

environment, they strengthen the foimdations of their own

strength, and thereby increiuse their chance of surviving and

prospering. On this account then we may admit that the

mere existence of broad tendencies towards the doniinanci' iA

the joint-stock form of administration and towards combinati' ins

ol semi-monopolistic .scope, affords some reason for thinking

that these tendencies make for the public good. But it i.s

only a prima facie reason, and not a very strong one.

The earlier socialists, neglecting th*.' teachings of hist'irv,

Constructed ideal societies, which jtrobably wotdd have been un-

stable even in a world consisting solely of people, whose unseitish

luve of humanity was as eager and unalloyed as their own.

Marx and his followers resolved to be practi(!al, and argued that

historv shov.i'd a steiidily h;'.Ktenin-' crowth "i Isvr-'e husii^'.-st^j^

\M
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luid ..t' mechanical admiriiHtration by viv-st joint-stock compiinics : I, u, 4.

and they deduced the fiitidistic concluHion that this tendency is

irresistible; and must fulfil its destiny by making the whole
State into one large joint-stock company, in which everj-one

would be a shareholder; but no one would have much scope-

tor independent initiative, and a glib tongue would be likely to
give a man more prominence and intiuence than could often be
attained by originality and energy: while those, who just esaiped
discipline as sluggards, might often have an unduly eiisy exist-
ence.

I.

M. I. T.
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CHAPTER I

THE ADJUSTMENT OF PRODUCTION TO DEMANI»
IN AN OPEN MARKET

II, 1, 1. I. Some iiifroi/iu'tori/ <>hHcrv(itio)ti<.

The general relations of Books II and III to Book I liuv

iilready been indicatcMl : the growth of massive pro(hiction, ami

the ever increasing size of the representative business unit in

ahnost every branch of industry and tra(k', which have niovtd

with ever increasing sjwed during recent centuries, are now t"

be studied in their present forms, and with some regard t^

their probable future tendencies. It remains to add a tVw

wonls here as to the relations between the methods of busiiirss

in open markets, with which alone Book II is concerned; and

those in markets in some degree under monopolistic coiitnil,

which are t. e subject of Book III.

The line of division between the two classes is indeed in-

distinct : they shade into one another by imperceptible degnts.

And, further, " competition '" and " monopoly " do not cover thu

whole field of industry and trade. Some go(Ml work is (ioii'

and more might with great advantage be done by as.sociati"ii>

which aim at the joint performance of special tasks. Some u!

this "cooperative work," in the original use of the term, ha>

li^ng bt.'cn done by seveiai Institutes of Engineers and otiifi'^,



^it^s^x :f^mm^^^}m

IXTRODfCTORV OHSERVATIOXS 179

uh.is.. interests uiv partly .,f u pr. .fossional aiui partly of a II, , i.

bu>iiifss character.

In this resi)ect British business men may profit by a study
of the ccnstructive part of the wurk nf (Jerman cartels: for that
(,an b.. separated fron< their control .,f marketing, and in s„ni..
.-.ivs of production, in the pursuance of monopolistic ends.
S.i.h associated efforts need not encroach on the freedom of
.
irh business to manage its own affairs in its own >vay: they

UIV entirely in accordance with the frank and <,'enerous cliaract.T
of th.. British race; and they have been developcl nipidly in
NViral directions, with the i>atriotic purpose of facilitating'tho
l-rovision of munitions and other requirements of the countrv
(luring the World- war.

Xo.loubt such cooporation is not in harmonv with that of
aggressive competition, which was frecjuently to be obscrxed
uiiinng the crude, thr.ugh energetic men, who nuistered Englisi,
ni'luMry ,n the first half of last century. Thev were, no doubt
"tu-n mclmed t- regard busine.ss as a species of warfare, in
which every mans hand must be against his neighbour: and
they som.'times found more pleasure in the empty defeat of
coi.qx'titors than in an uicrease of solid i.rosperity. which was
^haiv,| by all. And some prominent writei-s have disparaged the
>Fit of economic freedom by the assumption that it involves
that old bitter contentiousness. But in faet there is no nece.-
>..ry connection between the two. The representative British
in.snu.ss man of the present centurv has a broader mind and a
H'.re generous character than such an argumc.nt assumes: his
!'>-'%Tess m mind and character towards higher things durino
"cnt generations is one of the most notable changes on ivcor.F

It is however true that the complacency, which was generated
'-) t.,„ easy success in the third ,,uart..r of last century, has not
,ut wholly <hsappeare.l from ail branches of British industrv'

''".v oi.portunities an.l occasions for cooperative effort, espe^i-
''IHm relation to the scientific problems of industry, have been
"',^l.<^te,l: and the WorM-war found so much t,. be desired in
^ "- 'aspect, that the active interventi..., of Government became
""•• urgent than might ..therwise have been the case Hut
- hearty has been the response in ne:,,.!y ,,ve!y industry i„ the

' tJet I, V, 1, -2.
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180 SUPIT.Y AND DEMAND I>f OPEN MARKET

II, I, 1. stiggcHtions of tho Coiiiniittt-f of tht! Privy Council on Scifntitic

and Industrial Rtsiarch; so numerous and i-nergi>tic hiivf hctn

the lta<lcr8 in scionci" and industry who have freely given th.ir

aid in the work; that cooperative Research Associations arc

springing into activity in nearly every considerable industry,

which oti'ers an op«'ning for such study. It is howiver true

that there are a few subjects, such as that of Fuel Research.

which are of direct value to so many industries, that thf

simplest form of cooperation for their study is that ot th<'

nation as a whole: and public opinion has concurred in nationul

expenditure on tht-ir account.

In Books II and III, open and controlled markets are studiid

from the economic and not the ethical point of view. Human

nature is assumed to be much the same in both: and an at-

tempt is made to discover how far each method of organizatinn

tends to promote general well-being on that assumption. Ob-

viously there are several industries in which monopoly must

predominate: it is indeed the only practicable methtxl in such

a case as the supply of water to a town from a distant source.

On the other hand the most malignant features of unscrupulous

competition, which recent research has brought to light, liave

been seen in the pursuit and nuiintenance of monopolistic eun-

trol in industries which might retain an open market. The

luain cause of this is not to be found in any exceptional ferocity

of those who are striving to obtain or maintain a monopoly;

for such men's minds are generally of too large a mould tu be

inclined to do evil without adequate motive. The main cause

is that they stand to gain largi' profits from the destruction "fa

competitor; together with high prestige for business ability.

which they may perhaps value even more: while in a really

open market no one has very much to gain by destroying any

one of his rivals.

The present chapter is a compre's.sed account of the relation.-;

among production, consumption, and value-; or—to use an alter-

native phrase—among supjtly, demand, and price. It contains

nothing of importance that is not well understood by 'X-

porienced men of aftairs; while its form is on lines familiar to

e'conomic students. But it is of course arranged with a view
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to the piirpwi'.s iiiuni'diatoly at hand; and a few conaiiU-rations ll. i, i.

iiR' thtrL'foro cxtoiidcil rather far. Sonic rfadt-rs will probably

(>|'Pt lo omit it: and partly, in order to aid decision on thin

point, a few of the chief niattoi-H disciiswed in it are indicated

by the following stiitonents:

—

iVoduction and niarketinjif are ])arts of the sinyie piocess

ot adjustment of snpi)ly to demand. The divi.siun between
thiMi is on lines which are selihMn sh/irply defined : the lines

vary from one class of business to another, and each is lial)le

to modification by any large change in the resotirces of prmliic-

tioti, tiaiispoit, or the communication of int^'lligence.

The term "cost of production," as used in business and in

w oniic literature, generally includes tacitly some portion of

thf costs of marketing, the extent of which is to be inferred

from the context. It can seldom be definitely interpreted with-
out reference (1) to the market for which the production is

uiiilrrtaken; and (2) to a "representative" producing business.

The responsiveness of demand to changes in price (whicii

is Sometimes called its "elasticity") is a gradual process: and,
partly for this reason, the diminution in the costs of manu-
facture, which corresponds to an enlarged scale of operations, is

a (,Tadual, and sometimes an uncertain process.

The cost of producing a single thing can seldom be isolated :

tor its production is nearly always part of a process, which is

concerned with many other things of the same class.

The cost of production of almost every class as a whole is

associated with (though it is not strictly speaking a "joint"
cost with) that of pro(lucing other classes. Tiie "prime," or

iiiuiudiate, costs of producing a thing can often be isolated.

But its proper share of the "general " expenses of the busin.'ss

by which it is made, cannot be determined according to .iv.v

tixfij rules.

Thus the tendency of market prices towards cost of pro-

duction (including normal profits) by a representative firm is

much obscured, though not armuUed, by the almost ceaseless

operation of various tlisturbing cau.ses.
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11,1,2. -• Aiiihiiiiiitiin iif th' finiiM Market, and ('nnt of piu

Th<- t • Ttll //(('/ h'f IS iiwd Ml maiiv (liniritit conncrticn

aiul in scarci'lv any t\Vf> has it cxactlv thr Manic siuniticai

This ilitticiilfv has if>. thelis (iitTiciiity has ifH orii^in in the "idinan- (lis<Miurs(' of lit< :

whi'H' tlif ccintt'xt, (ir a special explanation, indinitis ih.

{larticiilar use of the term intended : and eeotioniists are cuiii-

pellf'd to cont'orin, in this as in many similar eases, to ;;eiieial

usage. But a short account of the chief groups of these vaiim;-

uses will be proper to our present jiurpose'.

In all its various signitieations, a "market" refers t.i i

giiiiip or groups of people, .some of whom desire to obtain ci |.

tain things, ;iiid some of whom are in a jxisitioii to snpjilv what

he others want. A niaiket may consist of all the inhabitants

of a town, or of the whole country: or it may consist in eff.ct

only of those of them who have a special interest in somethiii;'

as for instance zinc or leather. In .some cases, dealincs ii\rr

the whole Western Woi'ld may be worked out in such consi.uit

unison as to justify \hv jihrase " world-market." Eveiyon.

buys, and iiearlj' every pro(lucer sells, to some extent in ii

'r/eiienil" market, in which ne is on .ibout the .sann' foiitini;

with others arouml him. But nearly everyone has also sorn'

" piirticiildf" markets; that is, some people or groups of peopl,

with whom he is in somewhat close touch: mutual knowiedi'r

and trust lead him to approach them, and them to approach

h m, in |)ri'ference to strangers. A producer, a wholesale dealer,

or a shopkeeper, who has built up a strong connection aiiioiii;

purch.asei's of his goods, has a valuable property. He doe.^ ii..t

generally expect to get better ])rices from his clients than tii.:;:

others. Hut he expects to sell easily to them because thev kuuw

and trust fiim ; and he does not sell at low prices in order tn

I'.sll attention to his business, as he often does in a market whriv

he is little known.

'Che demand and the supply of a modern market aic ii.>:

di-rinite stocks on haiiij at any time, but streams Howiii,' ;i;

..irious rati'S during a yisir <ir some otluT appi'o[)riate peii"il.

'Ihere are a few exceptions. For instance, in ;i market im-

w n

See the concludiuK remarks' of AjiiHriciix A.
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USE OK THK TEKMS MAItKKT, rosT OK PRODffTKiX 1h:}

Hwh on .1 hilt (liiy, with im iuc»'s« to conl storap', thf siijKily is ll, 1,2.

merely the ntuck in hiuitl ; and the <ii'inan<l i>* a Mhort .sharp

iiiiivement (, . the part of 11 corniMict K'""!' "' |><'<>l'le. But as a

rule .supply is a jjnuhial process, liable to he iriHuenod at every

sta>;e by varying; Caeiiiti.s fur pr.Mluction, ntiil varying' ex|Kcta-

tiens of the terms on which the product can he nuirketecl.

The term co.st 0/ pnidiirtioii is commonly used in two vc 1 \

ilitl'.rent senses. Where the aHUii-s of a particular business are

under discussion, it always means mone;/ >n,st; that is, the

a^j^regate of the outlays in luoney, that are incurred dir.'(!tly or

iiidinetly in the production of a certain thin^'. Amonjr these

are romnioidy included a reasonable rate of |)roHt, to^r,.ther

with iuMMiince against risks: romunenitioii of the work of the
MWii.r of the business does not .ippear as a separate item in

the accounts; but goes with interest ou capital under the head
"f profits.

I'.ut in the discussion of siK-ial jiroblcus, it is often neces-

siry to inipiire whether certain biisines.ses, which may or may
not he ,ide(juately remunerative to tlie persons coticerne(l, are

unrtli what they cost to the couiiti\ or the world: and in

this connection the term cost of production refers to real cost.

The inil Chit 11/ production of a thing is the .iggregate of .-tforts

Hid >acrifices which are incurri'd in its jdoduction. Thus the

\\"\k of Very young children in factories, even though paid tor

111 money at the fidl market rate, is .seldom worth its real cost :

the satisfaction.s, which are derived from its contributions to

|)i(MlMction, are not worth the social cost of child life sjxiit iti

,'iievous and depressing toil, and without an ade(piate education
:>' pivpaie for the duties of after lite'.

A little cire in wording will avoid all confusion between real

anil money costs of production. But there is another difHcidty
•ihoiit the term "co-it of pnnliLdwH for a market" which is apt
'" ' veiiooked. and calls for carefid attention. Thf manu-
tarturer. or other jiroducer, adjusts his production to his market
s" as to oht.iin for himself the greatest net excess of receipts over

f
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till- dtfiree of corresijonilcncp betwi-on thu iirice paid for hiiv particular
aiilustiiiil woik and its rt.u coat, iUoukIi a luatti-i- of vital iiupoUance liom the
.Vi„; j,L.,]R „f \i,.w, i, nnt viry c{Q^^t\y coniipcttd with tlir siibji'ct of this IJnok.

lilt- rtluliouB of risk.s to costs are considered in II, vi.

: if : S
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II. 1.3.

.sriM'I.Y AND l)E.MAM) IS OI'EN MAKKET

hi» " t'XiM'nscs " or " tiioin'\ cost" of prtxluctioii ; with ilm- allow-

iiiici' for his own trouble iind ri.«(k, mid for tho iimj- of his cajiitHl.

I'ntil goiMJH tin* iMiirkctod thrir |ir>Mhictioii in Hcliiom i>|

iiiiich iivail in thf iiKxlcrn world: and thert- is no iiniforinitv "f

|(nictice on the jiart of niiinuliicliirfrN and other pnMlucers ai Vi

the extent to which they theni.selve.s inciir lal)our and expehnc

on behalf of the niarketinjj of their ^'oihIm. A nintnifactiiri r

may sell to whole.sjile dealers who, after inspecting his >{oods nn

hi.s premises, take their own inea.sures fur brin^in^ them, t"-

j^ether with other jjocmIs, to the notice of retailers : but even ii-

must incur trouble and ex|K'n8e in attracting the attention ni

the merchants : :vnd remuneration for this has to be included in

the pri<'e receiv»'<l by him: for otherwise he would not earn

proKts adeijuate to his outlay. Heavier cost.s for marketing' mv
incurred by a manufacturer, if he .sends round it e.s.santstre.uMs

of expi'usively equipped travellers to dealei-s of various .sort>:

and much heavier .still, if he also adverti.ses largely in order

that the general public may demand gocnls bearing his nam •

or trade-mark from the dealers.

Oonsidi'ratioiis of this kind will be foumi to underlie tln'

general reasonings of ecoIlomist.^ as to the relations betwei n

deiu.-uid, supply, and value; but perhaps they have not been

made sufficiently prominent. The ride is simple. Winn
coiisidering the operations of demand and supply in goveniin;'

price in any general market, we must aggregate tiu- e.xpensrs

II]) to one ;in<l the sauie j)oint in regard to ever\' transact ii iri

;

,111'
i
lake the demand price at that point. The customs of ,ach

particiii.ii- branch of industry and trade indicate the inn>t

eoii\eiiient |)i.int for this jnirpose : it is generally the ix)iiil nt

(lelixery to a wholes.ile dealer, and less freijueiitlv to tin

retailer. In a few cases, such as that of bread, it is conuii..n',\

the point of delivery to the ultimate consumer, either at lii-

own house or when fetched by him—a ditierence in det.ul !

some practical import.incii'.

' A luanufiictiiri-r sosmtimcs h,]U in liis ow .shop:* to tlie ultiuiatf i' i;

sunuT KO. iIn such as art' j.'ciieraily s.ild to a mida 'luiin ; and then hi.-) point nf

I'clivery nm.v be rfJuced bacli close to the custdinHiy (nianufaeturfi'<) point by

deduetinK' the expenses, direct uiid indirect, of hiH shops to^-cther witli allow-

Hfi'^e for his own troublf^ iiiid risk i-., r:- ':ir.'t fo *l'.."*"i 'ro?:: *hi^ t.-ta^ ^'-t^';-, ; .-.f

his busine-i ; ;ind at the same time deducting the iirosn profits of the miJ.il-
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THE EKEMEXT OP TIME IMtMINATEM PKOHr.EMS OK ' AM'K IM.-)

:i. Increiiml mipphf, «h)nnw/ bfiiiff tumntat t, lonrt» II, i, :).

jtrir, hnfh immidintih/ ntitt ii/fiiiidtr/if , thoiiffh in ,arioii«

ihijiiiit/or il(fi'nnt thinf/H. lunm^'il «/rmnndjhr a uuinii-

fiu-tiirnl fiiiiihu-t i/iiiirii//i/ hHh ii/, /„riUM ti,ulinf/ to lonrr
m»t. mill thtirfhti jtnW, ,.irij»f ii/hh iiirniira/ Mn/>f>fit>4 of
run- niiifrriii/ riiii if nhtnitud niilff at jftrtiftr niMf hiif itn

iiiiiiixiiiift tjf'crf i'm ttltraifH tit rnixv jtrirr.

Sm till- little iiccolltlt Ims Iwon t;ik.|| nt'tlic tiliH' IV(|i|j|V(| till

thf ilivrlnpiiicnt i.f the t'nil r.'siilth of flmn^'cd cumlitiuns,

wliith. T oil the sidr uf ijciiiaiul .>! Hiipply. Kc.iiKiiiiic (luctriiiiH.

nh. II ,x|)ns><.'«l ill .short and huii<ly form, ^'.'H.. rally iirj/|,.ct this
. '1.111. lit of tiim-: th.'y imply that ciTtaiii ivsiilts will (i.How

nil ..rtaiii causes, le.ivin^' the ('oiiinioii sense of the reaijcr to

sii|>ip|y the <pialificati..n- "pro\i(le<| no ^rreat chanj,'.', working;
ill a ilirt'erellt (lir.clioll, set in hefoiv the eflecis of these causes
have time for full development." This .pialificat ion hein^M^'imred,
th-' i|..ctrines are t.iken to !). unconditional; and thus tnmhie
urises: fur, thmi^di theraiiseH |)erii.., oi'^'in to produce the cH'ects

as.-,it;ned to th.'in, they h. ,e not
jf ..e far lietoiv their inHiience

IS lu.idiHed or even overhoMw \,y oth.r caiis.'.s with dirt'ereiit

t.ii.J.iK'ies. This sh.iws th.it econuniic doctrines cannot l)e .stated

ciiir. I'tly in a few w.irds.

Til.' gn)wth of demand is in fact ^Madiial. People take som.'
tiiiH' !.. learn th.' uses of a thiiii; which th.'y had r.'^Mid.'d

a- U yotid fh.'ir means. When the price comes within their
ivii.li, th.' m.iic alert may \»i^'\u to us.- it, and others in th.'ir

.AMI .'la-^s may ,i,'radiially follow. But there may he hindrances
HI ill.' way; th,. ihiiii,' it.self may Ix' of littl.' .service without
'<!|i'M.|iai'y .'ippliances that ar.' n.it y.'t pr..vid.'d f..r X'li.'ial iis,'.

Tims a fall in th.' pric ..f ^ns cannot pr..diice its full etfects ..ii

t'..iiMiini>tion till people have had time t.. e.xjK'rimeiit with

mm. tlirougli wliose liaiuls similar i^-do is ^renenilly puss, from tlic pric wliicli
Ik' I, ,;. ivcs. The rpsiilts tlms r..iicli.'d will uorrespoiui t.i tliof siivKfstc.l hy an
i'lj«.iv;iti,„i of thu ri'htions hft«.....n wholpsak. demand, .siijiply, and price.
Tliiv |.,ay be f,i ilty in particular in.stances : but if the prolit- of mariiifacturers
wli'. II -ad their own >;ooiis were habitually iinich greater than is indicated on
till- |!an, the practice ..f the market would chan-e : mi.idUni-n would be
e.iimnate.i

;
and the point of .lelivery at wliich expenses ard price svouUl alike

be reckoned, ^-.vould bo tlie ultimate consumer. All this, how.Aer, must be tak. n
"'-" ^•'" '^-'JfCi ir. tiic reiicOiiuu ttiiicii will shorti- b..' dev.ioped mat tin;

piuduction of goods and the markctin,,' of b'.'ods are no.'ac:- but process- s.
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S(?PPLY AND DEMAND IN OPEN MARKET

11, I, 3. j,'as-engines and g:us-cooking stoves for unaccustomed uses : and

{lerhaps not even till a gradually increasing demand has iin-

pnived and standardized, and thus eheajjened the gas-engims

and stovt's : and this growing familiarity may of course be

checked by a further develo])ment of, say, electrical appliaiicis.

Again, a fall in the fares charged on a tram line or suburbai)

railway will not have exhausted its t-tfect on increasing ^he

traffic, till new houses have been built near one end to ae-

eomniodate peojilo whose woik lies near the other end.

In this coimection it will be well to introduce an academic

term, that will be nnich needed later on. If a given fiill in the

price at which a thing is offered causes a great increa.se in the

amount demanded, the elasticitji or n'.'ipuns'ireiiess of demand is

said to be great; and, if it causes only a small increa.s<\ tiie

elasticity is .said to be small'.

It is a general rule that a lowering of the price, at whieh a

t liing is offered, increases demand The increase will be gre.it

or small according as tht' demand is elastic or inelastic : ami

either a long or short time may be re(|uii'e<l for devi'lopint,' the

extemled )ises of the commodity, which are I'eiiden^d possible hv

the fall in price. But (at all evi^nts if exceptional cises, in which :i

thing is driven out of fashion by a fill in its price, be neglecteij)

the influence (jf price on dtiiiand i:' similar in character for ail

eonmiodities. And, further, those deiiiauds which show hli^h

el.wticity in the long run, generally show a high elasticity aliiie>t

at once: so that it is reasonable to speak of the deiuand fer a

eiiinmodity as being of higli oi- low elasticity without specifviii'4

how fir we are looking ahead.

IJut while tJK' fesjxiiise of deuiaiid to increased suppiv act>

I'll price always in one direction, though with \ai-ving degrees nf

intensity: the i-es|toiise of supply to increased demand acts tai

eiists, anil thei'efore on jirice, in differen: directions ;icc rtliiii;

tip circumstances. Its innnei.iate tendency is to raise ]»rit<' : its

later ett'ect, in the e.ise of manufactured and some other geeds,

is gradually to lower costs :ind therefore price.

It is, of Course, true that an incrcjise in the' scale of produc-

' If the increase in aiuount for cacii small full of prici' i.s prnportioniitdy

r<ni!il to the fall, the elastieity is said to be one ; if twice bh great, it is saiii to ht

V-::: -f .-.n'-y tlirf^r-qnarter- a- ^reat, it if ?aid to be ihrtre-quarteri , :iiiu e^- '-n.

^»iU
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ti(in i)f fiich manuiiicturing (or other "Increasing Rftiirn") 11,1,3.

imiustry opens out to it almost invariably opportunities for a

grailual increase of the internal economies to be derived from

lit coordination of more extensive varieties of specialized ability,

skill and plant; as well as for the standardization of products,

and for dealing in the most favourable markets. Again an in-

crease in the scale of prwluction of the industry as a whole, oi-

iven in that of the industries which supply its needs, tends to

open to each business in the industry, whether large or small,

Mccess to improved plant, improved methods, and a variety of
(ither "external" economies. But all these tendencies are
;)r<i(lnid : some move fast ; others re(piire several years, and
ethers again several decades for their full developm.'nt.

Even stronger cases can b«' found of the importance of the
element of time in regard to the economies of manufacture on a

large scale. A large, standing, order for riHes or cartridges of

a paiticular p.ittern can be tilled more cheaply th;'n a small
eiie; because the large order will enable the cost of adapting
plant specially to that j)attern to be spread very thin over a
large surface. In tiict, this position is somewhat similar to that
of the printing trade, which will take an order for fifty thou.sand
(-opies of a book at a much lower rate than for live thousand, and
at a very much lower rate than for five hundrerl

; because the
same expense of s<>tting up type has to be incurred in all three
lases. And yet a sudden and une.xpected onler for a million
ntl.s. tu be delivered protnptli/, could not be fille<l at as low a rate
as ciue for a hundr.'d thousand. Fur the larger order would
'•'inin- more jiLmt

: and much labour skilled an.l unskilled,
nnt sprcially .Hlapte<l to the work, might need to be fore.d
into u. Thus, the t.-ndency to a rise of the price at which iu-

eieasedciiiaiitities of anything can be obtain.^d (or their "supply-
pric.'") domiujites as a rule all industries in regard t,. shoVr
IHTiniis. It is rherelore even more necessary to make expjici!
1' tinner to the jjeriod of time which is allowed for the adjnsi-
""•'it of supply-priee to ehangefl eoiiditi.^iis of d.-mand. than it

IS • make reference to th.- pvv'un] reijiiired lor the adjustmeijt
ot' <;rmand-price (that is the price at which any given amount
"ill Hnd purchasers) to cha.nged conditions of supfily'.

.-,,xnt ij -.1;;.. jjLrijUo, ,ina t.'ptcmaj to oic llHli^-.uUun8 01 a
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188 srPPLY AND DEMAND IN OPEN MARKET

II, I, 3. It is to be t'urthiT observed that the effects of .a steady in-

crease in demand for a commodity on the economies at the

command of the industry, which makes it, cahuot be properly

studied without some reference to the conditions of industries,

which sui)ply it with plant ami other things. If its increased

demand tor their jmxlucts enables it to fill its requirements

at lower costs than before, then an increase in the demand

for its products will enable it to lower their price more than

woulil have be<'n possible otherwise: and therefore yet furthn-

to increase its sales, and therefore to obtain yet further economies

of production on a large scale and so on. That is to say, the

economies of puxiuction on a large scale can seldom be allocatcl

exactly to any one industry: they are in great measure at-

trti'hed to groups, often hii'ge groujis, of correlated ind\i8tries.

It is not necessary pursue this matter further here,

because so long as competition works freely throughout the

industries concerned, the share which each industry in such ;i

group obtains of the aggregate economies and gains resulting

from the increased demand, is governed by broad causes; a

com])aratively small place being left for commercial strategy.

But if any of the industries in the group are under some degrer

of monopolistic control, the matter becomes important, as will

be seen in Bt)ok III.

Ui

8o far no account has been taken of the dependence (jf

manufacture on supplies of raw material coming from the two

"extractive" industries arrriculture and mining. They an-

commonly classed as " l)imiiiishing Return industries," becausr

in them Xature's resistance to a greatly increased deinamt

generally overbears in the long run the force derived tioni

tho.se resouicfs which man provides: but in fict the constraints

which she ixerts in the two cases ditfer fundamentally.

de,iiri-',H nmrkct theiv is ;in " fhistieity of supply" which corresponds closi-Iv to

fliistieity of demand : that is, a given rise in price will cause a great or a small

incrf-ri.se in the offeis which sellers accej)!, according as they have large or -mall

reserves in the hackgronnd, and a.s they have I'ornie'i low or high estimat > of

the level of prices at the ne.\t market. But in the more fundamental prolilenis

of supl'i.v our primary concern is wilii ili. co^ts at which a given amount cf the

commodity can be produced on ^.ood notice ; niid therefore amount cannot ueri

convini. nlly lie regaided as a functii'U of price.

I
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(lood cultivation will enable a field to yield the same II, i, 8.

amount of produce decade after dec:xde in return for the same

.uiiiiunt of labour as before: but, no improvement in the arts

iif cultivation being assumed, it will not, as a rule, enable an

increased produce to be raised without the application of laboiw

and capital increased more than in proportion. In other words,

what is called " Diminishim; Return " in regard to agriculture

relates to the ditficulty <)f increasing the annual How of produce,

not of maintaining that How. But what is often called bv the

same name in regard to mining relates to the difficulty of

getting more produce out of a mine, when its accessible and
rich supplies of ore have been le.ss' nod by a given arfrjrerfate

amount, with but little reference to the period of ti.ne over

which the operitions have extendeil.

In agrici: .ire improver! knowledge and methods are always

(•(piitending against Nature's resistance to the demands made on

her by an increasing population. And no guess am be made
as to whether the ratit), which the agriculturist's produce bears

ro his efforts, direct or indirect, will increase or diminish ; until

it is known whi'ther the rate of improvement ()f his methods
and appliances is greater or less than the rate of increase of the

ilemands which he makes on his land'.

Of course this tendency to Diminishing Return in agii-

cuitnre is of little practical importance in a sparselv peopled

ciamtry; but it may press heavily <.m a country, which has a

dense and rapidlj- growing po{)ulation, unless large supplies of

agricultural priwluce can be obtained on favourable terms from

abroad. The pressure may be relieved a littli', but only a

little, by better adjustments, as for instance better forms of

laud tenure, or better education of the fanner-.

' In regard to the action of an ludividual farmer, this tendency maj- be
(xpre=ped in terms of mouey: but in regard to broad problem'* it must be
(•\|.n!>sta in term.s of amounts of appliances and of products, in .sjiite of the
ineonveuienee caused by vurieties of labc ,r, of farniinn plant, and of crops. For
tie (irice of staple foods tends to rise more than in proportion to any increase
<'f litmand relatively to supply: so tluit the ne^jessity for a (:;reatly increased
lirndnction from the lai^d is likely to increase tht.' agpegate mont-y reci-ipts of
(.ultiviitors more than their aggregate outlays. This dilllculty is often overlooked.

- It is therefore on a wholly ditferent footin;.; from those tendencies to
'liiniuishing return which arise when any producer distributes his resources
ii.^,!,nrnnriately

: :is when a farTiirr t«kr= ^ithor n'-r" Ign-l ^r V-^- Iftn-l than \n

iipir.prmte to his capital: or when the number of planing machines in a
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II, I, 4.

Sri'PI.V AM) DEMAXT) IX OPEN MARKET

4. The cost of pt'odnetion n-liich contrnln mliw relates to

irhok' proeexnefi of /trodiirfioii rathef than to any particular
parcel ofproiinctx.

Thi'Ctistot'atiy niic tliiiiir— ;i hulc of cluth, ;i hiwii-muwrr, oy

ail riici;iiiving—L-iiiuiot Ix- (IcHiiitcly isnlati'd from that of similar

thini,'s iiiadr ill tlifsanu- profess with it; that is, of thiiij,'s mail.-

by the aid, in whoif or part, i>f xhv same business ability and
organization, the sanio labour, and the samo niachinory and
other jiiant. In other words, the cost of proihiction, which
exercises u dominant inHnence on value, is th(> cost of a whole
pidcess. This elementary but important principle (or chief

head) of the doctrine of value has already been to soino extent

implie(| in the statement that the immediate influence exertei!

on cost, and thi'refore on price, by a great increase in the demand
for a manufactured product is generally in the opposite direction

to its ultimate effect.

We must go far from Xhv fr.cts of life to get a case, in which
the cost of pmduction of a single thing can be exactlv deduced
fnim the total cost of the business in which it is made: we
must imagine a steady demand without fluctuations fer the

products of a business, all of which are of the same kind and
made under the satne conditions. If a hundred things are made

locoii.citive I'iictory is i iLliei- so laii;e that soveriU <if them are habitually idle, nr

so Biuall that work is frniiieiitly helil up to wait for the jilaniiiK machine. Such
trouhlcs are not very freiiuent: they are transitional: they do not enter iis a
priiimry factor into the conditions of human progress : and some little confusiuii
seems to have been caused by speaking of the permanent tendency to Diminishing
Return as though it were merely a particular instance of numerous iiassiii|/

incidents. For tliey do not, as it does, materially affect the rise and decline of

nations, or threaten to uppo.se, ere many centuries have passed, a stern oppo-
sition to a fnrtliiT consiilerable increase of the population of the world.

This is not of pri-at importance in relntiou to the structure of business:

wliich is the chief matt('r now in hand. For indeed the reasonings, by which
a farmer di^cides whether his capital will reach out to the proUtable cultivati.,ii

of an additional i)iect! of land that luippi^ns to be available for hire, are of the

.same chaiaeter as tho.-e by whieh he d.-eides whether it will be better to buy his

own steam cultivator, or to hire one on occasion. ."Vnd .again the reasous hv

which a nianufactr.rer decides whether to put an a.'.ditional Moor on one of his

huiliiin;;s or to take -i new piec of hind and put a low building on it are simhur
to those by wliifih he •' -idrs whether to instal an electric supply of his own .

,

not. But. from the .social point of view, land in an old country is in a cl.-i-s bv

itself: for however it changes hanils from one owner to another, the country's
stock of it is fixed; and this is a matter of the first imnortan:*.'; in M'^'jird t-

the incidence of taxation and other large issues.
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by it annually, th.-n the cost of each is a hundivdth part of th.

total annual cost of the busincHs: or, in other w,,r(l.s, it i>

special cost of that thing together with a hundredth n.irt of
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rlleral costs of the l)usi ness for a year. This i

th,

thi

niagmary c;use is

cnriinionly taken as the starting-point in <liscussions of vai

But it not repr 'sentative ; and its suin>-,>st ions are niisleadinc.

le(|uently
It IS true that the lirimc cost of a particular thing can f

he is,j|ated: hut its full cost cainiot. Wi. must h
into (|.;tail as to this familiar distim

the narrow use of the term th

I' must here go a littli

It. prime cost, in

misists of those direct

It is common in many industri<

;lll( 1 tear of plant, etc., which

expenses for wages, coal, material. wear

vhicli 'uld havi- been avoided if th

ire incurred by making

sto

e process of production h;

>\)\m\ short of making it. But its full cost iiiclud

[iriate sh.ire of the r/eiieral cliinr/es of the b

es an appn

llsine.s.s.

Thus the taking ofig of an additional ordcr is likelv to involve
.in ii,crea.se of the wages bill to nearly the full amount of the
w;ig,s paid t(, the artisans and lalwurers wlto work on it: but
toivuien and other trusted arti.sans are seldom dismissed even
111 slack times; and therefore parts at least of their wages are
iiMt prime costs in the strictest use of the term. Agai^i, it is

Mistomary not to include any i)art of the ..ffice charges in prime
tnsts; because the salaries pai.l at any time are but little
aflecte<i by the amount of work that happens to be in hand at
the time. But there are exceptions to this general nde also:
tor, when work is slack a vacancy in the office may be left

unHlled for the time: or occasion may be taken to dismiss
>"iiieone whose services are no longer desired.

The geni'ral charges include interest on capital employed :

'Lprecation of buildings, machinery, etc., otherwise, than by
Hctual wear and tear; .salaries of officials and others who caimo"t
f-nvemently be discharged .at short notice; and the whole est
"t bnildmg up the organixation .,f the business both int,.rnallv
'".1 in r lation to its custo„,er,s. And, over all, allowance must
'" made for the earnings (i.e. exc<.ss of profits over int-rest on
c.iVital, and insurance) of the heads of the business.

The distinction between special (,.r prince) .and general costs
Iws always the .same character: but it diti'ers in det;nl .vcenrdir-'
I" <Tcumstances. I„ particular a great part of those costs
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SUPPLV AN'D DEMAND IN (1HEN MARKET

which are properly regarded as " genend " when u passing

transaction is in view, must be reganled iis "special" when

reference is made to one which extends over a long period. This

consideration is very important in connection with the division

of costs between two classes of things, in the production or

marketing of which some use is made of the same plant, or the

same business organization. If the perio<l in view is short, it

will often be impossible to assign aj)proximately to each its

proper share of ^he costs which are conimon to both; thnugh

su' li an iissignment can be made fairly wi'll with re.erenci' to

a long period of time. Thi' full significance of this contnist

between short and long perit)d results is apt to be overlonkcd:

and it will appear to hold the key to many difficulties which

we shall encounter later on; especially in connection with

problems of marketing in the present Book, and the next. See

also Appendix J.

;j. The diatrihntion of the (jeneral costs of a busiinsn

brtnreu the various products, to which its resources nn
devoted: vhether thei/ are "Joint" in tfie sense of hein;/

prdctieally ittxeparable, or are produced " iti common " for

an;/ other reason.

This class of consideration is reinforced if we look at caw.s

of a group of "joint products " in that nam)w sense of th^

term in which it is not practicable, or at all events not con-

venient, to produce any one member of the group without at

the same time producing the others. Instances of such gmups

are the meat, skin, and wool of a sheep ; or again wheat and it.s

straw. If the relative proportions of each of these were fixed ab-

sdlutelyb)' Nature, the cost of each group would need to be set

as a single thing against the aggregate of the prices which cnuld

be got in the market for the several members of the groups.

0>st of production would have no part in determining their

relative prices: that would lie wholly in the hands of deiuaiHl,

In pnictice, however, there are few, if any, ca.ses of jouit

products the cost of jmiduction of both ot which togetlivr is

exactly the same as that ot them alor.e. So long as any product

of a business has a market value, it
'« almost sure to havi

devoted to it some special care and expense. If straw wi lu
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valu..l...s.s, fimm-,^ w..ul,l .xm th..,usolve. more tha„ they do t.. 11. ,. 5.
make the ear bear as large a prnpurti..,, as pussible to the stalk
Agam,the ....portatioMof furei^M. wool has cause,! English sheep
t.. be a.lapte.l by judicious crossing an.l selection so as to
.
ev, iop heavy weights of g„o,| m.-at at an early age even at

the expense of s,„„e deterioration of their wool. It is only
when one of two things produced by the san.e process is valu. -

less, uasHleable, and yet ,loes not involve any exfx.nse for its
removal, that there is no induc.nent to att.'n.pt t.. alter its
HMMmnt. And It is only i„ these exceptional cases that we
have no n.eans of assig,>i„g the separate supply price of each
nt the joHit products. When it ,s possible to mo,lify th.. pn.-
l«rt.ons of these pro<lucts, w,. can ascertain what part of the
whole expense of the process of production woul.l be .s^tved by so
.Mo,l,fyn,g these proportions as slightly to diminish the amount

.J

one ot them, without affecting the amounts of the others • and
the expense of ,>roduction of that part of this particular product
wh.ch would not have been produced, if there had been !i lower
expectation of demand for it. may in some sense- be t^iken ,us
"Hlicatrng Its cost of production. At all events, ,t may be said
^I'ai there ,s some tendency so to a.ljust the proportions of the
Mveral membei., of a group even of "joint products" in the
narrow use ot -he term that the excess of receipts over outlay
•.. he who e group shall be givater than it would have been ifNa tue had been left to adjust those proportions in her own
".

.

lo that limited extent there is some correlation between
^"^t and value even m regard to such products.

When two things, say locomotives and stationary engines- "'ade lu the same works, and in a great measul by th^same h.bour and p^

nt
.

but. th-,s term has a special historical association
'th groups of things, such as wheat and straw, which 2"

';
pnKluccMi separately

; and it seems better to spea "^"h^"'.ups as having " common " or •'
allied "

costs

ehat^wiu/' ";:''' "'TT '" '"'^'^ P'--J"^tion, each thing is

act'' ", '""r
--^P--- -hieh are incurred ,n

w,:r:: iIhXi :' '''
'r""'-' '

'^ "'-^ ^'--^^^
pciises tor plant, for

those ex
-'P.runendence, for advertising, etc., which

» I. T.

more specially

i
»
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sri'l'I.Y AM) DEMAND IN OPKX MARKET

bclongod to tho pjirticubir <lti»iirtnit'rit by which it is iiiiulf, in

iidditioii to tho jiiiinr I'osts iniMirnd directly and spocirdly tor

it. Siinplf arithiiictic in this case iicftls tu b<' supiilfincntod hy

CMirt'ul analysis and tlion^httul study of each prnbicni as ;i

wholi' : and, as wi- sliall see later on, much systfuiatic mid

oi'^'anizfd effort h.is l)een j;iven by acconntants and others tu

tlie task.

Let us push tliis a little further. Suppose a niaiiutiiel uivr

to he doubting whether to set u\t some expensive plant, or si.hk

addition to the otHee stafl", or some new selling agency, which

could not pay i"s way by the work it diil for any one cla.ss ut

his proibicts, but would save a little on each of three cla.sst'-*.

If he decided that the aggregate of these savings would niak.

the propose(| uiitlay remunerative, he woidd adopt it, and reganl

its cost as part of the costs of those three classes. There would

be no direct means of dividing out the cost among them : hut

he might divide it out roughly in proportion to the .savings hi

made on them. This distribution woidd have no strict logical

basis. But it woidd be nearly that which ci>mpetition wotiM

have compelled ; if each of the three classes had had to nice!

similar products inade by manufacturt-rs, who specialized uii

them, and foun<l full employment for a machine, or other ap-

pliance sinular to that which he was contemplating.

G. (leueral ronrliinious an to limifafUms of the tendrwy

towarih mrh nn ndjmtmeut of stipply to demand, ax ironlil

cmm' mnrk't price to cover erpcmen of production n'itli

normal proftn.

This account of the adjustment of supply to demand hib

aimed only at indicating broad tendencies, which conduc

towards tlie attainment of an e(piilibrium po.sition ;
though

incessant changes in the conditions, which must be satisfied

bv a position of eipiilibrium, prevent them from reaching it.

To revert to a familiar illustration, the gravitation, which etlcctj

;i smooth surface on a pond when the air is still, is nm'. mg

always for an e(|ually restful restdt on the surface of the ocean:

but there the winds build up mighty waves ; wldle tides

a'trrnatvly raise .and lower the general surface by amounts,

which vary with the positions of the moon and sun; and thi
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.xi.l,inati..n of these ...ove,nent«. and their partial prediction are II . 6
ba.se,l on a stu.ly of elementary physical laws. In like n.anner
l.i.s.nes. enterprise tends to increase the ,„pplv .,f nnvthinir
whe„ the price at which it can be marketed will n-turrrits ,.x-
|.ens,.s of pnKluctiun with fairly good profits: and this ten.leney
:s w„rk>nK at any wul towards an imaginarv iH.sitinM uf
e'lmlibnum, which wouM b.. promptly reached if the c,e.„.ral
<->.d.tions then pievailing wer,. rigidly fix...!. But it. "tUct it

1^ ....t reached: any more than is that imaginary position of
e^indibnnm of the s.a, which would be tvached if th.- relative
l-s.t.ons of the ,.,uth, sun an.i m..on were fixe.l, and the winds
weiv stilled.

Almost every one of the expenses of maintaining any prtx-ess
<'t pr..dn.ct.o„ ,s liable to incessant chat.ge. At one tim.. a.i.li-
t|''n,d machmes may have to be bought when the .narket to,
the,,, IS exceptionally favourable to the seller: while another
set ,„,u- be bought at a tim,; when machine makers were willi,,,.
to accept a pr.ce, which did not go very fir beyond covering the
"iwv prune cost of production. The s,uu.. shop under one
.n.u,ager will t.irn out more and better work at the s.tm,.
expense than umler another. The san.e manuftcturer. usin-r
h,s best energ.es without .stint, will at one time put out a
conunod.ty which the .narket absorbs quickly at a price much
beyond Its full expenses of production; but at another he will
have uussed his ain., and be con.polled to fore- his product on
the ,uarket at a heavy loss. In these and innun.erable other
ways the return to a whole process of production may be kept
t'.i- a consHlerabl.. time a goo,l deal :ibove, or below, the level
^^ Inch „„ght return its whole expenses with normal profits Butyt the tendency to keep expen.ses and price in clo.se relation to
one another ,s strong and persistent in an open markc-t in rega.dt-vWe processes of production; the deviations f.-om nonnal
'-4- 'brun,., though ceaseless, are .seldom vry wi<le. . hus tar-
•tclungarethe various uncertainties of demand on the one side
•'"'i -t s„pply on the other.

Hilt indeed a perfect adjustnu.nt is inconceiv,ible Ferhii.s

;;;;-'
n .s tmdesirable. For after all m,tn is the en,] of url>-_•-- ^"!U periectly stable business wo,d«i be likely to produce

"">' who were httle better than machines.
'
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Hl'PI'LV AND DEMAND IN OPEN MARKET

The general [Hmitioii is, then :— Every manufacturer, or nthor

InisinesH man, hius a plant, an organi/atii.n, anti a business

cunnecti.m, which put him in a position of advantnge for his

special work. He hiw no sort of jM-rmanent monopoly, becaus.-

others can easily (-(piip themselves in like manner. Hut for the

time being he ami other owners of factories of his da.ss ar.' in

jiossession of a partial monoj)oly. Th<- prices of the stcK'k, which

they put on the market, will be govern.-d by the demand ..fthut

ma'kc't relatively to that stock, nearly in the same way ,is it

they had a true monopoly. Nearly in the same, but not .put. :

for in the ciise of a jHTmanent monopoly consumers will .seldom

gain much by waiting for low.r prices; whereas, if prices list-

above cost of production in an open trade, those consumers, who

can do so conveniently, will wait for the effect of competition in

bringing down prices. (Combinations for regulating prices ainj

at consolidating provisionally this jjartial monopoly, and ;it

putting it in good working order : and this fact goes far towards

explaining their gradual, and in some cases almost uncon.scictis,

drift towards monopoly in the full sense of the term. So ini-

jwrtant indeed are these considerations, that the giealer part nl'

Book III will be occupied with the complex issues whirii mv

rai.sed, on the one hand by monopolistic tendencies in maik.ts,

that are in the main open; and .i the other by com})ei!tivv

intluences on monopolistic policy.

sf
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DKIiTS OK IXDUSTIUAL TEOHNK^rK To SYSTK.MATIC
RECOHI) AND TO STANDARDIZATION

1. In tath/ timex the cinnnlnfive proyretts of iudmtrinl II, u, i.

fir/iiiii/iic Iran hi the main ileitemlent on the informnl
miiitln of vKHtotniiry iiMiye : and thin prlmitiee method
iriis until quite reeently the ehief reHoiiive of uyri'udtnre
ill .'/larnefy peopled diatrietn.

If distoin had beon iibsoliitcly rigid, it W(»uld havo hcfii

ail iiliiHiHt iirunixt'd evil. But the resiHtanet' which it offoivd

to the bold rcti)iriier n.'seinblod tliat presented by a glacier to

anvwn.' who might trj' to change its shape: custom and the
glacier are pliustic, but both refuse to be hurried in tiieir

adjustments. Custom has discouraged any attv'mpt at im-
lirovcment which involved a sudden breach with tradition :

but, .xcejit in some cerenumial matters, it has been tolerant

t iiiMiliHcations in substance, form and method which did not
"htiiide themselves. On the one hand, stagnant social conditions
<\i> net crush out of everyone the desire to humour his own tiim y,
iiihi> loveof novelty, or his inclination to sav< trouble by anther
lietter adjustment of implements to the work done: and, on the
eilier hand, thesolidityofcustom has rendered thesupreme service
et perpetuating any such change as found general approval.

iiad I'ach put his individual fancies into practice without
restraint, few would have followed his erraric movements: there
w.iiiM have been no corpii.t, or binly of general thought, in

which they could have been merged; and, in the absence of
written record, they might probably have ])erished without
l''aving direct successors. But custom stipplied a permanent
body of general design, on which each fresh mind might try to

make some variation for the sake of economv of effort, of
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II, II, 1. iruTciisfd titility, or iiinri' |iliMj<iii^' cticct. Anil ('ii>*ti>iii iinili i

faviiiirahic coiulitiiiiiM was abl>' to inakf utility, looiioiiiy ..iiil

(irtintic (lilicaf-y work hnniioiiidiiMly tugrthiT in imi)iii\ih;; thf

utitiKliini vouuiiioWty of coiMiiiiin lilc.

Mixiiiii (MiiditioriH have givm some solid t'oiiiidatioii for ilic

(oiniiion Mtatiiiicnt that utility and Itraiity arc hostili- to oni'

aiiothor. For when a thin^' is markt-d out for discripliiiii as

usi'fui. it is almost sure to )»• a tli'vicc for attaining' ><oinr

utility, old or iifw, hy a lu-ve ni.'thod ; that is to say, it ha* rmt

had time to Iw j^cntiy moulded hy iiinumcrahlc li^ht toin-hr-*,,t

sui'Cfssivc makers, who have tried to l»rinj,'it e into hariuoiiy

with their sense of fitness. But in the a^'es oi patient eu--tiiiii

tiine was .diundanl. Peiha|xs not one in iwiiity of ihe teut.i-

ti\e mouidini,'s was well conceived: hut those which weri' hail,

passed i way ; while those which the people approved, weiv

almost uiieonscioiisiy incorporated in hallowed nsa^'e ; and tin v

became mate'rial for further moiildiiij,' hy the delicate brealhiiiL^s

ot the s|>irit of the raci-. Thus it comes thai the carpet, the

;i\ •, and .above all the sword, have been ^ladually stanilanliz^ii

in ilitferent places, and often on <piite dirt'ereiil lines; but always

so gently as to combine grace with ethcieiicy ii high ilegncs.

.*^o far as we can tell, men had then generally loss <|uick. suljtli-.

and tine instincts than now; and if each generation had luouliKil

its own im[)iements with little guidance from the past, thi'

ert'ects might probably have been crude; l)i.,, v.orking on ilir

plastic standard received from the past, each made its own >ii ]>

tow.irds the Ideal'.

' in likp manner inrlo'lic^ ninl Ijiilliid-, which Imvc l)i en >taii Lii Ji,;id

liy iiiiwrittcii triuiit i, liiivi' offfri'd <i|innilunity and incrntivo to <\mv In,; I

ill lach BUcd'c-iivi' ^,'i'nrialiiin, to nmkr slij;lit viiiiiitior-i in lii:< recital. Sniin'

wuniil not please even himself; and few wonlil nn t witli <'nduriii>.' I'.ivuur.

lint whenever a man of {,'eniuB nrose. he wnnld leave hallads or nielodi' -^ a

little altered for the >;')(id : and thus tlie linest hallnds, espeeiiilly tlm-.- wliich

have ciiine down to us witli the name of Homer, and tl:i' most dilienti

trailitional music liuve some charuin that are htyond tlie reach of indi>.iiuil

poets or mn-icians.

It is not indeed to he di'tiied thiit a fevv ceremonial enstuinos wlii-h h^v.

come down from early times an- UKly as well as inconvenient ; and imietii

home of them seem to have been develope i as a means of prochumiiii.' a

superiority to manual work. The survivinK vestiKcs of ancient eoslunu-^

in the Alps include some, which are not admirahle from any point of view ;

but they are cherished as indications of lieieditary rank and of loyalty to the
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K VIII III H |iriiiiitivf ciMli/.iitinn, flian^fi's in itt|i|iliiiiK'<

iiiitlKKl.s, and ill thf pnqMiscM tor wliidi th. y an' fc. h.' iis-mI. mic

inutiiiilly «lf|Miii|fiit o'l on.' aiiiilhtT : and this cansi aloiif wuulil

jjniitly limit the |iiactical intliKiii 'if iNolutnl mw idfaw. Iliic

hii»<vcr till' in.Htitiitiiiii nf slaviTV MHiiitiini'v > .iini' tn thi- aid uf

lirii^Ti'ss, liy t'uicilily hnakinj,' dnwn pn ii|>linns nf cii'^toiii :

|ni it I'lialiii'd a III -A idi'a, wliirh had taki n huld ..t a ti'W stiMiiir

nil II, til 111' ri';ili/i'il in pi u'tii'i- iiidii' i|iiirkly than it'thr mannd
wiiikiiH had iii't'ii iVii', liiil I'Miiiatusi' and miiriti'lli^'iiit. It hi'><

otti II Ih'i'Ii uliscrvi'd that prn^rcss has uwid iiiiU'h fn thi- miIi-

iiriliiiation 111' till' niassis of thi' pupiilatinri tu fhi' will nf a

diiiiiiiiant raei', whnsi' iiiinds havf nut hi'iii oci'iipiid '.vith pi'ttv

rails Hut, mankind will imt ha\i' ailiii'Vi'd thi-ir ilrstinv till

till' iiiassi's can pininir fur thriiistlM's.

Kvi'ii whiT*' iMHtniii iipjHiM's no ^'nat ii'sistaruT to chaiip',

|iini;r('>s cannot he very fast iinloss a man's host thmi^dits afc

innidid in -iiiiii' uay, so that othiis may profit hv tln'in. por
larj,'i' inventions and othi-r advaiiccmi'nts aiv seldom coinpiutt'd

iiy a siiii;|.' man; and not always hy a sin'.rli- i,'iiiiratioii. In

tail thiy arc ojtcn nanu'd after those who have planted the
tia),-- nf coni|l|i'St on the crests of the lialliiniellts; while those

who I,., I the way, lint did not live to partake in the iiltiniaLe

vnti.ry, are tortrottcii. For the hi;;hest, constructive instincts

:iiv a|.t to dir with him who has deviiopi'd them: their ot}'-

spnii;, may l;\e iii those, whom iie ha- iiiiluoiifed |)irsoii,'dlv :

Iml niherwi.se they bear little fruit except in so far .is he has
iiil"«li.il them in a form which is ir,.,,,iallv accessihie.

l»iiriiii( the greater part of the lite of the world most ot the
|i''"pli' have spent nearly the whole of their time in the fields:

'"iiij'act centres of life and tlioiij,dit were rare: and, hefore tho
'i-iys .if printinu;, a scattered popul.-ition had little opport iiiiii v
t"r the stimulus and siif,'<restioii, which one man can derive from
'li- 'lion^rlit.s ,.„id experiences of another. Tradifion ruled : and

II ;n' 1 ' vr ti'T'ii'tt/'i >w ^i.lili.i.. < h.i. .1. .% w.^l :..•.. ...^.^ ;.. * i'

s. Ill II. II, 1.

in

pan

I'UIII

' 'Hio.-. ,wio e\|>iiieiices oi ailonur. iraillTloIi lUleil : anil

i( iil.ir experiences seldom developed into successive steps of

ulative proirress. These facts go far to account for the

Mlliip,. or valley, whose tlau tlu'V in I'tT. ct nip : mid this lovalfy iii:,v li.ive

l-nAvd to soil,,, accciitiiation cf l.'cai ixciiliaiitics. 1; sc, i:is that witli com-

i.'i tveryj'w hte, art' convenient and in kooJ taste.
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11, n, 1. .;)ow progi-fHs oi U-chnu{\U' till recent times. It iniiy be true

ihut the native liniin power of the individual has not greatlv

increased with the ages
; and it is certainly true that emergency

and opportunity have fre<piently proved agricultural populations

to be strong in n-sourcf as well as in resolution. But vet tht-

conditions of agricultural life have not been such as to brim'- to

the front those men, who had the facidty re(piiHite for makinc
great occasions for themselves: one reason fir this being th; t thi-

ownership of land has come by inheritance in a .somewhat gre.iti/r

degree than the (iwnership of cunsidcrabl.' industrial resoinves.

Further, every agricultural problem has peculiarities of it^

own: and some sides of it can be mastered by shrewd, ex-

perienced, alert, instinctive judgment, bt'tter than by syste-

matic reasoning based on ordered knowledge. Therefore the

agriculturist has r:e'\-er been ajtt t.) .search for the general in

the particular, and the particular in the general. His instinet

and insight have tor the greater part died with him. The
progress of his art remained for the greater part empiricii,

until men trained in industry, or commerce, or in .'^cientitic

schools came to his aid'.

' r.ven now wo iind thiit in Britain, tboiiKh many of the Ijig farne
are excellently nmnn^'ed, -'all dcjien.ls on man's in.^^tinot and nieiiierv."

It is true tliat aHri(!iiltiiral methods are bein^ improved in some places bv

a^rriculturists themselves
; hiit this proRress is for the greater part coiuiiini

to (hstricts in which a<,'rieuhnrists have learnt the imp,)rtance of ii '^wii

education, hy whic'i is meant " not so much further knowledge of a t.'claiii-al

.sort, as the more tlexible haliit of mind that comes with readiuf,', the suscepti-

bility of ideas, that i^ aecpiired from acciuaintance with a dilTerent atmospiicre
than the one ill which a man cudinarily lives," Tl'.e work of ,i ti uant fanner
on a holding' of I.IO to .lOO acres is often of IukIi (juality. botli lechuically aiid

in re^jaril to business methods. liut men mostly " learn by example, by lookiuR
over tlie liedne "

; and the bad farming' ont! .--"es so ol'ten in En^'land alenf,'-ii(ie

the best, is not due to any lack of k.iowled^e, but to the low menial calihiv ut

many of the men occupying- the land. (The above .-statements are reiuddiioj
from the conelu.lin},' article of a notable record of " .\ riif,'riiDaf,'e of lin;i.-li

l-'armint,',"' 77ie 7i/Hc.«, ti .Jan. lyl:i.)

Mr K. K. I'rothi.-o (l-.uijlixh Furminij, I'ast and I'l-esmt) shows that ti.o

work of iif;ricultural pioneerii.f,' did not begin to combine 'science with

Iiractioe," and proceed steaddy by one tirm st< ppiuK-stone uf recoided advance
to anotlier, till about Is''J. The great W(jrk of Towushend, Bakewell, I'oke

and other early L'uid.s ,i< in.iuiiy based l)y empirical methods on practical

experience. .Vttehtion has already l..,ii called to tlie u.se which some monas-
teries made. . ven b.for,' tie- "Kevi\al .d I.earniu;,','' of Latin literature on

behalf of the :e_'ncnltur il aris.
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hicts ;;ii(l >.)'nu processes ojicii

> i!'irti;atiiii( needs, and to the

•2. Vnriom usen of the term Stanilnrd. Inftnem-eH oh ll, n, a.

tffhini/iie ej-ertedbjf rknrnnd exact registration ofthe resultn

of jirodremve experhtwntu, such that each can be used as

ti sfijtjt/'n;/-stone to later endeavour.

('ustnni Htiindardizes une(in.sc"ously and crudely processes

iiml pnjdiicts alike. The nKxie-; - >, in.i- ef industrial techni(Hie

drlilx ivitely standardizes .son' • jir..diut-< ami many proee.sses ;

.-unl deliberately leaves many
t'l v:iiying tastes and humoui

caprices of fashion. But deliberate standardization is used as

a means to the attainment of .some definite aim: j\nd it is in

turn deliberately modified, ,ir even set aside, as .soon as that

aim lither loses importance, or is foiuid to be accessible by
n. better route which re(piires ditteient staiidard.s. A standard

ma, l)e Partic'dur to an individual producer, or it may be

General to the f^'reater part of an industry or even the whole

western world'.

('iiieral st.andardization for industrial purposes is S(jmetimes

Sit ii[) at a stroke by authority of G<)vernnient, or of a con-

vention of leaders in the industries mo.st directly concerned.

Thus, for instance, the pri'.sent electrical standards, Watt, Ohm,
Amp.'re, etc. weri' fixed by ;in international convention: and
every (ioverninent afjpoints, and changes fi-om time t(j time,

the exact measurements and other specifications ot rifle cart-

iiii>,'is, whether made in its own or in private workshops.
^' le would a.ssert that the general adoption of standards,

(liti'.;!;!g by a little from any of these, would be much less

usiful
: but there is a vast advantage in the existence of

(i- finite standards, adhesion to which within less than a thou-
siuidth part may be reipiired in certain cases. This kind of

standardization, as well as the Particular standardization of

the individual parts of a typewriter, or a reaping and binding
Mia/hiiir, etc. by ah individual maker, will be considered
shnrtly, But just now we are concerned rather with that

lien.ial staMdardizali..n which is e\olve<l gr.idu.illy and em-
bodi.s ihe progressive evolution of improved terhni(pie.

Mtcliiunnl reKnI.ilions as to ^taiulurdization provide.! a somywliat fiit.le

«cu|.ation to tlie Auliia-er; and tliey llourish.'d iu a lori.i. piiilly iiu-diaeval

'
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11, II, 2. Fur instance, every decade has seen the .standard shape ani

proportions of racing yachts moulded by the thought and

experience of numerous capable experts in several countries.

Each designer is ever striking out some more or K'ss important

deviation from ordinary practice : if his venture seems to hiia

good, he euibodies it in iiis (jwn practice, and it becomes part

of his Particular standanlization. If it meets with approval by

others, it is .soon embodied (with jierhaps some modification)

in the (ieneral standard shape as has been the case with racing

yachts. But the best shape for a racing yacht depends a gooil

ileal on the conditions undi'r which it is to be sailed, and a

little also itn the personality of its ca])tain ; and sinular persuna!

coiisiilerations atfect, in various degrei'S, the choice of bu>ine-is

nu'thods. When the athlete strikes out a particularly successful

way of taking hindles, his Particidar standardization is nijt ar

all sure to bec(jme General, until experience has shown t(j wl.at

extent his succi'ss with it is due to his idiosyncrasy.

A similar cause retards e^ven more the general adoptieii n*

a moditication in the metho<i of conducting a certain rla>^

<if business (jpirations which has |>r-oved successful in a ]iai-

ricular case. Hut techniipie is less dependent on persr.nai

peculiarities ; and an experimeiu bearing on the techiiii|ne nt

an industry may be t :sted. as a ruK', lo give the same I'e-nli-

in the hands of any two competent investigators. SpeciaiiZ"!

stuilents generally have access to exact printed records of tli.

course of every set of experiments; which form the basis ..i

the prevailing standard method of attaining any end in which

they are interested; and a compai'atively short descriptieii .i|

anyone's work generally etiablesothers to know what he has iiici!.

where he has failed, and where he has succeeded. If theret'irc

tlie suggestions endiodied in his wcji'k are accepte<l, and beceiiH'

the basis of the ( ieneral standard method, others are able to start

for further invotigations from the point whi<'h he h.as reachtil,

and with nearly the sami' advantage as if they had made thr

>rigin;d experiments themselves, I„et us tln'ii pass t" consider

the methods of work of the modern inventor, \vh'< turns tu

account thv be>t re-nlts of scientific research that bear on his

purpose: and acMs to them.
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;{. Dintfibutioii of f/ic tttidlicn, that imde for prmjirux, ii, n, 3.

auunig men of ran'ons lindx and deyrees nf ahilitif.

Wf now revort t. subjects touched in Book 1: they will

occupy us a ^'()0(1 deal'.

All iiiiproveinent in business method is generally initiated

by a man of atlairs, \vh(» sets himself to attain a particular

practical end by the best route. The same is generallv true of

advances in intlustrial techniijue, in so far as thiv are made in

the course of business : but the greater part of the work, wliich

lies at the bases of those advances, is made by other men with
ilitfiient motives and different methods. It is made bv mere
students: that is, by men who labour, not with relerence to the

attainment of any particidar jn-actical end, but in search of

kni.wledge for its own sake. They group together for investiga-

tinn i)henomena which are fundamentally akin, .so that the
siuiiy of many particular relations between them may set thought
(in the track of general rides or "laws" of causation, tendency,
nr r,,rxistence: imagination creates movement : caution checks
reason by working out parallel but independent trains .,fthou"-ht-

.111.1. wherever possible, each general rule is tested by application
tn particular instances, in which it may bi> confirmed or

iliscredited by experiments or observations of specific facts.

S.iiiif i,f these architectonic workers, but not maiiv, have th '

jNiwer and the will to embody the'ir ideas in specific practical

iineiitioiis of commercial value: and occasionallv a man will

Iv found who combines the faculties and aptitudes reijuired

tnr high scientific research with those of a great luisiness

aihiiiiiistrator-.

Tile pursuit of knowledge by the pure student for its own
sake IS generally a richer source of new kiiowledg,., than is the

1 S,
, r-iitciiilly |i(). !)9— lli:i; ,i,ul VM-VH.

-This iiitc!(if(.i.iiik'iKr <il ll.r wcik of till' ino^ssioiiiil stu.Uiit an!
llje man of I'lnotical ways ami ukuds is bciii;,- woiU.i cut in --i veral \v;iy>.

riiiis tl;c cltctric inciiii.ii-c. ut laiiii) must not: contain luoir air tiiaii wcjuU
tiliii millit.nth part of its vchinic' at or.linnrv prcssur. : ami the way for this
l>iil. siiiii "wa- I'reparfi'i by an army of nU'ii, whose main oljject was the
aiUii;,«,mnt of knowlc.lj.-o; and who could scarcely have inia-ined that the
liroc....s. wliich they ha.l elaboiatcd w.aild soon be in us, on a connnercial
M-alc, and entrusted t.) the hau.Ls of ordinary workmen.

, The reiiuir.inents
ot practice react in the most healthy way ui..ui sci.ntilic electricity."' (Lord
'--; :*-:^::, .JUUlCLi Hi iic.^, litii itU>t ^ tti Jf(y//i, cil. .\1.\.J
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II, II. 3. pursuit by the business man of that particular knowledge which

btiirs directly on a spi-cified practical aim : for >-a, which

fjcncrates new ideas, will be pursued to its const .kcs by tht

studtmt; while the practical man will be incline<l to diop even

the most fertile idea as soon as he has extracted from it the

help, if any, which it can give him in attaining his jiractica!

purpose. Kut ne\ertheless the methods of the two, if both ,iiv

able iine^tigators, will have much in eommen. Each of them

concentrates his attention for a time on some particular subject,

le'arns nearly all that is already known about it; analyses it;

.selects for his main study, or at least his first study, sonu'

part of it; extends his observation in regard to that part;

exerts his cunstructive imagination ; devises developments

which otfer seme promise of leading te new knowledge er to

improvements in technique ; makes systematic experiment in

I'eg.ard to those developments; makes provisional record of thuir

results, and studies these results. Perhaps he makes further

observations, further analyses, further imaginations, and furthir

experiments: until at last he has attained a result which h^

believes to be of value. He will estimate its value with

reference ehietly to the services it may render to the world, or

to the pi'estige or the reward which he will reap from it,

according to the bt^nt of his character and mind.

Whether lie communicates his results to a learned .societ},

and leaves otheis to earn money by them, or applies them in

practice him.self (with or without the protection of a patent),

they become in effect the ])ro[)erty ()f the world almost at unct',

Kven if he uses them in a "secret process," enough informutini!

.about them ot'ti'U leaks out to si't others so. in on a track near t.^

his own.

.Sometimes an in\cstig;itor is dealing with irregular phriin.

niena, the ciiuses of which are not likely even to be conjectureil

till nmch furthei- progress has been made in the high bordcrlann

of molecular physics and chemistry: and then his only plan i-

to make vast nuuibers of experiments on material chosen almubt

at random, with a watchful eye for any that tend in the doiint

direction. He must examine the more palpable (jualities of th'

materials that please liim. and seek out others that have any uf

tht'se ipiahiies 111 a higlii r (|(>gree ; tims reaching his emi in



SCOVE IN RESEARCH KoR MEN OF VARlors KACI'LTIES 205

'3

fj

sfdiilous, (lisciplinetl iinagitiation, even thoiigh he has nn aectss ii, u, 3.

t(i fundaiiiental hiww nf causation. Investigations of this kitid

(liteti need more time than is at the ci>nunaucl of any one : they

must be (lone by a "team" of workers under the direction

iif a master mind. Hut, when he has before him a particular

mechanical aim (as for instance in connection with the phon.,-

tjraph, the tele})honi', tiie cinematograj)h, etc.). his imagination

win work straight on along definite proces.ses of reasoning in

siibi'rdination to genei-al fundamental j)iinciples. Ii both

cases he makes use of methods and ri'asctning, which had been

brought ujt to high standards by the collective eft'orts of

iiinuiiierabie workers at various times and in various lands: and

in return almost every stage of his original methods, in .so far

as published, contributes to the world's wealth of knowledge'.

Ti.'am work, if somewhat mechanical and lacking in romantic

inttrest, is of very great power in chemistry and sunie other

sciences, as well as in business techniipie. Its steady expansion

is partly cause and partly residt of growing ti'ndencies on the

part of scientific students and leaders of industry to develop

ciiinnion interests, and work together as allies for the invasion

iif the borderland between science and techni(pie. In numerous

iiirc<'tions the chief leaders of industry are making assiduous ust'

iif organized and provisionally standardized general principles:

ai;J, aided in very various degrees by the tiovernments ot'

different countries, they are working for extensions of knowledge

which shall be at once technical and general; at once si'r\ iceable

in their own particular operations, and fertile sources of larger

and more exact science in time to come"-.

ml

-I

'I- ill

1)! .1,

Jfiil

' See Dyer and Martin, The liff ot I-'.dison, ch. xmv. Edison's laboiiiius

rescarcli for rare earths that might serve as material for incandescent lamps has

lost some of its interest in consequeMce ol the new iiu thoils by wliicii wire, a

thoiihandth of an inch in diameter, can be drawn from tmi;-'steu and otlier

5iiil.ible metals.

- Some of the work is done by youii^' men, of rather narrow nnmtal %isiun.

Each of tliem is contented to plo 1 under instructions at a minute part of

a email iiiu-stion ; he studies whatever has beeu printed about it in various

scieiituic memoirs; and works on that material till lie has made >ome advance
thiit can be combined by a stron^ier mind, with other results obtained by
similar plodding. Thus overlapping work is cut down : students of varying

aiititudes and abilities are occupied, each with work that is just within his

r:i;;^;c. The strcii^;:h even of w.'ak wen is turned to uCCuiuu U>v high woik; aiid

tluit of strong men is given a'most whol!/ to work tliat is worthy of it : whifj
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II, II, 4.

ADV.WCEMEXTS OK IMlfSTRIAI, TECHXIQfK

1. [iiffneiins mi ln<hiKtrial ftrhnif/m- e.rerfrd h/ fh,

nijitn/iifirr/Kunr n/ntnfiif/}/ maifi iiKfc/iiticM to create otli,,%

that lue nifKihlr of irin-h ereii more exoetlif xtcuii/milhil
t/nfit flu Ir oint.

So tlir we have criiisidcivd tlir iiitliiciicc of reeordrd ,ini|

stiiiiilanlizi'd knowledge in reiriird to method and i)oweis; each

new knowIe(I-,. heingthe oHspririg of others that went lief.in-,

ami the parent of many thai f<pllow. A simple form of such

knowledge, which has contributed greatly to the progress „r

techni.jue, is emhodied in improved constructions of matcriiil

ol,|ects— house, furniture, clothing, implements, etc. But caiiv

m last ceiifiiry some ideas, which had been for some time in thi

make, developed into the great architectonic principle that a uvll

driven iiiachiMe tool could become the parent of new machine
Work luoiv exact than itself which could become in it.s turn

the parent of yef more exact machines; and so on. This idia

has so developed, that at last each successive generation, ami

even each successive decade, has seen results accomplished, which

appeared almost impossible till lately. Thi' work has h,vi.

done chieHy!)y engineers, who have often loved their workbhup>
as aca<lemic students have loved (heiriaboi.itories. Chemistry i>

becoming the mistress of a rapidly increasing tmmber of workcix;

but engineering has special claims to be regarded as the leading

reprtseiitativo of modern industries, at all events from tin-

point of view of an inijuiry into the general course of ecoiioniir

progress. For all other large industries are dependent on i;

for most of their appliances; which are growing rapidly n,

•xactn.-ss and efficiency, while falling rapidly in cost. Th.

techiii(|ue of some of thi' textile and other industrial gi.Hi[i>

owes as much to the invention and initiative of mechaiiic.i^

engineers as to their own: an 1 the economist is uikIh

exceptional obligations to th.- .semi-technical literature n\

engineering'.

cvei.v .^tpp gained is registered, under discriniinatini,' jud-inent, for tlielienetit "f

the world. Tliis method seems likely to dominat.' many l.ranehes uf stuih :

but of c .urse it ean seldom lead directly to epoch-makin- discovery.
'A prominent place must here be Kiven to the EnKineering Supplement oi

the 'iimci aiid toaiticies in tiie Ma lie he.iter liiuirddin ami other newspaper.^, a*
well as to the KnMneeriny Ma<i<nine and similar periodicals.
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Thi- iittoiitioii of tlu' pro^rrcssivo cni^niMjcr is conccntriitefl 11, n, «.

(,n sniiif hr.'infh <>t' pindiictiori, which has hccn iic^lcctfd,

(iv lit which the methods appciir to he iiccdlcsslv cuiidirous.

It i- aiialyw'd into its component parts. Each |)urt is aijain

•malysed, with the aim of siihdividinir it into eh'mentjiiy

tiisk>; each of which can he eff-cted l)y a single procediiie,

iiiirhaiiical, chemical or other. Apjiaratiis is (h'vised or adapt^'d

iov laih elementary task. It is tried and amemied and tried

a^'aiii. By successi\e steps lar<(ei' and more delicate work is

tlirnwn iij)on the apparatus: and it is required, firstly, to adajit

ilselt to ever subtler varieties ami iniances of human reijuin-

iiiruts; secondly, to perform one process after .mother, that is

lufil'd for the ultimate end, with little or no assistanc<> from

the han<i of man. Thus at last it becomes an "automatic"
laaihiui'; and it has this nnich of rit,dit to be called a thinking-

niachine, that it ehantjes its modi' of action at the riidit tiu'e,

actini,' on hints t,nven from within, which wuuld reijuire the

thouuhtful care of an attendant, if given from without. Thus
(nnijilexity of result is attained. But the means need to be

>iiii|ilitied : and indeed the .subtlest conceptions of the inventor

:iiv often given to laboriously simplityiiig his apji.iratus, till

unly 'he expert can detect the subtlety of his labour.

When all is in onier, the machine is nearly self-sutHcing.

It needs only an alert watcher to attend to any complaint it may
ntter: but, because it is simple, it seldom complains; and its

coiajilaints can .sometimes l)e made to take the form of standing

still, till the watcher can attend to it.

The lead in this direction came from th sitnple strong

Boiilton. Watt found that much of his steam ran to waste,

because Boulton's cylinders and pistons were not true; though
they were the best that had been made so far. For indeed the

luauutacture of machines had nut up to that time reached an
exactness much more advanced than that to which the Dutch
had brought their wooden ship-building many centuries before.

Si> Roulton .set himself seriously to improve the conuiion appli

atices for making machines : and thus struck out the first

cardinal idea'.

i^ii

jli;

''
i'i

^:. II' i

iii> (liau, iit said, was to " eiifta^e and instruct scne uxcellent workmen
w!io (with more excellent tools than it would be worth any man's while to
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11.11,4. Liiter on iiltcntiDii wa.s inoro given to thi; tiiet that thr

lathr, " th«' mother of cxiict work," wjls unabli' to turn Im

latent power to full use, so long as the movements of its euttiiii;

tool had to be governed by the untrustworthy hand of nian.

rked at the dittieuity: and at last it was oveno i,Mi "y

by a simple gi'eat man, a Ht su'jces.sor of Boultoii ami Wntt.

>Iaudslay found that every bolt and luit wa.s "a s[)eciality in

itself. ..all bolts and their corresponding nuts had to be sperially

marked as belonging to one another"; whieh was spn ialiy

troublesome "when parts of complex machines hiui \i' li.

taken to pieces for repairs." Accordingly he devised a siiujil,

" geniTating machine,"' which made fairly accurate screws: and

he set one of these to act as Uuiile .screw for the cutting i^oi,

which no longer wiis moved along according to the judgim ir

of the machine, but automatically moved at a .steady rate iluly

proportioned to the rate of rotation of the material. His -si It-

;tetitig lathe, ' governed by Hue screws, enabled him to make-

a machine that would measure easily up to a thousandth jiait

of an inch. He put his best work into appliances with wliich

he made still better work : and thus he wt'Ut far toward- ili.

modern age; in which the most accurate standardizati'm b

a])plied to the master machines, thi'.t are resjxmsibie for makim;

the most important of thost' ni.'chines, that are respmsihlr tni

the everv-day Work of an ordinary engineering shop. But thi

finest modern engineering work re(piires gauges true to a toi-

thou.sandth of an inch, which must be read on occasion Ijv a

luicrometei' reading up to a hundriMl- thou.sandth part; i.e. \<< -i

two-hundri'dth part of the diameter of the human hair. (F^;

some .scientiHc work even greater accuracy is needed: t)iii

that is effected by ojjtical instruments making use of ditinutimi

fringes'.)

jprocnre for one siuijle engine) coulJ execute the invention... with ii-^ -'lea:

11 (lillerence of accurai'V ii« there is between the l)lack.Hmith and tlie r.i.itiit-

niatieil instrnment maker."

' MaudMlay devised a reeasiirin^ machine, "the Loid Chancellor.'' iu v.iiKh

lie used hisi best serews, and also two [ilanes made by an impiuved iiietho..! ; and

originated the saying " Measure up to huiidredthw of an iueli and feel uj) t.>

thousandthe" ; that is, press the planes together tiil their frietion offer.s some

reclatsnee to an attemi'-t t'-- =liift th? h:-r bi'f*f-en th-ni ; and ther, read wi*,!i ?.

micrometer divisioab as linely ae yi.u can.

!i: H
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M.anwhilf Whitwurth, foHowi
stiiciifd the ()ii(stion of the best shaiK'H f

1^' Hi Miiiidslay's stfjw, h.ul

i""l" His V

iiml iiiiuic the bi

irticiilar staiidanlizatinn „f th(

t<ir Brit; 1

1

Mwi.s «.t an Mi-ganizcd Gcii.Tal st

>r screws fur various

111 was appriivc d
;

1 such iiiuttorH priigrt'ss is ever
Ml i.cst results: |)erha[)s it is best that

he triid in various eouutri.s: but th(

plast ic niternatinnal standanh/;

iMdanh/atiuii

•'' '•atiiig 11)) her

several systems should

iiiovemeiit towanis a

may ultimately presail.

iti-.ii, tl.oufrh (emjx.rarilycheck.'d.

The lathe has pioneered ii,,t only
coinphx automatic work. Ii

in exact work, but in

t(«H

Will

ire placed in " turrets

1 '>ne of its chief t

etc.

k imich
an(

as (lul th(

I'he lathe feeds itself;

%

forms sets

these are made to do th

.f

ures in the great cath.'drai cl.

eir

ach ti is b roll

proper order, and with an appropriate t

ight into play in its

(•;!11 make the hub of

•he liar of steel and without

I cycle wheel, for inst

raversiiiL' mofj

mee, straitr

any h

on.

ht }

It

rom
iimaii interference; and on

n inpetent man can be responsible for twelve lathes Here ,s -x

^nnliK ca.. of the rule that "the ten.lency of all specialised
-"•Hi'H's ,s to take the responsibility off the operator and put
'' "" '!>' f;;'vman and his staff of tool makers." This tendency
"t -urse dnnnu.shes the demand for the .skilled artisan, whos'e
'.^'•;'"<1 li'"'d are in thorough coordination, in those i^irticular
-">-; "' which such nmchines are use,]. M„t, by their pro-
Hucveness, they make new openings for him elsewhere- andNr l-n,,.un,n Browne, refemng to this .social danger, said "many

t n^ remember the great econo.ny which came in when w^
-"^ - stamping all son ,f small smith work under the steam
-ni.er. Some peopl,. thought the days of blacksmiths were

"".nbere-l; but they have not becom.. fewer, nor are their

:;;::: Tt^ t""^""'^^""""^^^-^'-^^-^^-'-'-''NlMn>,,,n of the .lomnnon of automatic machim-s may at l.-.st-"ish -he ar.i of old w.ork in w-htch tnaniial .skill ,s'of h,.,ho,n taster tl.u, it .,pens up , lew ground in which the ^^^^^
i^'igairi sujin'me".

-aw. uc^O , „I ';
'"'"'r

"'"^'^ ^"' ^''^>^"'"^ "™e: a.ul watch
„,„,....'"'• '""'* tiiousana to tlio ounce, wliieh ar,. s...n >n h„ ..,,....

.
^ta. :dard.zatu.„ has enablcl large .hcetB of cotton cloth for

JI. I. T.
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II. M. t. It h IS iilrciii Iv Ix'ct) iioti'ii tliat Aiin'ricji is iw.w fvtcinliii.

Ill ir (loiiiiiiioii lit a i:itf tUr I'xi uiii s('('iiif<l pn

\\w vcjiis ai;o. And tin- cxixTirticcs >

vhiU

it liritain juk 1 ntl li'l

ciiimtiiis (luniii thi' \v..rl(l-w,ir in iiiuinit'actiii-ini,' iiiiiintMn-

\\:\ V hy many inillii>ns have iiiai \v .stfiitltjU in the salil'' (lit'ri'tli'li

Thr cliani^'c's, uf wliich tlusr in^tancf^ aiv iv|)iv.i'n!ai i\.

,

haw cnm.- XI >,na(iually tlial llirir xast (lini.iisidiiN hav ui,l\

ivcvntly l),rii nro^n 'd. Thry all ivst in pari mi ihr Im '

that, whili' till' ra>ii-t UK. ti. Ills <>{' llir hand aiv hackwanls :

tuiwaids, th.' ca-irst in.itioii> ..f a inachin.' aiv n.taiy. 'I'li

rate .if muvcnifnl >>t thr hand is limilrd; and llu'ivfuiv if ii :^

1.1 do iiiiich wmk, it iiuist fxcil a (.niisidrraliK- part nf its mh..'

siivn.ulh at rach str.ikr. Hut, by tin- aid of -.aiiii^- and ..•!,,(

(Irvicis. ,1 iiiachiiii' tiHil can he iiiadr t.i mtatc at any s|ii"i

liiiwcvn- j;ivat, pmsidrd it diif.> iMt g,.|irratr Iim. nuieh jar ..Mm

nnifh h.'at. 'I'lifsc tw.i liinilatniiis ivl.inh'd pm^^nss fur a l-ii.

whiK-: hut th.y haw now ixni fur thr irrratrr [lart nvrrc.m.

hy nirchaiiical and ciu miral iinnitiun; and iar^'r tiirl.inr,> ii..u

maintain rasily 140 rrviilutidiis a srcmid, the .mtsiilr .it ih'

whi'.'ls running i'""'' ""• ""''"* '" '"""'•

Invriiti.in rnablis nunien.UH cUai' ph..l. .graphs fur th.' .in.-

iiiatugraph to b.' tak.n in a sirund : and a single nia.-hm.' !

niakr a .|uartrr uf a iniiliun luatchrs in an h.nir. It niiibl. - -i\

hums t.i sutticr fur casting separately iind arranging III

spaced uul autumatically by wedges the type fur 24 hir-

newspaper [Kiges ; and tur taking a number uf stere.ityp.s tpn

them: frum each uf which l.mg mils ni very wide pai^r .'

print. 'd uti' with.mt hitch at the r.ite uf 20 mil.s an h.mr'.

tlio .-nveU^iH-s of airships t.. be made of tliickness uniform t.. within a t."

hundred an.l tifti.H. part ..f an i.u'li: ftnd it ha. s.i far attraett.d tl.e interest ..

w.irkinK urtisaus tliat makers of micrometers reading to a ten-tliousandth par,

ol an incli. find it wortli wliile to advertise thetn largely in the .lounial .1 th

AnuiUjmHHted Soaety .-/ lui.iineers. Some otluT aspects of Particular .Un-

dardizatioii will he coii>idered hiter on, see pp. 221—i.
_

' Again, ft new steel alloy, which will stand a temperature up to .IK) L.

without hurt, is able to cut ordinary steel as .juiekly as .irdinary st.'Cl can cm

wood ; but perhaps its most int..resting apiilications are in the siibstituti.m oi

quick movemeut.s, each of which treats the material tenderly, for slower inovr-

mB.,ta that must be comparatively rough and harsh. Thus slotting iiiacai..e*

displaced bv drills, which will penetrate a tiiick steel plate by i»(..'.

are being dis)

but comparatively gentle pressure, which leaves no harsh edges MiUin;



.Vrri-RAcv OF MACHINK-MADK MAilllNKs
:ii

liiis K'-rat ,iir (l„. ,|,.|,(s .vhich iri.liistn.il

t" rnicliiiif-iiiJU<i. K-liiiHs, 111,1(1,. all

ixiflifudi- iiwc.H ir, II, 4

llust iivr,ii(

jianiiis uf y.t 111,, IV ,.xa.-t iiiaci

II. if CDst, ti

ijoiijiiial,. till' iiiiiNMM' |>ri>(liicti,,ii ,,('

'' 'ii'' fi'i'i.ir .iiiiunifiis ,,f ,1 111,, list,

!"i"|'i'iii<'. lint l->i ih,' hiarviis ,,( SI

iiiiis ; and (I, still, (I I,

n|)l>'iiii'iii,
I'M TV suit ,,( ii

!• Kiiii '" ll

in-l' -raliliiij.. tll;ui lli,.ir ,||„., h may
111^' 'II' nine Work ill which

hiiirvi'ls ,,t siich \v,„k .s|i,,ii|,|

ll' iiHitiii' ,,f an

t,'l't I'M'll

!iiassi\.

'' ii'inist's l/alan.

pi, 1(1

w.'ll t.. lak,

net i, ,11 has n,

.iiMlhi'i

l,art :

h'- firs! accm-afc sl.u.ilanlizatiMiis ,,(

in (h. alchciiiisis: ,.ach ,,(' tl

Ills si indardizalidii was I'ait iciilai

ijiilil "I- siihtl.

'|ualiiy W( r,' mad,
111 Worked chicriy t^n' hiiiis,|f: and

to 1

l)'>is,,n,s. \,,\v thi' standard

lis (i\Mi st'c-r.'t |iiiisiiits ,,r

izatMii uf clcniciitarv
'i;"^~ in .v^rard t,. ,,„ality has hrru auth.-rital i vclv mad:'
'•ii'i'il: .- that a |.r,'scri|,ti,,„ wr,tt,.n ,,ut l.y aiiv [.livsican
;'" '" '""I" "p arnirat.'ly l.y any ,,ualiti,'d apothccar;-. U.
'">~^vl,„|,'sal,' clcni.'i.fary dn.i,^s alr,'adv standardized, and he
--il-iHids ,l„'i,i l,y aid ,.nh.' ch.'inist s iialanee. an it.stninu'nt
"'"'l> nniamed l,.iig witli„nt a nvai fur extrein,. delicacv and
•'^•inity ..f w,.rk. Fr,.„. j, have i.e..,, eVelved pn'i-ls,,,,,
'"'""'" ^^ '"''> ^^"1 '>""'-•' '11 error „C ,„„. part in 2.VM)(»() ()(,„
't . ..00 ,^r,•allUl„' weight. Of c-„urs,' the he.'it of an observ,'l's
'""> It ii- w-ie n.'.'ir at hand w,.,dd disturb the e(,,iilil.riiini

- ll- stays at a littl.' distance, moves verv small weights fn.m
II" -e.ile to another by nu'chanical .ippliance, and watches the
Kllalice with ;l telescope.

Ahnnst as lii.scin,'iiiiiu' i.s the recent sii^jrestion th.it the
vlaM„'„y a„(| tenderness .,f the h.md ,','n, be rivalled bv
""'I'-'U (juite dirt'en.M, f,,.,„ thos.. of human muscles which
•ilin"M alone Imd been previ(,„sly imit.ited. The transmi.ss,,,,,
"' pi'-MU'c by rope and rod. and even by water and electricitv
i^t- uiicmpronusing for m„ch subtle work: but its tnins-
""-'n by air has no such limit.'itions

; and it cm be .inam.,',!

'-'>'''
I '0- 'V-'M on a small .scale. It is handy and H.'.xible; and

m.u,u,..s .ire K'leatl.y incr.a.i.,^ U.eir speed ,u,d turuing out ol.-.m work that

I'

"on-rr.e.su.n ,„etli„d, Krindini? ha. l.-'oome th,. n,„.t "v.rfect d.vi,.- fV.r

eusured pieci.sely
llui.-ud,ij-i,l„i,:dia ISril'inntC'.i. s.v. Tool.)

iiisandths of na inch.

14— -2

i ; 'l

i . n

, di :i.

I i\
'I'
-1

1
\ iK ll
'f. ?0 M
V" ?"

;

\ f
*

iCi; 3
r Hj^ -... M

JH, ^j

: 1?, i
y '

1

' V'. r

If11



fr

I I

! : II i

• i
-

l^i:

21-2

II. II.

AI)VAN< KMKNTS oK IXDfSTRIAI. TECHNiylT.

it his Kmit a.lvanti.K.s fur w..,k mi imiu-, ti.r siK'imllii.t; -,

n.ilwaVH tnr nv.tiiiK ni ship-buil.lii.K •""• '" •••'ihIh.I .-"ni. rs

,„ M bran.^h.s ..f .n^mu-niiK. Thr familiar u,Hratiuns „,

,,lav.'r-i>^t»..H l.v air r.'i.nMUt a Hin.plr .xt.MHion nt tl..- a.-nm,

.,1 thr im.uinati.- hanni..r ; un.l a yt l.iKh.r -taK-' i>* rfad., o in

,1„. .narv.lluM-s uMi-haiuMi. ufth.^ ni..n..I yi.r i.nntii.K' nm.^hiu.

:.. T/ie u<>od ami rril n/ mnrhhus that ^ii/>/>lant ,fn,.

dilfifl handiii'oiL

U\ us ivlurn tn that innvasiiiK tvn.lni.T nl machin.rv t .

supi.laiit th.' >kill.'.l han.l; whi.-h is Kiv'itly iiu-irasm;,' mans

nuw.r nvrr i.atmv, an.l his n.atrrial wealth, tho„Kh it is ...„ ,m

,a„„ix.d brrutit trnn. th.- s-oial ,...i..t -f vi.-w. In tact, it .11

th.' world W.T.- a sii.Kl.' l)f"I'l''. ^^''*^ '"" l"""r"'«'' ""' '''>' ''"

hidust it nught 1... w.ll t.. i.i.t sun,., rh-.-k um this i,q,.l

su,K.rsossi..n -f hmnan skill ; .-vn at thr .-x.k.iis- ut -l-laMn,

the iiKToasr uf matt-rial cu.i.turis and hiMirus. Uiit HriMin

ran exist nnlv bv ubtaininK h.T nc.vssary siipi.li.s uf t i an-l

raw nruiliKls in return fur the rxportatinii ut manutactun -:

and her huld un oxtmial markets can be maintam.d only l.v

h.r use of the most effective iirucess.'s known.

Some mead of svmpathy is indeed t.. be extended t.. ill.

nwners >si maimfaeturing Iilimt, which has been su]Mrsed..! 1,^

. li.it ,*rlmi.s tlu; subll.'st application of tl,e ,,owor ol uir prr-^smo i- tl.i.t

^vl,i.•h .nabl..s il to r..produo.. the intini.ely ,1.-Ueat. vari.Ui.m. in tl.e r- --nr.

fxerfd l.v tl... l.iv'l.ly trHined hand of the skilUd urti.an. A >hult. r ,- rhu.d

over tlu. oritice, lhrou,'h which the compressed air c,mu« t^. its w„r.. u'.th

. .lit cut ,n ,t ot varying width. The shutter moves under tlu contro, ,.1 ru.

;„:un machine in such a numner that a broad part of the slot .s oppoMte h.

orifice when the work is at a .ta^e at which much f.,rce is w.tnted
:

an.l, wl.eu

e' force is .lesired, the force .« lowered by the oppo.U..m ol a mu,o«,r

™rt of the sl..t. Such a machine seem« perhai-s to thmk for it.self ..:..•

Hinctly than ,dmo.t any other: but its method owes notlun, to su,v. -t,on<

liv the human hand. ,,,,,;»

^t i. >nteresti>,. to look hack from these marvellous ac uevHuent- -.
e

b,.,innin«s of n.odern machinery, when Hucces« in copy.n;- the elasUcUv .f ...

ha^ulwas a Ko^.l to which inventors as^iied, and wh.ch the scept.c.l t^ .u,..

t: ::uld m.ve.- attain. Such was for instance ..,e t^^'^^

'"""f
,"

"vf;;;

oon'.hin,. which ..vi.inated >n Heihuann". observation of ns daughter s n,. ... of

en in, out lur Ion, hau ; and again the success of th.. pow.r.oou,. ac.e .

,y m ilmg It imitate the small pushes by .vhich the hand-loom w,.av, r ,.ac .,

l,y maMUK
^

^
^_ _ „..,,,ap„ tV... first LMeat break wilh me not..... uM

Ihe mo^.menis'uf ^.e hands should be copied was that ot the inventors o. t..

.ewiug machine; vs'hen it occurred to them that a mau.me can u.ik l*.

needles and threads, though the hands cannot.
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lit iii\<'iiiiuiis; liiit th<-ir hiiiiiK'ss ahilitv ii

ill"

III ith th

t will ciiMiiri| it imitfil til l)i:ivi' ('nti't'iirisc, it

il.illi;,' Wrii with llll|ll(i\c(l |il,lllt, wllii'll tl

th.

• in; It. II. «

on to

uir '•oud (Tc'ijit wi

n.'lallv t iia I.I.' til

•|| ciisf Is moll'

il' \:i'rit y of a sk

li • - It : liii- if li

I'lii to iilitaiti.

lithiMilt, when lli( >|MTiuli/ii| iimiiirti

i| iiiti.taii is struck l>\ a iii.nhiiii' that out-

Is no lon^rrr \olUl^', llr call lolM ho|H- to

lii;,'h w.i;,'rN In any other kin<l of puii'ly inaniial work.

iirf (Icti'iic mics tioiii thi' tJicts that iniiiro\c(| machini r\

Iv t o IIK'ifa.sc I' II 'at I

V

th (' voluint' o f th ro( liict ion, tor

wlii'li It is (li'-iii^iicd : anil tiiat his ijt'licial i'\|)cii('iicc, juiliriiicnt
.

hi^'h chiirariii niiiy cnalilf him to ulitain a )iositii>n, iiiami

fi he nia\ (iiri'ct tl 11' iinskilhil workcfs who haiiillc tl

ini'lilili'S that it think. Thlis tfolll)|r is not casllv SlM'll

liwiii a i list; nice Imt it I oiiiiis lar«' hcfore tl eyes III ni.uu

>kill'il worki'is; and a fair JMilijincnt niiist take account ot' it,

»}i'ii attention is directeii to the culil welcome, which the\

>'i!ii>tiiiies L,'ive to such machines.

Nc'.ertheless. the stern fact must lie holiliy faced that the

>liuit, which induced many h.uid-Ioom weavers a century a^fo

r<i pine in poverty rather than touch the hated power-loom,

liii> Hot entirely pas.sed away. In so far as it operates it is a

hand leap to an old ini lustry, wlii'ii laced h\- th

i'iiii|ietiiin!i of young industries faraway: and during the last

ti» ileraijes it has been a coiisideralile. thoiiirh an I'ver diminish-

i;i,' liiiidrance to the niaiiiteiiaiK-e of industrial leadership by

liiralir

hit. I

Ili;ir!i

J'lC!-

ilk- .

th- ,;

HuJ :i

pas-.

I

po-ui

tl,,;..

lll.ltt..

-ffll •

>b-tii( |,..j tl) till' inticidiictiiMi of iiiiu'liiiiiTy luay bi' iiiori' oiiiiik'X tliaii i<

• .Tist.il; as can liu st-en in the fnllowin;,' iiistaiieo, Sci~>ii.s anil titnlos

iv, >, fcir^'i'il liy liani], liavi' lonf,' bwn aiiiiun.' IJiit^iin'.-* lirst proiliiet.s, liiU

.V liiriiian prudiictM iiiaJe of .Jtcel .xliapi a, prtssed into luouliis by powerful
iiu'S have yielded almost as satisfactmy re.sults a.s her hmiii-forKeil pio-

. :\.U'\ of I'ours.:' their cost has been low. Siiellield was unwilling to iib.pt

• K uieth.id: bnt having once been fully convinced of its ellicieiicy, ^
i;iK it

; and she 13 stviviiiK vi^rorously to retrain the ground lo>t by her lielav.

lioulds and machinery for niakin« the prcaeed blades are too expeiisi\e iir

luepi'iideril artisan cutler; and, thous,'!i he may buy the mouiaiii ulod.s
iiish them himsell', liis cliief vantage ground is lost: thus the imlii-try is

' .' into the hands of lari;e businesses. They are of course iii a lii-tter

'ill for developini;. and even for iniitatin;:, improved technical methods,
-i;i;i:i i;;,'i:;cr:^ \\\ r< : tiUii c-'hipiauil.s itie titiil heaiii liiali, iu .such

1-^ as tlie trinly adoption of stainless steel for household cutlery, there is

'iiiftbini; of the pr-'feieiice of old aje for thint,'s loiiu; familiar.

si
il-M'

r a

^ t-ll

1

1

i 1



_ ., i I

I i \

: \

. 1

iilf

ii

ijl
'i

CHAPTER III

SOME TECHNICAL INFLUENCES ON THE SIZE OF
THE REPllESENTATIVE BUSINESS UNIT

II, 1", 1- \. Some iiifroi/iirtot'i/ ohxervationx. Different mefhodtt

of the expanstoH ({/the Immiesx unit.

It hius already been indicated that many various causes aro

tending to increase the size of the representative business unit.

Our attention will shortly be directed to developments of

marketing, of finance, and of the methcKls of business adminis-

tration: but this chapter and the next are concerned exclu-

sively with causes, that are closely connected with the progress

of industrial technique. Reference will be made only to siu'h

industries as are much under the inHuence of that progress:

they show some technical developments, which make towanis

an expinsion of the business unit in all the inchistries afffctt-d

by them ; together with others, which tend under some circum-

stances to aid the large business m overjxiwering the small:

and under yet others to strengthen the small business at liast

as much as, and sometimes even more than the large.

Unfortunately the u.se of terms connected with busiiuss

is not always consistent. A limited stori' of woids is compelled

to accommodate itself to the ever-changing needs of the market-

place : the context, or verbal explanation supj)lies the chu' tn

the precise meaning in view at the moment : ami, as has bfcii

repeatedly observed, the economist must accommodate himstlt

ill the practice of the market-place.

Two contiguous factories of the like kind and in the

same ownership, but with separate balance sheets, are soiiu-

iiiiiis cl;^t^^ed ;ui separate businesses: while for other purjiu.->C5

, t
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(iissimiliir factories in distivnt places, with separate management H, m, 1.

and balance sheets, arc cliissed as a single business, merely

because they are in the siime ownership. This divergence

presents almost insuperable difficulties to officials engaged in a

censius of manulactures : but it does not greatly incommode

the pri'sent study, which is concerned with general tendencies

rather than specific figures.

On the other hand it is necessjiry for our purpo.ses to make
a clear distinction bet ween i wo chief forms of business expmsion

;

the vertical and the icinzontal. Th" manufacture of any
eoiiiiiKwlity starts from the biusis of the provision of its raw

material. This is regarded as a sort of ground fioor. The
•irst st.iige of operations on it con.stitute, as it were, a " higher"

first fioor: that is followed by a second, still higher; and that

ixrha])s by a thinl, and so on ; until the finished product is

reached.

The product still ne(>ds to be marketed : and the producer,

unless he is working to order, must be re.sponsible for starting

it on its way to "consumers"; that is, those who buy it for

use whether in business or in the household. The producing
tiriu may sell at once to wholesale dealers or other middle-

men : or it may include the " higher " stages of marketing,

and (leal direct with consumers: the line of division between
making and marketing is, ivs has already been observed, vague
am! varying.

WhtT.ever a business expands into a stage higher or lower

than that with which it was originally occuj)ied, its expansion is

vertiail. Instances are, when a printing business acquires mills

to make its own paper ; or, moving in the opposite direction,

sets 11]) a binding and a publishing department to enable it to

ilisixise of its products in the finished state : or again, when
rollinj,' mills .set uji blast furnaces, and open iron or coal

i.unes; or, moving in the opposite direction, un<lertake the

iiiaiiuliicture of steel bridges or steel frames for buildings.

Wiirks which imdertake many different stages are sometimes
i-alled laured.

The upper stages of mixed works have little anxiety about
their supply of material, tor it consists mainly of half-finished

i;TjuiiL-ls ironi the lower ntages of llie same woiks : and the

i1

1

1

1
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-r, , I

n
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216 TECHXICAL INFr.UEXCES OX IXDUSTRIAL AGGREGATIOX

U, III, 1. lower stages are generally secure of a vent for their products in

the upper stages. But a Hriu with limited capital can seldom

undertake considerable vertical expansions with success ; tor

such expjinsions are not easily made by gradual steps.

On the other hand, a business may proceed gradually .uid

tentatively when extending its operations honzontally in the

same stage
; as tor instance when a book printer increases the

size of his plant, without altering its character. Again a

manufaciurer of locomotives may incresise his output, dv

producing more locomotives of the same type with more inten-

sively specialized plant ; or by producing locomotives suitable

for greater varieties of traffic at home or abroad ; or by adding

branches for the production of stationary steam and gas engines.

Almost every kind of horizontal extension tends to increase thf

(internal) economies of pnxluction on a large scale which are at

his command : but, as a rule, an increase in the variety of hi.s

output lessens his gain in this direction ; while increasing hi>.

facilities for meeting the various wants of customers and for

marketing generally. All these general statements will how-

ever be found liable to some exceptions.

A large business aggregation may result from the growth of

a single unit under exceptionally able and fortunate manaijr-

inent ; existing departments are enlarged and new departtncnts

are added till v<ist Krupp or Carnegie Steel Works, or

Wanamaker stores have grown up from a single root. Ur it

may result from the " fusion " (or as is sometimes said thf

" amalgamation ") of several businesses in one. The fusiijii

may be vertical : that is it may unite a number of businesses

in successive stages of the same large process. Or it iiiav

be horizontal ; that is it may unite a number of similar busi-

nesses.

Horizontal fusions often pa.ss through an intermediate stagt

of Regulative Federation oi' Association, or Cartel ; thi' func-

tions (if which ,ire to control the prices, the amounts produced,

and the methods of marketing of its various members; and in

some cases to conduct their marketing for them.

Economies in administration and in production are not

easily obtained by a mere federation ; they need unified owmr-
ship and adiiiinistrati!!!!. A h:iUV.;iv hnns.,- wa-s iisdocd f'^'v^i
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in American " Trusts " in the original sense of the word ; when 11, m, i.

a number of businesses in the same industry agreed to assign
the control of their genenxl policy to the same body of trustees,
wh" administered the wiiule in trnst for all concerned. But,
chicrfy on account of legal difficulties, this form of organization
has disappeared from America; though some European cartels
sc'cin to be drifting towards it.

The name Trust is now given commonly to a manufacturing
or trading company if its capital an.i power are sufficient to
give it a dominating inHuence, extending over some branch
of iiuhistry or trade throughout the whole or a large part of the
countrj- to which it belongs'. This dominating inHuence is

frequently believed to be monopolistic in character : to involve
some menace to public interests; and to call for inquiry,
whether the Trust should be subjected to public regulations, in'

some respects more stringent than those which apply to an
onhnary joint-stock company

; just as that is subject to some
rules which do not apply to a private busine.ss.

A trust may be a joint-stock company which owns the
whole of the businesses controlled by it. But in many cases it

leaves some or all of the businesses, which it controls, nominally
in the hands of independent companies with their own directors;
and merely secures a majority of the shares of these subordinate'
coiiipatiies. Thus it can elect their directors ; and, though it

must leave them legal freedom to act as they choose during the
cominjr year, yet they well understand that their reelection will
deijeml upon their conforming to the general policy marked out
f'T thom

:
so that there is thorough unity of administration.

Local freedom of initiative is indeed commoidy encouraged
;

but it does not go very much further than that which, as
already observed, a huge company sometimes concedes to the
maiiairers of its branches.

One of the most impressive achievements of modern

' Sune would contiiie the name " Trusts " to those larpe companies which
liav. mnamed their dominatiiiK position by the fusion of several independent
biwue^ses

;
and not by the expansion of Miigle busine.sses. The two classes

aiH|-r m some import^int respects. But in relation to the most fundamental
l>rot.lem«, the practice of the marketplace in drawing no distinction between
'" • 'Lcms ;o ue tigitt.
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218 TECHNICAL INFLUENCES ON INDUSTRIAL AGGREGATION

II, HI, 2. technique is its power to handle msisses too great for any force

.vhich wa-s at man's command until recently. But, as often

happens, that which is most wonderful, is not that which has

exercised the greatest influence on the course of evohition.

Those industries which need to handle very large single masses

must necessarily be concentrated in the hands of a relaiively

small number of large businesses ; but they are not numerous.

And a greater influence on the structure of business in general

is being exercised by the economies of continuous production,

especially in regard to things which can convenien*^^ly be made

in vast quantities, though they are not handled in large single

masses.

Some account of those industries in which the vork of trans-

porting materials, or transmitting force plays the chief rule:

and require large continuous rights of way, whether in public

iir i)rivate ownership, is transferred to Appendix H; because,

though very important, they are governed by exceptional con-

ditions, and are not representative of the geneml trends of

industrial dev'clopment. Better illustrations for our present

purposes are found in the steel and the textile industries. The

steel industries dominate many others; and changes in their

uiganization have exercised widespread influences on the organi-

zation of industry in general in America and Germany. The

textile industries on the other hand offer the best instances

of the coi'xistence of numerous establishments, repeating one

another; because the full technical economies of large scale

jiroduction, though not always of marketing, can be obtained

by an establishment of moderate size. The two groups eovtr

nearly the whole ground i>i' industrial organization fairly well:

but they do not touch the adaptation of mechanical proces-ses

to the varying rf(|uirements itf particular indivifluals: ami

therefore a little is added as to the boot and shoe innustiy.

2. JIaiii/ mi(i«r» make /or the edjiauiiiiiu of the 6«.s/«esj

unit In the tttrd iiidt(xtri/, cxpecla/ly in its heavif hninchi'i*.

The central task of the heavy steel industries is the handling

of great volumes of homogeneous t^uid steel, ready to be worked

up into an infinite variety of products large and small. Theit

is no other •,Tt:-iip of indnstries, in which the forces m:iking lor
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the increase of the business unit are promot.MJ in like degree II, m, 2.

by the magnitude of the aggregate volume of the homogeneous
MA material which has to be produced, and by the magnitude
of the individual masses to be handled.

Further, there is no other group of industries in which the
higher and lower stages work tor one another so steadily and on
so large a scale

; and therefore there is no other group in which
large lateral extensions and amalgamations are so likelv to be
accompanied by large vertical extensions and amalganiations.

Iron and coal mines at the " lowest " stage are large users of the
rails and the machinery which come from the higher stages

:

the smelting turnaces receive from the mines at the lowest

stage; and pass on their products to the heavy mills : which
like all the rest are large consumers of high-class machinery.
There is nothing at all analogous to this in any other group of

industries; he steel industries are in a class bv themselves,

just as are railways and water-supply eijuipmcnts, thotigh for

mtireiy different reasons. Let us consider the operations .if

the turnaces and the heavy mills.

The size of the most economical furnace is rapidly increasing:

and Open-hearth furnace baths already have a capacity of several
thousand tons. But a furnace is not amenabK- to discipline. It

will iii)t work economically except at nearly full pressure: it

iiuist be laid by for repairs occasionally ; and, therefore, com-
plete efficiency is to be obtiiined only by the presence in a
single (Establishment of a good many blast furnaces that are
individually of the modern pattern, in order that a business
may be able to adjust total output to varying activities of
demand.

In furnaces and in rolling mills alike the individual nia.sses
to be handled have mostly become so bulky that every oftera-
tion must be performed by mechajiical force : and thus a new
tc'oriomy arises from increase of size. For it rnpiires no more
tiort and not much more discretion, to turn a handle that will
Ht in motion a big electric or hydraulic crane than a small one.
>^iipi)lLi,n-iite<l by internal railways, these traviliing cranes
enable ;i nuuvsive piece of metal to be removed easily, .safely

\m\ iiuiekly from one department to another of larir'e works
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220 TECHNICAL INFLUENCES ON INDUSTRIAL AaaBE0AT10>f

11, III, 2. appliances and just that specialized skill which are needed tor

the particular work to be done.

An economy, characteristic of the present age, is inducing

owners of bkvst furnaces to set up rolling mills; and owners

of rolling mills to set up blast furnaces, or to amalganwit.'

with existing furnaces. It is that of the heat often ta \)v

gained, by passing the molten iron straight from the liliist

furnace to the ct)nverter, and carrying off the blooms from

the converter straight to the mills that are to roll them int"

rails or plates or structural shapes. Again "mixed works

that own mines, furnaces, mills and engine shops can keep

each of the four branches at work during many slack times bv

enlarging and repairing the rails, hoists, machinery, etc. which

all the four need in various degrees. Again the wa.ste jja-ses

of the furnaces, after heating and pumping air for their nwn

use, have a large surplus energy : this can be turned to account

either directly or through the medium of electricity, in working

other branches ; and it thus becomes a powerful aid to " mixed

steel busine-sses in competition with " pure " blast furnace.s and

with "pure" rolling mills. The influence thus exerted on the

structure of the German steel industry will occupy our attention

in Book III'.

No doubt several of these economies have already exercised

nearly their fidl influence on the size of the business unit:

because their economic force is now so great that no concern

that lacks them can hold its own against well-equipped com-

petitors with ecpial access to its markets. The United States

Steel Corporation has already .several sets of mixed works, each

of which is possessed of practically every technical ecummn

which size can give. But the cooperation of these various

sets of works under a single control is said to give it certain

V ]

i

m

I It sboukl however be added that the importance of this advantnge will le

diiuinislied if the production of electricity is orjianizeil, on a vast scale, as now

seeras probable. In that case the economy of by-products at the centnil elec

tiiciil works will be so j-'reat, that a small business may be able to 'nuy its

l)u\ver at less cost than that at which it is obtaiued now by very large busine,-.i«.

exci'ptinH only those which smelt iron-ores. They will doubtless continue to

list' the energy coiit.-iiiied in tlieir waste gases; though perhaps they will appl.v

a larmier part of it in its oriL'inal form of heat to various uses. As ti^ the

services of electricity to the small bu.-iuess generally see Appendix H, "J.
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:wlvantages in marketing, in obtaining progressivi- exjMit II, m, 3.

guidance, and in economy of transport. It can send each

iinler to be filled up by that set of its works which can handle

it best, account being taken of its geographical })osition ; of the

([iiantity <>f work that it already has on hand ; and of aiiv special

fitness of its plant for that particular task. Thus, for instance,

it can be arranged that each group of works shall keej) its sets

(if rolls almost constfintly in operation without being changed;

whireas an isolated rolling mill must frequently change its

roll.'^. But this economy can in great measure be obtained by

other means : as we are about to see.

I •

i
4

.1 Teiuleitcien of Particular stmulardixatinit to become

Gmeral.

The influences e.xerted by the progress of techniijue on the

structure of business, which have been so far noticed, tend

almost without exception to increase the size of the business

unit. But the influences eserted by good standardization are

not entirely in that direction : and, for this and other reasons,

they call for rather close attention.

It was from the first obvious that each milway must have

.1 uniform gauge for the main traffic. But for a long while

iven the main lines of railways in an advanced country were of

various breadths, so that the wagons of one could not run on

the lines of another. The inconveniences thus caused compelled

(General standardization of gauge for all main lines throughout

lach country ; and, with a few exceptions, throughout e;ich

Continent.

Meanwhile consideratiims of its own convenience had caused

each railway to seek for Particular standard patterns of rails suit-

able f<ir the chief varieties of fre<[uent heavy tratKc : and after a

whilt; it became clear that, if General standards could be agreed

<in, rolling mills would be able to ])roduce much more freelv tor

stock: and therefore to give more continuous emjilovmrnt to

their plant and their staff ; and therefore to produce nxu-e cheaplv.

This course, which has been largely adopted, pri'sented no great

flirticulty
: and it was followed by the more difficult and inter-

e-^tuiL^ development of standiirdized 8h:iDe« for structtira! steel.

The use of iron as the mainstay of buikling is due to the
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11,111.8. iiiitiiitive of many men, among whom a chief place must b.-

lussiffncd to Sir Joseph Paxti>ii ; .stei'l at a moderate price \v,i>

nut to b(> had when he planned the exhibition of 1851, and h.

had to be content with iron. But the subsecjuent u.st- «i

structural stefl is largely dui- to a characteristic bui-st nt

American initiative.

Mr Carnegie obiserved that the wooden tressel bridges which

were in general ii.se on American railroads, had no longer ,i

rai.suit d'etre. The Kiiglish practice of using iron for bridges

had been little followed; because iron had been relatively dear,

and wo«m1 had been cheap. But wood was becoming scarce, anil

'.(1 w.is becoming cheap: and the rapidly increasing trartic

\>,is worried by wood's constant need of repairs. So he pictured

the future in his mind and set himself to prepare f<jr it mi

American lines. He gradually trained a statf of engineers t"

plan -teel bridges, test them, improve them, and at last reduci-

them provisi(jnally to standard patterns. Meanwhile he adapted

his plant to producing their component parts on a large scale:

and prepared to put through a complete bridge much iMon-

(piickly and cheaply than anyone else. Next, he applied iln'

same notion to steel frames for high buildings, w-hich were

;just coming into vogue, and which are indeed little more in

principle than vast congeries of small briilges.

But there was a difficulty. Though bridges of similar diinen-

sions and designed tor similar traffic could well be made of similar

pattern, almost every building reipiired individual treatment:

and architects, accustomed to other materials, were not always

able and willing to make their plans fit in with the technical

idiosyncrasies of the manufacture of steel. So the Caniej^'ie

Conijiany developed a specialized stafli' of engineer-architect.s:

and they undertook to design and erect a building which should

meet nearly all re(juirements ; and yet be made almost ex-

clusively of units that were already standardized ; and therefore

far cheajiei', than if they had been made to order. The power

which the Carnegie Company obtained, partly by this me.uis.

enabled it to set the tone to the whole American indvistry, ^"

far as structural steid was concerned. But the very victoiy of

its method destroyed much of the semi-monop(jlistic jxiwer

which it had obtained. And though the average size of the
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busintss unit in the heavy Htecl industry has increased, and is li, hi, 4.

likely to increase
;

yet, the further standardization goes, and

the more care that is given by architects to the choice of

standaid shapes in their si)eciHcation, the better will be the

outlook of rolling mills of moderate size in regard to structural

steel.

The General standardization of rails enables a man to buy a

certain ijuaiitity of rails of a given kind for delivery at a future

time If an organized market price for such rails is established

fniia time to time, he may make such a purchase without any

intention of accepting delivery ; and may expect to receive the

fxcess (or to piy the deficiency) of the market price at the

tiinr as compared with his contract price : that is, the way is

iijH'ii fnr general speculation. This development is indeed

I XL'ciitional. It probably works for good on the whole: but a

cciisiilerable share of the total price paid liy railroads for their

rails is intercepted by speculative dealers. The general tendency

lit' their operations is to render prices more steady ; and in so

far as they do this, their gains are well earned : but there have

Ik'eii occasions on which it has appeared that they have artifi-

oially stimidated fluctuations; and in such cases their action

has been harmful to consumers and producers, whether they

themselves have gained or lost on the balance.

4. A partial ttpicializntiou of {Mirtlcnlar csfahlixhnunfs

ill rirfaln braurhcx of the Med itahi/ttri/ has long been itt

jirotjrcnK, jMnf/i/ under the influence of viutual nmler-

"ffuiilinffn : and it hat reeeived a great impetna from the

fj-ptrleneet of the indiistri/ under State control during the

i'orld-war.

A spirit of order has long been spreading over British stt'el

rolling mills. Soon it will be true that " the producer can
cheapen the cost of production, because he can roll considerable

4iiaiitities of ;iny given section at one time, and place in stock

any surplus with a reasonable prospect of its being required.

J'ho buyer can feel sure of obtaining the seeti(Mi that he

iwiuires from one firm or another with the least amount of

delay and at the least cost'."

' From Mr Hawkins' Presidential Addres'* to the British In.'ititute of Civil
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II, III, 4. Such sjK'cializiitinn i.s not (|iiitc iw cusy in all bmnchts (,t

the HtiM'l Indimtry as in that of rnllinj,'. But it i« even iimn

urgently noL'dfd in sonu' l)ranch«'s; and it was making Cdnsidrr-

able j»ri)gM'ss, even before the exigeneies of the world-wiir hud

eulli'd for an output of certain classes of munitions in gn-iitir

volume, and at higher sjieed than had been reached in any

similar Cfise before. The Minister of Munitions became in iHi

n

autocratic controller of every business that c(»idd take |)ait in

the work ; and many large establisliments were set up for thr

occiwion, chieHy in places where there was abundance botli it

room, and of the unskilled labour of men, women ami childn n

who could perform elementary tasks hour after hour iimlir

expert sujjervision. The methcKl is properly regarded ii.<

American, because America has devek)j)ed it in numerous in-

dustries further than any other country hiis done: and frnm

another point of view it might i)roperly be called British:

because it is biused on Babbage's famous observation (A.D. 1h;12i

that in a large factory " the manufacturer by dividing the work

to be executed into (liti"erent processes, each re(juiring dift'iitnt

degrees of skill and force, can purchase exactly that jirtciN

(juantity of both that is necess<iry for each process." But it hits

been carried out so thoroughly in the war-nnmitions industriis

as to arrest public attention, and give a powerful impetus to a

movement which had already made much progress. It will

greatly ati'ect the further advance of technique, and the cxtendwl

organization of bu.siness: we may therefore stay a little to con-

sider its peculiarities.

The inHuence of patriotic .sentiment has enabled the i-ni-

jiloyer— in this case ultimately the nation—to carry Babbat^is

KiiginetTH, lilOl. Hi' continu&l : -"yy^ trailc iiud interests l.eiiij,' niiiii far

rt'iichinK and world-wide thim tlioKc of iiny otliur coiiiitrv, mftkes the ((UfstioL

ol' stuudardiziition more important, but at the Mime time more dillicult fur us.

'

The American Society of Civil Kn^-imers had led the way, (iermanv iuil

followed, and later the fonr IJritish Societies chiefly concerni 1 R;,Teeci to ajif oim

joint committees to take e\idence and rccemmend standard section- fur

(1) Bridges and K'inL-i:il construction, ('-) Hallway rolling stock iindeili::me?,

(:<) lUils, (1) Ship.s. He noted that Germany had (IT standard seeti.Mis iiuJ

America ,;,iil 49, whi'ieiis i.'ritain u>ed lio fewer than 170 ditTi r. nt sciti.in?.

But in the early years of this century great progress had been made in this imd

similar directions by efforts of tlie industries themselves ; and by those of tiir

National Physina! T,ahiir;itr.ry =r.^^;,-xhnt r.v, th" !ine^ ef the rhyriki!i=vh-

technische-lteichHanstait i:t Charlottenbure; and by other institutions.
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hint liirthtr than it has .v, r 1,,.,.,, eani.Ml iMfun' : esiK-fiullv in n. „,. t.

an o|(i cuiiritry, whore (as was .,1,s.tv.<1 at th.' .nd „f thr "last
rh,i[.;.r) thus., wh.. have a(,-.|iiiiv(i special inaniiai «kill air iii-

rvitahly seiiH'whaf, jralotiM o» t.-chnical iiiiprowiiKTitM that U'lul
•o narrow the sphere ..f their sjM.cial nsffuliifSN. There are in
tact very few .K-ciij,ati..nN. in which every ..p..ration p.^rturnieil
bvskille.l workers makes demands on their special skill. Sonie-
tiniis ;i„U.ed the skill.'d artisan has an assistant, who learns to
iM<.\e tliinj,'s into their proper places an.l do like small tasks,
without distracting' the att.Tition of his chi.'f. Hut such ar-
nin^jcinents are profitalile, only when th.' total aid ^'iven hy the
assistant savesaconsi(ieral)le part ofthearti.sjui's time: BahbV'e's
principle is not (Pix^rativ.. in oth.^r eases. VVhi'n how.-ver highly
finished and accurate pnwiuc-ts are recpiired in vast .piantities, i't,

may he i.nicticabK- to jmss a great tiiimber of them over to an
unskilled worker who givs his or her whoh- time to jMrforminy
>-nie siiigl,. operation on each. Tnder the emergency of war,
'ki!!><i artisans have wnenrred in such arrangemei'its, even
I L;h contrary to custom.

Fnr instance, the inannfactnre of shells iluring the w<,rld-war
!ias iv(juired millions of wedges to be made, .so finely tapered
'hat the wi(h'r end of each is only about a th.msandth part of
n inch broader than the narrower end. But an accurate ring

'iav.ntr been made .stich that the narrower ,.n,| of a properly
^'ia,ie wedge can enter it, while the broader end cannot pa^^s
:hrn.iir|,, the task of testing the wedges, instead of being or f
-ipiynie difficulty, is brought within the competence of ;i careful
hiM. A child might be careless: but the task is well executed
by un..killed adults

; and similar arrangements for the economy
t skill..d labour nnght be extended, wherevr the aggregate
"'"me of each such simple task to be performed in any one
•sial.iishment is .sufficient to justify the setting up of .special
P>'vis,„„ tor ,t. That may be effected in the future naich nio.v
^.r;'cly than in the jKist. as a result of the allied tendencies to
-x^et, though plastic, .standardization; an<i to the specialization
;'f '•'•nsi.lerable .'stablishments on particular tasks in a .single
'arg. |,n,(.,.s.s. Thus a .steady demand for vast numbers of

i ^^ ''^= iiiuauicd tne wurk oi the jiuman hand,
-m.wliat in the .same marmer as it has that of machines. It
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22«i TKCHNMCAI, INFM'ENrES ON INKISTKIAI, A(i<iKEl»ATION

II, III. I. ciiiibli'H numiToiis iiiiichiiif!*, t'lich nlntivcly Hiinplo, th<)iit;h ». im-

iiiitumiitie. to hv Met, lip «'iich uilapi. d !-> oiir wpfciiil Uwk. mvi

c'lich Wiirkiii^f .stfiulily willi Imt liftlr ii i tur .s»|»Tvi(.ii.ii'.

The fi'iitriilizfil ciiiitiul of the iiiimitiuiih imliistiits ha,-. I),, i;

iiidi'd by MO much iiiisclfiMli iii.rKy, th.it it m«tiii« to h:i\. Ih.i,

hut little iirt'cctfil liy that coiiiatos.' slnckii.'.'^M whu-h rn>|ii,.|iil\

hiiidt TH UoviTiiiiieiitul iiulunlrirs troiii iciijiiii^' ihi' tiill tiuii^ u|

thfir iKlviiiitiigf of poMition. AikI it has tiKu>Mt| iiki. ,„..!

iitli'iition on thf tcoiioinifs tliut miiy In- att.iiii.ti by .tuch i,.,,|r

rative iiiKifrstaiiiliiiK^ aiiioii^' bu^siIlt•s,slH in the saiiu' branch !

imlustry, as would cnabl.- rarh of th. in to ailjusl it.s |ilaiil ;iii.|

its arran^'i'inrnts to a sin^lf task : or, at |.-ast. to a siiij,'!.' Miml

tjroup of tasks.

Fi> instance, though sliip.s of any particular I'haractn ,ir

not needed even by the thousand, the British (iovernnient li.i«

found it worth while to indicate a few classes of stand.uilizt'l

ships, which are suitable to present conditions. This niensuiv

is specially adapted to the nr^'ent need for lai>;e output in tiin-

' The foUiiwinn ohhcrviitiollH iirf tiikeii from Thr Time* Kii:iincfrin<} X-/;.;:,

iii.'iif, April, 1917 :
" N" "h"!' nninaucr. tlimivrli |ii)^<-<.'K.std of mi on^-mM aiw

irivi-ntivf ^'ciiiuM, backed up by expfriincc, coiiM have anticipiiti-l tli.- iir.>i....c;

<:luiii(ffh wliicli the aeiimnd fui munitioiiM has brought about in the ,leM.]i- •'.

machine tools. Lexn than thrw year.s a^o nearly all the machine t..,.!^ in u-

requir.'d experienced men in charge. Yet they were ill-suited fui miiny "f ll-

new dutiefi imposed upon them. ..iinpn-iiiK as they did elements fitting IIkiii i r

purposes of gineral utility without proMiluig for hiKhly rei».'titive pioiluctiou.

Some uiaiuifaeturerH have been able to .-upply very simple Mngle
|
uri,..-

machines in batches of several hundreds for a single shop. In eors.ipiim n.i

only have new workK been built, but old firms hitherto engaKed in olli.r ii;

dustries scarcely related to this class of work, in the in.'tal trades, for i x.uiiplr.

have liikeii ..ver some sectional j.nrtuin.. of muuitioUB from the coiitrnllf.i -hof-

until such time aB they could obtain the tools neces.sary to enable theui to ciirn

out more extended tasks. In some instances these firms, by availing tbeiii-i Ivf-

of instructions supplied by ilie builders of the machine tools, were tluKs vua.\>'x\

t.> get together a stall of girls or lads, with a few skilled supervisors, soon cipali..

of producing an enonuous output of accurately gauged parts. Macluuists uevtr

leali/.ed before how many ways there are of attaining identical results."

For instance, " Machines for producing IH-pouiider high explosive .slulU o

olusively have been evolved from the multi-spindle design of automatics. One

design deals with the exterior work only, the other with the interioi. A p lir -

1

machines, each reiiuiring only oue attendant, turn out a shell compU te m -i!

minutes. The one which deals with the internal operations has eight siiiiidir

for holding shells, and a sutticient number of tool spindles in opposiiioM fc

pcrfornun^ 19 ;-parat« f:;iirti=.ns, rompriHiug drilling. facioK, r.-a.i.i: am

threading. The machine which deals with the exterior work has six spuijlt-
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-plwir: atiil thtm- in iiuw Mome Konoral (i^fn'.-tiunt that r\,-\ in n, ,„•, i.

tiin.' "( |.,ncM" ..Jich Nlupyiini uu^ht iulviintiix.'oiiHly cdiimitmt.-
lt^ rti.rK'ii's on a limitril nuiiilxT ..f classes of .ships ; ..ach ><f

wliiili -h'ltild Im- .stan(lariii/.f.| jus far as was jM.N.sihl.-, c.iisist.iitlv
«iili ,|iiirk rra.ijiistnn-nts to i t chan^'.'s in t.rhni.jiif an.l in
tin r.inilitions of niaritinic tiattic.

Itiit in tact th.' ntanilanlization of coniiM.n.iit jtiiits is at on.'.-

m.iiv pn«luftivf of .Tononiy and l.-ss h.i.stil.. to progiv.s.s than that
ol rninplox strnrfiuvs. Tho sain.- sti.ndani Kinl.rs aiv n.srd
rtitli iidxantag'' in th..u>ands of diH'.'ivnt sorts of loiildings. ami
applianc.s tor nsf on land and s. a : whih- th.' siim.' slan.lanl
MP w>arc lis...! f.,r hundr.'ds of thousiuids of .lifftMvnt pnn.os.'s:
aii.l this contrast is of special sij,mifican<v in r.'piril to thf cori-
t'-' Ixtwoen giant hnsin..ss..s an.l thos.- of tn.wi.Tat.' si/,.. For
.V. II th.- Iarg.-st i)iisin.ss has but a .small output as conipar.'.!
»ith that of an industrial coiuitry ; and th.Mvfor.' th.' small
pnuhicrs can oft.'ii huy particular cmixni.'nt.s, that ha^ .• ix-t-n

lua.!.' ti.r ..p..n mark.'t by aid ..f larger .•cotiomi.-s of ma.s.siv.-

linnliiction than an- at th.- cnimand of any sing!., busin.'ss'.

Sfau(lar.lizati..n is lik.'ly t.. attain th.-'high-st p.-rfrtion in
th.c;.>,. of a pro.|uct which has b.-.-n long in us,.; ami of which
Wh th.. comj)on.'nt parts an.l th.- g,.n,.ral -l.-sign haw btvn
.^iii)i.rt,..l t.)'l.)ng and vari,..l trial: I,.r in such a easo the e.xp,.ri-
<n.... nf the multitml.. ,.v..rt..ps tho Hnost imagination of con-
stiuctiv.. genius. Hut, .,11 rare .H..casi.,ns, thcr,. may !).• an
iinp,.raliv.. need tor su.lden massive pr...lucti,.i,. which allows
II- tun,. f..r protracte.! e.xp,.rience. An instructuv instane,. of
iln> kiii.l occuri-i^d wh..u America ha.l unexpect.-.l ..ccasion i,,

i'l-'Vhl, a large .supply of a,.r.)plane.s. .)n m.nlels, which the ,.x-
iMri.iu'.s .if the war had brought t.. the fr..nt.

.Srvrai .-uiineiit American engin.-,Ts '•po,,K.<i" their fliculties
iM""i-rtod..vise a g,-neral plan f.,r the .ommiical an.l rapi.l
i-^mstiiirtion ,.f a.Toplane .-ngines by meth..ds .specially appru-
I'liat. t„ th,, American g.'iiiu.s. They pr.-po.s..,! to ImiM th..

'
Hi. N..rth-Ea8t Coast Institution of E.igint.ors and Sl.iplju.lders have

.^'.... ..n a solu-mc for the st.iM.iar.lization „f rfoiiuocatiim- trip!,. «,u.n-io.,
'"^".--. tl„. principles .,f whic-h nmy probably 1,.. ..xte,„Ie,l to oth..r tvp..« of

^, !',',.

r.'.'" '",'".'"!' ""';'''"''''« en,ploy,.d on .Hhipboard. It is intended that tlie

''r ,

;
' '""." "^ '""'J^'''. <" " 'evisiun each year l.y ,ui e.xpeit eomniittee"I"' ..i-iuinrin;/ S„pi,l,.,nait, February, 1917.)
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11,'ni. r,. engines in various iikkIcIs, each using the same standard cylin-

flers, pistons, valves, cam shafts, and so on. Thus the parts nf

wrecked eight-cylinder or twelve-cylinder engines are to be

interchangeable, and a new engine could be tusseinbled from the

parts of wrecked machines'.

.'». Recent tferefojmmitH of the means of annmimlcdtioit

hare far'ditated the escape of a large Irtmness in a hem-ji

indmtrij from the constraint imposed hy lack of sitace for

cfpatrntm.

We now pass to a side issue, which has recently become of

some inii)oriance. It turns on the ditierence between bu.siiusscs

which, by building high, can employ a large number of operativ. ,<

on a site of moderate dimensions, and those which cannot expaml

so iis to avail themselves of the full resources of modern technimi--

without access to large spice.

The lighter sort of manufactures can generally accommodat-

a great number (jf operatives, together with machineiy, in liii.'h

buildings on a relatively small area : and in cast; of need, sufhcitnt

' European aerial engineers assisted in forming the plan :
liut it was dtcidrJ

not to aui.pt any European model ; because liritinb and French niachiiiLs, a-

a

rule, are not iidapttd to American nianufactutinK methods. They are Ijigii;)

upeciiilized machines, requiring much hand work from mechanics, who are almost

artists. Such men are relatively scarce in America: and therefore exact

mechanical standardization was applied in American fashion to do as iimcli

of the tine work as was possible. But it was found that some linishiiin work

bud to be done by the hand at the last in ahnost every case.

Since however cylinders, pistons, and every other part of tin motor hai betn

standardized, they could be produced rapidly and economically liy a great nianv

factories operating under Government contracts. They could be as raiiidlt

assembled, either liy these plants or at a central assembly plant.

Rapid procedure was indeed rendered possible liy previous studies in liritain,

France and Italy, as well as in America: for the war-demand for aircraft lias

been too sudden and intense to be left to private enterprise. For instance, a

group of the ablest liritish experts have served as " The Advisory Comuiiltec for

Aeronautics," under the presidency of Lord Kayleigb, to study, by aid ol'exwn-

merits at the National Physical Laboratory and thf Itoyal .^irciaft l':i<t"ry,

muiters relating to aerodynamics, to engines, to materiiils, to strength of c-jH

struction and lUsigii. etc. Their lieport of l!tl7 speaks nf experiments »iiD

(lowerful appliances as to longitudinal and lateral stability in tliglit ;
as to

various types of magnetic compasses and ..ther instrununts : as to the durability

(f fabrics under various conditions ; as to ulumiiiium alloys ; us to the location

of distant thunderstorms and ttieir progress, etc.

• i
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MIGRATION OF HEAVY' IXDUHTRIE.S TO OPEN COUNTRY 22!)

space for extensions can generally be acciuired close at hand at II, ii, c.

a price which is not prohibitive. But heavy industries must do
nwirly all their work on the ground : their machines are bulky.

and most of their movements arc effected by small railways,

totr. ther with overhead gear. Therefore, even when a c<msider-

able .space for expiinsions ha.s been provided at starting, a

successful heavy bu.siness is likely ere long to need more sjwice

than is to be had on rea.soiiable terms in a crowded district.

But some clas.ses of operatives used to spend high wages
idimwhat crudely: and they were not easily attracted into the

country
: for this and other reasons even heavy industries were

.sliiw to move away from densely peopled districts, until pre.s.sed

by the recent expansion of the busine.ss unit, and aided by th»-

tflephone and other modern means of communication among
busine.sses at a distance. Meanwhile the working classes have
biCi'me better educated, less addicted to the coarser enjoyments,
anii more appreciative of the ijuiet of a many-roomed house with
a garden : also the advantages of working only on a single floor,

have extended from tii-st stages of heavy industries to others
tur which a firm basi m the earth is not absolutely neces.sarv.

It has become increasingly convei'ent to cover the whole area
<>i wi.rk with overheail gear capable of moving along and at right

angle.s to the main line of each building; so that it can take up
materials from any part and set them down in any other'.

(i. IllustmtionH, (Irnini/rom textile and hoot inditufrits,

of ilurt-xe influences n-hirh partial sfandart/ixation an<l
)>jt<ri(ili-M(inn exerf on the xi-e of the hminemi nnit.

We have seen how the application of water p)wer to

simining collected that branch of the industry into factories,

' A few detail* may be added. In some oases each building of the works is
in a.l iitioQ surrounded by railway lines of normal gauge, and perhaps jwriiiuit, d
by !i;iuuw KSuge lines for special uses: each department of work can have its
ow'i pioviiicf

;
often so locatid as to be in contact on one side with tliiit from

wliicii It 18 to receive material, and on the other with that to wliich it i^ lo
<ie-Avi. Ample space can be ;.iken for the works at starting ; and .Uniost un-
limited eipaiisions can be arranged by eulurxing the original simple buildi-ig
eitii.r lonnitudinally or laterally or both. Walls un- iieoded only at the out.-ide
of a ^)UlMm^, which may cover an acre ; for the roof, as well as overhead and''-• ^'rif, ciiu bi; supported on liteei piiims.
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230 TECHNICAL INFLUENCES ON INDUSTRIAL AGGREGATION

II, III, (i. while hand-weaving remained in the cottages : but the power-

loom needed factories. At first it was a rough and untrustworthy

instrument, likely to deal harshly with the yarn ; and the only

people who had the technicjil knowledge and other fiicilities for

the management of textile factories were master spinners. 8o

the growth of machinery .seeuied at once to crush out the small

man, and to bring under one roof the successive proce.sses of a

great industry.

But all the while machinery was pre[)aring the way for

undoing this vertical consolidation : for improvements in spinning

gradually enabled yarn to be made with such ab.solute certainty

and precision to any standard re(piirement, that the v -aver

'ould buy it in open market, or even contract for it in advance,

with confidence that he could get what he needed ; and the

loom became both more powerful and gentler. These improve-

ments have continued by innumerable small stages down te

the present day, an<l now the element of routine preponderates

in cotton spinning mills, and in weaving sheds for staple cloths.

The size of such factories is not much influenced, at all events

directly, by the progress of techni(pie : for that is not increasing;

matirially the expensiveness of the plant reipiired for the best

work. But the growing efiicioney of the plant is increasing the

floor space, the engine power, and the quantity of machinery

required to give employment to a given number of workeix:

and there are larger Ciills for organizing faculty, and for some

ready initiative in throwing out machinery which hiis bi^en left

behind by recent improvemt-nts. These branches of the cotton

itidustry are excellently managed by strong, but simple men;

and again by joint-stock compinies, some of which are largely

in the hands of working-men and have something of the

character of cooperative societies.

On the other hand, the manufacturer of finished cotton goods

of other than the standard patterns must ever be watchful,

supple, and quick : for variations in demand for different cLisses

of things in his trade would prevent the work of each nne

of his departments from being fitted in exactly with that nt

the others, however steady his aggregate output might be.

And, even more than organizing strength, he needs the faeulty

of reading coming events in a relatively narrow thoroughiaie

I i I
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•ill

of the world's business, and turning to the best account the 11, in, 6.

flying opportunities which are offered by his changeful relations

to men and things'.

The woollen and worsted industries deal with materials

which are very variable in character: and nearly all their

prmlncts, except such things as blankets, are made for consumers

who are imder the influence of western fluctuations of fiishion.

Merinos and other short fibred wools, which are used in " woollen
"

stuffs in the narrower sense of the term, are often mixed up

with shoddy and even wound around cotton yarns : and no

manufacturer (i.e. maker of stuffs) can be sure of getting exactly

the description of such yarn as he wants, except by making it

hiinst'lf. As a rule all the various stages of woollen cloth

milking (exclusive of dyeing and finishing), are carried on

together in rather small factories : for they yield no very great

I'cononiies of production on a large scale, and individual care

and judgment as to details are incessantly required.

'llie worsted industries, which deal with long staple wools,

iuc organized generally on similar [)rinciples to the " woollen
"

(in tile narrower use of the term), except in one important

MiatttT. The unravelling and smoothing out of long yarns

retniiic an elaborate process; which is, as a rule, that of

• lomhing " : the short yams mingled with the long are taken

"Ut: and the long are made up into " tops"; that is, smoothed
bunillis. This process re(iuires exix-nsive machinery, which was
tor the greater part invented in England. It is worked by very

powerful films, and the tops are sold to spinners and others at

hi.nic and abroad; England thus returning some of the obli-

jrations, which she has incunvd, as a conseijuence of her own

' Tlicrc is much of iuterefit on this .anhject in Chapman's Thi- I.tiiicdili'ii'

f'"t!tm IiKliintn/. He observes that tho complete command which Lancashire
offorR to tlie manufacturer of any surt of vuru that he may need gives scope to

tvtu V, rv smiiU men in mannfai-tnrinn specialities. They " rent building's aiul

'liiiniiii.',' and produce sue essfully in a small way. Sometimes several firms
may 1„. found in one building " (p. 103). Schulzc-Citivernitz, Cotloii trmle in

tmiliiiitl ,iml (HI the Continent, presented a vivid picture of the advantage whicli
tile liifli orcanization of his markets gave to the English textile manufacturer
"Vtr his Continental rivals in 1H'.I.5 : but the organization of their ninrkets has
ina<ii- progress since then ; see Landauer, Handel und I'rodiiklion in tUr liaum-
iii'n.iuttwtrir, iyi2. JlalUlin 74 of the Bureau of the Ceiiaus of the I'nited
States HIO."> eaks of the hindrances to trade, which anse fioin the lack of
ii'ieijuate spei-ialization in the American cotton industry.
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23. TECHNICAL INKLUEN'CES ON INDUSTRIAL AG<JBEOATIOX

II. HI, (i. inertia, and of (tennany's systematic application of clu'iiiiciii

science to industry'.

The arts of dyeing and finishing all kinils of textile niateriaU

began to make mpid progress about the time when the power-

loom was coming into general use ; and, indeed, partly m
consetpience of the great increii.se in the volume of the t'xtilf

ind'istries that resulted from it. It soon became clear that thf

resources of a cloth factory could not offer nearly as great a

variety of refi'i 'd finish, iis could be got by large firms, each ot

which gave its whole energies to a j)articular form of finisliing.

Every such firm, or rather company, is equipped with vast ami

various special apjwiratns, and with high technical skill. It can

tlius bring the appropriate jmrt of extensive technical t\n\v>

to bear on each task, which it undertakes: the same hiifhiv

specialized task often needs to be performed at about the s-.ww

time on a great variety if goods, coming from many custoin(;r>

and desig'i. ' for many purposes; and thus it is able to obtain

many of the advantages of continuous process, even in regani t'

small transactions*.

M(Klern textil.' industries are in the main the products ut

British thought and method : the new boot and shoe industriis

are distinct ively American. They have developed with marvelloib

thdroughnt'ssthe notion that standanlization,adapted totheinaiiv

various wants of consumers, is an economic force corTespoiKJiii'.;

within its own sphere to the standardization of parts ot ma-

chinery to meet che varying requirements of particular machiii'-.

Not many years ago every well fitting bout or shoe was adjustiil

in each <ii'tail by individual can- to the shape of a single todt

but now the call for individual juilgment in the industry i>

almost confined to the econouiieal arrangement of shapts i«T

various portions of boots or shoes of different sorts and sua-.

' The to|n are to .•oiiii' extent Mtauilardized. under tlie direction of tht

Bradford Comlitioninn Homsc : but here, as elsewhere, the needs uf sjiiif

iiiaiiufacturers cannot lie met liy any jadytnont .esH subtle v.nd careful tlwn

that of expert buyers in their own itnplovnierit, who li.indle and t'^t lufir-

acceptinj;.

^ Clapham's UdnUi'ii mnl Hl^<^l/ imln^liifH is n model study. Sie ai-"

Weld, " iS]!. cialization in the woollen iind worsted indu-^tiy," in tlie liirr^mi

•Jouniul nf /.VoHiiiHiVf, N'lv. I'.tl'i. L"ndauer I.e. is speeially instnictive ;i^ :'

the (ierniun tinishiug industrv.
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So a multitude of stee! plates, each corresponding to some jxirt II, iii, 6.

ot ii boot or shoe of some one of tlie luaiiy sizes and shapes iti

viijjue, are laid on a hide or skin ; and adjusted to its irregular

shape in such a manner that they cover nearly the whole of it:

iind the hide or skin is cut up along the boundaries of the plates.

Then machines enter the field, and require from their human
associates little more than careful feeding.

A pa.ssenger in the Mayflowm' founded a boot and shoe

indiistrj' at Lynn, which .spread over Ejistern Massivchusett.s'.

In 1H45 the industry was highly organized, with much staml-

ardization and division of labour, but mainly on primitive

lines. Then canu' a long series of brilliant mechanical invi'ii-

tiiins, which reduced the direct labour cost of a boot to less than

a tenth of what it had been: and hand labour practically ceased

fruni the industry. Hut pe<^])le's feet vary much, and in order

to enable a machine-made boot or shoe to compete with one

made to order by hand, the .standardization needed to go on the

iijiposite route to that, which it may best follow in making

ai,Ticultural implements or watches, or other things in which

human needs have little variety. In America, though not else-

where, each factory makes, as a rule, only a single chiss of boot or

shiK',— it may be a high-cliiss boot for girls, or a stout boot tor

working women— : but, whatever the class is, it makes each

ijimlity and pattern in '" sizes " and half sizes, and in si.x or .i

do/, n (litferent widths. The result is that while the work ot

each (>j)erative is very simple, the total output is so subtly

oii^anized that the needs and tiiste of each individual consumer
an

. sivf in a few exceptional case.s, met almost iis delicately

and thoroughly as they could be by the careful thought of a

skiiltMl artisan.

The machines required for each stage of the manufacture
•uv \iry numerous and e.xpcnsive. Many of them are j)atente(l,

and titlicr sold at very high prices, or hired out at charges

aii|iortic(ned to the number of times they have been u.sed, as

iiidir.iti.d by automatic registers. Its high capital charge would
prohibit the use by a small manufacturer of a machine, which
jiirforins only one short operation, but can do it for a great

See a sURK'Pstive study of t!ie boot iind shoe induativ in lifmrt of Tirelflh

' .'|M„ u/ (/,f (-..s-.j. 1900, vol. VII. p. 7-''.4.
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234 TECHNICAL INFLUENCES ON INDUSTRIAL AGOREGATIOX

II, III, 6. number of boots : the practice of jKiying in proportion to thf

work done, puts him on a level in this respect with a more ix)W(itiil

rival. Thus the technical efficiency of the boot machiiurv
organization is of the highest order : but the power, thus ob-

tained, hivs been turned to harsh uses, by " tying clauses." As
we shall see presently, these resemble Deferred Shipping Rebate,
in binding a customer who makes any use of the aid of a pir-

ticular business, to abstain from obtivining aid from any rival

business
: such action tends to create a harsh monopoly.

The number of busines-ses that manufacture on a small scale,

or devote them.selves to subsidiary processes, is diminishini;

generally. But the purchase of ready cut soles, and of .some

completely manufactured /xjrtv is on the increa.se: by this arran^'e-

ment, manufacturers " get the grade and weight they want, save

one operation, and do not have on their hands sole leather that

they do not want'."

A large manufacturer has however considerable advantwge
in retailing. He can open many shops in the .sjime city, in each

of which a customer's taste and fit can be iiscertained ; and if he

selects a style in which exactly the right fit is not on haiirl.

It can be ordered by telephone and sent to him from a common
store in the course of an hour. Thus he procures custom inore

easily, and at less cost for marketing, than if he kept a full

sujiply of everj'thing likely to be needed in each of two or three

giant shops. It is however true that this full standanlizatidii

enables any retailer, with a considerable stock and near to a

large wholesale stock, to market efficiently and cheaply
similar lines-.

on

' Report 01 US. A. CeimiM „f 1!K).5, Bulletin 72, p. 12.

- Similar r.niiiiks apjjly to other kinds of noods ; see Appendix J, 2 and 4.

The Keneral trend of this Section is continned in chapters vi and vii of this

Book.
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CHAPTER IV

FURTHER TECHNICAL INFLUENCEiS ON THE SIZE
OF THE BUSINESS UNIT

1. The expnnmon oftlui bimnesH iinit in iiidmtries irhich 11, iv, i.

hmulk continuom streams ofhomogenemis matrrials is being

jiromotcd hij new economies apjiertaiiiimj to uniform and
roiitiiiHous process.

\Vf now pass to a j^roup of industries which handU' no lar^'c

Hngic mass: they havt- littli' kinship to the higher stivges of the

stofi industries, but they closely resemble the lower. They
turn their material promptly into powder or licjtiid form, and
keup it on the How through many consecutive processes.

During all this time there is very little for the hand to do,

' xccpt to turn certain handles, etc., at the right time ; and not
virj' nuich for the head to do, except in thi' organic planning
and masterly management of the whole.

Thus paper-mills and Hotir-mills deal with raw matt-rials

already in shapes easily handled. They turn the logs of wood,
iir the grain, into a homogeneous Huid or powder, by a series

itt'iirocesses, which are automatic; and require little more effort

lit thought, and not much more effort of hand, to make them
available for a vast output than for a small one. A small paper-
mill may thrive in such a place as the Black Purest, where a
-tnam of water grinds down logs from the adjacent woods into

pulp; mixes it with gluten, etc.; spreads it over rollers; and
at last (iilivers .t as made paper, without being touched by a
tinman hand. There is here no waste of labour : but the .sime
«ii(«| could have been turned into a better paper, with little

further outlay, in a highly organized mill. And the growth of
large nulls at the expense of small is steady and rapid.
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n, IV, 1. Similarly with rrj^nnl to Hour-inillH. The farmers in the

wheat <listricta nf Aim-nca, solid grain tor local consunii)tiini u,

hi' ground into coar«f Hour in old-fashioned mills, each ot which

is commonly worked by its owner unaided. But all over th-

western world the economy of the large mill in grinding fm- th.

market is irresistible.

Modern tlour milling is Hungarian in its origin; its lattr

di'velopment was characteristic of American resource. But

some mills in British sea-ports have overtaken American

pmctice ; while they have an advantage in mixing their grains

and make the virtues of the various kinds supplement nrii-

another. A big ship holding many thousand tons is Hoatd

against the walls of a mill ; the whi'at is nuwle to tlow in an

endless stream from the ship to the upjK-r floor of the iiiill.

No hand touches it. But after a time all its various impmities,

each taken out by a separate process, are delivered to their pr(i[hT

comjMU-tments ; and Hour from any desired mixture nf wheats,

by a selection of any desired jmrts of each grain, is delivered

at the end after having gone through a scr)re of sepanite

processes'.

As a uniform [jowder or liquid can be jwussed from oiif

' Miiiiy otlier liouspliold commodities, such ai) eoco.i, mu8tard, and soup, tiif

siiiiil.irly made in vast honio^'eneous qiiantitieH : but the influencex which the

technique i>( their production exerts on the size of the business unit is supple-

nieuted by, and iicrluips even subordinate to, coonomin of advertising on s

liirge >cnle.

Cement belongs in )iart to tlie same class. But local firms often have sp«:i»l

advant»K('s in supplyinj? particular markets with so bulky a product. Moreover

its raw materials vary locally : the demand for it is evtu more irregular than

for most other i.iiikiin- matoiials ; and the sustained series of perijleiini

episodes of it-> history in Enttliind, America, and above all in (ierjiiany,

obstruct any iittempt to use it as a basis of generalization.

Another cla.-s ol diHifulties hinders deductions Horn tiie histories of the t»o

gnat groups of chemical industries based on salt and on tiir ; of the marvellouj

lew dt velopments of the gl i s industry ; and again of the industries connected

with high exphisives : for they are all to be regarded in some respects as braiiche?

of advanced chemical research rather than of mere business. Again tfni-

graphical causes alTtct the structure of the industries based on salt. A factor}

of liigh explosives requires a cirtaiii seclusion, which maybe inconvenii-nt w

a tirm too small to rely mainly on its own resources : an effective guarantee a-

• ) the purity and correct admixture of the materials used cannot easily h: »;ivfo

except by ii 1 ir^e tirm : ami many diverse advaiitages are united in suili an

iindLTt;ikini; :is that whicii Sir .\iidri w Nobii s|.read uver a iaige aica of aoiU:

sai.dv Ian 1 ii. .Scotland.

I
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automatic apparatus to aiiothiT without the aid of the hunian II, iv, i.

hand, and emtTg*' at tiie t-nd of a long courst' transfonned and

adapted and tranafortuod n^nin in a score of dirt'erent op«'ra-

tidns; HO also pieces of steel, set into an atitotnatic complex of

machinery, can emerge atitomatically transformed into a cycl<;

wheel hub, or other complex thing. Here might seem to lie the

limit of consecutive automatic machine work.

Hut the economy of con.secutive highly six-ciajized opera-

tiiins can be carried much further, if a series of operations is

.>iiib8tituted for a series of mjvchines, and the product to be

worked upon passes automatically from one to another in acon-

tinudus series. This idea was embodied in the organization of

the Chicago meat-jKicking firms. No two animals are exactly

alike : but yet when an ox or a hog, suspended from a rail,

piUHses from one t)perator to another, each performs one definite

(ifieration on the same part of the carcase, with a iiuickness, a

certainty and an efficiency which rivals that of the automatic

machine. A minute element of judgment is demanded from

the ii|x'mtor ; but in the main he is, in his working hours, a n)ust

excellent and economical machine, and not much more. This

idea has jwvssed over into other industries.

A step, which may prove ultimately to exert a j)rofouiid

intlucnce on the structure of business in some engineering

and other industries, was taken when this method of the meat

packer was adapted to the needs of setting up the com[K)neiit

prts of an intricate mechanism. A striking instance of this is

that of the Ford motor works. A standaixl form and size of

chassis having been adopted, all its component parts are made
ro standard shape by automatic machinery. These appendages,

etc. are stored, each in a seiKir.itt' compartment, connected by a

>^li<lf running down to an appropriati- place in a central room.

Here is an endless conveyer, which completes a round in about

an hour. A fnviiie is put on this: as it reaches each slide, the

ai)piopiiate part is fixed on it, by men who act as automatically,

proiijptly and easily, ius those in meat-packing works: at the

'11(1 of its numd the frame is a complete chassis.

It is claimed that this method t'tiables high-class products

h.t he •>,:•,!)! at !<>\v CO"*:- bv Very hii^h'y paid, th"Ugh !i'>t excep-

iiorially skilled workers, moving ste'adily without strain oi-
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11, IV, 2. hiirrv: shouM the cliiiiii Htiiml the tent of time, the methyl

i« likely to [)iit ii luri;e jmrl «if tlic industries that iire mo-t

chtinicteristic of th*' iikxIitii up', iiliuoHt exclusively uudei thf

control of giimt buHinewses. It is however releviint tf) note ',i;it

Mr Ford himself hi-giin husiiiess on a snuill scale.

Finiilly, note mivy be made of a mattir of secondary ini[Hiii-

anee. A business which deals with a lar^e homogeneous prixluci

is likely tci buy larije (juantities of some things, which are snli.

sidiu.y to its processes of manufacture or of marketing; ami it

often sees its way to niaking them more cheaply or more mn-

veniently than it can buy them. For instance many fiiiMl ami

other products can most conveniently be packed for retail sii.

in small wooden bo.xes. .Some time ago automatic maciiirii<

were invented for nailing these boxes together: but their fiil!

influence on the price charged by box makers was not exertiil

<|uickly : and in consetpience some very large users of boxes,

did a goo<l stroke of business by sotting up subsidiary di.

partmeiits e(|uipi)ed with the new machimry, and makiiii;

boxes foi' themselves. But this tendency is of doubtful puhlif

advantage : fur such flepartments are not, except by acciilcnr

under till control of men specially adapted for the work ; aiiii

tliey are much less likely to contribute further inventions and

improvements to that work than might be exjM'cted from in(i<-

pendent producers giving their whole faculties to it.

•2. T/u' h(iii(Uiiiff offtinje manitei* o/honuMjtiiiniis iimtcrial

in oj'fni uKuoriated irifh thv ntilLdfiou of hi/-pi'OflnrtM, irliid

fnrthi r stmuff/ietia the fetii/enci/ to iiny increase in the xizf ui

the hnsinens imit.

There is an intimate connection between the jnM>>ivi

maiiufacturi' of homogeneous proihicts and the utilization f

by-|)ioduct>. For the piocesst's of standardization of the niuui

products tend to segregate by-ju'oducts : .ind if any parti' linr

element of the ciriginal material is cast out bv a special pnni>-

—and this often happens then a long step has already bcni

made towards the standardization of any bv-product, of whiuh

that element is the b.isis. By-product industries are howev.r

liable td irreat vicissitudes Siiniethin" which was a'.'i.MoentK

almost valueless is suddeniv made the foundation of an iiii-
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port.iiii pi'Mluct, fithor thmi^h u ii.-w t.chni.'iil (Ji»c..very or II, .v, a.

tiiiouKh thi- rise o( .i new di-tiiHrid. I'm iiiMt.iiicc, th.- confifl.'nt

.xix'tjitiurus, cnrivnt ii.-t InriK iijjo, that .'l.-'tric lurhi woiilil

s|K'f<liiy <Un[>Iiw.- iras, t.H,k insiirtici.Tit iicei.imi .f the ^n-iU ri.so

in fh' pric'ofcnkf, which \\(iiil<l folh.u .my eh.-ik to thf output
ot'^Ms: ii.'rdid they unticipit*- the v.i.sf fit-Id Jl.r th.' consum{)-
ti.iti c.t tur, which HVi-mn lik. |y t,, !„ njx-ti.-d ,,m l.y its lu-w
appliciiticiutt to ri>i:i\ Miirfiiw mukinj;.

Th. jidvimtii^'. of fori '11 111 ty ot picKjcHs i.s on,' of s^.vcml
ciuiMS thivt incliri." laix.- pn .lucoi-s to work up their by-pr.Mliict«.

Ill old tiiiR'8, when ih.' hoad of ,i hiisini-s.s was also thf nutster
workman, eeoiiouiy and irtici.ncy alik<- r.'fpiin-d that thi- .siibtl.-

trvatiii.nt of .•ncli l.y-produet should h,- in th.- hamls of a
iiia>t.r of that wo, k ; and coM.sc'<|Ucntly by-pnxhK-t.s wore gi-m-
niliy haiidwl over to subsidiary industries. Hut in nio<l<Tn
timrs, a ^Tcat oiXiiriiziT, with abundant capital, (mii ciupiov
rxpnts to tnivrl for hin, and study th.- best niothods of tn-at-
iiuiit known at honi.' or abroad, and can set thcui to put up a
l.irycand cxix nsiv.- plant. Ih has adoubU- st-t of gains t(. .x|H-ct
t'n.m . xprrini.-nts that tend both to incniw.- the demand for his

l>y-|)i-.Kluut,and to improve the .puility of the go(Hls made out
.'f it: so he will risk larger outlay and be less di.scoiiraged by
s-Jiiie initial loss than almost anyone else'.

Some uf the by-products of petroleum are subtle and c My
chiiiiical coiii|)ounda, for pharmaceutical and other uses; and
th. y deniand the thought and care of highly trained profe.ssional
analysts. The stinie is true in regard to sewral by-prmlucts of
tlh' •• heavy ••

ch.'mical industries, in which Hritain holds .-i

I'v.ling place: for she is favoured by her own supplies of coal
ami salt, and by ea.sy access to sulphur and other iiece.ssarv
iiiat.Tiai.s. In all such industries, new pi <liicts are fre.piently

' Tlie utilization of liorn.s, as l.ypin.Juct.s of the Blau«ht< i-tiouae, Is vivi.llv
de*nl.i,l bv HabtrnKe {Kruiwmy of Maimiai-tiire^, a. i.. 1m:V2, S 27ii) So when the
< l.icaKo u,e«t-paokinK fin... found .i sudaeu open.nB for a vu>, industry with
iHKli I'lonts ibey threw all their fore- into th.ir ,.,ain wo.k ; ,u. i M,b<i.h
inau,t,„s urew up around then, to handle their hvprchi.t-. lu.t W'-r on - „.
of tl.,..ii appl,..,l their overflowing capital and cnc.y to .setting' thin w,.r^ on a
m„-l,u plu.u: ,tnd, partly by a.d of European luetho is, th. v Kot so m.ucu profit
tr»n. u a< to be able to sell their n.ain product, at a low nr.ee relatuelv to .!,»

-.
.

.
....:,.uiuiais. oee Report „j the CommU.ion of Coryonilio,,, „„ the li.wf

''Wa<.(ry, ANasliiiigtoii, 19(l.>.
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ri, IV, 2. coining to the (Voiit : ami !i huHin«-is. which hiin iibiitnliuit cn|iit;il

anil \H coiitio'lcd l>y nun with sciciititic inttn-stH an<l Lirj^-

(acuity for hii;h fnttrprisf, may conntjuitly intriMlncc into th.

worlil not only nrw nifthtKl«t, but also new thinjfH

But yit the main occupation o) these industries is wnh

familiar hulky priMliicts: and a i;real firm may Ion;; h>.|(l i

jiromiiunt place in thein, if it is mann^'id with iliscretion .ml

enerjjy, ami has an alert apprehensio-.i of any improveiiM ii!«

in iiK'thiMl or pnxluct that are on their way. Such indu^trh^

givf scojM' for l)old and wise faculty, ready to sink lar^'e cipita!

in organizing scientific studies and ex|H'riments : for, tliuiii.'h

they must in great part be barren ot result, they yield spl. nilul

rewards on the relatively few routes which lead to success. Thi

}

may be comjuired and contrasted with the light chemical itulu'-

tries, which have .linady been noted as sjx'cially characteiist:^^

of the ( ierman aptitude for organized team work in .scientitii

exploration under cii|jable guiflance.

The main Iwisis of those industries is coal tar, which (ieriiianv

at first procured largely fr(»m British givsworks, but afterw.ml^

from the coke ovons of steel works, themselves a chnnicteri^tn

priMluct of scientific method. Persistc-nt stu<ly has shown thit

dyes, ciijwible of resisti/ig the eflfects of .strong light, and otl'crini;

a large variety of jdeasant colour effects, can be made, In

working on this basis on innumerable routes. Many of tin

jiroilucts evolved on the way to the discovery '>f a new dyi
, are

lound to be useful in other combinations for other pur]iost\

Nothing is hastily droppecl ; every intermediate produ<'t ami

every by-product is fried in various combinations, with tht

hope of getting some new result of value in some indiistn.ii

process, or of getting at an oUl residt by a shorter or iinii.

economical method. Such work as this can be effectively ilmii-

only by a business that can afford to work long .iixl patuntlv

at each of a vast numbei- of problems: and anyone who, without

adeipuite scientific ap]iaratus, specialized on the matuifactiuv "t

a few of the pr(Mlucts in most repute, might possibly find luiii-

.self left stranded, the tide of discovery having swept by him.

In fjK-t the complex interactions of new products and by-proiir.it^

-h-sw- jign- of exertir.g "fi th'- light ch'-micfi! ijid'-r^trieK :in

influence different in its nature, but siniilar in its result.^, t^
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that which hiw bt-tn txtrl«<| mi nuihwivf in<rhitiiiml and ii, iv, -v.

ihiniicul itiiliiMtrics hy tht- fv«r iiRTfiiHiiij; vuriiiy ami i-x-

|K !iM\<ni'.ss ut tht plant nijiiircd by them. An army of hi^h-

^lil^^ f\|KTf>. Mich as Willi thi' NUti-tH« of tht' chfmical works ui

Liiiiwi^,'shaffn, or thow at Kllwrft'ltl, jm as imifh iMyond the

r.Nii'h 111' a man of nurtliTatf nifaiis a.s is tht- plant iifi'dcil for

iiiakiii^' armour platis'.

Till-' lasf ^Mvts much matttr for thou^fht; laii no ^{iii.ral

iiif.niKi' can safoly hv tirawn tnaii it. It shows that whtii an
iiMiii-.try is in jnoci.ss of iin-i-sMant transformation hy the citation

ni II' « thing's as well as hy tho invention of new incthtMls, thoro

I- liitlf chaiici' that a jr^iu'iiil supply of a juirticular class of l.y-

pr.Kliicts will hf availahlf, tin which a man of mtxicratc means
an s|Miializc. But nothing' tpiitc similar has ivtr occurntl
ittiirf: ami it is perhaps pn.hahle that, when the prtHJucts.

which have Iteeii evolved hy the ct.loiir industries, have heeii

I iilli.r tievt lopetl, they will ajjain he hanilled in sonic cases

All • eciinomic apprt-ciution of the i'(il,,iir imiiHtry," hv Dr Kapff, which
I- a! .11,1. ttdiiiical ttii.l iiiKtriiPtive to th.' Iiiv nailtr, will 1... found in thr
lii\mll,ii,-li ,t,r WirlH-hiifltkuiiile Ihiittfhtiiinlt, l'.HI4. vol. III. eh. 24. Ht- HtatoJ
;iat lie Liii|Hii.'Khaftn works i-niplnjid lis chcmiMt«, beiiid.s Tl t.chiiiciil. mid
ii." Kmiincrciiil ..mcislH : hut that tliiy paid lt»« than four iniiikn a day for th.it

I mi WLikiKopl.', ail adultB, on the avi riik;i'. Ht>e alno helow, p. r,^^).

Tlir industry atToriK an iMTlltnl ilhiHtratioii of the int. riMmmuiiicatlon of
\ iri, lis proi-.d-.s

: "A, I!, and C, whi.di are iiit.rniediate produeti. for making'
'ivi-. .iv 8l«o intirni.'diatc prodiuts for inakiiu- phot.iK'raphh' ilieiiiical8.

Kuitii. r tr. utnicni ..f A li,adH to tlie produiti-n of I), whi.li is a tinishid photo
-mpl.ic rlitiiiieal and ills.) a very important intermediate bo.ly in the manu-
Mitiirc ,if nil iini>ortiviit uroup of ilycH, The name treatment of A which
I'l.iliueH U also produc.'B K, which is another important hallway house to
li'»li dyes. Til., elieuiical reaction l»twecn <i and h, which iirodutvs A, also
priiliitcs B, fr..iii which very important photonraphic chemicals are pr.iduce.i.
•Kinnn the luaniifacture of which residm s ar.. I.ft from which the valuiihle drur
K ciiu Ik. made. It is ohvious to anyone that it will only be p(wsible to make A
• n.i II ironoinically fr.mi ii plus i, if there is au outlet both for the intennediati.
-.t'

!
ii.dnuls aiifl for the photOKraphie chemicals... The (ierman mauufacturi rs

'lo n..t imlilisli maiuifncturiuj- details of any value in their innumerable test-
1) 'oiis. When u process is .hsL-ribed with work.UK details one can rest assured
:liat It 1, hcciiuse much l.ett.T procrsses have ren.lered it ohsiHi'lc. lleactDiis
»liM li at the coniiri, iicmcnt tmw yields of 20 to 2,5 per cent, have been oaxed
to HV. ^0 and HO p.r cent. ; hut the achiev.nicnt of this end has taken, in many
ium-, u;,rs of research in tlie laboratory and in the works; and the (ierman
iuiiiiii(^„.tunM- is sulficiently awake to arruuge matters so that very few ,.f the
-tati indeed have a sulUciently iniiniato knowledge of a wi.le ranre of products
(n K.. .. 1.;,. *, ,.; ,_ , . , . ... .

' '

r/'r n^r::;, inucii i.'iai '.vouia 5c vaiUabte t.i the outsider." (Man-
I'luirtlian, i Jan. 191.5.)
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II, IV, 3. iiiDst effectivoly by biisint^sse.s each of which devotes to nn.'

uliiss of work a considciiibli' capitjil and high ability siK'cializ.d

wholly on it.

A. The inereumi depemknre of t/iose, n-h' phmeir pro-

(jri'M in hrooil Jirltlx of indmtrial fechuh/iie, on the niil of

larf/c fixpiUd.

Thf considerations submitted in this and the two preceiliiiL;

chapters seem to {wint to two conclusions. The first is that

future advances of techni(jue on broad lines are likely to lunl

the aid of capital on an ever increivsiiii,' scale. The second i>

that nuich may still be done with nKxlerate means by a resoliit.

man, who is content to concentrate his strength on a naimu

Held I if work so long as his means are but scanty.

The area of science has indeed no boundaries : there is ii"

reason for fearing that new discoveries in it will dwindle int.

relative insigniticance : as those of th.' explorers of the laith-

surface have gradually done, since two new worlds were ojHiini

up bv the voyages of Columbus and Va.sco da (iama. On llu

contrarv, it seems probable that, the further man goes intn tli.

iine.xplon'd regions of science, the larger will be the scope l^i

hew discoveries, which will effect revolutitms in the pnutii;i;

,irts ot industry as in the meditations of thi- specuhitiv.

student.

And vet it may be fej-.red that the rapid increase in tb

power and scojk- of the arts of production is perhaps pre]];iriii:

the way for a pvrtial retrogression of the social dignity .wi

weii'ht of the j)roductive industries in some directions. IV

verv strength which they derive fnmi science may be a smiixv

of lassiludi'. For, though the creation of new knowledge cvuk.-

the highest intellectual energy, yet men's faculties m.\\ \*

somewhat biu-dened by carrying a great bulk of merely iiMt'.;

scientific knowledge, anil turning it to account in liiisiiirv

loutiiii'. The fact that Ari.stotle, Nevvton ami t'uvier wd'l

have much to learn, if they .shoidd eet a mediocre stmlni'

of modern .sciei'ce on his arrival in Haiies, does not tell eniinli

on the side of the present age. For creative facultie,'- ar

developed by exercise: and many who might have been la-

ciliated by opftortunities of niatively easy creation fifty yir-
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acr,,, now find that v. iittle of the original work, which remains U. ,v. 3.
to I... .loni-. and yet .. the fiwcination that belongs to bright
new idwus. is within i^e scopt> of their li.nit.'d power. This
dqHv.sing iriHuonce, which is already felt in some n-alms of
.sciefRv, may jjossibly spread in the realm of business. For
the widening range of standardized ineth<Kis tends generally tn
inc-vase the deiK'niience of the creative mind on large capitalistic
aiil in obtaining scojh- for its activities.

Further, almost every extension of this gi-asp incre.-wes the
.flHirtimities and thus raises the prestige of any capitalist;
who. th(.ugh without high creative faculty, is yet shrewd an.!
stciullhst, and can organize and adapt to his particular u.ses the
Inst plant and methods that so far havi' l)eeii devised. The
advantage held by the pioneer of iinpro\e(l methods is of
cuuisr most prominent in new imlustries; and in tho.se which,
though old, are in transitional stag.'s: but it dwindles ranidly
wh, n pioneers have overcome the chief difficulties, ami thriV
methods are oix^n to all. For inst^uice, when bicycles first came
into vogue, every year brought some striking chang.^ in their
cui,>tructiou and th.^ir methods of manu live I u re : and the
IiiudiKts oi a firm, which had no initiative, were ob.solete almost
.•« soon as th.y wen- made. But now a cycle finn with adecpiate
cauital, atlministrative capicity and assiduity, can manutiicture
at a roniparatively low cost for general consumption an or-linary
eyil.

.

that is immea.surably sup.Tior to those made by th.- fii-st

leaders of the industry; ami is but v.tv littl.. inferior to the
best th.u can be made to-day. Thus in.proven.ent in th.^ meth.Kls
ai'd pnKlucts of a partially stamiardized industry goes tog-ther
«ith a eertain d,.cline in the plac.. held in that industry by the
lii^li faculties of initiative: they are apt to \h- oversh.adowe.l
I'.v the more commonplace faculties of onlerly ,idministrati,.n
"id -ommercial skill; combined with large resources h.hi
p<iha|)s in joint-st.M-k ownei-ship.

A-am, the aid, thus givn to a new industry, incre.uses both
th'-'cial nnportance .and the monetary value „r an invention.
«hieh ov.Tcomes any difficulty that may Ik- met in reg.ird to'

th. s.rond,u-y re.,uir.>ments of the industry : for instance the
'Ae.li, ntv of th.- aviator-mot. .r engim' incre.ises the laemium
"''"'!' IS otJered for t.-xtile materials that are, other things
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11, IT, 4. being itjual, HrHUt or stronger or inoio onduring or t'ven chcajiir

t' an those yet known. It is indeed true that when a SDimii

new idea is explained to his brother experts by a man, wli .s.

only wealth lies in his bruins, it will receive due recognition ; th.

rninours of which will in exceptional cases re.ich the public .ur;

in this opi^rtunity will be found a chief mitigation of th.' injury

which the increasing dominion of joint-.stm'k comjwinies iiiHicts

upon the spirit of iritiative and enterprise; and such niatiirs

will .K?cnpy us a gowl deal later on. But yet every exiMinsiuti m

the genend scale of an industry is likely to increase in s.>ih.

directions the advantage which an inventor, who is al>M i

capitiilist, has over one whose means are narrow'.

4. Oppoftnnitu'S of a xfroinj man with moderate imnti*.

ir/io ronrentrafex IiIh enciyicH on a K/Krialitif.

It is not to be denied that the increasing econoiiiits .4

s[)ecia!ized machinery and skill are on the siile of the j»ou. itil

capitali.st in competition with a weaker rival so long as tlr

ta.xks on which they are engaged are similar in scojm' : for l;n .'

works are at an a<lsant;ige over small in being able to a-ssiuni ;

.

.ihiiost overv task a specialized machine, which is perhaps ir r.

. ttieieiit and certainly ehea])er in proportion to its ethririny

KviKTinunt- on a liilioiatoiy nail- or witli miuU iiuclmiiiciil iiiod>l- i i

a> a rule l)iit little ooiniufriial valiif, tintil tiiey liaxc l-fii fortiticii hy pr:u-k...

|iroof of tlifir fllicicncy on a working ncalf. Tin- mwds, niHlt.i lo 1
1

i-.\!'.i;+ i

on lart-M' ^'aii' fxpiTiininlH bt'forr tinal hhci'css is «i liievi'd. sonictiiin v ani. uiil >

liuiulrcilH of thousands of pounds : and tlur.- arc many iiidnstric." in aI.i, 1, .

tliOUMiiid JH unds (.'o no fiirtlit'r in tliis direction tlian « Imndred )i.niMii- ,i:i i

few dieadfs ayo. An i'lvention. whicli cannot be (latinted, ih seldou' it luiktt

value to anyone who does not alr.ady own a consideniljle l,iisines.t in v,;;i,i

can be used.

it is true that, «liin an invention is roni|ilete. and a |'Uti nt ii.i- : -l

obtained for it. it nuiy lie sol<l, ortiiken up on some siiarinK plan. l.vacH|;u: -:.

Hut he is nenerally ill a position to «et the best of snob a liart,'uiii ;
foi ^i iw

meicial critic oi iin iiivcnlion is seldom intliiiid to regard its |i..sMi ililic- ,,- \-r'

hn:\- nialivily to tlie chance lliat c.'iilimicd working will luiiij; uut :..t, li 1-

feels; or jH'rIiaps siitTcst '.o someone else a "u(:ericir plan, that is nut te. :
lii,.!..;-

co\cr.d by the existmn patent, ll is to I..- remeinbered also that larKc i;;- ;

money are often expended by v\Millliy inventors on deveinpin;; and p:il. it^.^.-'

plans that run painlicl In tli ir ch;> f plan, iii o;der to dciuy the advi ni . 1 l.lii^^

(111 tiK.se parallel lines: .iiid. tlimiu'li tins piactice has been somewhat clink 1

bv recent le>;i>latiun teiuiiiii-- t" weaken patents wbicii aie lyniK dorniai)!, yd :

still tells on the side of the strong cai italist in c»iiipetitiou with men of siiiiltr

i.ie-ns.
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thiin the gtncral or " omnibus " nmchin<*H applicable t<> many ii, iv, i.

iist<, f>n wlrch small works of tht- old tyjM' lar>ji'ly rely'.

AikI ovoii if tht'ro is littlf scoik- for highly spi-cializt-d plant.

thr I.irgf business will subdivide tho W(»rk among so many men ;

ami specialize eiieh of them so closely to a jiarticular task, that

by ciinstant jmictice he will be able to perform it better an<l

verv much ipjicker than a skilled artisjiii, of much higher faculty,

wh'i is ecpially ex]iert at many other tasks. This matter is

iiiii M'd of somewhat less importance in Britain than in Anu-rica :

ii-i has already been noted, new strains of immigrants have

g.-iii^rally but little industrial training, and yet congregate in

the towns. This gives an impetus to the desire of the small

manufacturer to contine his production to a cla.ss of goods so

liniiti'd that he may be able to specialize his employees as wi-ll

a^ his machinery almost as thoroughly and minutely as can

bi- (lone even in the largest works. A man with moderate nu'ans

\\h'< knows how to turn the economii-s of partial standanlization

and complete s|H'cialization to his account is not in a bad

p'sition.

The task of pioneering the geiiend standariiizatiou of struc-

tural shajM-'s was indeed heroic in its dimensions : and tasks on

,1 like scale cannot be fre(|uently achieve<| by a single ett'ort.

Hm ^mailer and more gradual movements in similar directions

;iiv liecouiing increasingly frequent, and are doing much to

liriiiL; particular p.arts of large processes of massivt> ]iro<luctioii

wiihiii the nmgi' of a strong man with comparatively small

caintal.

Sich .1 man may iiid 1 Hiid th.it the markets in which hi'

Inks ',, hiiv his luati'rial or to sell his products, are controlled

t'l \\]^ iinjiidicc hv a uiMihijiolistic coiubinatiou in stages of

ii'tioii below his, or al)o\.' his. ,is we shall see. Hut, if t!ie

iHukets iire free, standardization relieves him of many troniijes

'I iiMiketirig which iuight wi'igh him down, anil it en.ihles

liii'i 1.1 gi\. his iner>ries to that work which is sitecialh his,

For some parts of siicli a machine :i'-i' iilmust surf to ht< iilli' in each nl' u.v

ina 'V tn»k« to wliicli it is a|<|)li<"i, an.l tin ir prt'st'iicc is always a source- of rxtia

.>i-t, ami often of extra work ti> the uiachiiie. ' •.Bin, each part <( it inu»t be

iiuiiii' iivnvy and strong; eiiouKli to lii'ar tlie nutxniiiini strain iiii|'o.'ei iu any of

Its ti-e- ; wlu'reus in ii speciah/.ed nwicliiue. every fiart is kept li^-lit except lliosa

w:^;. .1 will l<e sulijeet to heavy straiii in tin' i-onst-iiit opetamn irf its single task.

i 4
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11, IV, 4. He l(«>k.s to sclliii;^' his utiinilanliz-'d priKliict without inorcliiiut>>

fX|u'ns«'s on luhcrti.sing, or in building uj) bu.sincsK c()tmc<tiiiiis

with individual finiiN. And, whiit isof'ti-n rnorc inijM>rtnnt, h. i-.m

• ntcr into any ]H(K-fs,s in which the .standanlizcd jmnlucts an

usf<i, witli a tiiir wrtainty that he will W ablo Ut buy thciii, a-

hi- n»'cds them, at a low cost.

This is notici-ablf in priwluction, the t-arlicr stages o| v, imh
give large sii(|H' lor machinery, and ri'(|uire much capital Imt

licit much labour or individual treatment; while the Liter .,!,itr,s

need mainly to be done by hand, and call for the kind ol laiv

that is iM'st given by an artisiui working on his own account ^r

liy a stiiail emjiloyer. Thus large steel Hriiis have alAavs

supplied small cuflei-s with their material. Machine-mailf

staiidar lized compontnt parts are built up into g(MMl bicvi 1. ^ in

many a sm.ill wurkshop. The small milliner, dressmaker, ami

shoeiriaker buy many more mati'rials already partly worked iipliv

machinery than is cotuiiionly .supposed. And the smail buiM.r

and picture liame maker buy ready madi' doors, and wnni.iu

(laiiu s I'v pieinre frame matt ial iVom large produceis ,miIi

elaJMiratc plant ; wliili' thi-y themse) ,isgivi their main attiriti.n

to liical ihimIs, to the tjustes of particular ciistciiieis. .unl -n

su|»rinteii(ling hand wo'k ai<led by but viTy little Miaii!.

Thus the large b;i>ines.'., itself iiicteasingly given ;.. -.emi-

aiitoiiiatic work on standardized ]pi'iMlueis, is otten iiidir-iiK

aiding liii-iiu'sses in whicli routiiu has bur a secondary pi i. ,
,

and in some diiictions it promotes new openings through nimh
a man ot siu.ill means but large energ\- m.iv work his u ,

, t.)i

to become a leader ill iiidustrv.

In I'Very industrial country there is a sutticieiit mark' ; \><t

sfieeialities, which laii be ad\;lli!ageousl\- prudliced 1)\- a !!:,:;!

<'t moderate nuans; and he c.in often turn alert .and eii. r,'.'!!!-

faculty to the liest. account by <-oiiceiitrating all his streii^tl: .ii:

making some one thing, perhaps only et a single size. Km ih.

n

he can afford to provide a machine for everv Mibdivi-i •

li!-

vvork
: and. as it ne- d niAer be set to more than one la-'.

can be simple and thi icfcire tirin and \it cheap.

The ih.ng at uhich he works m.av b^ ,' piece of ,[. .-iri'-

apparatus, a portable p.iwer-driven hammer ..r riveter, a nn
pump or windmill: it ruay be .i complex regr-hring iniclim,
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I

I

which ru'fds to bf nvnlutionizi'd and a^iiiii rcvi>hititinizf(i ; and II, iv, 4.

M last inado lar^t-ly by aid of machines invented for the

nurjKiso, bt'f'oiv it is ready t') tako its place as an almost human

uirtifipant in the elerical work of many kinds of business.

In iinv case he will resolve to have the Im st jilanl ami the best

iiicthiMls existinjf for that particniar task which he hius taken in

hami ; and he collects around him a stat1"ot' men ideally tit tor his

jmrixise. They must be alert, and must have every faculty that

hi neeils. Hut he will not pay for faculties for which he has no

^'iiat use; and he will not allow skilleil men to s]>end much

iiiir (Hi tasks, for which chea|»er labour would suthce. When

hi-- uiirks are so well eijuijijieii, and so hij^hly oiyuni/.eil that

hrii seems iio jrnat ri'om for further imjimxement In them, he

iiiav iifnliablv turn his newly ai-(|uired stren^'th li> l,irf,'c r tic'Ids.

Th' II he will ha\e joined the ranks of the large ppiducer-.;

jid .^ likeh' ti> 1)1- unconsciously njieinng avenues ihrough

wiiirh uvw small men may wurk their way up'.

'riius u r,,!ni-- that, though the small produc-r is con-

-taiiiiv ihitateiH'l with extinction; though he h.is in tiict been

ilriMii from som- hraiK'hes of many industries and is in prtici'ss

it hi iiig driven tiom others; yet hesurvivt-. He is saviil by

!h lacl that although maehmery may have been ajtplied to what

Mil lo he the greater part "t a process of pnxluction, yet the

.\ Ik ri> '4 S( c's chHiuctcriMticallv .\iiiiiifiiii. aii'i prdfiiundly stij4:).','!.tiM
,

' h:,r,l ,l\ l.,tlf)x (\~M)\. ilhistratca a (irift of clinriictiT wliicli ili'l iiiorr lliiui

niiMin'i'.' 1 l.-i to pruiiiott Ku^larui'^ li'iuifi>liip. and which i^ still a chii'f sniirci'

i li' I -ill n.;'h. Sac'iic'tt. a risii';; <iu;ii'<<T, tclU (p. 41) hnw lu' locikt'd out ii liki'lv,

:;lt;i ,M , tnnihldnomi' hoy. "1 Mt him :it v. irk on a lluri- yciirs' approntu'- ship,

i I.I-: -I I hii;i t.i c-hii'piiif :i>imi.'s, hI i.'ld him hi- could <irop s\ich work fui

-Ml iiM niiiiii.rit 111' (iiuht ih it w.'ll. !!• s.'cnied to uiidcrstarid luv plan and

I

:.'-.. I tht iiifh the ouhal .juickly. Tin ii 1 put him on a liolt cultir with ilu'

,.i;:. .;»i( vslandiiiu'. H( ii -radiiati il, took a roiit'h latlif, thm a hett. r

..t!:i, : 1(11 a vin , tlun a lloi'i. //. niiiaii.^ ilid tin- m.p.^f r,i!ii,ilil<' Korh •('

' ', ,.,.< ,,ii„ihlr. Ti>i-i was my ir/nliir plan in tin -hop, aii'i s.i lit I

• i\-y miri l.i- propiT sph.i'' of ai-tiou.'' .\iid this hoy latii nti li. .ai •

; !i. Ill 1 v,iiit to lu'l|i anothi I i inployii out ..t i,i- dilliiultifs : f"iirid mm
.i:-.,,, i„,ii;i-,' ihiy had not ju«t ihi- work tit for them: put tluin to w. rk

;.ii I loui-'lu "lit what w.is nuod m lii' iii : imd soon his iiii|'lo'.' r ' w,i- pa;, in^

>'iii I Wat."' - iiiiil t-'cUiiij.; ilicapcr work than any oni' else in !iis liiii .

Ill, viic,.-> of small .!i-\visli masli-rs in llir East Knii . < i.in.h'U sti la- to

i-|.iitl\ .i:,r to t'lc lair «ilh «hii'h they si>li-it for ..ich ti.iii "• ik ^ii I 'd to

1 I.Uri,r ,,|iii!iidi^. K.f 'The .Icwish Iiuinif-'iant," ly .i A, Pytlu'. in the

' ! "./•". 11,1 U, I !• ir. Vol. i.xxv.
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II. IV, 4. HMnaindtT is still doin- in the old wuy. The money-value of th"

part done by maehinery in likely to shrivel up, and the ajf^iijrat,.

demand for labour in it is likely to diminish, thouj^h the venf uf

the product may hav«' been much increased by the fall o! itv

l)rice. But meanwhile the demand for labour in those parts .,t

the work, that still riMpiirt! individual attention, will have ^'r.iwn

with the increased output: and the scr)pe for the olasticitv, tor

the initiative, and for the watchful care alx.ut details, in which

the small prcxlucer excels, may have been enlargeil in one dini-

tion as lunch as it has contracted in another'.

Moreover improved mechanical processes are taking dvtr

many tfwks which I'ach household used to perform for itxlt

Such industries ius dressmaking, bjikingand washing, once larj^iK

domestic, are ever adding to the ranks of small businesses, ami

creating new steps by which enterprise and initiative can U>-^w

their climb upwards.

No doubt .some of the forces that ai-e working against tlif

small pnxlucer are growing cumulatively. We nnist presenth

consider how the very inertness of joint-stock companies t(rii|ir.

then) to apply some of their large capitid in branches of maim-
facrure for which they have no sjK-cial aptitude, but in which

they can turn to account their facilities for borrowing caj)ital i?

low interest. Meanwhile it may be .said, with reference to th.

|ire.sfiit century, that though machinery has ever been extfridiii;

its domain; yet each conquest has increiLswl the relatiw ii!;-

portance, from the point of view of the operative, of that gmuiii!

which it hiis left <,])en to hand work. It has opem-d up ihm

ground for general markets: and, there is no ciu.se for wonil.t

at the fact tli.it the nuiither of sm.ill businesses is const^uiiK

growing; since their proilucts an- rNrr finding new vnts in tlif>.

markets, as well as in tlie supi)ly of special materi.il.s .li.^l

niacliiiics to large businesses.

' Kor it\st»i!ce, if nmcliini rv tukes over wjjat nwil ti> be r.'i;.iuleil R" tlii.r

fourtliK (if a proc«M- „f luiiniifKLlui.., aiui uftt-r a tiuif ptTfonii.'* it ut a ! inh

of tilt oiiKinai cost; tiirn. tliau-li the real ! iiM.rtiiiiee of that pait remains »,

ureal as ever t.) llie consniiii-i'. its importance in the statistics of hoth indi.-ln
and t!,i.le will fall to 1,., tl,,.,, :. ij,;,,! „f that which used to be three turn-
as iniiiortant as it. I'erliup- lo.^ I'.ill i:, pri.-e will iiave inciea-e.l the mI.
of the proiiiiet tive-fol.i. an. I, m that ease, the eniploynient of labour iilT..i.i.-i

hv w!i:it ii.-ed to \h' hut a fourth ..f the in.lustry will now ^;ive more eiiiplovu, ril

Ihiiii n~r-.l t I he uivei! liy ihe whole iiulustrv.
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Thus, wi far as tht- " pnMluctivf " side of businesa i.s con- II, iv. 4.

rtmcil, it limy be coticliided thut—though the voltinif of

(lUtjmt rec^iiired for innximuin etticiency in proportion to oipitiil

i« inii('ii«int; in almost everv- industry—yet, at any jjiven tinn-

mill ill any >;iven condition of industrial techniipic, there is

liki Iy to be a jM)int, beye.ud which any further increase in size

j,'ivn little further increase in economy and efticiency. And
this is well; for small businesses are on the whole the best

(•(iiKMtors of the initiative an<l versjitility, which are the chief

siiurces of industrial progress.

Hilt this conclusion <loeH not extend to the " marketing " side

ot li'isiness: for we shall find that, on that side, the advantages

ol liirge capiWils in conip<'tilion with capitals of smaller size are

constantly incnasing almost everywhere.
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II, V, 1. 1. Iutr<nliivt<n'y obKrrnitionM.

A j,'<HMi (Iciil hivs jilrriidy [n'vi\ saiil iufiilintally iih to thf

fvcr itierciising coinplfxity of iiuvrkctiiijf, iirul an U> thr anls

which its ojM'mtiiiiis (It-rivc from imxlcin tiuilititH for triii)>|Mir;

iuid for thf tninsiiiissiori of intclligciK-f. The jmrjioso of the

j^roiip of three chapters, of which this is the first, is to consider

the iiitliu'iices, which thes«' changes iire exerting on the costs ainl

methiMis of niJirketiiig in various classes of industries, ami I'li

the stiiicture of hiisiiiess in them.

It will ajijiear that the inHiien<'es, exerted hy develo|iiiii!itji f

the nieans of communication, operate miK'h as do those cm ittil

hy changes in the t(^chnii|iie of production: oti the whole tin;,

strengthen the strong pnxhicer and dealer relatively ti' ln'*

weaker coiniH'titor; but in some directions their aid is of ;,'iv.ittr

service to the weak than to the strong.

(loixl marketing has always provided or hel|K>d in pio\ idini,',

{ii) a su]iply, l>oth ste.idy ,iiid el.istic, of everything tiir uliiih

there is a roiisideral)le demand (measured in terms of putvlm.siii;'

jMiwer) in .my place : and (/<) a fairly steaily supply of einpluy-

meiit for tile labour, skill, plant and managing faculty reijiiir"!

lor turning them t.. effective account. Must of these tasks hilV'

Ihmii coinpanitivi \ snnple where people have been .satistini with

I tru piciducts, tip'siU o( Idcal origin; and where, , is lia^ ijiiii

hippetied. the hatidiciatt small has been also an agrii-ull iinilist

and di\id( d his time between his two uccupations .so as to iii'<'

tairl\ well the mure pressing demands ol nature and man. but

manv "illliem havi gradiiallv become very eomjilex.

L-J i
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Thf iMlvancc of knowh-ilgc and wealth hii.s brought ho ^tiit 11, v. l.

;in(l (Vtr-changing a variety of ^(mkIm into onlinary conHiiniption,

that if the ri-sourt'os, on which the l<K'al dealtT <onl»I Hmw, had

rtiiiuincd without ^n-at chanj^e, the st<K-k« necdt'il to rnect the ini-

|nitirnt <lt'tnanfl of the intKleni western eonsnnier would havt!

Ihcii larjfer in proportion to jxijMdation than the whole movable

wialth of, miy, the «ixteenlh century. And, on the sjiine sup-

[Hisiiion, the employment found in any place for the hi^jhly

>|Mmlized skill and j)lant of modern industry would have bein

Ml fitful an<l irrefjular, that mtKlern knnwledj,'e and wealth wonli!

virti ly have suttieed t<i n»ake nnxh-rn industry commercially

[kismIiIi'. Hut the sjime causes, that have brouj^fht new ditlicult ies,

hiivi' broujjht also new methixls of overconnng tln'in.

N'larly all western markets are now united bv so many
v.njdus connections, that a need for any cmnmon prinluct,

iliiiiist anywhere can U- filled in a couj>le of days, if not in a

tiw lionrs, from a lar^'e reservoir; which can U- replenish.

d

ijiiickly from still larp-r reservoirs near or far. In return tor

thrsc services, which central reservoirs render to local coriMiniii-

tK.ti, liiiked-up local demand |)rovide.s a fairly steady market in

nine ef peace for nearly all coniin<Klities, however hi),d)lv

>|«(i,ili/ed, the consumption of which is nut ijreatlv varied bv

-mh widespread inHuences as changes in the season or in

l:l>llliill'.

Tims technical improvements in tnmsjxirt ami market int,' are

Mr overcoming; old difficulties ; but they are al.su ever stimu-
l.itiii^' further develupments, which ojteii out new difticulties.

One of the must prominent of these, the increase in the distances

"Vir which fo(Ml and other goods tnivel betbre arriving at their

tiiial resting place, has perhaps nearly reached its full force

•ili'.iiiy. Fur, as backward cuitiitries and districts gaiit on those

^Oiiili had an earlier start in tiie industrial race, the a\.rii,'e

ilistaiiie travellid by urdinary manid'aetures will diminish. Lmig

I

'listaiice transpurt will bi' increasingly cunceriud wuji tine indiis-

On ti:i« >i:lc (if its •.viiik iTiio.i inurkctiii^' may tic ••ciiuiirtrwi to a tly.nlifi 1,

raihir tlisii lu ii reservoir. 'I'Im' ftiiiinc wliidi iliivt-. n HiUfiW iiiacliiiif. liiiliU' to
'hurt -uiliii II increase of slraiii, miiHt have a fairly iiuiKsiM' tlv-«lir. 1 II it ilrivpH

: 'ciireiif sui'h riittcliims it ncedH ft'ma.sii pcrhftpd only -ix times a* (jreat ; iiti i if

i'. lirives five Inimlreil of tlieiii, the wheel luay l>e pi rhaps le>s tluiii a tluitieth

p.irl ii8 massive in pn.jiorliiiii to the work done, as if it Uro^i' mil;, one
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11, V, a. tiuil «|n'cialit,i.'s; iind with such cniiif a>jriciiltnnil iiml niimri

|ini(|iictM, iiM Naturt' yiclils in j^niitfr n-liitive iibuii(iitnr<', nr .i

nisiiT terms, iti wmic parts ot'thi- worlil than in f>thfn<.

2. Moifrrii nrifinn'jUiitu femlx no to ilit*triliHtc thf rid'

hihrirnf hi mukliifiaud tuiiih'h'ti'f fhiif thtifJaU hin-mMiuijIf

on thr Hho)ihhr» brut ^fittvil to Inni- them.

Th'- iiiti'ii».>st risks nC .'urly timi's and ol' sonii- hack\\,ip!

conntr .s cM'ii iidw, haV4' Ixi n " cnnsiniu-rs' risks" ciimifct"!

with harv>st tailiircs. Hut fhcap and s[H'fdy tran8jM»rl hy I.mi

and -I'.i, aidi'd hy the ti'lfijiaph and the sjM-ciidizfd activities'

dfali IS in hirvcst ppMliuts, havr v^ry ',^ri'atly tliniinishfd Hiuh

ti^ks it) thf Wcstt-rn World : and thtn- i> simii' tcridt'iicy to think

iif " s|icciilafi>in " as a thini;, with which nn one need lie cun

rcnifd who dues nut Hct nut to seek it. Milt in fact the ijn i

risks (if business ha\e much in comiuun with the maiiysmi

risks which must l)e faced liy every responsible citizen.

For wlien a traveller is in (loiil)t which of two roads to tak.

he sjx'ciilafes. Hi' must ultimately take one risk or the nthir

he has no ehoic hut to sjx'cidate as to their relative advanta;"-

and act according' to his sjK'culative judgment : afid, in the mur

weii^htyatiairs cifunlinary life, everyone is freipieiitly at a crossin:

of mails. If a man is in a hired hoiist- which he much likes, bii'

is not sun' li'iw lontr he will stay in ihi' neighbourhood, he tak-

a risk, whether he iiccepls or refuses i long Iea.se of it: r

similarly when a man decides for what occupation to prepare i;-

son, .'ind to what school to send him, he must taki' some of iiiirii

risks. Hut th>' lanhiiifj into the future, which such risks invnii.

is seldom recognized as sjH'Ciilation : and even business traii-ii'

tionswhii'h follow the ordinary routine are not commonly renani'"

as " speculati\i' " : that term i>eing .dmost contined to dialing-

in things the future prices of which are eminently uncertain.

The specni.-itive taking of high risks hivs many v.nii'ii"

Some are in eti'ect mere reckle.ss gambling. Othei-s arc slin»:

business veiitiiri's, aimed at gain.s, that must bo b;»laiR'i'il i»

losses to traders who are conci'rned in the same atlairs. Othir-

teiid to improve the general application of etforts to ih

att.'iinniinl of desirable eiid.s : these last alone are eiitillcii i

be c.dled "constructive" in tin- full sense of the term.
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nEAI.ISOS IS RISKS MAV HE oK prill.l> SKHVICF. •i.Vl

':

Arihtoth'H (loctririf, thiit ni'ith«-r ]Hirtv ti> tnulc cun ^.liii II, v, i.

.xci'pt at th«' »'X|)«'iiH«' of tlif "ihtT, i« trill' mily <•! th.it |Mirtinilar

tiirm <>t tnulo which in cliiHscd iv* ^iiinhlinjj, n iIjirm to which

!ii;inv VMrit'tifH .iftnt'li Hjxriiliitii>n b«'|iin^ Hut ^•iiniiif triwl*'

(•(Miiiiiiiiily Ix'rifHts Inith p.ir'ifs to it: IxcaiiNr, thmi^h cjM'h

ricvivcs iitilv whiit the othi'i" j^iVfs lip, what hi' ifct'i\<s js innri'

ilrMirnl by him than that which he ^»ivt« up. l!i ^aniMiii^',

when coniluctcd fairly ami mi cipial terms, cMTy tnin^actiun is

;iii exchange of ccjiial risks '.

When a man, having siijH'rinr kiuiwli'<l|fi' a.s to horses, lays a

ttiii^cr alxMit them on atlvaiila^eoiis terms to hiiimelf, he ett'eets

;iii iMiiiieiiiHte increase of his projM'rty ; hut without aiivaiitii .'c

Id the worlil. On the other huiiii, when i man having sinKTior

knowknl^je that the supply of aiiythinj^ is likely to run short in

my |tJirficiilar country, or in the worlil ^menilly, ami hiiys it

'ilher oiitrifjht or for future delivery: then, on the assumpti.'ii

tliiit his juil^nient is ri^'ht, his action is to In re^'anled ms

'in>triii'tive s[H'Ciilalion. Such work adds to the world's wealili,

!ii>t as divertiii;,' a stream to work a watermill does, for it

ri'iids to iiierea.se tin. sup|ily of thiii),;s where and when they are

ilk' l\ to be most wanted, and to check the supply of thiiiijs

while and when they are likely to be in hss urjfeiit dciriaiid.

Thi^ In its most consjiicuoiis service.

but it al.so riiiiUTs another service; which, thoiitjh less coii-

-luruoiis, is not much less im|Hirtaiit: for it often enables a iium.

wlioM' whole eiier^'ies are needed for the intern;il work of hi.-.

IniMiu'ss, to insure himself aLfuinst the risk that the materials

aIiii'Ii he will need in his business will not need to be purchased

II ail enhanced price. The risk is dovi.rned by bmad causes

'VI
1 which he has scarcely any control, and the study o| which

ivi|uires kiiowled^'e and faculties other than his own.

' Tlii< stiiti'iiirnl i» mil i!i''i>ii"ist.iit willi tin. t.irt tlmt it it iiiiiri -tiikf^ liiiil

"f hi> fortune i.f tUl.iKIO im an cciii il liKk, lii.n pro^i^ ct-i of iniitfi ia! will Ih-iii^'

arr lowirid. Knr the iiuTfune of wi.IIh.iii;,' .Inivcd frniii iiii lulilitimi of miy

till to (ropi ity or iiicoim', i- in HcconluiiLe witli rundiuinntal liiws of liuiimn

iiatim-, ^'em-nilly iV.f It'^n, tlif giiiilcr tin iiniourit iiiu'ui.v |i(i-m.s»i .i : and
tiurifi.if liin wi-lfaii- .iiamls to \n- iliiuiiiislieii liy lii^ exchan^^in^; a ccrtaintv uf

tld.iiiiU for two (Minal elianccM of tl.5,ii(XI ami i;.'),lHMi. iliit alinoHt ivltv

-••rural riile has it« I'xci'ptions : and if hf could «illi 'il">,IMIIj net Homi'tliinn

tiiat wimlil make him pcrnianentl.v hapjiy, while a loss of lialf hi^ tlO.OIK)

would do him no Hiiccial injury, the lmi>;iiin might be wise.

r

r

1

1

I'm

I I

I;

I I
^ !i

> I'

'II

S.J

-I

I: f

' H i'

A



ik'i ; ^. .-wr..^w ^i^ii^sw msk^



V'/WM^!^:^ ^^rn^jy^ '-y-:^.

MICROCOPY RtSOlUTION TEST CHART

(ANSI and ISO TEST CHART No 2l

^ APPLIED INA^GE
1^^.! fas'
'roc^e5ter,

Mo- S!

Ne* Yo
- OJOG

1 4609
re

(?'6} 2S8 - "sgag - Fa.



f.i

h li i I

1 ; !

254

11, V,

CON-STRUCTIVE SPECULATION: ORUA.VIZED PRODUCE MAKKETS

2. As a ruk- thf inanufacturcr who has not contracted to deliver
bill works for tile general market, de.ire.s to be insured again.,'
11 tall and not against a rise in the price of his material h-
stands to lose by such a fall : since purchasei-s, unless sp ciallv
pressed for time, will decline t.. buy his finished product at a
price much abov,. that which corresponds to the current piit,.
of the material. There is no simple means of insuring against
this risk, which corresponds to a contract for (ielivery nf ma-
terial at a fixed price; but the tw.. sets of risks are 'in opp,,-
site directions, and it is obvious that much economy might 1„

effected by setting these to neutralize one another. In .spit.

of the abuses comi.-cted with them, organized markets f,.r dealin.
in standardized produce, render many .services to busines.-, nitn
and to the world at large; and perhaps the chief, though m
the most prominent of these is their indirect effect in so concen-
trating risks, that those of them which, like those just con.si.lmd.
are in upp)site directions, will tend to extinguish each other.

But, before entering on this matter, it is worth while ton.it.
that insurance against a risk may be so important a benefit v>
anyone whose capital is not large relatively to the risk, that it

maybe worth his while to pay far more than the actuarial valiK-
of It. For instance, suppose that the chance that a building nf
a certain class worth £10,000 will be destroyed by fire in the
corns., of a year, is one in ten thousand: then the actuarial
^•alue of that risk will be £1. And yet, if the destruction of the
building would ruin its owner, and the chance that he w.mld be
ruined in that way would materially incrca.se the difttculty of hi^

borrowing additional capital, it may be worth his while'to piy
£10 (or even more if it were not to be had at a lower rate), fur

a secure insurance against that risk. But an insurance coiup.'uiy.
with an income from insurance premiums of £1,000,000, would
scarcely feel such a loss; and it is therefore able to reckon the
<!sk at Its actu.irial value. Of course allowance must be made
for tho company's heavy expenses of .administration, for risks nf

fraud, vtc: but even so it might make goo,l proHts bv char^nn '

only £2 against the risk'.
"

' "^

' Tiio actuarial calcuhuions are of the mme ki,>d, but raueU more intricate,
>n practice

:
for partial losses by tirP, which are vrv niwrh ir-nre fre-rur--* tN"

total losses, are c .nnionl.v included. In consequence much higher rates than



DEALINGS IX KISKH MAY BE OF Pl'BLIC SERVICE O.)

This illustration shows how a bank or any other powerful n, v, 2.

iKiainc^s might benefit capitalists of smaller means, if a methoil

could be devised by '.Lich it could bear their risks, supposed to

rim ail in the same (iirection : for it would be to their advantage

to insure at more than the actuarial value of their risks. But
;i characteristic of those risks of a business which are governed

by causes external to it, is that they turn on price movements
which throw about equal risks in the opposite direction on other

businesses. If an insurance company could contrive that the

risks which it undertook in regard to a particular price move-

iiit-nt in the two directions up and (lown were equal and opposite,

the aggregate burden of its risk would be nothing at all: it

would need compensation only for its expenses of administra-

tion.

A balance of this kind is seldom attempted under the name
of insurance. But miscellaneous risks are shared out in various

ways, some of which are commonly described as insurance

:

while many others, not so described, amount in eftect to indirect

insurance. For instance, bad weather on the day set for a

Cormiation procession is a risk against which an insurance rate

is (iftinitely quoted at Lloyds ; and it is of great benefit to

caterers for public entertainment whose risks are exceptionally

large. Insurance against the danger of fine weather is not of

frequent occurrence: but it is ncjtorious that fine weather on a
Bank holiday causes indoor entertainirients to be deserted for

outdoor entertainments and excursions. Now, if it were possible

tu insure simultaneously indoor entertainments against fine

Weather and outdoor entertainments (together with railways,

etc.) against bad weather, for the same day and to equivalent
ainmmts, the insurers might take many grievous risks off the

shoulders of others : they might reap a goodly profit for them-
selves, ,nid yet bea ittle net risk themselves: for opposite ri.sks

would have partly extinguished one another. We are now to

see how a chief function of organized markets is to accomplish
what is in eti'ect a double insurance of this kind, though its

manner is rather that of wagering than of insurance.

th;Us'Uf.'esteil above aie charged: but the general principle by which they are
gjverntd is not affected by this.
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CONSTRUCTIVE SPECULATION: ORGANIZED PRODUCE MARKETS

II. V, 3. :i Chnmctcrixtk-s of organLed markets.

" An organizwl markot " is one the proceedings of which arc
foniially regulated. As a rule those who deal on it are in eftc;

.1 corporation: they elect new members and also the execiitiw
of their body and appoint the committee by which their own
regulations are enforced. In some countries their status i,

fixed and their actions are superintended by Government. Th. ir

regulations generally provide, implicitly or explicitly, tor rh.-

completion of a contract to buy or sell a quantity of a dctiiiitr

coKuncKiity at a certain price, by the utterance of a few wmds
on the (me side, anil by a brief response, sometimes a mere iiud,

on the other. They generally pre.scribe a rather large unit ,is

that to which the contract refers, at all events in the abseiic- .,i

any specific statement to the contrary.

The most highly organized exchanges are the St(-,ckExchall^'r^
of the chief industrial countries. But they can protitabi\"w
C(jnsidered only in connection with the MonJy Markets to which
they belong: and their special problems have but little diivct

connection with those of the present group of chapters. Thiv
may therefore be left on one side for the present.

The chief conditions needed for rendering any class of pr..-

ducts suitable to be handled in an organized market are, ( 1 ) that

it be not quickly perishable
; (2) that the <)uantity of each thing

can he expressed by number, weight or measure; (3) that its

quality can be determinc'd by tests that yield almost identical

results when applied by different otticials. assumed to be exixit
and honest

;
and (4) that the class is important enough to occiipv

large bofiit's of buyers and sellers.

These conditions are sufficient to render organized mark, tiiii;

])racticable. But a fifth condition is required to make it attrac-

tive: it is that the class of things d<'alt in shoidd be gennaily
liable to considerable fluctuations in price. For otherwise the

dealings would b.' confined almost exclusively to prodncrrs,

consumers, and merchants: then' would be little scofte for thosr

Iirof,.ssi,,naI dealers who make a living by sp.'citlatiw puiehas.s
and sal.'s; and who, as we shall presently .see, in some oasi>

render great public s.Tviees by carrying lisks that would oth.r-

wise need to be borne by people whose special a].titudes lie in

iJIJl
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CHARACTERISTICS OF ORGANIZED MARKETS

iithcr directions. It is true that this beneficent work is often

marred, and soniotiines over-bonie, by evil practices which
intensity fluctuations and mislead honest dealers : but, for the

present at least, that evil has to be taken with the good. An
organized market generally gives scope for purcha.ses and Kales

for iiiitnediate deliviTy; and for dealings in " futures," that is

in gcKxls to be delivered at specified future times'.

This fifth condition implies that the things in question are
not of such a nature, that their supply can be varied by rapid and
extensive chang(;s in the rate of production ; so that their price

is prevented from fluctuating rapidly, and remains always close

Ui normal cost, of production. Then- are few material things
v.hieh satisfy all these conditions in very high degree: the chief
ainnt

^
them an; various grains, especially wheat; and raw

cottdii. The authoiities of each organized produce market
fletine the standard, or standards, in which dealings may be
made; and all produce, which comes for delivery in these
dealings, is in.spected and certified as being truly up to the
standard which it claims.

C.iinparatively few transactions in futures lead to the actual
<ieliveiy ,jf the produce. In most cases the buyer pays to the
seller any amount, by which the official price of the quantity
sold may have fallen below that at which the sale wjis made; or
receives from him any amount, by which it may have risen.
Either side may insist on ajinpletion : but that is generally
effected through the organization of the exchange, by bringing
together those who wish actually to deliver with those who wish
actually to receive; '.he rest being "rung out." The practical
effect of this is that anyone can as a rule buy a future, without
being called upon to pay its price either at the time of making
the cntract, or afterwards. Each party is re(juired to put in
a ' margin," which will cover a small movement of the price

' A contract in relation to a future often takes the form of an " Oi^ion ' by
«''i-.i tl..' pay,„ent of a certain sum secures the rigut to deman.l certain
iMn.s („r to sell tliem) within a _ive„ period at a npecitied price: tlie-e two
<'I"" -s may be combine.l, an option to buy at a stated p.ice bein^ coupled with
'
ne t" sell at a stated li.glier price. There are a few cases in wliiei, deb in«s in

vptim,. are part .,f leuiiinuUe tr,de. But there appears to be more force in the
ar.iiii„'nt< lor proliibitni- them by law. than lor prohibitin;,' a !iimple hiiviii!-- or
'"'»• oi 111! me. ; f„r they are lelatively more serviceable to the gambler and
tnt niaiiipiilutor than to the straightforward dealer.

17

267

II, V, 3.

I f

i.,

i!
j'.'wi

1; F

!' iiil

-<ll 'ill I

j'.i^ 'it

m

I

t

,s?s



!

! !

i i =

n

H '

JmIJ rJi

258 CDNSTIUCTIVK .Sl>ECri..Vri()X : ORGANIZED I'KODUCE MAKKETS

n, V, 1. agiiinst him: and.as sooiias the prii'c inovo.scon.sidi'rably ;iL,'iiin>t

him, he is likely to be ri'fjuiicd to make a corresponding udditiuii

to his margin.

Thus liy far -the greater pan, of the transactions are in

substance mi-rely wagers to the effect that the price of prmliKi-

will rise or fdi. Of these wagers some are, as we have setn,

careful, deliberate business operations, sometimes classed us

"legitimate" speculation: others are the almost rand(jm guesses

of f()i>lish gamblers ; and others again are parts of large

manipulative jjolic}', which is in the main evil economically

and morally.

4. Thr services rem/ered by cvustniciiir specn/dfioii m
a Wheat Exehauye, illustrated by its efficacy in liyhtcuiinj

the burden of risks borne by grain merchants and mil/em.

In early times the population bore economic risks, arisinj;

out of the uncertainties of the harvests, incomparably more

grievous than any that fall on any large .-la.ss of persons in the

present age : and the machinery of m )dern grain markets

cannot be ade(piately judged without soTiie recognition of the

evils from which mankind has been delivei.Ml by the gradimi

developnient of organized trading in grain : a little is thenfme

said about them in Appendi.x 1, 1. Milling is now a sulitK

industry, re(|uiring a hii.^hK- technical knowledge of machinery

and of the many vuil.itions of grain. Floui' is not now niaiie (ii

any grain that comes first to hand : it is worked to di^iiiite

standards, for particular districts and classes of consumers, by

approjjriate bU'iidings of diti'erent sorts of wheat ; and tlir iiiilitr

therefore has more work to do <iutside of speculation tliaii

before. On the other hand, prices in his local mai'ket are imw

•SO closelv bound to those of the world markets, that to tiiim ;i

good opinion about them retpiires the undivided energy

able man. The miller is therefore often glad to in^•ure liiiiis

against those risks of his business, which arise, not out ot' the

local conditions of whi<:h he has special knowledge, but nut et

world movements.

A produce exchange can best undertake such risks as these,

because many minds of first rate ability and many hirge

capitals are occupied there m dealing with just these risks: iind

^n^^^pms
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FUNCTIONS OK I-KOITIMATE DEAUNOS ON AN EXCHANciE

l).>r;nis(' iiiiuiy of the risks are in opposite directions jind cancel

line another. The broad shoulders of an excliaiifje can cairj'

without cHort the intense risk, relatively to his financial streiH'lh,

which the chance of a rise in price has iniposerl on oni' man : and
can generally neutralize it l,y carryinj^- the e(|ual risk, which the
chance of a fall in price has imposed on another.

It is of course irnpo.ssiblc to ix-co^m/A'. officially contracts in

every sort of wheat. But a standard sort and quality is set
forotticial dealing: and when actual delivery is beirjg arranged,
sorts differing in some specified small degrees are allowed to
be substituted for the standard grade, under special adjust-
ments as to price, which are ordered by the officials after

insjM'ction'.

A British millei- may bring shiploads of wheat of various
(ieseriptiona alongside his own elevator, and n)i.\ them by auto-
matic How in various proportions to make different sorts of Hour.
He often buys direct from far-off" farmers or local elevators,
thrdiigh agents on the spot, who know his reipiirements exactly:
hut he can, if need be, .send special instructions in return to
telegraphic reports: basing himself on the la.st records that have
been received in Liverpool, or other centre of the wheat trade,
of the prices of standard grades in all the chief markets.

Having ordered the purchase of a certain (juantity of what
he nr>eds, he " hedges," by selling at once in a central market an
''luul (juaiitity of standard wheat for delivery at about the time
at which he expects that the wheat, which he has just bought,

I
(a-adiiif,' by Amnicaii elevator cotupanies, of atain sent to tbem by

farniris. i< not always without reproach : thoUKii in tbe main it seems to be
f'lirly C(,rr.ct. OUicial iinvMug is generally careful though it varies a little
'mm pne place to another. A lont; rod, with a row of .-mall boxes alonf; its
who!.' len^-th is pushed to the bottom of the truck or other receptacle in which
:!i.' ^rlull is. The boxes are Hien opened and tilled by a single movement ; and
old fiainliileiit methods of making the -rain app.ar hett.-r than it is, bv con-
" ntrntinu- m»l (lualilies in thos,- parts of the receptacle from which a .sample
*;is most liliely to be drawn, ar,. stopped by Kradinf; the whole as of the lowest
quaiiiy shown in any box, where there is any difference. The srading is based
cln.lly ,,n wei-ht per bushel, colour, condition and cleanliness : the last three
fi.iiieiits bein- decided by iiidivioual judt,'ment, which aupears to be iialde to
pircj.tibl,. thouu-h small variations : and it takes little or no direct account of
strciii-tli m (,'luten, starch or other matters which are important to the miller.
ftteibc lleport of the Industrial Commission, vol. iv. p. 4;^2. That Conmiission,
arpointcd in 1S98. is.sued its nin-to.ntb y"1"»"o • mO" - M t'. .-».

ii'i many statements as to American conditions made in the present work.
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2G0 f'ONSTRUCTIVE SPECUI.ATION : ORQANIZEI) PU()I>rCE MARKKTs

II. V, 4. will be in his ck-viitDr rtiuly to be iimilo (jiiickiy into Hour. If

whf.it lulls in the intcrviil, his Hour has to coinju'tr with that

niiulc from cheaper wheat ; but, what he loses thn.iii,'h that liill,

is ri'turned to hiui almost exactly by his ^am on the "future'

wliith he has sold. (Jonver.sely, if wheat ri.ses in the interviij,

he has to {)ay on the sale of his " future " about as uiuch as lir

ffains from the corresponiiing upward movement of his Hour.

By buying a future he does iwt speculate; lie throws on the

shouhlers of the general market the risks and the chances (jf

gain that would otherwisi' have come to him through general

movements external to his own business. The elements of ri>k

that stay with him, are only the chances of some divergeui-c

between the price movement of the standard grade which he

has undertaken to sell, and that of Hour of the sort which he is

preparing to make : and experience siiows that that divergincf

is seldom large. He does not speculate: he insures'.

Meanwhile many millers have made contracts to delivt-r

Hour to bakers and others in speciHed quantities and at specitiid

times and places : and prefer to buy their grain as they need

it. These millers run opposite risks to those of the set just

considered : for a rise in the price of wheat might cause thnii

heavy losses. So they insure themselves by buying futures (in

the Exchange. In so far as the sales of futures by the Hrst set,

and the purchases by the second, are for equal amounts and like

times, the resulting risks cancel one another : whatever excess

of risk there is on the one side or the other remains to be borne

by the dealers on the Exchange : and their shoulders aie very

strong for the work. Of course the miller who buys a future,

can demand delivery only in a standard grade : and if he is

producing fine qualities he sells his right to that grade, and

buys direct those sorts which he wants-'.

' Exceiition must imlced lie n.nde for tlie improbable ca^-e in wliicli li;s

Kale of a certain f;iade for future deliverv eoinen at a time, whiii tlie jirii'i- of

that Mrade i-< liem^i forced up by a campiiij;n on the Exchftni.;e to "corner' those

wild iiave sold futures.

'' Tiie general position is set out clearl.y by Prof. Emery in liis ». ik uii

' ocl; iiitii Vioilure KxchniHifs. 1S9(;, and in his paper read to the Ami lican

I'.eunoniic Asm>i iiition in IM)'.). It may be iiote.t that the miller wlio conliactn

ia advance to deliver Hour of a specially line ipmlity i^ put in a better (ki.-Ukid

ijv iui.MUt: 11 liiUiif mH til.; iOxci.ar.hC than he woiiid prubai.ly be li.V Cv- '-"z
with inuividual dealers lor the delivery to him of the sorts tluit he exjiei-ts t)

If;
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FUNCTIONS (IF LKOITIMATE DKALINOS ON AN EXCHANGE 2«1

All ffTciit wheat Exchanges are in close touch with one 11, ». 4.

.mother; their movements are now reported at short intervals to

thi' local markets of the districts which they severally dominate ;

and though jKissin;^ Hiictuations are ignored, ii great change

fiom one montli to another teiid-i to iiiHuence the breadth of

sowinL^ and the assiduity of weeding, etc., of anv who may he

tlioiightfully inclined. It is to he reniend)ered that there is no

month in the year in which there are not many cultivatois in some

|iMrt of the Northern i>r Soiilhern Hemisphere, who are making

[irc|)aration for, or actually sowing, winter or spring wheat.

I.'ong .ago Knglish farmers complained that corn-factors

ananged to keep down the price of wheat just after harvest

when the farmers " had their jiaynients to make," an<l wi-re

compelled to sell ; and to raisi' the price against the public

Inter on'. The modern viTsion of that complaint in .\merica is

tliiit futures iire sold down on tlie Exchanges immediately after

harvest, in order to lower the prices of wheat for immediate

delivery; and that the piices are rai.sed afterwards so that the

foiisiimer does not gain what the jiroducer loses. And, while

farmers' organizations complain that speculation in futures

lowers piices, milU'rs' organizations complain that they have

the opposite etiect : but analysis ami statistics seem to show

conclusively that neither contention can be sustained-'.

nmi. Such a tuntract would be difficult to make, and ' wiuld be liable to un-

certainty and friction in the execution. Wlele bu,vin>; ,ire on the Kxchangc
he puts himself in command of fuuda apportioned ' le prices of the time at

whicli he needs them ; he then buys after inapoetioiL nd possibly readjusts his

cunibinations of various sorts according to their sev .al conditions and current

prices. The liritish miller, especially on the Mersey, the Clyde, or other chief

waterway, has a choice of wheat from a (.'reat number of soils and climates in

all parts of the world, and has generally at command several alternative

cniiiliinations of diverse qualities by which he can reach any desired result.

' Sic (•.()., evidiiice of a Sussex farmer before H. of L. Committee on
.Vvi.'iiltiire, Iftlit;,

(J. 34, •.>,'», (1.

- The In lustrial Commission after a full liearin;; of the ari/uiiients of

fariii'Ts and otlu rs in the opposite dinotion, conchiiled {It'po't, vol. vi. p. 22:!)

that ' prices i revailiiii; at the time when product rs dispose of the gieater jiart

of their products are greater in compaiison to the rest of tlie year than they
•*i:Tv bofuie the a.lvent of modern speeulaticm."

In rr^urd to German experience, sec a chart leadiuj* to a similar conclusion

in C .n.a I's (Iniiidris.i iler I'ol. Ock. i. p. 220. And Table VII, in Mr Hooker's
(lapir on "the suspension of the Berlin Produce Exchange." Stathliail
J.::r::::i KliHl, i^jdicit-'^ that tli= li-rrraan p.icrs f.^!! hel^-w the Araeiiean
'-'sc iitioiially just after harvest, as a result of the suspension.

^1
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rdNSTIMCTlVK .SPKrn.ATKIN : ()II(JAN1/Eh I'UoDircE MAKKKls

( >ti thr whole it sfciiis sjit'c hi ckmcIikIc that, sinrv those, wIk.

buy Ixcaiise their invest iirjitions lead them to think thai ih'-

supply is likely to run short, t sell hecaiise they are eoiiviin , i|

it h.iM lieeii nnilerrated, will uain if thiy are right atid lose it

they are wnm^r; therefore they are in tlu'ir own interest ((.ti-

iribiiting to the public the best jndj^'ment of minds th.it ,im

j,'enerally alert, well-informed and capable. Their inHiieiic

certainly tt'iids to les.sen the amplitude of price variations Ir.ni,

place to place and from year to year. Mnt let us turn to look ,ii

the evil side of such specni.'itions.

Tj. IhalitHiH in otyiinkrU iiuitkrlH an /iah/r fa nlntx, hi/

unmnipulouH mtti, aided an tluij a/fni an- hij thcfnllij n/ ill-

in/ornud spn-idatorH : hut flic jtnuur of Kellini/ thr future
vommaud of a thhiij not //,( in f)<mnrxni(/ti hax hnjHtrhnd
UHVS.

Manipulative sp(>culation ha.s many forms and many di'Lfivis.

Its chief method is to create fdse opinions as to the j,'eneral

conditions of demand and supply. A cliqu(' will lead the

market <,'enerally to believe that they are workintr for a fail,

when really they are bnyinj,' (piietly and by indirect nie.ins

much more largely than they are sellint,'; and conversely they

.ill buy openly, when they are really speculating for a fall. To
publish definite false news is an extreme measure, bringing -d

prompt a punishment, that it is generally avoided by shrewd
mam'pulators. But false suggestion i.s a chief weajxin : ,tiid it

h!»f< i< any .shades, .some of which seem trivial, that men i.f

fairly upright character aiv apt to be dniwn on insensiblv tn

condoning and even practising it'.

When a large command over wheat (or other [)roduce) \\a»

been (piietly obtained, ;i clicpii' will sometimes go on b'lvini,'.

till all that can be made av.iilalile before the time .,f >ei ileinrrit

' A rise in pricr at (say) ('liioa;;.i, is ortcn stiirtod by orarrin.L; tlir luinM ;<of
some i]iillii)ns df l)iislii'N n Livcipodl (in ii iTitain ninrnin.'; ~o a.s ti) siiij,'>>t tn

tlic Chic;i-u ra;irl(L't, v., u it oji, n.-i ii f.-w Imiirs later, tliiit informitinii m
possi'KHion of the Kn-li»h wlav't tnulc points to sonic scun.-ity in Mipply
relatively to lienum.l. A^'ain, wh. ii a powerfnl specMilator w slies td liuy, lir.it-n

inal<es iai'tie .sales oj^nly in liis own market; and a little later eaiHcs v, be

' — '*- ^ * ".• ••' '- .-fjt •_"iiii, ![i;;l-i; i:;r^tT arnoun;:'. :;:r:;v

in distant markets, to which tlie news of his sales has of course lieen telc>;rajiliei.

ilj II
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ly sold . ami tlu'ii f,'i> un Imyiii;,', till the |»ri<'t' hiis \hvx\ II, v, 6.

I lip t< an txiir liitaiil 'I'llus iimccsH IS of coiirNf

l:uililat(<l by th'' |)iiicticr, that prcv^uLs uti Aiiirriraii Kxchaii;(fM,

lit liiiviiiK i"><l M'liiii^ ill a sort lit' aiii'tiitti t.|iiri to the wIkiIc

iiiarkrt. Till' cliiiur, it' siici'isHtiil, finally lit mit, I'vrry ntH' whn

hiLs iiviT-sniil, at [irifis varyiiii; with his means : to?- if is against

tiiiir iiilriist to iiiaki' piuplr lianknipf. Soiiir of thi' corrifi's

laik' liavf a cuiisiilrrahli^ |)lacf in history. Hilt thr virytllUS II

)f th niiiili-ni M otuv-in irkt't anil niudfrn inrans of

iniiiiininicatioii, which stri'M^'thrii thf attack, strcnj^thiii also

iinil in a greater deirree the defence oH'ered by the coniniiinily.

Thr I'liiiiie may pl^t in secret: but their dealings, however

ijisjjiiised, are soon interpreted l)y operators about as shrewd as

lluiiiselves. And the larger the plot, the more surely will energy

uiiil ability be directed to the iri(|uiry, whether the movement

which is on foot is rt'ally justitied i)y the general relations of

ilriiiaiid ami supply in world markets. If that appears not to

I hostile cliipie well financed will enter the field:

ight.

be the

anil it will be secure of victory, if its calcidations are n

Kur if two teams of nearly eijual strength are pulling in opj)osite

ilircctiiins, that one which is pulling with the s1o{H' of the hill

iimst surely prevail'.

In all such eases a [Kjwerful (diipie reckons on obtaining

it, though unwilling assistance, at all events in the earlier

[ages of its campaign, from the folly of amateur speculators.

KT''

Fur such men do not understand that the atifairs of a great

' Thus ^1: Par Iriilgc in lH'.ll-2 M)kl vast iiuiintities of wheut iit Chica^;o, in

tl.i' hilii f ti,;a tile niiuki!''s (>tiniatts of tin; i-rop wlti' too low mid that tlic

iiiiri 111 li:i:ii luicr w
filial at a lii\V(r prir

as tui) liij,'ii. Ill' was li^'lit, so he was alili

tliaii !' i.l fo Till

lu to buy bark the

rktt if not often ttiiis

a it was wroiii; a^'aiii in ISDV wlion Mr \a itur tlioU!.'ht that tlii' currnit

nf til- LTop Wire too liif.'li, and tlif prior too li

111 PIS liai-l;, ami aidcil by others, he lioiii-lit f;reut iinantilir

iii\ii . -.t'l.r |.n vi'ntiiiK wlicaltiiat was noi nn.^ri

ail! «a- thus alilr to iiiako iiianv ot thoso.

lii^i

who had

llavin:.! Uirj^o funds

idojitin^ sulitic

1 1 from roariiuiKChicaf,'!);

Id to 1 iitu, pay vi:ry

Hut!ii;,'!i |i!iii< for (lif.iult of iliiivury wlien thi' liiiii' for hrttlcn). lit caiur

ha\iiL- w.ui oiii' buttle, he attcinptid another: and, p.iitly la'caiisi; he had

iiiiii'MUiim)^ eiiiiiit'e-; a:;ain^t bi'ii, he faiierl j'lievously. His .-eeond M-nturc

mil, m1 illu~tn,te.l the General rule tliat sensational snoces.s in ereat speculation

leui- |. streni;then t! le nervous, tonlident temper in w liieh it onjjiuated. It

•H la-huess in veiiturini;, and an even more daii! inability to

i/e defeat, in fai-t lit siieenhitor hi I Iv ever rested on his

nry : he has nearly always iiersisted till overtaken bv disaster.

J), .::

if
jit. 11m
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('ON'.STIir(.TIVK SI'M'II.ATION: UKdANIZKK l-|l( .IH'CK MAUKKTn

H|)«'c,ilulii)n rt'iiiiirt' ihoruu^rli ((luipini'iil with ktiowliil^rr that

in lM'ytiii(J tli.' rciicli i)t till' ;r.iicriil |iiililic: tin y dn not .s|).i'iilaii

alti(j(tth(T ill liimlorn ; hiil they act iiion' iiiiscliicvi.ii>,lv ami

iliNistroii: ly I.I llifiiis.-lv.'.s than it th.'y did. Fur wh<'ii a min
di'cidfs, withiMit, any hiiiN whatever, on which ."(ideKf' uri iiiicrri.im

event, he will wugrr, he will <>t eoiirse lu.se any charps ih.it

may Ix' levied on his wai,'eiinir, and these wij! aernic in ih,

meiiihers of the Kxchan;,'e : hut, he will, a.n a rule nd i.i-.r .im

more; (ur, il he act.s al»M>hitely at rundoin, he i.s alieut as hkcK
to go in the rightdirection as in the wrong. The tees which h,

pays help to tiiiunce constructive speculation and tiaile. aii'l

conlriliutf ii little also towanis the ex|M'n.ses of malign strah^v
Hut, ill-informed .speculators generally suppose ^hem-^lvl^

to he hasing their action on the mos», recent news. Nuw, thi

latest information accessible to outsiders has neiirlv always 1mm
acled on by well-iidoiiued persons, and has exerted the tnll

iiiHuetice, heloiiging to it, belore it reaches the public. Thrv
are therefore likely to buy, when a fall is more probable than ;i

rise, and vice versa: and in the long run they would make lo.s.sis

by which better informeil dealers would profit, even if all llir

news, which comes in their way, were designed to lead thcni

aright. But in fact many of the stateirients and suggest ion.s,

by which they are guidi'd, have been siwcially prepared with

the purpose either of inducing the unwary to buy, because mi

unscrupulous speculator or cli(|ue wishes to unload; or of in-

fliicing them to s.'ll fi.r the o|)j)osite reason. In other words

they are, to their own great lo.ss, a powerful force on the siilc

of evil manipulations of the market'.

mi'
1,5 '

i-i«

Thus the power of .celling the future ommand of a thini;.

not yet in po.sse.ssion, is liable t,, .vbuse. Hut, when ii.sid liy

able and honest men, it is beneficial: as is shown bv tlic

havoc, cau.sod by epidemics of unorganized speculation in tlic

value of land, such as are not infreipient in new couiitrio.

Speculation for a rise in the value of land is alw.iys easv : aiiv-

one, who has considerable mcins and believes that the laml is

' A full I'xrlanation of the folly i if .such men. writlnn in;vny yciirs ni-'o liy

Cnimp, Th<- Thnn, i,f Stork F.xrh.mw ^pculntU,,,. is in t!ie niaiii ai)|.lie.il.le

t,; iJrL-.s:.nt con ;ti.,ns.



UOOli AND KVII, OK oIKJAM/.KI* MAKKKTH •jt;.-)

IxitiL' Hiild iinilii ilH trno vuliic, m liiini il Ik um •< In low those n,

.il ivhich it i.s rapiiWIiv can liiovc its |)ri(<' iipwiii ri \t\ Ituyiiij,',

iiiil iisirij^ his piirrhiiHcs as security tnr loans «iih which he

biivs a^ain. IJiit no one imii speculate for a liill in tlie \aliie ot

lillui, cxci'p' to the cxieiil of selling' an\ liial he happens 111

hiild. Those who have kiiow|eili,'e, lint no iaml to >e||, are

illlillljc |o Inill it lo etl'ect III clleckill'^' all excessue ijse, III ill''

Muu- way lis they conhi il it rereired lo a ihinj^ tor which

;hrn is an or^ani/ei| niaiLct ( K coiiise in all -nch iiialier>>

npiiiiiiti is iiniier inlliieiice Iroiii a |)iil>lic press, in which \vi--c

iiiiii lioiiest counsels have lln' upper hanil in nnliiiaiy limes;

liiil this iiiHueiice is apt lo tail at critical liines.

For instance, the IiukI Itoom of ISM7 iSIU) in Mellioiirne

1» jaii in a shrewd ant icipation liv ahle nieii thai the hiisiness

"t ihc c't.y would rcipiire a ;,'rcat e\teii>i.'ii oC the areas used tor

whnlesale t ladi!, doinest ic and t'oreii^'n; and lor j,'enera! purposes.

Thi'v hoii^'ht, anil were able to sell al hi^liei- prices: lor their

>iiivi ss hastened a ^'ciieral appreciation of t he j,'real possihilities

if Millioiirne : and they were joined hy others, not all of whom
Wire capa'nlc liiisincsM men like theins(dves. A little later, a

lar>,'c p.irl of tin? population had honj^hf land to the tiill

ixtciil of their own capital, if not heyund. No etVeclive note

Wiw .sipiindcd, or coiil(l well l)e .sounded, to warn them that the

rix' III jiricc had far outrun ail rcasonahle expectations; and

that when the huhhie was jiricked, business would be so crippled

that the value of laud would fall fast and f;ir. ('onst'(|Uentlv

Millmiirne passed through a period of j^mi'vous distress'.

i;

i r;

r I-

V<m

' Wliili'tlu' linoiii wa.'fyct far fiom ii'* climax, a Mi'lliouriu! business man toM
IK- till' |iric'i' (if lunil in a part wliicli was indeed well suitid fur cmnmeiee and
nuiii.-irv, but wun adjoiiieil by nuieli iie;;lfi'ted land witli iilnmst eiiual natural

I'lvaiitancH. The piice was in fact hJKlier liian in any jiart of London, exeept
tH'i i>r tliri'f ni'ies near the liuyal l:).'ichaUi,'e. He said that prudent men knew
tiiat a liTulilc catastmplie was near : liut having,' already soM all the land whieh
!i ii.vcoiitri)llfil, they had nodireet niransofinHiiencini; prices ; and their opinions

»ireuniii eded. If a (,'reat i|Uantity of (laiires couii'. have been koUI by siieh tii( n,

a-M«iii lis |iriies had ijone a little beyond their reasonable level, the .-illirs w, mid
liiive enrieiidi Iheniselves, and conferred on Melbourne as a wliol.' a benetit

niani tines as laiye as their own ^'aiiis.

A litlh i-, sal, I in .\ppeihlix I, 2, uboiit cotton excliaU),'e: and trade in some
partully .^uin.Uirrlizid crude products.

!i
r

i,.i



I

!li

1'

I :

i
'

266 CONSTRICTIVE SI'KCULATION : ORUAN'IZED PRODUCE MAHKKTS

n, , !>• G. Sitnie marketiiKj rinhx rdathnj to "ordinar!/ '

prn-

(hirtx can hf trtiitx/trird hif J'onrard rnufnu'fn: but tk

majotity am hr (ttlcydtcd otdif an iiwidciifg of the deleyatum

of eorrexpondtnf/ J'lnietioiiK.

Tlu; methods of transfcrrinf,' risk from the shouldi rs of ..n,

.set of men to tlioso of others, more fitted to heiir it, whieli hav.

MOW been coiisidi'red, aie not jii)plieahie to ui-(Un(iri/ pnniud?

that is those for which no highly organized market is avuilabli

But something can be done in that direction by other methiwi^.

and the increasing compk'xity of otisiness often inclines the ppi-

ducer to delegate all such responsibilities as he safely can.

When two men are in partnership on eijual terms, it i-

frequently arranged that^ one gives nearly his wholti energies ti

making, and the other to marketing. Again a very large bu.siiu,sv,

whether in joint stock or not, commoidy entrusts to each uf

several heads of departments responsibility for a group n|

details, some of which are considerable, relating to the wlmlt

affairs of a small business: each of them discharges a share of

the functions of the business; but, as a rule, he bears little or

no share of its ri.sks. Function can indeed be deleiTated tasilv

without associated risks : but the class of risks which can k-

delegated without any corresponding function is narrow. The

risks, which can be transfi'rred without function, relate iiliims!

exclusively to defiiute particular transactions; and the chiif

instance of these has just been considen'd. The associatni

functions and risks with whu-h the ru'xt chapter is cliiiriy

concerned aic incidental to some stage in the journey of various

products on the way from luanufaeturers, or other producers, t"

ultitnate consumers.

\V(" have seen how an organized laaiket enables a proiiiiKr

to secure in adxance an adequate sup]ily of certain materiais:

and how it also enables him to insure against, a loss, that, riiii;ht

result to him indir.'ctly from a fall in the market v.aliii' nf lii-

materi.d while he is working it up. So tar as futun' suppli.-

of material go, the same security can be had in m.'Uiv elahscs.if

work by a coiitract for future (ieliv<'ry : though it eaiiinit 1«

undoM. ,ir moditied to suit .dtered circumstances bv a cnin-

piiisaLoi-^ >aie, as easily as ii couhi if an organized niarkii
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KISKS INHEI'AKAHLE FROM CORRE.SPONni\(J FUNCTIONS 2(i7 % :

iitfcri'il li cilitioH for a salts of futures. For instiince, shipbuildci-s II, v, ti.

iiid other users of half-finished steel products eoiiiinonly buy

thrir materials in advance as fir as {)ossibie, when buildinj(

iiuliT I'outraet : in which course they are aided indirectly at

liiist by partially ori(anizi'<l markets for some products. Coal,

K'liit'f material for many industries, is too various in characti'r

1,1 !)(' handled in a highly orj^anized market: otherwise the

iir;iliiii,'s in such a market might at times sui'[)ass all otheis in

VMlmiic and excitement'.

Thus by private contract or otherwi.se it is sometimes prae-

ticiiblc to insure a business against loss by detinite changes in

rriiii,'ni-ed prices, as thoroughly as against losses by Hre or

uthcr sjjccific accident. But it is not po.ssible, it is scarcely

even conceivable, that insurance shoidd be ort'ected against the

results of slacknCvSs in action or errors of judgment. Such risks

must remain with those who control thi' business and appoint

its otticcrs They may delegate some of their functions, and

Vft bear inese' risks either in whole or in part: but it is

;,'en('m!ly impracticable to transfer such risks without trans-

tiniiig the fiuictions to which they are related. A producer can

iiidced t' ifisfer to middlemen .some of the risks of marketing,

whifh he uaist otherwise bear himself: ])ut he can do so ()nly

koaiise that transference is incidental to a transference of

s'liiie timet ions to them-.

To this fact and another which is closely allied to it may

bo traced many of the chief characteristics of modern iTiarketing.

' riur.- ail' iiiiiny luciil coiil markets in Britain, ciu'li liaiiii.u' traile tonus

iiij ;-.!-( s )iii:iiliar to itself: and, thouiili the liroad dualincs of tlie London

Co^il Kxclian/c in almost evfr.v variety tiave introduced some uniformity in tlie

i:i"^iiii(iit-^ of laicus, no apprnaeli to a satisfactory reduction uf all varieties to

tiiiir tquivalcMt-^ in several standard sorts is yet in sij^lit. Comparatively few

lOiji^uint IS iiiai.,' ilieir eniilraets In advance witii mineowmrs : but tlie middle-

m-n s il.,iliii-s in siieii eoTitracts are so vast as to bear some comparison witli

'.M-e ef ,111 cruaiiizi d market. They even occasionally liear tile market, in

•!t:li i,> [ili'aiii I'av.riralde terms from eoatuvners for lar^e contracts fur tlu'

cjiiiii;:' si.i^Mi: lail for this purpose they do not sell future-^; they menly
>viililni',l till ii cu.-to!nary purchiises for a time. (See the aci'oiint of " Ihe

iiickiliiM. ,

•
i;. lal

" i,v J'lof. II. Sianiev Jevons and Mr David Kvaiis in I'r'Uticai

i'lull Mnaiiii.)

."ii me "[iiot'it and losv sharin;^' sciieniei may seem to point in another

iiroii '11 : Imt the {.'ctKial trend of such achemts does not. The orilimiry share-
''- '. u hi-.-i: ji;int sti:e'k cumpany bear it;: ciiicf ri^ii:-, but df!f;;aie ucariy

tiu: aIioI,- iif tlie control.
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n, V, (i. Till" second fiict is t-hiit thouj^h each bargain ini an opon inuiliii,

whether an organized cotton market, a cattU- market, op ;i tivi,

market, stan(is very mud) hy itself; the dealings of .-v nieicimtil,

liouse with its customers cannot generally be isolated, either a-

reg.mls their costs or as regards their rewards, as to whicli inm,

will be siiid in tlie next chapter.

In

I!
'

'i

! 1



^^W. M^. WS?F'r

CHAPTER VI

SOMK HROAI) PIIOKLEMS OF OENKRAL MAKKETIXd

1. Tht' coHtx find rUks of marhthuj attarh to irho/e U, »i, l.

/)TO«'.sws rather tliiiii to ptirtimlar traiimrtiona . mail!/ of

tlicni arc common to a great part, and name eren to the

ii-hnle, if the affairs of a hminenn.

Let us revert to the notion that " the co.st of [irodiiction,

which controls vuliic, n.-latis to whole procoKscs of production,

Hither than to any particular parcel of products'." L<;t us

fiiliiw it out on the coniinercial side of the business of a

builder who works only on contract under pref;ise specitications,

iind (;.mtracts in advance for his chief supplies at fixed prices.

Hf has indeed insured himwdf against all the most prominent

nsk.s of marketing; but more risks remain be-hind than appears

lit first sight.

Siip[)ose that he has insured against a rise in the stanilard

rate of wages of each chief class of his euiployees. That will go

hut H little way, if he does not get hold of at lea.st a fair pro-

portion of able, alert and hiyal men, and manage them with tact

and firmness : nor is his success likely to be permanent, if he-

fails to di'tect and attach ^o his business those who will in the

iDiirsf of time be fit for promotion to leading {)laci,'s. He

caniiut insure .igainst tiio results of errors of judgment in such

matters unless by sub-letting contracts; that is, by handing

iivir \n middlemen certain functions, with the risks attached

til thi III. Ac-ain. as his business increases, he must decide

wh'tii- r an extension of his plant is likely to Vie turned to

Mithcieiit ai'couiit it; future undertakings to br remune'nuive.

He luav be doubting whether to enlarge his carpentcTs' shed, or

' So.! above, \K It'O.
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11, VI, 1. in buy a. sti-ain mortar-grindiiiir inachiiic; or, if ho is in a larK^

way of tradi', a f^Tcat derrick gantry. \Vhic-hovi;r way he dc.cid.s

any one of those (|iicstionM, ho must run a risk of havinj,' chin

to rcp^rot his dooision. Constructive speculation, as was an/ii,.,i

at the l)eginninj,' of the last chapter, is inherent in nearly > rv

business decision : tlioro is generally ;i choice of risks, bul scMnn,

any choice as to whether to take a risk inherent to a furietion

save by transferring function and risk together.

Now it may appear that, though the pnjductive sid,. „t

a business involves large decisions as to investments in pknt

etc., which will bear fruit slowly and only by means of their

services in many various undertakings; yet there is no similar

obstacle to the assignment of its particular costs and rewards

to each several marketing transaction. But that is not the

ca.se. On the contrary there are many marketing problems in

which the most advantageous course may be found to lie ir,

making a htss on particular tran.sactions. A great American

trader gave instructions that, when a customer, who did rMt

know her own mind, brought back a recent purchase somewhat
the worse for its Journey, it was to be taken back, and the

full money returned, unless there was rua.son to suppose that

she had not acted in good faith: ho reckoned that where h'

thus lost half a dollar in monen-, he would gain a dollar's worth ui

good will. The success of his method points to the finidanienral

principle that the marketing side of the work of a bu.siiiessb

an integral piocess. and not a series of independent transact ions.

The marketing reputation and connection (d'a business may

be ., iu-ger pi-o})ert,y{or "ca])itnl") in proportion to its eiiiiinirs

than is the fixed plant of a iiianufactiii-er in some industries

Reputation for fairness and generosity in dealing, is a pmpeitv

.seldom ac(iuired without special oHort and .sacrifice, ami is a

powerful factor of success in all the undertakings of a biisim*.

The reputation :u-(iiiired by large gcnei'al advertising is oasy.it

attainment, thoui-h expensive, it is indeed .seldom of nmeli

valu.', unless accompanied by cap.-ibl.? and honourable (ieaiin:;

but, when attained, it extends in varying degrees to all prediuts

made (jr handled i)y the business: a name or a tivide mark

which has gained goo.l funo in regard to one iirodiicf is a

great aid to the marketing of others. Again th.' expenses ot'
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iiiivertisiiij,' by moans of fi Hnii's coniinnrciiil lnut'llt>i-s, mid the II, vi, 2.

rt'sultiriL,' siilea, are eomiiiori to a f^rt!!it part of its ixisiness.

A single prominent position in a great tliorouj^hfare promotes

the sjile of many various things: thi; knowledge that a trader

iibtiiiiiH of the character and s(»lvency of his customers, and the

(iMiiiioii, which they form of the soundness of his advice as to

thf quahties of diti'ererit sorts of his goods, extend from one

part of his business to anothcjr.

Some of these considerations will be developed later on.

But enough has perhaps been said to support the conclusion

that, with a few exceptions, the costs and risks of marketing

any one commodity cannot be separated from those of others,

which are handled in the same businesses. Kach of the trades

of the fishmonger, the greengrocer, the grocer, the milliner, etc.,

has a more or less clearly defined set of costs and risks. But

there is seldom a clear line of division between those which

belong to particular branches of the same trade. When several

trades are combined in the hands of the same I'niversal Pro-

vider, the costs and risks of any one department cannot be

stated separately, and only a vague guess can be made as to

the part which it has played in making or marring the success

(if others.

2. The orgaiihafioH of trade in in the lomj nm as ritnl

til cDiiHiimcrs an to prudnccrn and tradtrg : hut the eirr

hu-ramiiij energy, irith n-hich sellers pnnh their r/oof/s an the

mtice of hHi/er.% *".< an inei'itahle result of modern dcrclop-

1)1cuts.

In all this it has been a.ssumed that the necessary arrange-

iiieiils tnr marketing an-, as a rule, the business of the .seller;

while the buyer remains relatively inactive, liefore going

tiirtlur it will be well to consider the causes which make this

a.s.siimi)Uon reasonable and even necessary in the modern world
;

ihiiiigh it would not always have been ri'asonable.

I'micr a systt'm of barter, noither party to a bargain could

be called a seller. But as soon ;is money came into general u.se,

it became obvious that a j)erson who had money and a free

raiii^f of the niiirket in which to spend it, was in a stronger

position than one, who had a .stock of goods which he could not
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II. VI. •_'. turn to .iccoiint easily except by first exchjinginj,' thetn for

liieiiey. This superior strenj,'th in the |Misiti«.n of the hiivit

was ti'lt strontrly in foreijrn trade; and it contributed rmich f.

the Mediaevid and Meicantile preferences aj(ainst theexportaijnn

(it the precious nietals. and in favour of their iinportatioti. As

time went on, the cruder arjjuinents in .supjiort of these

J)n')erences fell into disrepute among thoughtful people: bm
the fund.unenial notion that the buyer confers a greater heiK tit

on the seller than he receives in return, governs the pel icy ef

many countries at the j)resent time.

()t course the peasant in a backward cituntry, whose supplv

of food has run short, often has access to only one man tnmi

whom he can buy grain, or borrow the means of purchasiri;.':

it there are .several griun dealers and lenders (for the iwh

functions are commonly combined), they are likely to be aciiii;;

in combination. 'I'he harsh exactions therefore of inonopelistie

sellers take a much larger place in Mediaeval history, and m
the modern history <>f such countries as India and Russi.i, than

do those of UKUiopolistic buyers. And as we shall presently see

s{)ecial circumstances in America, and still nmre in (Jenii.iny,

have put great ]iower into the hands of monopolistic sellers nr

combiu.itions of sellers. But buyers in Kngland seldom siiffir

men' than a trifling iticonvenience from the refu.sal of a seller

to suj)ply them at a fair cost price : for the sources of supply are

geni'rally numerous, and thi'y are very rarely combined under

one control.

The opinion that buyers have the upper liand has indeed

been promoted by the common habit of looking at immediate

and transitory rather than ultimate and enduring results; in-

sufficient attention being paid to the distinction between the

gain which a .seller m.ikes on a particular sale, when the existence

of his plant and his 1 isines.s organization is taken for granted:

and that which hi' makes on his sales as a whole, when the cost

of setting them up has to be reckoru-d in.

'! I:e advantage id' obtaining a bioad market is often much

ex.iggtTated. It is argued that if a mamifactiirer is ready

to supply a thousand bales of cloth or a thousand mowing;

ii::ichinrS ,1 VVe-edi, he iii,-;y be losing money oil ,in output, ed' iiv.

hundred weekly, though they are stdd at a price that would giv.
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him fliir profits .m iin output ofsL-VLii liuri(lrc<l, and hi^'h profitH II, m, a.

on an output of a thousuiiil: and it may be Hujrgostid that these

tijruns indicatf the cconomiL'.-i to he j,'ainc(l by pruductiuii on a
largi' scale. But they do nothing of the sort. They iridieute

thf economy to be gained by adjusting plant and business

(iri;.ini/.ation to the demands that will be made on them in normal
times, and by pn-venting as far as may be Huctuations from one
seiiseii to another. If two cloth manufiictiirei-s .sell on even
tirms in the same markets, and have the same percentages of

unemployed {»lant at various times of the year, the fact that one
of them can produce ten thousand, and the other only one thou-
Siind bales a week, will occasion no great diti'ereiice in their rates

rtf profit. For the technical economies open to the two will bo
very nearly the .siime, and each will have some Jidvantage over
the other in administration. And, if the smaller producer ha.s a
steadier market, or is in better touch with it, .so that he can
keep ninety per cent, of his plant at work on the average, whih;
the larger can keep only eighty per cent., then the smaller will

make the higher rate of profits.

Thus the statement that the buyer confers a gn.at benefit
on the seller assumes that, for .some rea.son or other, the .seller's

market has fallen short of his power of {jroduction, and that
the buyer helps to bring it up to that power. A sudden increase
in the number of buyers will of course move prices strongly in

favour of sellers. But if it lasts only long enough to cause a
great (leal of new plant to be erected, then it will be a great
injury to sellers. For the high profits which they make during
the short time of boom, will be much less than the lo.s.ses <jf the
probably much longer time, that elapses before normal demand
ha.-i risen .so high as to enable them to keep this larger stock of
plant nmning iis steadily as before, without selling a large part
"f the produce at forced prices. This then is the second jjoint
to be made clear in interpreting the statement that the buyer
stands to gain less from a particular transaction than the seller
lioes: the first point made was that the statement a.ssumes the
Wyer to have good access to sources of supply other than the
seller in ipiestion.

!) conclude :—in many ciises, the buyers would suffer from
being permanently deprived of part of their needed supply, much
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11, ri, >. luon; than tho prodiictrs would by hciii^ driven Id aiiDthcr iiccu-

patiuii for tlu'ir ciipital and iintorpriHi' ; and, in the long run

consuMU'i-s genirally stand to lo.se inorr from a di'Kcion<'y ot th.

plant lU'edi'd to supj)ly thoir wants, than producers do finm ^

fall of prices which disinclines thoni to make adilitiotis to ihur

plant, and to kei[) the <ild plant in a state of thomu^^li I'tticiiim

Hut wu must ^et to (piito a dirt'ereiit point of view to nli>.n,

the short ritn. For a buyer in the mo<lerii world can iicaivi

always get what lu' wants from other sellers and on aln at ili,

luunu terms, if his nc!gotialions with a j)aiticular seller ta[

through. The selli>r on the other hand looks to a sale, :i> iin;

only covering the direct, or " prime " costs incurri'd in piiKJiuin^.

thi> thing; but also .us contributing souR'thing to his leiuiiiirm-

tion for outlay on plant .ind other "general "costs of his husiii. >.

when he ha.s sold a thing on normal terms, he is moiv thun

remunerated for the direct or prime costs involved in ii.iinlliii;.'

that thing. He has less certainty of selling at current juin;

whenever he wants to ilo .so, than the buyer has of !)u\ ing ,i;

those prices'.

y. The, <finfri/jutwn of the yetnml costs of morhtim.

and efq)eciallIf those connnftetl with the holding of stnrb/nr

»ale..

It hiis alrtj.idy been noticed that pnMlucers nearly ;ilway-

bcar some considerable costs on acount of the marlo ting i^t

their goods. Those, whicii the customs and general celulitiu^^

of any place and time habitually assign to pro(hRir>, arc

commonly clas.sed among "costs of production." Hut it j

producer undertakes burdens and tasks which are geii rally

transferred to traders, then it is convenient to it ganl h:;

costs of production without reference to them : he bears C".-t;

of proauction and some part of the costs of markeliiiif'.

Formerly niost people were content to be supplied wii;

* When a privileged visitor passes through the timiu Jnor, wlikli M-paraM:

the buyiriii department of a gn at liiieu drapery business from tlie nmiiinj, h

will leave an atmosphere, in wlmli able ti.ivellers for nianufactureis and »lio.f

sale merchants show iin assiduous and persuasive courtesy to the eineievnsui

the business; and ho may enter one, in which employees of siniil.ii lunk »re

.-^(ijefv.lly p::!itp to >.•. orkir.fj >*omen. bent on makinu their .>!n!a!! pnreliasea.

* See above, p. 1H4.

hil:
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suih things ;is could hv cotivcniiTitly pnxliiwd iicur at hiuid ; u, vi, 3.

iiiiil, in ng.ird to .sttiisoiial jirodiicts, ut .such tiiiuvs .w Niitiirn

art'irdcd tlujiii of hor own Iroc will. Kvcii the wull-to-do wtTu

f.iiwl to out but .sjjiiriiigly of frcslj uivat in winter, and, until

(|Uiti' rcri'iitly, fivsh .va tish wa.s not to \)v had far fioiu Malt

WiiUr. Fruit seldom travelled far: a.s a ride every jlii ,• luid

to shift, with those kinds for winch it was suited; and, if the

liliissoiiis of one of them were struck hy a sharp local frost, the

ptMiple went aliiiof^t svithout it during the coming year. Even
the fiirly well-to-do had no great variety <if clothes or domestic
ueii>il>: the great majority of the peo|jie had scarcely any
ihi)Kiioiis demand save for the common necessaries of iile, and
j)iihitps a t'i'w spices and other slight things.

V>\t all this IS changed, hi the modern world the iieces-

suies (»f Iile aUsorl) an ever diminishing .share of the tamily

irRniiie. rile great liody n\ the people are in a [xisition to pay
tor ,1 regular and uiicoudition.d daily supply of many various

kinds of food, all the ye.ir round; and the village grocer's and
(Intper's shops contain many scores of dirti'reiit goods made of
niiierial brought from all parts of the world. Again, whereas
I'lcal siip|)liesof wood used to .-^u Hire fur nearly all piirpo.ses; now
th<Miin.>t appropriate wood for each purpose of domestic ecomjmy
is generally supplied, even though it he a product of distant
lamls.

Ihis iniperioiisness of demand vari(,'s from 1me kind of goods
toimother; and, in regard to the same cla.ss of good*, from one
striuuiii (,!' .society to anc)ther. Its ert'ects on marketing costs,

iiiiil therefore on prices, are most marked in things, which
Niiture supplies only at particular .seasons; and those for which
;h'> dein.uid is most uncertain and irregular. If the purchasers
"t a thing are rich

; if its direct cost of production is small ; and
It *\eral causes combine to incre.use the ditiiculty of adjusting
supply to d.Miiaiid : then the costs of marketing often double
"r tn 1,1,. [he price received by the producers, before the thing
rcuches the consumei-s.

. < : til

' »n'

\\e pa.ss to corresponding changes in the characters and
'I'liintities »f the stocks nwded to be held by producer .and
fudtr. The aggregate stocks of grain and other annual products
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II, VI, 8. have alwiiys l)<)nu' m arly the Hanu' Hxeil relation to tht uiiinui

consumjitiori nt'ttu! people.

Tht> atnoiint, that stands oviT at liarvest time from liiili.r

vearH, has of course vai'ied with the weather. In spite »{ t!>

growth of weahh and proviileiice, it has heeii diminished h\

the security wliich clu'iip and i|ni(;k tians|)ort atfords ai^aiim

merely local failures of the crops; and by the arrival of ^Tain

from the Southern Hemisphere' to eke out Northern >t<Mkr

when they dwindle betore the next liarvi'st. It is hoW(\tr

still true that farmer (or other cultivator), trader, and consiniK-r

have to hold anmnj^ them n»'arly a whoh' year's consmii|jti"n

ju.st after harvest, and nearly half a yc ar's consumption on ih.

average. The cht'apest housing of the grain has geticnilh

been on the land, where it was grown : but, whei\ iimst if

the grain had to be moved to great mills and thence to tht

" consumer, large elevators anil other stores grew up; anil thf

trailer, who liad long "financed" the {X)orei' cultivators bv

buying their grain shortly after harvest, became resjjonsihie k
housing it also. Taking the history of the world as a whk
there are no producers' or tiaders' stocks to compare in im-

portance with those of grain : and the course of their disiribiitinrj

has been followed in great measure by the stocks of other

things.

We saw above (I, ill, 5) how "homely" proilucers of

woollen and other goods at first used their own wool, or that

of their neighbours: how later on they became increasinsjlv

dependent on traders for thi- su{)})ly of wool from a distan«

and i'l various degrees were financed and even controlled bv

them : and how, in the earlier phases of English maniifactiirt

by " power" (whether that of falling water or steam), the new

men, who rose to the occasion, were dependent for finances m

capital which had been accumulated by merchants and othits

and was made accessible by banks that then grew up. Diinnj

that phase the manufacturer kept as little stock as po.'jsible

his goods were housed and " carried " fin.ancially by morchan'b

and middlemen till they reached the consumer. But gradiiallv

many manufacturing fimis, and especially maniifactm-ing cnni-

|ianies, have come into control of large capital : which has been

in some cases mainly inherited from several generations of sue-

Jhll
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cfssl'iil work; in others obtuinrd uiiiiiily from tlic ^'tiicriil piililic II, vi, :i.

thi"ii>;h thi' Slock KxcliiUiKf.

A powerful incwlcni iiiaiiiitjictiiriiigbiisinis.H fV«i|ii«'iitly ciinii's

;inin.tiiliTal)li' part of its stocks iisclt', at all cvmts as far as tlu'

rot;iilir. But the cxtfiit t(» wliich this iirw tnuli'iiny ri'afhfs,

viiiiis ^rratlv from one iniliistiy to uiiothrr. It Ljors furthest,

iithrr tiiiu'^'s heiuij eiiual, ill iiiilust lies, the ultimate consuiiier

it wliese products is a hiisiiie^s tirui which has an iiitiiuate

tcoliiiical aci plain tauce with their characters, ami each of whose

purchases is likely to he of sulhi'ii-nt amount to lie considered

cant'iillv. Some enj^ineeiine firms, foi- iiisian<'e, ^reiierally keep

must (it tlu'irown stocks, and hear most of the lespoiisihility for

incitiiii,' an etVeciise demand.

iSiit meanwhile there are very many inanutiu-tuiers, whose

ca|iit.il does not reach much heyoiid what is reipiired for niain-

laiiiiiii; and eiilar^'ini,' their plant, and for other purposes of

their work. It is therefori' still true that traders benefit

productive industries and the country generally by taking si

ciiiisiderable part in the carrying of stock.s. Such a distribution

of burden is all the more reasonable bocau.se they can turn over

most of their stocks more (juickly than fornurly. Their turnover

incrciisis relatively to the capital needed for it : while, on the

other hand, the manufacturer's plant increases in costliness

rehtively to his net output—that is, to the excess value of his

product over that of his material.

Thus in a broad view it may be concluded that, so great has

Ixvii tile increase in the variety of the goods demanded by the

people nt large, that the aggregate of stocks held by producer

1111(1 trader woidd have increased much faster than {jopiilation,

aii<l tiisler eveii than aggregate wealth, if very jxiwerful causes

had iKit been actiiig in the opposite ilireclion. 'i'he disad-

vantages of keeping large stocks are increa.sed, in the cast of

Hiiuf kinds of engineering and other plant, by the likelihood

that they will be speedily depreciated by new inventions and

by changes in technique; while a large stock of goods tor

con.suuiption may be depreciated even more (piickly by changes

in fa.shidu and custom. On the other side the advantages to

K.. I ' \ rvt:eejviiii^ :x large stock are lesbenvd by the nipidity.

with which modern iuetho<ls of production enable a uianu-
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tiM'MiiHT to (.•pii'iiish i|iii(kl_v lii<« ht(K;k of lUivlhiiiK, for win,!,

hr ha.H ;ip|iiu|.iial,.' |)hiiit : wliilr tli.. |)ost,. iii.> t.'l.^fiiiph, ih„

tflfplioiif, mill flif aliiio>,f, iiiiiiMiiK'M'iil ipiick railw.iv s r\i:.

of !i coiiipaci wrst, III I'.Miiilry, •sii|)|»l.'mi.|it.M| ],\ niutur tnitl!

ciiiililf I'Vciy dialer, xvli.t Ikt w ImlcNalc or rrtail. to ^,i ,i|ii|,.,f

iiiiytliiii;,' that he wants witliiii I wiiiiy fmir lioiir«, or i-wu |, «»

the way lor Ins iM>y |iiiirliaM'«< liaMiii; lii-.ii iijn a"lv |pivii;ui.i

by tiaili' laiciil.tr^, catalogues, etc.

i-'or tlies,. ivavoiis the >{i,vU-^ lirlil liy protjiierrs .i!,,!

traders in the western woriil are an ever diiiiiniHliiiiL,' |ieieriii ,_-,

of their turiio\ers: and thus, althoiitjh the varie'v <>t |iro.iii'i|.,n

and the iiiiperioiisiie^s of deiiiiini an' mull iplviiij,' ra|pii||\ th.'

iiiiiiiher of iirodiicts C.r wliieh ,.,ich induMrv and fi.id,. |»

res|H.iisiMe. there is a i^eiii'r.ii (noi iiniMisal) (ail in that yit.

cciitam' of the retail |>riees of coniinodities, whieh is all i il.ii;,il,l,

to the costs ,.f keipiiiu; slocks ol t helii,

I. Fiiiivtioiix ii/ niiihlli iiii ti ax linLs iMtiirni pKnlnvit
atiil roiifinitu r.

'I'he chiif fiiiiciiiiDs of niiddleiiien geiieiallv are hdwivir

those of studyiii;,' the wants of consmiier.s, and the re-umtvs nl

Iiroducers; and hiini^itii,' the two into connection : these liiii(ti,iii>

are iin[iortaiit even in rej,r;ird lotlie minor rei|iiisites of husiiMss

But they are almost indispeiisalile in reijard to household irmxls,

ciothin^', etc. For such thing's must coniinonly he seen Ik fun'

piircli.i.se: and thi'V must he delivered in sin.all (luanlitii.s t..

iiinunieialih consiiniers, otfen on credit.

'I'll, lihiinaie eMiisiimer must he reached throut,di a retaijrr

save in .-mu,.- relatively nire cases. F!ut the retailers in .such a

contitiy as HiiL^land are .almost .i.s numerous as the whole pcnp],

ol I very sin.ill country: and to reach them is a t.i.sk imt li^htlv

to be undertaken by producers, whose main enerj(ies imi-t K
jriven to other work. That task falls generally to wliei.-Nil,-

dealers, who lay themselves out to study the retail trade. Thiv

keep a sufficient variety of jreods, coming ti„in many ,snuiv(-, '.<•

be able to till up nearly every oider from a retailer pieiniitly

from their own stocks. Some of tliese whoK de traders f,'(t

their supplies chiefly from a higher .stratum of tnulorr; t nh !'

whom specializes on a narrow range of goods, but keeps in st(K:k
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11 lull,'"' viiricty williiii that riui^'f. In n few viihch ihtTi- in yet II, vi, 4.

a thinl ^tt';ltlllll with still tnnii' lii^lily s|n ciiili/iil Hkill iind

fttiK'k^.

A Inf.,'''. stnmtjiy <'a|iilali/.i'<l IniNitifss is ofttTi Imt littlr

(ifiH 11(1' lit nil iinn-liaiils lor nil! in (•Ntal>li>«hin>; cnntju't wil.h

ritMilir>; Inr it ciin nrjjHni/c lui ftl'cciivc c'lmnirrciiil (li'|)iirtm''nt

nt ii> own. Milt (III I lie Dtlii'f liiiml itN niarkitin;( may cxti'nd

iivcr a liiri,"' area : ami in tlial. ca.Hf its (•(>iiinicii:ial dipartincnt

rn:i\ lia\c ciicMi,'!) t(i do in (jcalin^' with iiitTchatits and other

whiil( -ale iradiT-. Meanwhile the nianiil'actiin r ot'liiit inoileratf

nil ;iii> nt''(n findn his need (if aid Ckhii whole;* de dealers incrciwi'd

livtiir i,'iowini,j hreiidth iukI eoin|ilexity of tr.uie, about as nmch

;„ ii 1^, lis.sene<i hy ins incieased facilities lor ohtaininj^ diroct

iiitHiinatidn tVoni far and near, and ter ^eftin^ into direct touch

with iMiiMiiiierH, And it remains true yenerully that the several

strata of Hade make more thoroii^di studies of ihe reijtiireir.cntH

(.tCnii-iiiiicis and of the varieties and (|ualii ies of |)roduc-ers';,'oods

th.iii ((iiild he eti'ec'ted hy any means otfier than extensive sub-

(liMM'iii ot lahoiir and specialization of knowl- Il'c and skill'.

It should be added that many g. xis are c mnonly supplied

on cndit hy producers to wholesale tnders; luui by Loth to

' Triiil(-Tx iiiit in[rr.|Mciitly aiil prmiiicriH li_v iliicft liintn a-* t" (inBlomem'

ntnls, iiii'l cvi'ii ti.v Hri(.'KcstiimH an to riiithi"!- i.f iiH'itiriK' tlii'in : ami varioiiH

arrant', ni' nt< are soiiiftinii'H iimile for tin- division ot iiiiy ; iiiiis llmt iiiiiji tlu-iice

ail I'. (H thin nioic will be sui.l liticiirter : but miiui' iliuHtriitions may bt; (jivrn

at {::'CC.

A iiiiu.iiliicturer of t- xlile ;;oods d(si;.'nK a nuiiibrr of pattcrnH for the seanon ;

ami oiaii^'is ,1 hioni, or otlicr plant for purli. Hi' worlis off saniplcs in varionH

colon-; ,.n.i occisionally in various luatfiialK. Tiic mricliiinl, or his aKfiit,

m»pnt- III'' saiiipl' H ; or pcrlmps viniiH llic factory, wlii-rc sorno of tiniii at li'a-t

«M 1. ics. I'll 111 tlic pioc'-. Soiiii' of the coiiiliiiiiitioiiM of colours srown in a

lntl'iii iii:iy iiiict witli no a|i|>ro\ul, ami never l>e worked in llic jiii ic. Tlie

rital. r, cii tiie initiatiV' of coiiiioeriial travilleiB, receniK paltei n-t'ooks or

sar|l. s; from which lie dioo-es at once Koine ihinKS for slock, iiinl orders

uiliMs a- ('('iision arise-, lo meet tlic selections of particular ciistonitrp. In

o!ii. r i:isi- ;i niercliaiit dc\isis ii pattern and contracts with a maimfacliirer

111 ii.ttk.. a ilotli or othi r product to it. Sonictinies afjaiii a di ah r niiikcn

sj.;.! -tniis (or inipro\eiuentH in ditails of I'Kttcrns siihniilte'l to liim; and

v.:\^ I'iiil^ lo soiiit. curious results. Thus a larjic retail dealer recently boasttd

that hs at;. ntM after inspicliiin [latteriis of shoe8 from many makers, select

iiii .- ii.iitain. d ill several of tlieni ; and lie then nives out iin or.lir for a

(..ii-i i(;ai,ie uuiKe ot a pattern in wiiicii tlicsc idea- aic conihiiied. iu «ucii ii

case it ,s (Jilliciilt to say to whom the product is properly 'o be attributed.
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II. V,. 4. rotH,l..rs
:

an<]. i„ s,. far as this is dor.e, the real taking „f risks
does not move .lownwanls ,vs fast as it appears to .Jo Thi
tendeney undonbtedly often makes for an undue extension nf
th.' number of traders, and especially of retailers: and ih.Te ,s

probably some grouTi<l for suggestions that there are more tradersm many countries than are nee.Ie.J for their work. Such sum.,
t.ons are strengthened by the ..bservation that advanta-r','

.,tMtuation or cnnection sometimes enable a trader, though\ith
out any sju'cial faculty of artistic or other discnminati,,,, tn
make very high profits on small sales. And cou.plain.s 'a,v
perhaps ma.l.. that a particular group of traders seeurr. bv
combination, prices unreasonably in excess of the pro.lucvr;
prices Such combinations are, as a rule, distinctly antisnna|.
but they have existed at all times: and they have often 1,.,,.

most mischievous when they have been base.l ,m mere iMmlict
umlerstandmgs, without any explicit and formal agive,ne,it.

Thus the relations .,f ivadeis' policies to public interests aiv
not wholly abov.. .luesti.,,,. liut yet, in a survey by bn,a,l and
by long, It appears ih.it traders as a class do not earn much „„„•,.

than ade.,uale remuneration for th.-ir work, their capital and
their risks. With few exceptions, the fiel.l is open; and th,-,
IS nothing to prevent the ii.Hux of new energies where f.„„d
prohts .ire to be h.ad wi'h abnormal ea.se.

It is however true that pn.ducers often see the prices, wlucli
they recive for their go„ds, increa.sed beyond reason in the
charges ma.l,. to the consumer- aiul form associations t.,r in-

flii.'ncing, and even compl,.tely undertaking, the marketii.-r nf

their goo.l,s, at all .vents as fhr as the retailer. This tasklia.s
be<-n .lone by many ( ierman cartels m ivg.ird to m.mv standaid-
'Z.-.1 goo.ls, esp,.c)ally h.ilf-finisiu.l p.o.lucts, whicl. sc.rv.. a,

materials f„r further pn.duction : we shall s.'e pre.seiitlv that
th.iugh the .luvct etl-..cts „f s„ch acti.m h/iv.. g..neiaiK- bv„
beneficial to tho.se who t.ike it; its indirect ..fiects „n eth.r
branch.'s of in.lusiry, u„,i „„ th.. public at larg.. are often rviP.

' Tiifso tiiaUers oociip.y a considenihl.. spa™ in Book III. Tlic l«„,!iri!
effects of ,n„v..aK..„ts l.y ,,rodu,M.r« and d,.a!, r. n.akin,- fo,- tl„ standanli/aUon of
fruit and other a|.,riculturai pnidiief are noted ir App.ndis .1, 4.

iiilii
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'). Costs of marketing mai/ be Incredited />// difficulties \i. vi. 5.

of mectinii demandx for a constant suftpl// of f/oodti of
miiform qnalitij, and for supplies luirifiuy (jreatli/ from one

season to another.

Till' chief place among goods that can he inarkctcd easily

and at little exi)enso, Ix^longs to staple ]>rodiicts which ap- not

pirishable iioi- dependent on seasons. A stea<ly demand for a

thini; of uniform pattern and (piality enal)les expedsive plant

to he set up for its making; to be kept constantly miming on

an even routine ; and to re(|nire litth' contrivance, when onc(.>

its technical details have been brought nearly to jieifection.

Under similar conditions we find ndatively low expenses for

hoMiiig and housing stocks, with little waste thiough deprecia-

tiiin, and without any great tax on forethought or contrivance.

Marketing costs are rather low, in regard to things, for which

tliiMkniand is large and unifoini, even though it is coneenti'ated

nil particular seasons of the year; such as ver\- heavy oi veiv

lif,'ht curtains or underclothing, suitable foi- wintei' or samiiier

ris[icctively : the same staff', shi^p fi'ont, and store room will

gt'iuTally serve for both sets.

Manufactured goofls of textile materials, leather, metals,

wDdil, I'tc, not being perishal)le, can often be maintained in

ciiiistiiiil supply at no very great cost; especially if they ,ire

nut bulky
; are not in uncertain demand, through changes of

fii-shii 111 iir otherwise ; and are so far standardized, at all events

rcliitively to the needs of the locality, that the demand for them

is not gie:!tly affected by varieties of individual need or taste.

Uiiilrr this head cume the common sorts of food and apparel,

staple household utensils, the tools (_)f the artisan, the gardener

aiKiiiiefaiiiier; and many other things, which are judged by most

purchasers froni nearly the same point of view. One will elect

thr cliiMjicr and another the dearer: but there is a toJeraiiK'

gtiiefal, though not. a close, agreement as t<> which would be

the iiinrc rligiblt^ at e(pial ])rices. Nevertheless a considernbli'

vaiiety (if each of such things must be held by the wliolesale

(Icalir, ami even by the retail dt>ali'r. The retailer's choice is

narrowed by local conditions; and the wholesaler follows his lead.

For instance, a wholesale deah'r's traveller visiting a working

class district, will put forward samples or illustrated catalogues.
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282 SOME BROAD PUOBLEMS OF MARKETING

II. VI, 5. rcprosontina: things likely t.. suit the technical work and domestic
habits ut tlie j)liice: and the shot)keep(>r. or his aHsist.int, will

know in advance or will (|iiickly divine, the jjarticular suh-chw
of goods which are likely to attract a particular custom''-.

On the other hand the highest trade in fine sp.cialitics

remains, and may long remain, in the hands of men and women
who are in a sense artists, and in some ca es antit|uari;ins ulsn.

Those who supply ran- vases and prints to connoisseurs, and the

most expensive dresses to th<> leaders of fashion, must spdid

much thought over each of their sales; and they seUlom can- 1,

engage in branches of trade which offer scop(> for larg.' semi-

mechanical organization. A subtler and more delicate, thi.iitrh

])erhaps not always a higher, form of organization is needed f„r

almost all branches of irade which cater fur in.lividual i<li(i-

syncrasies, and nut merely for the staple reijuirements of varimb

classes and ^nli-dasses of customers- In some of its branches

an alert knowledge of mankind and command of a niodcnite

capital will suffice; but in others some high faculty is ncikil.

In many directions the duminance of hirge capitals is en the

increase, even in these tradt's.

Electricity camiot be stored conveniently: and, partly for

that reason, it is supplied more cheaply fbr us-s chiefly in the

daytime, than for lighting, the demand for which reaches hi^h

peaks on wmt(>r afternoons. In similar case is the impen.i„s

deman<l for accommodation at bracing summer resorts during

August, when weather and school arrangenjents make it

specially desirable: and no one comi)lains that the charges at

hotels and lodging houses are exceptionally high during' that

month. Hut it is not generally recognized that the same

reasoning affords a })artial justification for tiie practice of some

shopkeepers at such places, who sell more cheaply to residents

than to visitors'.

' This piactioetlioiii;)! eciiiilablf is not always expedient. On SsvihisiuiKvav!

it w,,iiM I,,, reiison ible, Ijnl not exiiedient, to cliarye higher fares to ti:ose wlio?t

demands ie(iuiie speciadv costly provision for a short snmnier season. lint ilie

dilhoulty is partially evaded Uy issuini,' clieap tickets on various plais, «f which
adViiUtH^'e can le taken easily by permanent re^idents, though not by tourists.

Tbe class of questions opened in this Section is further di"sLii--eii in

Ap)iendi.K .1.
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(5. Heavf/ iutiunt,rien sepk (UTenK to their mnteriah. Light ii, vi, 6.

iiKliisfricx, (Iml pxpe.cidUjf the hit/hest am/ the lowest nf them,

seek lni(je ritiex (ine/ f/uir eHtumnment. Causes of the cn-

diiriii;/ holil H'liirh no alert centre of iudiistrij, hnndHiKj

Uijht !>rodnets, keeps on its marlrfn.

Sre remarked in 18S() that l;o(i(1s of tew varieties, whi'h can

bt' sold by portable saiii[)les, should always seek the cheapest

liiciility tor pioduction : hut that factories for those things

which are massive and individual should be easily accessible

to a iiiultitu<i(^ of buyers'. 'I'he V)uyers whom he had in

view were partly mi(ldlein<;ii
;

[)artly ultimate eonsniners for

husitie.-s purposes, ami especially manul'aci ur(-rs in search of

plant. It is important to bear in mind that such purohas(.-rs

will often iro far in ohIl.' to obtain the things l)est suited for

their pin-poses: f)rice is nevei' neglectiMl ; but it is seldom the

priiii.iiy corwider.ition in gard to plant, which is a main factor

in ctHcieiit production.

('niil Well on in the eigliteenth centurv English iron

industries sought the neighbourhood of oak forests, where they

used up miscellaneous shallow veins of iron ore: their total iron

product was very small-. Later on thoy sought to be near to

coa! the heaviest of their materials; and to rich veins of ore,

even though lying very deep. But (piite recently successive

uconouiies in the consumption of coal have lowered the im-

poitauce of near access to coal mines, relatively to those of

ea.-^y a(ce>-, to iron ore and to markets for their products. As

a result the heavy British steed industries are moving to the

sia-coast. or the lower reaches of deep rivers. For then,' they

ebtaiii ia>ily imported on.'; and can put much of their product

on boaril ship tor e.xportati<in, or t-ven into the frame of the

^hip itself, which is ever nior(> greedy of steel''.

If

:;-:
;^''

' fhf.rliii-' Li'tterf, <-h. xiv. '' Sic abuve, p. tlO.

' Tiic .\iih iii::;n ilfiiiainl for steel jiniducts straws po fast, tliat a(U-»nt.i_''0U8

Fitts f r -leil v.cnks can In- tlevelo|ieil easily. The -xi-eU. nt eeke of West

!'inii-.\.v.:ii;.i hi 1 ;s tlier.i oi: a I'jiil; nijir, ;inil tlie Allantie eoa-t lias iiad little

iitlLiCtii'i 1-1 tiuui; BO they have teieied t.'Ward.s the (iieat Lakef. Bi'f'Te the

Korliltt:ir the Lake.s cariieii the chief \vei(,'ht of tiie American .shipping;; and they

-iVf j;iin,j iicccs to ti.e ores of Luke Superior. The uependeiice o{ HnUiin on
'"'

_'L! -.>L'i';!i s nf i:;;!!>;cr lias moved her e'.:!i!>er iuJusiries to tLee"ii.st of Sloiith
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II, VI. 6.

SOME HROAl) PROHLEMS OK MARKETIXO

This movement towards the sou is easeiied l)y the largetuss
of the capitals which are invested in n massive "industry

; ti.ra

giant steel firm can set up subsidiary establishments to supply
some of its noeds. But aii iiiclustry which does not use massi\v
material, and needs skill that cannot be quickly .•.r.q„i,v,j,

remains as of yore loth to (luit a good market f..r" its labour,
Sheffield and Solingen have acquired industrial " atmo ^ph.ns'
o»' their own; which yield gratis to the manufacturers of eurlrrv
great advantages, that are not easily to be had elsewhere: an.'i

an atmosphere cannot be moved'.

As we have seen, the high value of land in larg.' eiti,',

tends to drive away those branches of production which have
been taken over by ma.ssive machinery, and speciallv th<w
which must be accommodated in low wide sprea.liiig sli.ds;

th.Migh large cities retain son,,, hold of work in which e;.di uf

many Hoois of a high building can afford space for a multifiid,.
ot workers, each tending a machine that does light work. Thii>
many of them are chief centres of printing, especially for urw-
l)ai)ers: and of course they are the chief centres of couiiiiHCf
and finance.

But their indu.strial specialities are mainly of two kunls,

They do nearly the whole of the finest manual w,)ik, and
especially such as has an artistic element ; while of course iliey

use subtl.. mechanical appliances, whore these are serviceah!,".

They also make goods of all kimis, ami especially clothe.s f.

oi-ders of rich customers, that are conveyed to the pioduivn.
through a special class of shopkeepers : who them.selves do much
constructive work in designing; pay very highly for the work
they put out; and at the same time make extraordinarily luj;h

profits on tile turnover.

The other industrial speciality of large cities has been in the

piist.and is still to some extent, the employment of vast nuiub.rs
of workers who have inherited weakness of body, mind :mi
character from several generations, that iiave lived unwhole.soine
lives and overstrained their nerves. The large supplies of iah.,nr

of this class which the conditions ol' cities have prediicrd

together with those whic'h their great facilities for buying the

' In this connection may l)e r iinpared two instri-.t-tivr p-..--.r,.-..^rs:.!-.^- - .' ..

c,<tl,ry tr.ule., by G. 1. H. Lloy.l
; and The th^i,lateZdustr^'l'hyTu^]on^>^
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materials and selling the pnxlucts that appertain to such indiis- ll, vi, 6.

tries have attracted, have been a blot on almost every old civiliza-

tion, and not least that of the modern western world. But better

knowledge, especially in regard to sanitary matters ; a higher

sense of social responsibility; and increiising facilities tiir cheap

tratfic even over the whole area of such a city as Lomlon (which

surpasses in population many considerable States) are te-nding

to lii^hten the dark shade f f this blot, if not to remove it alto-

gether.

In short, personal contact is most needed ( 1) in trade between

ailieil branches of production, at all events in re-ird to things

which have not yet been brought completely under the dominion

of either General or Particular standardization; and (2) in all

dealings, especially retail, connected with dress, ornaments and

other goods, which need to be julapted to individual recjuirements

and idio.syncrasies. The largest industries, and especially those

that need massive plant, are located increasingly in industrial

districts ; the central cities of which are giving themselves more

and .:i n' to work directly or indirectly connected with

mark' ting. But the advantages to be derived from personal

contact between customer, trader and producer have caused

capital cities to become the homes of miscellaneous industries of

all grades and especially of high grades; and to offer unrivalled

opportunities to middlemen, who procure from working arti.sans

and small masters the making of high-class goods to the order

of wealthy customei-s.

Almost every industrial district has been fix^u.ssed in one or

more Lirge towns. Each such large town, or city, has been at

tirst the leader in the technique of industry, as well as in trad- :

and the greater part of its inhabitants have been artisans.

Attrra time factories, re(|uiring more space than was easily to

be hail where ground values were high, tended to the outskirts

ot the city; and new factories grew up increasingly in sur-

ri»ini(iiiii,' rural districts and small towns. Meanwhile the

trading function., of the city developed. Warehouses for the

prodin:ts of the district took the place of factories: shops for

the acconimodati(jn of the district were enlarged ; and banks
and nureantile houses of all kinds became prominent. Clerks
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286 SOME BROAD PROBLEMS OF MARKETING

II. T,, 6. a,Kl travellers on behalf of u.annficturers an.l wholesale ,l..ale^
muitipl.e.1; and urtisaiis cea«ed to completely .loiuiiiate th.toun JUS of yore.

liut later still there has l,ee„ developed in Linrusiu,v
,„ito a less extent in other great homes of textile indusiiv ,tendency to take advantage of mod,.rn means of loeo.notin,,'

and to „se the. central ci,y as the starting point, from whul,'
visits can be made to factories suitable for the purposes „t .

1«>-I.eular buyer, even though they ,nav be sn,nev;hat .vn,„t!
from the centre. Thus Manchester is now mcre.asinglv s,,,..!,,

by repr.-sentatives of merchants and large dealers of ^,,^i^„^
kinds, who .re not content with the conveniences otf, ivd .v.n
by the great warehouses of the city. They pr,,fer to ,„„L,
n.i.nds over an area of some two hundred s.p.are miles, viMtin-
many lactones, where th.y can see .lisplaved in •

th.. p,,,,'
varieties ot some particular ch-sses of tiibric in which tiuv hr,-
.^i special interest; and where they can <l,scus.. with ih. niann-
ficturer himself any suggestions which may occur to th,,,, ti.

modifications in detail, to suit their in.lividual judg,,,,,,,. „, ,,
meet the special tastes or re.piiivments of localities w,tl, whuh

It'phoii*

they are connected. Appointment.s can b.. made l.v t. „,„„.„.
and a great ,h..tance can be covered in a dav bv ."not-.r ,:„ ,„

even by the almost iibi.pdtous tra,nwavs and niilwa\s'
We are thus brought back to the sugg,.stion mail., ab.v.

that heavy steel industries move readily from on,, place „,

Pr

Si

m,>eh , 'T^''
"' "" ""''• "'"^ ^^"""' '" -blanch..-,..,, .»ve-

got ,,, touch «-U., .etuatul
; .,,,1 he c t,I,i not ,a«,,. it us tl,e i.,..! „.. acould. Conseaucntiy, a plete reversal of arran,..„u.,Us took ,,|.„... .. r

•'

much ot the trade. Kor.i«„ louses estahlished „„i«.s „ Maocl.st,., ^^^mpor ant ccMmtry, aod ..auv „n,n,„oaant ones, ,„ this «ay amxed ..,„„„„:,c.:;itentaolos to the n.e ropohs of the I,an..:,sh,r.. oolton .odnstrv. and it i- n.wommonlv agreed that wi,l,„ut the „.re,.n houses in .Maneheste, ,.„ I.-h ntraae ,n eotto,, texfles culd not have .rown as u has. The late and unn,u„
a.iue. received Iron, travellers ahroai ssas uUin.telv infe.ior f the ,n-r -Ztrnnsm,ss,on -f foreign demand through Maech.^ter ^.reign h„ose- ^.Maulh-d connections ,n the countries to which they related." Of eou.se ,i„re i-another s:de to tins and "connnereial outposts have heen throw, , l,v K„ .l,.i,
houses all the TOria over.- From an account of the Lancashire cot:,.,,' ....l,','.,.
in J he liiiiix. 27. (>. 19IH.

A little i. said below (Appendix J, -,) o„ peculiar features of the industrialcona!t:en..,f ^nn,„,,..j.;,^j ^u^.^^
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anotliiT, ill urdtT to get better iiccess-s to their iii.iteriuls; but II, »i, 8.

that .111 ivtinosiihere is not so lightly to be treated.

The leiidership in ;i special industry, whieli a district derives

fidlil :in UKiuslrial iiti nosphere, such as that ot Shettielrl or

Suliiigeii, has slmwri more vitality than niiglit have seeiiuM

pru babl e in view of the incessant changes ot techni(|ue. The
expl.iiiatioii is perhaps to be tiiund in the (act that an es-

tiililislit d centre of spreiali/ed skill, unless doiiiimiU'd by a gild

or irnle-unioii ot an exceptionally olistnictiv ciiaracti-r, is

sri-iici iilly m a position to turn to account <juickly anv new
ituie atleciing its Work ; and if the ellange comes graduallv,

tlirif IS no particular lime at which strong incitement is otfere I

tu nprii up the industry elsewhere. It is to IH' remembereil

lly pass easily from one machine to

•r; but thao the manual haniilmg of ,i material often

tliiii a mail can genera

Ullollr

ri'illlllV: a tine skill that IS not easily acipllired in muldle asje :

fui' that is

rhus, aithough evrii a little obsti

hiyllli' ot' iiu

thv

lust

i.iraciriistic iif a special industrial atmosphere,

iiacy (ir iii-rtia may ruin an old

rv whose conditions an hanging: an( 1 alt lougr

'i[)"mng out of new sources of supply or new markets for

may quickly overi)ear the slreiigtli wliicli old districts

d fr(u;i\c llllieri!e(

a sti-eii' centre ot

111 past conditions: yet l,istor\' shOWS that

•ialized industrv often attraicts much new
livwd energy to supp !t that of native origin, and is th

lo ex paiid and maiiitaiu its lead. E thi

o ii(lition> .f A

indiisti

iiieiica stiow a surprising permanence ot ma
cliangt

f 11

ami i lave lieeii maintained in tli

liich h;i

1

us

till

iny

spr mil u[> aim 1st by accident.

is wav .

' II lil^ alllMiiv il.v'll ndllutil (I. VIII, 1) that ill :-|iltf of tt,

.1 !i.A, iiuMltiit' the l'w|iul:ltloll uf tlir riiitcl StJ

( CiiFlrita'lt W
, tll'i

l!l.ll.ll;il skill in SU. t-iiui; (,' il loL'Hl llMll.-trv is sill

iciiuiicfoi' inlii'iitfii

li.v tlif tact thiit -is ,.f tlie

'II in lii-tiits wiiic!! w, n: lu-lilv lorulizfd in 190'i '

iTv lat

ut inlcli (!•:. \.

1; may i.i- adr'.ni Uiat accidents, such as tl II' airnal iii ten
ciici.'cuc aitisaii iiiiiiiigriints, luivi? foumleil iii.lustiic-, wliicli I

tl!'

c in iiia.aiig

;ar iiack of

(1

I'l"' iuiiiei;ct' liil miw, under conditions just des-nlied : nil tl

-lit ami valualilf jircdiicts wliich will tear <'ariiaL.'e ta

a-ioii I. if t xi)t iisive plant. Till the C
aii'l its iieijihljourliood. which ino'hice halt the Ic

ave iiiaintaini

1' se in'iustiie.s

si!v, and have

ensus for 190ii

their skill to niie Scutch j-llilV(ls \\ ho M •.Il,-d t

. practical inonoiiolv uf ih tiielvd C"!!"

L'tive:

Here in !7

4 of

i;o

:

uf a ;> UK v.u:nan ahaiit 18S0. S iniilar, thoiiL'h less extniiie cases arc those

i!

If I

iM

i, I,
:
m

ri

ji

lil:.

•

SI? 1 ft
- il^ \

'I '

i i iif- I 7
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II. VI, 6.

SOMK BKO.VI) I'UOHLEMS OK MAKKETINO

A c.Ttnin liMiitati.-n is liow.-vor iiii|K)swi on a nummiv
lociiiizfd industry which sonds its products for sale „v,.r \
larR,. territory. For they nmst be eith.'r such as are in g,.„,ra|
use and not very ehanp.f.il in characti'r; or such as „,„ b,.

ctticu-ntly rcpn^ntcd by ilh.strated catalojrnes. or in the lari,v

piicka^ros sent out to whol.vsivle and retail dealers thr.,iu-h
travelling' ag,.nts. 'I'his resourc.> is indeed well within thr
grasp of a po^verfnl firm: for that can advantageously si.pnlv
for Itself many things, which smaller Hrnis buy from subsi,li;,rv
local m.lustri.'s: but when once an industry has fallen forth",
greater part into the hands of producers on a very large >,al,.

there is on the balance a tendency to a loosening of the ti,s

that bound it to its ohi home.

of hn.-ierv at C'uiiDi -

aiiil Bethel.

lit iheay, jewplry at .\ttlfboro; ..f fur 'lata at I>aiil,jrj

I

''»
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CHAPTKR VII

PR015LEM.S OF OENKRAL MAIIKETTNG CONTINUED
MASiSIVE KKTAII, TRADE

1. Massive retail (rude is commonly associated trith il,

enger forms of competitiotu But some of its methods were
piimecml bi/ workmen's cooperative societies, in which the
finrit nf brotherhood stremjthened the policy ofeconomi/.

MiMlcin massive retailing is in some resp'cts a coiinttTf)art
to ni;Ls,siv(' prixluctioii. But it was pioneered by c<)0|HTative
traflini;: which owes relatively little to niiissive pnKliiction ; and
scarc.lv anything to the tkculties ot trained men of business
of thr n<"w world, or even of the old. It is almost exclusively
thf work ,.f British workinf;-men : it has perhaps narrower
liiMitatinns than are recognized by its more ardent adherents;
but It will be found to have led the Wi.y, in a larger degree'
than appears at first sight, to much that"disting,:ishes present
mmi.s of retail mark.-ting from those that prevailed until quite
recently.

The founder of cooperation was Owen ; he was, on the one
>!'!'•. a hrilliant practical business genius; and, on the other, a
piissionat'- enthusiast for the improvement of human chanicu^r
^tsan end in itself, and i>s the means to an incre^u^e of well-k-ing.
Nuiiieroiis small cooperative societies were forn.ed under his
inspiration; chiefly as experiments that mmie for communistic
production, with common ownership of the land as the pivotal
Kiea: the coojKrative congresses of 1831—2 were rich in social
I'leals. though lacking in sense of proportion.

tint a little !;>ter some Rochdale weavers realized that the
most wasteful and ill-managwi busine..* of the countiy w;« that
of marketing goods to the working classes : and that, if tho«>

M- I. T
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II, Til, 1. i'l,issi!S ptTct'ivod the hcjirinj^ of .sucial idciils mi tlial putiiiiKr

piecHf of liiul IdiMiiifss, thoy woiilil have tin- rfirii'dv in tlniinun

hriiiilH : thfir siiiniil f'ailli could hold llinn toj,jfllifr in l)ii>iii,>,

find lln'ir liUHiiifss would j^ivi' in.itiria! strciij^tli to tlnirtp;

TluMr t'liiiiliitiiciital iiiitioiis wcrt^ to cliili toi^cthcr small -nui^

.C") o.-u'li as ii iiiiiiiiiiiiiii -on whirli thry ini^lit ho^nn hii^m.^,

to chiirgi' tlu' (ivciagc retail pricoH of a \voikins,'-class i|i>ti;c

which wore high ; and to nst! th«' ('xccss ot ni'cipis ii\,y ,, ,.

as tin- basis of fiirlhor sttfii^tli. 'I'lir earlier t |i'iatu

Hoitii'ties had iJesireil that all funds siihsciilieil should ;it nm.

become eoiiiiiion property: liut the Rochi la le weavers rrc..;;iiu-

;

tjuit hiiiiiaii naliire w.is not ready fi>r that; so, .itii r unm.'

iiitiTcst on capital, and inakini^ a liberal contribiitiMii ti
i

social and (general education fund, the surplus was u^r.l .i, ,

Dividend. That is, theirsurpliis was divided amoni^ the im inli.r.

in propi>rtion to their purchases. It was a clever coiitnvjii

for th»^ reduction of retail prices to reasonably low levels, uiili,,>,

ruiinirij.j the risk of failure, which might havt' been broiiglit .ilm,'

if they had started with prices so low as to leave no iii,ir!;iii ! r

unfortunate accident. The plan seemed small and e\iii]i.i\

from the Htandpoint of the rich tra<ler : but its coinbiii:i,i..[i

icJea'ism and common .sense has leil the way Ui largr iiii|iiin

merits in marketing, some of which havi' indeed been \v.{A:< i

by other routes: but it appears as a whole to stand withv

a rival in the history of trade.

The Rochd.ile weavers arid their immediate t.i|l..«.r-

gathered men and women into their fold, partly by urgiiij,' th,r

cooperative stores sold only genuine goods; and seld tlioe

wholesale prices, after de(bicting (when Dividejid u.is ivtk.;:-

in) little more than the actual costs of handling tin in liy -un[i.

people, who.se time was charged at about an avera'^f .iiiim'

wage rate. But the great force, which drew the tiiitlitul t ion.

past many brilliant shops to a humble storr, was the f:iitli :!::r

competition should give way to cooperation: and, tlioiii,r|i inii:;

of the rude ehxjuence, in which this doctrine was set out, wouii

hardly bear the test of e.xact .scientific analysis, it had a n li

kernel: for it meant that the movement Wiis one by thf «.ik

to help the weak : that a new comer was to be welc'iiitii.

because he wanted help ; and not, according to the joint stooii



i$mismm.
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ompnv rule, in |)r(>[M)iti.ni to the cipitiil which h< ntribiitod. II. vn, i.

Hythisi'thical incitfinuiit, oven more than by their jr,,(,(| hM^ini'ss,

cwpeniUirs were iibU' to attain at unce, though on a very small

sciile. Uie chief ailvatitaj^.'?, ol' llie tw.ntioth century I'niverMal

IVovuler; their hales were larj^e relatively to their stocks : their

lunievers were rapid, and they had no had debts, 'i'his " Hoch-
iliili'" imalind was generally adopted, an<l has long been regarded
,v^ the iiriiisli" iiiethud of cooperative retailini''.

Hill as time went on their very success brought t(» li'dit a
wKik iiniiil in their system. 'I'hey had organized a jmrticular
cliiss (,fret ail trade on the side of si'ljing : but not on the side

ot imyiiig So long as their rivals the shopkei.pers, charged the
III exorbitant additi(pns to wholesale prices, tht! stores could
mike good business without buying well. Hut a new race of

'
' r,H' i,li.i;,(.r tl.c .Milur Cuoperunvu coiiKK.'smM " uml the nilfrt of the

H.vli.id,. I'lon., r So, i,tv. ..iiMili,.,! i.v iviiO'v ntitiviw ,,f tli.^ CoopciulivH
iiini,|,iri,i i„ til" Liiljour C'-iiui,i^»i(in ls91, w.-v priiUiMi in Uir .l,.,/;,',i«/i.r to
III,' i.'ul.n,,- /„,,„,• the Cum III I.'HI OH ,(.. II Wiinl,-. The exccptiuimi;^' »tioijg inter-
imii.jiiiii huiiiltiie 1)1' (J.KiiifiatioLi 1- imiicatid iit tiie iTid of C, U. h'&y'n
(.."/..,,(,,.„ at h.,.i,e „.id „t,r,„u(: wl.ich ih it.sdf a clear aiid well-bHlancLMl
»> '.III I'l [.liiKipl. s and puiciii'n iilJKt'.

A li« niui,- a.-uiils lua.v ih.^ ad.ltd liern. As .soon an it was praciicablf, tlie
.StMie-uauci ll.L-coMtrio»ti..n necessary f, r iiic-inbuisliip to tl : a.id som.- of
thriii n,,.. a, low a luw iiniiilji-r to start Willi a tir.st |.ii.viiuiit ol huir.a-crown.
iu:itiii>' 11,, tr,r ,,niaiiKi..i- out of tiiH UivideiKl. Tliou«li llie ordiiiaiy procedure
of li .oop iiitiv,. .storf is -eufially luiown, it may be well to say tliat tlic polioy
"f Liiai..,,,;; li,,. lull current niarlii t price and then returniiit,- part of it as
a^siiir, .,! th,, i,r,,iits ut the end of tlie ,\>ar was Mdoptcl, with toe purpose,
«' "1 ue iHcn arcoiuphsiied, of attailiin.^ several ends. The policy luodeiated,'
t"

1
U,ii,l not .luinch, the oppos,ii,,h of local shopkeepers: it'avoided dis-

I

™.-i,„i ;,s I , ti„. prices whicii co.il 1 be s.ifeiy thaiwd ; and it diiiiioislied the
man on <h. ,si,n|,!c workoi>;.,iieii, who were servin- an appiciitice-hip to
a 'iuti,ij,t hUMii. »». It further afforded a small inducement to contin: .- pur
cliaMn.' M the ^t,.re, and pe suade others to join it; because everytluuK' tha"
;|iHc!>,i.e,i II,.. turnover of I he store, added to the protits which (after deducting
inioe-t „n capital subscribed and borrowed) would be available for payam

!

"'wd, .1,1. And tl-re was yet another and a higher motive : the working classes

I

tiMi. ,v,.„ ;..„„. ,|,„„ „„^^.^ ^„,,.^ ^pj j^ ^^^ 1^^^^ jj^^_ j^^^l .^ ^^j |.^.^^^ ^,^^^^_^ ^^^^^j ^^^

I WMiiur., ,,r a useful impienient. The Divuk-nd has tau-ht hundreds of
"•o«-ar.,i. tu know the pleasure of po-sessiii^; two or three sovereiKns, free

I

'""""'" '"""^^'"''- This motive operates still; thout;h in this r.cher age,
I

If Uiw.ieiM „ olten applied to defray the expenses direct and indirect of

LVr?" J'""''"'' ". "'' :^'^'''-'^"'^- '^''"^ Dividend relieve, many anxieties

i Mui."at I'"
' '" '

"'"'^ '^^^"j xiUU.UoU are spent by the Stores annually on

19—2
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II, *ii, 1. iiliTt shi>j)kfu|)«TM fiiirif on tin- Hfcnc ; who wiiU:ht'<l itnd ((iijim!

c<Mi|M'rutivt' iiit'lhiHls of Mcllin^ ^imhI thiii^-^ cheaply lor ,':»,||

thiiH IttMviii^ III)- iiiiproviilt'tii (MiHtuinfr to tlioH(> of tin n.j.

t'iwhioiu'il Mlioj»ki'r|»'iH who siill niii;iin<'<l. In on'iT ttMi,iii|„^

with lh»'»«' iifw rivals, thf i'Ho|M'rntur.s hail first to learn \\,.n

much hartiiT a task it was to huy well than they hail thought ai,.;

then to face thr ditHciilty that the artiiiitii's anil Kyni|i,ithi.^

of wholesale dealers lay \vith the "re;,nilar" retail tradi-. ,S,, il,,;

(iccidtil to extend the eiHijierative prini'ipl«> to \\lii]|i>„.

purchaws. In the course of tiiii<- the Kii>,dish and Sufi-s

"Wholesale ('oojX'r.ltive Societies" Were set Up. 'I'liiv l,i„

gradually ileveIo|M'(| many hiaiiches of proiliiction. ''"
n iiiaii

factured in 1!)I.S alumt ei^'ht million jxpiinds' woit. it ir,„.|,

and their total sales, excliisivelv to retad cooperaiur m .r..

amounted to about forty million ; that is, about halt llw i •,,

sales of those stores. These Wholesale Societies are n\wiiil l:

retail co.iperative .societies, to which thev .sell at current whi:

*de [)rices
; while the ;,Mvater part of the excess of receip!-. .af-

costs, after deductirii,' interest on capital, is ri'tiirned tu th -.

societies as a Dividend on puniiases. Hut the Scottish W'h ;•

.sale gives a share of the piotilson its producti\e depart imiit>'.

the Workers in them'.

' Tiif Socii-tv wliicli iH now ciilli'd the Knj.'lish Coi.|K"iitivf \Vh, ;,>i.,

Society, wus foiimli'il in Isf.-J. twenty yi iirH iiltrr tlic [iri'TOiit iii.uirl of i.,|»-ri

tive ntiiiliiij; liiid hit'ii >et up iit licicliiliil*' ; wlieii tlif h'tnl -a.i'< . ; la

rt'tuil stun- Will' un'li-r tliici- iiiillidii poun I;;. The ci)""fMi'-,' mv.'vsi

is ^tr(.iiK'-t, n-l;iii\tly tii ji..|mluti()ii, in Scutlanl. Iiplann ..•'.i^.e ii

tlie new NiL'onr ul t-ncpuNitiun in ilaiiyliij:, to wliicli irliren.i' li.i- 1. 1..'

been niiidi-. T.iire arn aUo nmny inilf|Mmlent conpeuitivy xi '!n;i - l'|ri>

duetion ; wlncn maint:un " Copurtnemliip," utidrr wlncli tn.- « r-r- i-

woikerit, InUf a i-lmri- in the control of tlie "Oik an w.ll as in |.r. ti'-. f, i-

binh iiical is rcj.-ctfil ly the Kngli-li Cociperative Wliidcsali', wha-i iMi:^.>

enipUni-es in liii> same way a jinnt-stoeii cmnpany doe.s : tl.c wiiik.r-in :•

of its factmies have n.> eontr.d over llie pidi' y of tliat factiry li.>"ii.i '.lh

wliidi falls to every otn- ol tlie nioie tlian two niiUi..n ni.nilj.is .f ;i.r re'-t

stores who o«u the Wholesale. Tiiere art many who r"(.M;d t.'ii- * 1 : »

out of harmony with the fun iamental principle to wliieli the edop.ratu'' i: i',-

ment iiwCH its KUceis- : they uigne that oven llMU^h tlnre ne s iiuiiifdiK

coninitrci.il •jain in it, it ,\et is akin to the sellitiK of a liirthuijlit f'n .. iurv(<

pottage. In IHil'i, tlie alilo and zi aloiis cliairnian of th" Kn dish \Viii,.*i.r.

when nf.ked whether the policy, if enn,p!,,ie, would not result in piitiiiiiJii •!•'

industries of the country into the iian.ls of tJovcrninent ollieial- ;
•» li",

»

wiirl.rr wa;j!d hM.vr :;;! ;ni,rp ri.:.^-r,i .:..-. t|;a o-n UiOt of .' !.:i-ir:-s- •' -'-

be was enf,'a^ed, than the woiker in a 0..veniiuent factory has now. reilini
•
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•2. AVww remiirkH «« /Ar »trenijth and the limitation il

<)^ tiHiptratiee tradiiuj.

Thi' iiiaTi.i^'iii^' '-11101111 1 tf<'s of thf ciioiMTiifivr Hooiftit'H on
the H.kIii|iiI.' model, am! i»f their \Vli..|esile«4, are lor the ^rreiitor

piri werkin^'-ineti
: and, th((ii;,di they m.w | rather hii,'h

siliiries to a few expTt nfficials, their total ex|.eriditiin on
m;iii:ii,'eiiietit is fir below thea^'ijre^'at.'ot the incomes (. elusive

i.l'iiiteivst on caiiital and iiiHiirariee a^'ain^t ri-,ks) of the owners
m\ ntfirials of private husine^ses with an e(|iial a^'i(rei(at(.' of
nmrkttiii^'and prodin'tion. And y<'t ^'oods made or imported
bv rni.petative mi'thods, and retailed Ity the <iaine, are not sold

ciiiiopKiiMiisly cheaper (deduction from lull prices heint; of course

ma.|" en account (.f Dividends) than similar ^ Is, maile and
hiuiillei! avowedly on commercial principles hy those "reodar"
n't.iilcrs, who i,'iv<- in. credit, and confin.' themselves as the
piK.|i,nitive stores mainly do -to trnuds which are marketed
cikiily uith a rpiirk turnover.

Thi- result tails somewhat below the san<,'uine expecfations
of these, who had thoiitrht that the profits of wholesale and retail

ti^ule, even under th<' severely competitive conditions of iD'Hlern

titn"s, left a huge margin over costs; and th.it theref.re an
i)r;';iMization which controlled the production of one h.ilf of the
thiii;'s which it sold, ,ind bought the remainder whole.sjile from
priiii.iry .sources, coui<l sell without loss at prices which ( Dividend
belli;' ivekoiied in) Would be very much lower than tho.so of
th.' iv^'iilar retail trade. Hut som< ..r h ast .if the causes, which
haw in-ewnted that result from beiiiuj achieved, are now well

uiidii'.st(Mi(l.

Tu hei,'iu with, the eiant tortune.s, that are mail.' both in

j>ro(lu,ii,,iiand trade by some iniui .4' e.xcepi ional genius, impress
the ii„a^r||,,iti,,„. l.nt ,^.,.i_ ^^.|„,„ ^u,.|, j;„.|„,„.j. ,„.y .^,j,j^,,| ,,,_

• r,m JuiLv .xcf;t It ttnuld tend in tlmt, .i.iwtioii, !inil tlu' souiirr tlie h.-tt.T."
\tr ,irH,-r h,f,r,- I.nlmur Coi„mi»»um an a n'lwlf,

(J. -.'ST— -.".HI.) In 191;f tile w.irk-
P^'t'lr ...i„|,l ,y,,i i„ tl.p proiiucuvo drpiiitiiipnis m iln' Wliuic-iil.j nniul)cred

p- tiiii, lH,et(0
: sliowini; an outpui ii.-r liwi I ,,; <,ver t-OO : tlii^ is due to the

'»ct !h„t tt,.. wo k conMHtf. liuK-'ly of tlour milling- iind eUiur wmk in winch very
^lU- Viil,n. IS a.l.led to th.- pr..diu-t. Many reunl soci-tifs luive productive
•"ranrli, s

;

but th.- trail, s of th,- l.iuci.er ana tlie l,ak. r run nrn»,,>„.nt aiMona
•-.,,, ,.,„i , u,H,|u, ml;, tnev «huw a l.iig.- gioss outinii in proportion to work
unir. S,,.. T/ie St.,r,j „f the Cuuper.ittve Society ISGS— 1',.13, by P. Kedftrn.

29A
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I,

i

11?'

II, VII, 2. ijothcr. they arc a vi-rv siniill ptTccntagf on the total cajii

that ha'c 1

Th

x'Oii invested m thcir severa I brancnes of 1 )UMn.

e n tarns on larije parts of those capitals have been 1„

ino( lerate, while other lai'ijc i)arts h

losses: but those who tail aii

lavc (lisanin'arec

4, ti rht'.

pp. (1 t ni)\m

Next, an arni\' conunanded bv a committee, has

given a i

bu

jootl aoioiint of itself. !\I

b

UU decisions III till' CnlllSc

siness re(|iiire prompt action, based in lari;e part on iiihii

associated with n the I ime and strain, involved i:i
j

to (jtiicr members of a coniinittee that the best course i>n'

that' which appears ln'St at first sii;ht, are very great: and uw..

a man who possesses ih,

insii •ht

I'an' coiiihinatiun >t til anil srii^i;

with a strong and ev.'ii rugged character, is lik,

<1 in his ctforls tu briiiir a cmiimittee ren.persist and sui-ce

of ordinarv men roiiiK 1 to h point of view-

Last V, e\er\ successn;e ^lep th e marvellous nn

thle ( pei.-'.t i\i' iiioicmeni has tended ti •aken tile n

s I'oimseis o f th. ise 111 wi',(,se breasts tin

iit'l iii^ r-'

'I

strength in it

cooperati\i' faith is cherishe.l. It is becoming mon
a huge business manage(i by men, ni;iny of whom are of hi;r.

natural ability, though few ot' them have had extensive Imsiih^

training. lis problems are approaching to thos.r ot' nnlmarv

' The iivrr;i^(' i;itr cif jiio'its of -m:ill .-liiM.kiT|).TS i^^ to he foanit I'v (i,',i;u:i;;

th^' n,L'i;i('f;.ili' i>f till' capital that 1kivi> in i m 1 i^-t in tlit- trade from tlii a(.'_r':ait

profits of tlici>f whii siiivive; ami fiiviiiiiij; the iiiriainiler liy t!,e :u-u-n.:i;t

caiutals wiiii-h liave l.e.-i: iiinu^'ht into tlje traile hy tliose wlio siiiviv. Miiilti. -t

who h ivc fail' (t. 'I'lie fsnlt tliiis olitain-il is mi a fair hasis lor c.aiip:i;!>

!

with tile piitits of eoojK lative store- made out on a similar ilaii : I ;i'
.'

fact the failures aui tu^ tliem art' iiliuo-t Tiej;liL'ilile.

'-'

'i'lip Cominiilees (,|' eoe|)eratne sneieliis liavi- -nme |.rivi!eui~ ;

attemiaiiee, with exi'eiisis | ai.l. ;it e.'Uv'ies-es auil otl;er im-el ie.> : .imi ^ it

times a Comiiiittee uiati wlio has hail ins -hare of tlieiu, maki.- icon, ir

(iemocratic jiriiioiple lor auotlier: he tiius ;:(ks ut of olliee, ju-l wii.ii ii. i-

bei,'iniiiiiK to get an expeit •.ras[) of it- woik. Tlu Hianiiar'l ol duty i- pniisb:'

a pnoci iloai llI^'iler arnoiiu' active eoopiruiois tiian aimiu):,' aluiost any oi ..: i iC

profes-ioiril hn.ly of m ally equal size ; liiif yei those wli" are resiun-iiiir for i!if"

purehase.H are ol'feieil hrilies, s,,|ii,.times liiieet ami -oiiielimes inilirecl, lj.> httu;-

of laiKC luereautile hnii,-es. No douht hrilies an- srlilom acei plul ; MU ti.t

(lilVieiilty of ascertMinini- wlietiier tlii'V :rre or not caii-es fiietioii, ioiil pi.vi.;-

the huvi TH fr.iiu ai'tiii^' witli that full freeiioni, which is allowe.il to hi- iniy. r- 1} *

stroMi; iiusiness man : for le' know- tiiat they know that any tortuous aiui:?';

of theirs art: likely to h.' soon ilite.-tel. It 13 true that joint stock cuiipaiii-

ami lioverniiient Di-p.irtiin'nls shaie ^oule of tliese diUictillie- : hul tiui ^

another sturv.
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tnirIf ill their p^oniTiil chaiiictcr : ami though they have tautjht, II. vn, 3.

;;nii .iM' tfachins,', soiiu' grrat lessons - csjit-irially in rehition to

tht^ inipDitaiifc of casli iiayincnts and a (jiiick turnover—yet

man V "it these lessons aie assimilated \>y alert traders: ai idth us

iprrators find thettisejves opfxised iiy their own weaponH in

'xceptionRthf h; if keen combatants. Then(• ai-e no (loll ht

tn tins rule

rXCljitiell.

but thev seem to I)e ol minor lur-ortincf! witii out

Tlcat('>;cei)tii)n is that, althoiijrh th l-lii.;li h ( 'li.ip: .'iitive

P Whdiesale .Society has been chargeii by )pr ev iij,:'iaii r-i, with

:i lack 'if HltMiuMle syiiijiathy with indeper • n; ( 'e();uliier.ship"

iiri'iliicl ive societies; yet on the whole, coopeiativ(^ trade

sjiiiiiU hi tie on adxcrl isemeiit. ( )ri the other hand, some

soils ef priv.-'ie ref.iil tr-ade are siieiidinir lavishlv on com-

iirritivi' advertisements, most of wiiieh ste inileh of their

Imv 111 lieiitr.-ili/iiisj- th. lorce of rivals. It imerica, where

ih'V lri\e been develop(Ml with more enerufv and invenlive force

rhaii anywhere else, it has been said recently l>y a iiij^h

auMieniy that it is to the field of cooperative tradiiii^ on the

Hniisli |ilaii. which shuns advertisirii,' in all its forms, that

Aiiicricaiis ' niay look tor wry important di'Velopments ot retail

tradi- within a comparatively few 3.ars'." Cooperation ha-s

nut li.iiie the iiiijiossible : but it has rendered, and is rendering,

niihlr Service to the IJritish people.

.'i. Otiiir t/(irf()j>iHi'iifii of VKiHxii'r retnil trddiixj.

(inuitls M(Hi((siiis, <iinl I)tj)arf>H('nt-)<f<>res : Mnltiple-»hop

('iiiiiii(iiii«','<, (ind C/iaht-Kforea.

Ill is()t; SIIOI

e

tly after the foundation ot the English

'ooiieiMin" Wholesale Society, the success of tin

iiiciis c(i(]|)erative movement Dromiiied

.rk ing-

[lerative movement prompied some membeis )f th.;

British Civil Se

aijojit 'he name, a consiilerabk

.uid the British Army and Navy tr

siii.al

iiiuml

Mart f th.

I

principles o

lart o f th . in. thod. ry

(Ts Were L'founs o-f k

Wlllllll'

f the Rochdale stores. The

irkers, without technical

i-,'e of retail trade, who cooperated in jiroviiiing for all

members of that grmip a supply for cash of things

I

,iii-iiii!,;ioii, Jdii'itiiiiiiii II- a Oiumess Jon ijua.
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a. similar to those hiindled by the workmen's stores, of t,'oud

(juality, and ;it a low advance on wholesjile prices. Kspritde

cori>s, conibincil witli the coniinercial benefits offered, broiirht

eustoniers past hundreds of shops suitable for their purposes lo

an unattractive building in a quiet street. Though hve u*
was made of printed catalogues, etc., nothing was spent mi

advertisements. Thus in several respects the method was

"cooperative."

But after a time they and other "cooperative" stor.,,

founded on similar lines, bec.ime in effect "Universal Provillt•^

or " De{)artment-atores," worked by joint stock compaiii.s, and

deriving a moderate profit on their capital from cheap cash ,sal.<

to almost anyone who applied for membership. The ininiit.

element of the cooperative spirit, with which they had si.irtni

had evaporated: but they continued to be an obstacle to ,ii,v

attempts at anti-social combination among retailers.

Meanwhile the alert and prosperous popidation of l'ari> hw
offered an excellent market for good ordinary commodities, wi
cheaply at cash prices, with but little trouble to the purehb-r

Probably English cooperativ.- experiemv had .some iiitiu.iir-

in moving the founders of the " Bon Marche" and the L.iivn

(about 18,52) to develop two unpretending businesses into \s\iv.

soon came to be known as "tinuids Magasins.' There mi.

much gi'uuine philanthropy in their admiin'stration ; but th-v

were hankly competitive'.

France is thus the original home of Departnieiit-st.'iv^ ..i;.

they have prospered in Britain, Germany and other eountr...

But their methods and iheir potentialities are congrumi.- «;:,'!

American character and conditions, hoih ecoiioiiiie and
u'

graphical; and their most notable devi'lopmeiits beloii- t. :hf

New rather than the Old World. Some American Deinriii.!,:-

stores have attracteil cu.stom by methods not alin^r,:i,,

admirable. But the chief of them ajipear to li.ue pro-ni.,;

the prmciple that, though a giant store cm, and mii>t. uv h:,.:.}

expensive means for making its claims known, its be.-t re>.:;rv

' It ;i|ipears that nin^t of tin- (.rands Magna'n^ were oii^-niillv co!n;rCiii

either ttitli lin.-n drapery, etc. or willi furiiiiiire; and alter ii.civ„s; . ;U
numi.er of liranelie'* of tiiose tiii/les which tliev rcpres.-iited, Kr;i,lii;ia,\ \\,:A > :i

into diverse trades. In tlie Enjii>li coopnalive societies on tiie otijtr i.iii

jjtoccllc^ h.ivt- t^eiieruiiy taken a chiel j.iace, it not the first.
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I

is in tliiit highest form of ailvertisouient, which comes from the ll, rn, 3.

recdmiiii'iidations of one customer to another; and from the

iniini'cMients which deahngs with one department offer to

dwiiings with another'.

A vast store has many lar. ecoiiniiues in administration

ami in buying. It saves espeeiaiiy in ground-rent: for a single

first-rati; fnjntage on a good th(jroughtiire serves an an intro-

duction tr)manvacrea of Hooring, well lighted from the centre and

.sides. It does not need to keep a sufficient staff in each depart-

ment to meet exceptional di'inands ; for some employci.'s are so

tniineil as to he .serviceable in each of several departments : each

of its motor vans can aeiivi'r parcels containing purchases from

sivnal departments: and so on. It saves also in buying: for

the ipii'kiie.ss of its turnover and its general strength make its

cidlit gocxl : and it is able to obtain at least as favourable terms

as an oidinary wholesale dealer from the producers, whether

tlir goods are made under contract to a special ordi-r or not.

But, as the head of a Department-store has a specially large

raiiL,''- ot marketing to handle, he should not, in Mr W anamakiM s

opinion, become a manufacturer himself-.

' SMinf (if tlieui cl.iiiu to lu-t up t'> the ruli- tlnir no siimll (.'ain shouM

lie Mi.i/ht tluoujih aoti'iii, that temis to cau-f c,iiii|p!aint ; luid that imiv

Jimhifiil niie-tion between a custOMicr ami a .i.partniuiit, -hall be ieciditl in

fax'iu nf the customer : no on" is to be piTsuaiUnl into an uiiwillinu' pure .i-f.

.\n 1 ii ii'W primiple is hemi; ailopteil by •oiiie sti^rts with the hlnhc-t anihiti':.s,

tliiit ;is a ruli no i\e.w ilepartim-nt a^all be (pened, till pr.ni-ion can l/e maiic lor

a' i.i;li-cla>s coiitii.l an 1 . tock a.s tlio-e of -'t .e aveiauc exelusive store-" .if

a <tii!i!ar -cope. (See Mr Wanamaki'v's testimony before l)ie Imhi-trial ('- in-

nii--iuii ill ls;i.), [t,'i),irt, vol. IIi. l.")*.) The lotiioony of witni'!--(s for ami

api ii-t l)e|\irtm^llt-^tores, nave a foil view of tin- situation : its diift is ^t t n,u

cli;ir!v ri ti.f ol!i. iai l>it;est (pp. 11 — '21).

Till I'loi iiin es of time .ind trouble, and the (general cunvenii nci s whi(v. iri-

oflin.i 111 1 iistoiiiers liy the larKesi retail husims.-is in London, and on nil

lait'tr -ciilis in some Anjerieim cities, may appear to br meiily tinial : but ;n

fuel tli.y a e exercising a consideraiile ihtluence on tiie .^tructul(• of Im-ii: -s.

Coiuiiiiioiui- liUs and luovuu staircases enalile a customer tn vi-it witii 'Ul

etJnrt it mss ni time the equivalent ol a laige number of dilu rent shojis.

•' Uu till- i.tlier hand, Mr Sellrid;;e, an Anieriean -.win has .set no a mi^iity

l'i'|irl:iii nt--toie in London, i;ives {Uuiitniife «/ ( oimiifrr,-. I'.il7, p. AiWt) a cliart

of iin \ I'al liry-u'oo'W store, vvliich includes a eonsidcrable I'lodnction IVpart-

mfiit. He says (|.. ;;ii;)) that an American stiue aiieaiiy eas soim times fifteen

stoivv.-, wiih t«o million s(iuarc feet of tloiriiiL.', cunnecled liy Ijetween one and
two mil, 'mi lifts. He remarks (p. 877) tliat •' unmow iiis|ibiys aie dosi^jne,!,

Ci)n-tiiu:lcd ana actiiaUy dressed in the studios before they are (ilaeed in the

wmdiAvs. i licy olten reijuire months of stu ly, and mouths of execution."

Hi
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M

n. V11.3. A D.'partmont-.stoiv may indrrd 1),. hainpcn.d by tlir n,,,]

>f rimii.'n.iis rliccks and comH.r-clifcks, which arc ubstrucfiv,-

in many ways. Hut a gmup ,,(' men, ..r even a sintrje m ei ,..

givat cncri,'y anri insiyl,t i„t,, character, can dispcns.' wit

'

and make short cuts in reL,'anl u, otiiers: and so irnii

opportunities in tho han<ls of ,,„ .xcepfional j,'eniiis, iii;,i ,•

sometimes rises with meteor-lik.' rapidity and spl, ii,|. :

Kxperi<>nce does not siiftice to show iiow tar it, m.iy -etirrliv
l)c abl(> to obtain ;ide(^iiate siuvessois to those who have ci. ,,.,.1

Its position and its tiime. Hut, .so .rreat is the attractive tuiv.

of a well-establishcfl ma.ssive business, that it may cninm;,.

loni,' to keep most of the nn Mind which it has jriined, .•\,.i, i;

the li.aiids oC men ot' no tr,-eat initiative; pinxided thev m-..

careful to watcli the siirns of the times, and to avail them-, iv-

jiromptly and y;enerously of any stront( mind with .-i I
r-^

imagination, lli.it may he fuiiid .atnon,!,^ their subordiiii:. .,

While they beat steady time, others will follow in ;he >u-].^ ..<

their own predecessors \ew Dep.-irtment-stores, sli>,dit >arit;i;-

fnjiii the old will arise: and, unless some new capabilities an

shown by the sm.all sho|)keeper, the scop.^ ti)r his us.-hilnr..

seems likely further to dwindle'.

A D.'partment-sturc .sets it.self to concentrate in ..ne j.l.uv

opportunities for the .satisfiction of intmmerable u,iii;> ,4

customers scattered over a wide area: and thus develeps l,v

purely commi'rcial force one of the chief purposes which the

Rochdale store set itself to attain by a combination of ivn,-

merci.il ami ethical force. Retail stores cooperate wnh ^i^

another in establishing and controlling a wholesale centre, tr ini

which they draw their resources: and their lead in this re-j.-ci

may be .sanl to be followed and surpas.sed in regard to par-

ticular branches nf retail trade by " Branch-shop Comp.irii.s

or " Cham-stores '— tlu' secomi gn^at group of m,'i-MVi- nr-mi-

zr.tion.s of retail trade on purely competitive lines. I-'..r riit-v

' Hut it is thnufjht th.it 'rpciilai" retailers still lioUl six-sev, nil.s . T iht

whole of the traile <.f .^nu-rie.i (CliemiKtoii. /. c. p. 2(»). Departiiient-i.T- - a-j
otliri' liin.'!- Iinsinesses have (ieveinpe.i a larf?^ •' mail-order "

tnui.'. witli ;!-;,ir.!

customerr'
;
an.] thus siippleinente.l ihe ordinary retail trade of a nr. a; i .r; >f

the rnite.l States, and in a less def:iee of other countries. But il o.i'.ii :he

volume of this busine.ss would luue s.emed incredible i.ot lout; aco. it l-^ -muC
i-r;-i«:>ei.) •.•.-• iii:tL vi .iif ..uiai rct.ii: iivt.le oi eouutr.v dmtiic-ls uud sniaii ie"u-.

:." t
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at br iiigini,' in' ivr In the doors ot' vast nmiibcrH of custoincrs 11, m, s.

IIII (lirt'i'iciit p—ts of the saiiu- town, in siiiall towns, iind cviai

soiiit'tiiiies in rural districts, the attractions of a prompt supply

of fresli i^'oods dcliv'crt'd from J^ii it contral roscivoir?

smalli'st possible handling by middlemen.

ipany buys on the most advantageous teriiii-

wi th th

.Such a con

irect troiii the producer or imporliT: It iiiietimes owns

tini'iries or at least makes contrac ts for the delivery of large

ijiialltltle: )f <ls anu jiortiaps It

f

imjMirts dii-i'clly from

abroail, or even owns plantations tor tea or other commuditios.

Decisions as to what things shall be l)ought, and how they shall

bi- priced are made by the central control, with high-<'lass c\port

assistance. The accounts of each separate shop, including

siateiiieiits of its stocks of all im[)ortant things, are at the

C'litral otHce. Comparisons of the accounts of various shops

will -how whii-h are etticieiitly manage' 1 ; and will afford an

aii-\vi' to vain exeusi-s ; though, of course, allowanco must be

made for the ditfcTeiil facilities for marketing ot cacl! individu.'d

>li'ij), I'll- the general Conditions of its neighbourhood, and

fsprciallv for any severe comjietition that it may have to meet,

and so on. The activity of the head of each shop, and perhaps

(it his assistants, is stimulated by the establishment of some sort

of ciinnect ion bt.'twecn their salaries and their sah's. Lastlv,

stork, which iloos not sell well in one

marketed without loss when transferred to another

locality, can ofton b

)thi

A|)|i. ;d is sometimes mad iiv small retailers for sympathy

th-

th'

Hid that the jx'icentage ot' ])oop

f tl

wllo are ca lied

ir own initiative in one ot these great magazines

is n lati\e|y sin.all ; ami that the routine ;ind mechanical

WIUl'll nei!Upy
I'oniliiiivr to

th.

the fc

greater part o)f tl enipioyt are not

onuation of a stront; anc1 ent oriinsini.

ftiarac lir, as are the ris and

; national

•xciteiuelits of a iiiultitui'..' of

' S.c some su^gtjstive factH aU'l aiialy-tv liy (^heiins-'ton, /. r. jjp. 171— llMi.

It H) )»;ir- i!uU ill l'.)14 tliiTc were in Phi'adcljihia I'Ji'.O groci rv st'Tcs lii'ion-.iiK

to nav 'iiiin-coiiitiinies. It Mia,v ho a liiiil that in Ariiciiea a'lfl elsiwhcri' -oiiii'

iuilt'iienJuit reta;l i- havi' '/roujii'd tliimsclvts into cliaiii-^'torcs (or the |iuipose
,^r ;...,;... 1 . ^ ...._.;. _ _..i_ _i _ _ i . ._ e _.. i i ^ , , _..

,v' 11. II-' ' 1 1 .1 11 1 ', ' >i 1 1 [ ''VII icn. II iiK^k If,- ivniii4 I II Ik I. Ill ^iiiiinii,'

iuilt'iienJuit retail i- have '/roujied tliimsclvts into chaiii-^'i

of i uviiii; lar:.-e quantitins wliolesale on favoarablr terms

iiiiicii itn the liiie'^
'•*" *^'" "ih«.i»-.^ii,j r.^.,.^*,,...!;, « c.-,,^;^*;.,.^

small taniii'is liav

, tlios ujovlii:,' very

imici: ill! the lines of ttie numerous cooperative sncieties wlai-li |iea-;ants and

ave fiirmed in <'entral Fairope and elsewhere for huyiiiK I'eedinn

anil farm stiirps I'enprallv.

lines of ttie numerous cooperative sn

. .s have fiirmed in t'entral Kw
stuifs, manuies, and farm slore.s generally

I .yl

ri f

llhl-'

\ ft"
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*. .ndopc.,„i,.nt roUxilor^,. S<>,„,. w..i,.ht may U' conco.l..,! t., ihi.
appoal, m npito of the- facts that the .urupati.-,, of th.- ,vt n|,r
^v...s httlo scope for the highest constri.ctivvctiort.an.l iU: „„t
crmtt. c.u.ml.itivo progn-ss in the san.o way as does th.. Km
work of the inaiH.factun.r; an.l that therefore eo,„l,i„atinn.
wh.eh sustain...! t h.. retailer's profit ah.,ve ^vha^ Nvonl.f he .•,.!,,,„,...

if his ti,n.. w.Te w..|l oecupie.1, cans,, social vvaste'.

4. lnf{„ei,a'H on the mHlKnlx of marketitiq of ,,„u,U"hmn,Ud ,nth a mirk w/iich ronni,, o uuarnnUe qf,,,o,nti,.

We are now to in.piire whether sonu- cnsi.lerahl,. ehan v.
.-con..nnc an.l social, may not be !:,tei.t in the appan n-'>
.nsi>,M,.hcant fact that an increasin<,r voi,r„e is being ohtain,,! I'v

Koo.ls whu.h an. so far stan.l:iPlize.i. that their character i<

crtili,..! by a tra-le mark, or other bran.l. For it has b, hin,! •

fonvswhu.h have tak.'n niaay branches of manufacture out .tK
hands of small local producers, an.l givvn th.-m ov.r to • , •

business..,., or to str..ngeeiitr..s „f localize.l industry. Th- ,^,:,,-

intlu..nc.. nf inos..bran.ls,loesnotalw,-,vsext,.n,l
t,". the ulii, .

consumer. But the rotail.'r of cutK.ry or cloth knows that i

','

-

saf.. in .selling things that bear c..rtain l.mn.ls; a tiustw i-,

brand gives the maker a gu.d conm.ction, because it enab'.. • u

retailer, who uses it, to g..tagoo,l c..nn.rti..n. Few men kn .u 'i'.

sourc.. of the cl..th of which their cloth.s ,„e ma.l..: but =

h, -r -

kuows W..11 that his reputati.,n runs no risk when he r.cn.iu. r
-

a cloth from the pattern b..ok of a particular maker. It i^ 1 ..

eyer dirterent in regard to food and medicines; fifty y, a-. -,

biscuits ..ic. us...) to be b,>ught from a neighbouring baker •
"v.

they come aim..st exclusiyd) from giant firms who h.,. .
,•

,
.

lish.'d high reputations. An.l American e.xperien.v w^ -

pioneers in many matters of this kin.l, sus:g..sts that br.ariK -d
ether tra.|..-marks on things for <iom..stic'c.,nsumpti..n .;!:

'.'-'.

long b..comean important fiictorin the .spread of larg. cai.::aii^-:.
control (iver industry and life.

' AIaw.vvlu.-h,.tT,...tiv.Iv,;.,ul,:,.,itl„.,,r...entchar^.sf,>rcai-.e,c
« '

-.

..lake .•ah-, ro|,n..turs or .ab..iriv,.:s ,„ ruinnrntlv mor. ,.rosp,.u.u. •
1,„ ,; . ^

v.T.v „„,ch >nc->e:,s,. the „,„nl,..r „f c.il,. which initrred idlv i„ h,,,,. , •
;"

Of cnur-. the trad, in artistic pn.ducts. „o tw„ „f which are alik... ,;:v ..:'..
ext rCiSt> of tiii'h f ir-nUu.c- ..«.l ;;„*. .i. . ,..•>
work W..1! >hnuld be rewarded : but such ca.^es are not numerous.
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Wherww til! recently th< prows-s of obtaining u high II. vn i

public (iivciir tor a brand was a slow one, it it* oftc^n cut Bhort

in ihf moiicrn age. For now a wealthy iiidiviilual, or an

akrt joint .stwk coinpjiny, Hoinetiini'.s startu at unce with the

dtvotioii of large reNoiirc(;s to setting up the most advancetl

phint tor making a thing which seems likely to meet a genera!

want ; together with a vast system of advertising its merits

to trailers and consumers alike by vigorous, various, and well- ,

plaruii <1 measures. A little more capital may need to be sunk

in sillini,' to dealers at prices which enable the thing to be

retailed at a very high rate o_' profit : but when it hius won its

w.iy, the dealers can be forced to handle it at a low rate of

prutit'.

|;r:iiiilf(i goods (jccupied a relatively Hmall place in retail

tmde HI thi; early days of Coop<;ration : but they were at once

tiirni'<l to account to attract customers, who might be susi)icinus

oftlie couipetency of amateur dealers to make goo«l selections of

thiiij,'-; which couli] not be wi-ll judged withimt expert knowledge

Sot |ieiative stores, and some' indejx-ndent retailers who sold

a. ','rrat varioty of go.nls cheaply f )r cash, were inclined to .sell

braii'l' '1 g.,ids—as well ;us sugar, and some other things which
Miany customers commonly supjio.sed themselvis able to jutlge

ami cotiiparf— ;it prict's that barely covered e-xpenses ; in order

that tliry might act as " decoys " or " leaders " for other sales.

But niaili rs. who preferred to give credit and charge high

prir.s. wrv aggrioved. They had little defiTic- again>t the

aply of those few branded g<i<.i(ls, which had alreadviiu:

' .>.r, ::.. .- .-fiinatMin may (lo.-f ibly -i clarL-ei xt. n.sioa^ of in. tli.id-, ~till rnure
"r...-. m; h:i txp. riinental stii(.-c. I y wlnrOi ^lot m;ichine< may in- ma. It- to h..-ll

Ei.t . li.i -: aj.i„riii?td j;ood-, liut fiuit :i' d t-vuii tlji; hot di-i.t:- of H r. -! ur uit,

eaci -
1
.ritr t in-ijiiiiunt Ixin:,' vi--ih;.f tliroii-li u g:a>, door wii.-n t, appro-

pii:lt, < .,11 i» pui in tlic slot.

MhiiaI.i;,; -ome curious difficultie-; ar.- riiint.' in rruard to the o'.vin.r>ii;ii

of t:aii. ii.ark-. A meicliant soinctimts di ^ivins a new di-vux-, and contra.tti

wu'i a ii.aiiiifacturer to work to it t)y wclShnown m«-ans ; thin the product
.»! ou 1, ,1- a Mile, hoar the trade-murk of the merchant. .\;;aln a iiu nhaut in
Ms:!! Kji.tf- can sell suci thiiit.'s as cutlery, made by unknown n.en, at hi>;hcr

pi.ii? f a;, y i ear iii.- n.jne, than if tliey I'ear the names of the luakern. But
.^01;. .ti;;,..- on,.

, f •;,. ,,. nuikers develo|i,s exceptional aijility. ami l.i.-. foods add
cor.-id- ru.lv t<j tiie value of the nierchant'.s irade-mark: and he may then wish to

ctiiin tM- hu-.'its nf ids H.lvftrice : but if ! e iiisi^ts <ui is^nmi^ hi^; ov^n nanif* ctr

traae-ih.iik. i;e will need to bemu to build up a connection for himself.

if ill'
II'
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II. »ii. 4. so St roil hc.M I'll iIk' |miI>1i.-. tli.ii a nCiiNil |n Ii.-iihII

Wdulil Minplv (llivf :iwa\ ciisti.iiict.s. hi t'.wi tl

Ih. II,

MIC ll i,'.M.,ls Noiiii'llliu's sell I hi 111 wl

tail

11' Jllllpn. Ir.|>

lolcsalc at iclalivi

iMiiy tvlail iMiccs 1(1 take can' ot llirii

J.

I!nt a luaiid. iii It vt't. (loiiiinaiit. iiiiplii 1

liy a uvii.ial nin\ ilhiioiicss on the |Mit cif <i.'aliM> I

fill' nctUT I'f their ciist

»• .l,'nr\(iUsl\ iiij

11 iiriiii

goods

toinor-: and t he " prolci't ion " of In hi

'tl their way to eoiisiiineis lias lieeii de\,lo]„,i

iinru-aii |)ro(liicers into a tine art. On one sid

taken to [ireveiit tile <,'oods troiii beiiiif sold

and thus luiiii^iny' the lirai

e, ineasiiii

III [loor <'i>i|.|

id into dista\oiir ainoiii' i

aiiil oil th<' other, piiee liiailitenance " is elllofced

oll^lill

oil u;.

iiid on ntaileis allk<'. in oidei- to keep the l> laiiil

lavoiirot traders. Similar poliei.'s have been pursued, i

perhaps with somewhat less vi'hemehee, in other n.iiiitru:

Ant iri|i;ilinK " sul.jict wlnrh wiil lioKl ,i lar... pliiL',- in li,„.k III.
olwciv ll tliiit thf fill

(till' A'.ir(,//, » /.

bo k^t'lliTs' liaili

Hoau'iliint; iiinrr than a ri't;

'US ollii-ijil m.i.iiy !nlM|„it.U, l.i 1,1 miiv m lii

Il,lllf'l,\, ttils oiVUlMiil for llui'i' il;l_\> Willi till

I'. On llu' I'lir -..ilr It IS nn-t'd ili.-it tlir skilU-il i,

(:r,.;.N

w^iilii in sonii i.ihi-r i

nil r : uiiil liiiii iniinv aiitimis I'Uill ,1|1 111

th rnntjh WMi'li iiuiny anthur^ Inn.- i.

L

ui'iipation. (Ill ihi- .iln i -iil, -tr. s- is laid i ii ;!.,

cannot m :iiiy ia>f brirn a eonsi.i.Tiil.lr m,.|-., tai i

^K'"' >'n thi'ir \\a\ t.i >vo k.

writi r ; ami wliuli vt't is

iiw.ir I !•• , iili.r [ 1

vonlil lif Will s|ii lit, wi'ii. It n,it jrac-ti

ini|,i'itant to ilir \\,,ri,i thai l.iM-h ^i:

on a lait't' ail', lhon;;li a httl.' is iloii,

iniiH>s~il.li- t,'a, n-ini~ti'i 111.

Ll iiiiiiil S,

u' in tliis liiri-i

U
: on ,,v L un. is,;

may p, ih ifs i ! inii- tliat

Jiim, I i>: coinluiiatimi iiii>;lit

ll.indlni Sllili liool.

luiM tl n,u'o to

s at a lower

sin liiis Social ill-

latf tlian is di iiiaiuiod on pojuiiar la,
priht.s of books of wliioli the I'oiniiu'iit has cxfiiv.l. lint in (art t:

of conilniliaialion m this L'a^i is t,, d

ibt til

isi-iiiniii:i:t- III till'

is action f,,llows thf path of Ua-t nsi^t;
sugut'siive as to thf

nci ; ma nonr
s ifial inthi. IRIS of tradt- conilnnati

On till' otlnr hand, the pubiislu-r olten
takin;: tlii' l,i^.'h risks of Ui

to liniUcd niiiiiliers of u-ad,

piTloim? mil ortiin:

'jn scifiititif and oih, r hif;h-< la-s i., , k~

dd not carrv In

is—risk- wiu-li a v

,

.If:

niii; an, I iinMi,'« n h:.

1111 111, ii.i uoids ,,f a i

to the youiii; aiitli.r avo oftt n of iiit>-i main

^.ff " hiih tiie pu!

no cnirovi as to til

Roods, is ll ,sc

•'i.ir,n,is Ma^a
a K'ood deal of rtttfiit

c-oiiiie,'ti'd with the stru^'gle of i

I' niainti niiic i: It'll ret.

I Ciinmi'tid w tn anotiipr a- to t

,ns 10 iilail a tn hi

;ii,i I : pr, :it

lie ixp'Ui. Ui.T

\,lll- IV Ol L'.'Olls

ion in I-'ranci. Si e A ppriid.x .1, 'y a- 111

•iiaa shojjs lor then

1 S :>

Mil
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.'). Thf tjniil nhilifif mid tinitjif. irhirh hnn hitii U
ilifotnl III Aiiifrirn In tiioitAirr ntitil trmh, tfinl to loinr

,h ^B pi-if<.< : hut III* It II rr nfiU nilln r hii/h.

I'.rih' til'' Lust fi-'v (lic.K ft II- iri'-i- iffi-r. i-(l t)VI hv fh

Ul.i'i it:i''ri!'T^ t'lr t li: :\V '''KK N h;iv t; •M in A
1 III 1:1 'li'' T'-r 'it th.- wi-i> rri >'.'irli| ; niiil t(

rri'-ri'M t;i-t.r

V .tr.- irii|.' il II

i:,->' u\'- |..\M-- th.ir .ii" kii'usii ;iruA h'Tf. Hut di

rr-,,,i ;,iv^wi ri--arK .111 :'.,.,<N in An." ri'.-n nt

till''! tu ;i f. W •.l~|.^ HI u (il h t.ti

I'- <-\f'[)! I'.n^ .If

~fi--ci;il l.rf.'.il

t;V ;.''!•- t'lT ~U|)jh\ ) a!-<- Ill^Ti'-r ' h.iri in Hri'aui ariii >-i.ni'- o'h

i''iiir:Tii--.

t'l';-'! in •(!•• [M

lln[>'irr ai: 'aji-

iih\>i'Ml 1- .nili

-r t!, 1- '-'intr.i-' ar'- v

<r rl,c (

:ii/l in Ui'' r.tfiai i-dar-irr.-n r \.I'T t>.-|)

K. ., .,• 'h.

^- ;n l;.i..k J.

1>'"V

T'— '.va.^ ,,.lil ..ri

-l..nl;z.;.l ^'

r. -.'1- 'i--ni i!i'l ',( Ii-T .a,-r p.. I,

ruf.'l >'af.-

-*•' il> _'l,ini;t

T'-hiji 11! tn>-

.'i' rn.irk'-t

n ..rt'T-

I III'- fiv 'ri'- ni .-•
I,

l,ri.-i- ..r r;,.. ~',V'U^---i ' ,t' f.ra;n- .ri'l h lH'!: in .Ti-at

•v.-rv C!....t r.i\ n. i'.-ri.

!i- in - ..n.- [i.:r- .f h-

I' r. v';-iiiii.- tur fh'- f.arri

:> t.'f ra:i:...i.fl~ •.,

1,'" "t in.t.--iv>- f-in-

I'-r ^'1 in>i^: la -:;--'j'.-.T lai^'- 'ii-r.ir. '••. T;ri« h

ht..- ;;, T- -..i .•v.-n n;..r.- raii:'l:y rh.in h.-r lar^.^

:i-^I -iM ;: • D'i-^, :i' -'•rr

M.I

.'I'l ^••|:^ m li>-r Inlli'S. .'"••••i u.,'KS. t acr..r:>.'>.

ra'ri.T highly pi in C"iiiii i!j<. 1! 1 ^'•.'h tn>.-t

:>; -.
: I. .11 i an.l

'ir<. Miar rh'-v .-n .

.1- I'ialit ; anil, ih

h'; •iiip.......r r.. Hi

'h.-v iii.iv .-xh.i'.'

;n a I.-' nil aran'..;iv .•.n..rt tini-.- t: arnva; rt

ii.ti.i_'r u,v- {11---. .-nr.- r-..- ~i;p

A.>.; i at

i.r.V.ih'T'-

)\nv ut I i'><j'ir I'r'irn \r n.in^'

'l-: I> rnail'- nf niechanicl

>L piri.<i!ict!"ri rr

•.- r i-i I'.-iv , [-,,-, p :n>_Ti-
. aii'l It i> in a :-:w

{"''•v.-r 111 Ana-rifM

.••r.;r..r- 1- n.-ar!y

- atj-u:ur,.-lv

ii ;'

ni --ive I roii^c:.- n . f ruru'

riaa e.--'*i e.-
: an 1 15 ~ t» 1 1 E I .

.

it ti.-re a: ^-s.- .i. IV .iii.e

fiiilv K.; 1 r.ttine

* tx^; of :;;ii>:r:ai

4i :.ifc

'

|f;'r
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II. VII, 6. We h.i\i' hci-n how iiiussivi' priMliiction U'riils to i;,>t,r

inn.s.sivt^ iiit't hulls of whoU'fwili' ami retail douling; while the 1,,\,

mtts for iimssivf fn'i;,rht,s on Amcriciin milroad.s have lielufi

jHiwerlnl wholesale dealers, department stores and <-haiii->t(ii,x

but, thoiijfh tile rates for siK-h Iratfic are low per toti-iijile, th.

totiil eharj,'e per ton is kept hif,di \>\ the very L,'reat dist.iiin-

which Meparate the producer from the avera>(e coiisinner ..f h:,

l,'o(Mis. More important are the facts that the ordinary Aiiieruan

retailer has seldom an old-estahlished business, well suiiiilioi

with capital relatively to its re(|uiremeiits ; that he caiiiio!

always obtain advances on eas_\ lermw: that he j,'ciieialiv

belongs to a race and a social order iti which a much lii,'li,.r

iiverajje level of incomes prevails than in Kiirope ; and Listiv

that the temper of nearly the whole American jieople, inclmln _,

even those of f)reii;i-, birth, inclines to inipatience of assjiluMiis

care as to small sa\ itii,'s on petty purchases.

Kai'h of these Considerations t;oes some wav towards exhlam-

ing the paradox that the nation, which excels .all oilirr^ in

the enerify and inventive ability devoted to developui:,' ih,

efficiency of retail tra<le, is also the nation that pays the iii,..t

dearly for the services of that tr.ide, Hut there remains ,i |, s,

obvious cause to be considered: it is that much of the i Inn

expenditure on advert isini; is not coi\structive, but comlnitivc.

(j. Coiiufnirfitr HHcs of
"
(k/irrfiMnnctif " in that oriiiiun]

broad uxr of' f/tf t( riti, hi which it iiiclndcn itll iinuaHns

{k»i<fii(<l fo ilrmr thr ntttufioii o/ j/io/t/c to o//ji()rtiiiiitii.<

for biti/itiij or .•iciliioj, of irhirh thci/ mutf be iriltiiKj In mvil

themtn'U'tx.

Some of the implements of constructive advi'rtiMineiit a;.

prominent in all larL;e cities. For ii;stance a good fronta^. ,.>-

a leading thorouglif.ire ; adecpiate space for the conveniens .t

than in Kni;l:inrl
: for hmcc iniin\ weli-ti-ilc, ii.nple aru willint; t.) inn :(,,;\.

made ciotlifs, tlie traiie m ilj.-ui is ut j,'ganiic: rluiitnhi<in>, ami ).'iws >t. i^

for lavirtli a'lM-itisin/. .\iii.Mii',in " niiiki-rs ami (iistriliutors oi tm (c-iiiatRt.

clotlii: .^r, wli'. !<|)f! d in sdine i'a«es npwar.ls of iialf it niiliioii dollars a lear ::

publii'itv," t iid ilirir ••^iliin!; co-t p.-r suit 1. .-> now thi.n Lufoii t; I'V \*iv.

advfiti They nianufaitiire and market suits by the hundud liiou-aiii

and tliey tliiis even reduce ttieir advertimnp outlay pi'r sale.

ot iiuvniL', nianulac tuiinfj, seliint,', and the hundli of r

ell ^is c,'

eserve s:ova

(A. W. Hliaw, An iippri'ucli to buaiue.i.i prablfiiix, pp. 204— .5).

lii
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einplovws and fur cust.MM.Ts; hftn an.l mu^m^ Htairauson, etc., ii v„ 6
art' dl on.structiv... so l„i,^r as they .l<> rmt, ..xc-cd tho mjiiiro-
inrnts <.f thf h,iHii.fs.s. That is to say, the assistant, which
tli.yaff(.r.l to custonuTs by .•imbliiig th.-in to satisfy their wants
without in.,niiiiate tiitig.ir or loss of time, would h." appropriate,
.v,.n if the business were not in stron^r rivab-y with others!
But ea^'er rivalry often causes them to be carried to an excess,
which mv(,lves s,.cial waste; and ultimately tends to raise the
i'h,irK.'s which the public have to m.^et without a(i.M,uat.- return.

A^'ain, printed adverti.se.n.-nts re^r,,rding particular trans-
u'tions, such as h -,,. (or .sale, ,,r hire ; contracts to be l.-t out

;

I
\,iiancies, etc., hav.- s.ldom any considerable combative <.ffect.'

i Th.-vndiiiir to cu.stom.Ts of .samples of a special kind of pre-
|und f,H,,| or other common pro.juct is an etlVctive instrument of
'•"mbat, th.. use of which is confined to ,>,werful capitalists: but
It i^of httl.. avail unless the product is appn.ved ; and on the
wh,>lr 11 IS constructive. .Similar remarks apply to th.. sen(iing
'"It hy producers or wholesale dealers, of .samples in the charge
'.t [KTsuasive travellers Again, advertisements in trade news-
pap, rs

;
and. especially such :is are largely occupied with

•Hhnical and .^cientiHc discussions, are generally terse, ex-
liUnatory and constructive: though indeed a powerful 'firm
«hus,. resources and specialities are well known, may s.Mnetime.s
I'l'trr a f.w words in impressive typ.., or i)erhaps a bold
.1 .istration, to an explanatory statement : for that cannot be
»')*'|u.Hf, and yet confined within narrow limits.

Hx'vptionally eonstructivc^ are all thcs,. measures needed for
'Nplauiuig t,, people generally the claims of .some new thing,
»im-h IS capable of supplying a great but latent want. If the
thm^ IS m small compass, easily handled, and not costly,
^."nphs ot It can i)e distributed in van-.us ways. But if it is
•^innsuv, an.i above all if it cannot be adequately handled
^^'thout considerable training, then people can be fully informed
'

u^ usefulness only by seeing it at work. In such a case as
'I"" "t th.. typewriter, when first introduce(], efficient deinon-
^tnition „ beyond the scope of any but powerful capitalists'.

^„„,L^''!°,'^
"^'^ "f * typewriter was first conceive.!, verv few veov\o wprp

lli:.',\il'T,^^'"r'V^''
'*"««'^^"''° """ " '=o"l'i rival the pen in efficiency.co.ia nu, therefore be sold by mere printed notices : and the retailers of

^

• in

fiij-JUi

31. I. T.
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II. VII. 7 7. AtlrerftitemenfM which nrr nyuuhfntmlHttirr gcunnlii

iniytliv Dorial iroMtc.

On thl- othiT HiIIkI the colnlintivf tincr of liuri' i:i|,

ubtnules it.si'lf iti thi" infi'H.sjint itcmtinii i>f tlic iiiiiiii' nt a iir

duct, coiipli'd jH-rhaps with u cluiiii that, it is of I'Xcclhtit (jnuhh.

Of course iii> arnoimt i>t' t'xptnilitnrc on aflvcrtisiii^' will mil.

liny thing, which the fustoniiTM can fairly test for thimvli .

by oxjH'rictict' (this cotiditiiiii cxciiulcs nicdicini's which iltii:

to b«' appropriate to subtle disea.ses, etc.), td get a |N'riri;iii.'.

hold on the peopU', unless it is (airly good relatively to its jiiii

The chief inHuenco ofsuch advertisement is exerted, nut tlirii;;

the rea.son, but through the blind force of h.ibit : |M(.p|, :,

genenil are, for goiwl and for evil, inclined to jtrefer th.it wkd

is familiar to that which is not.

The lavish advertiser must deiluot his expenses trniii th

gross profits of his .'idditional sales: while the riv.ils wh'iiu h

i

1

IM'

writing matoriaU were not ;nrliiipd t(i inastiT its nmnipiilHtlDn. riii- r-i

practicable iiiethoil tlicnforc was ti> show it working; riipidU i.. tli.' hani-

cupert aKeiitK tliri>Ut,'liuiit tlu< land. Thin involvwl va^-t ixik'Mm' : hul it I;::

way to evon vaster jjains. For tlie t.vjHwiiler. tlioiiKli a coiiipli x ii;-ir u;i:

helonKS to a ela^H which e&n be brou^'ht ho eoropletely within tin raHkV

mechanical production, that it tan be made on a lar^re hi'u!. iln ajly 4-:

itf UHt'K are now so important that Moine pt oplc winild pay tldO Im ii . if '

-

I'onld not nH it for lean. TIuih lavinh cxpeii litnre on develupinj! i i:.w ua:.

i)einK based on dear foresiKlit, was well justified by its results to the viiiiir-r-

And, in a broad view of its social results, there is perhaps no very t-reiit c«u-i
'

refirettinj; that the proprietors of the chief patentB for the tnacliines li;ivi- !»•:

iiblo by a;;reement union;; tin luselves to maintain (siil.ject td > im fif->-

exeeptioiiB) for a lonn while at K'ii), tlo' piiee of thiiij;s, whieh erf ijn: '

probably be sold at little more than their direct cost of jiroduotiun ; an.i iLh:

reported even now not to exceed 1'.'). If a new and perfectly ellieiint !>;»»:

could have been produced by a moderate outlay, and without iiifriiii.'nii.'tbf ::..:

widc-rcachiiiu patents still in force, a ureat reduction in price niit'lit hnve o e

lonK ago : and in t.'iis respect the ty|)ewriter, though ii brilliant, is not ii .•ftiern..

representative instance of the coiniiiercial success wliich is to he .li taiiioi :

(reatiiiK a new want and meetint; it. For the main ccn^tructive net- art I:-'

confined to discovering the existence of a latent want, ami ediicatiij; the !-:•

in regard to it : thcM- being accomplished, a luimber of imiepemiiiit rout'-, t'

which the want may be met. may perhaps be opened out, all lihuM equal!} P
--

Indeed experience of the route fnllowed by the pion"er. may it-'^:'
''^'''•

quickly hints to fresh minds; and thus lead to the discovery of a lu'* •
"'

which is better than his, uiid is not covered by his patent, thourli "" '
">• * -•

have been likely to find it unaided. In such a case the piuUet r inai- tbt i-

burden and others enter iut'-' his horitaue. Th*'r*' i- noifh suijL'tstieD cc &-

these matters in Cheriu(,'ton s Advirthifiii <i« <i bii'iitix^ inriw

!f 11



SOCIAL WASTES OK roMBATIVK ADVKKTISKMEXT :m

,iii.st« li>Nf their j{riK*n profits, iiml thus there enters one element ii. vn

,.f social waste. It is true that his H<l<litioiial sales niiiv sji^rhtly

lowir his costs of prixiiiction per unit: Itiil in tiiet near! II

thi' pnxiiicts, in the advertis.nient of whic-h iteration has Keen

ciirried to extravaijanl excess, i.tfer >K;cii|)iition for many firms

rach strong' enoii^'h to command all the chief economies of lar>,'e

viile j)r. 'liK'tioii. A second element of s.wial waste, caused hy

\M (lis|)liiyed advertisements, is the relative ohseiiritv into

which they are desi;,nied to throw, and do throw, the smaller

uivcrliseMients of less wealthy men , some of whom may have

lu^'h constructive facidty'.

Ill conclusion it should he noted that academic students

mil professional advertising' agents in America have united in

ap]ilyini,' nuMlern methods of systematic and progressive analvsis,

iliscrvation, experiment, record, and provisional conclusion, in

>iK!cissive cycles to ascertaining the most effective forms of

iippcal. I'.sychology has been pressed into the service : the

inriiuiice which repetition of an advertisement exerts has been

g >iili,siimed as a special instance of the educative effect of

rt'[ietition''.

L.ii>.'p iiupstionn nrc opcnej up bv the conMci'Taticm o( tliu dependence
of n(w,-papiih and nl:l^^il/.ull•^< cm reeiipt-i fmui advirtis. tniiitn. 'I'liev are
tbcriliy fiKibied to provide a lHr;;er iiMimint id nudinK matter than woidd
ijthiT«i:.e I],. pos-iljle : but tlii.i iidluence does not work wholly for j,Mod. In the
1 iiit.d Siatert t::)0,0()0.t)<iO a vear are estimated to be spent on udvertinin;.' in
''»>|'.i|ier-<; and t70,(H)0,(K;)() on otlier kinds of advirtisin^ , on.' periodical

;
in'ivwi „ii II loriK contraet ts(H) for e'acli use of its buck outside pa^e. Om
Ki.i,cii lemse sends out 1:20,00(1 worth of patterns o' dresH material- annually

iiif task is more dillicult than aiipears at first siKhl. It has indeed been
Miowii iliat test experiments in regard to different modes of ad\ertisiug a par-
'.ic'ilar pr.iduct, may Ix' of much s.-rviee in re>;ard to that jiroduet. but tli.

allamment .,( trustworthy ^'encral results s.enis yet fur off. Kor instance.

j

a MUiuber of notices, some ou full pa^'e, others on half and i|uarter pa^-es, wei,-

i
« betvi,- a Hioup of observers ; and the result.s indicated that the lari,'.r
II'. tics impressed the eye more strongly in proportion to tlieir size than the

hmalKr i.n.-s did. (Munsterbern, l''!irhnl,,,,ii „,iil indu^tnat ejiiciencij. .h, xx.l
Hilt the iiidicatinn seems to be inconclusive. For instance, if a iie'rsoii is in
ii-1 of Mjiii,. particular thiiiu', such as an aid to imperfect lieanuK, or a

'i'li.'!,- cliau ;Hi)lt. for travelling, Ins eye is likely to be arristed by u\en
I

a >.inrt notice ot It. In such a case small advertisements in many jwriodicals
|u< hktu to ^ive better results relatively to a few disiilayed aavcnis'onients than
;> •Ui.'-cst,.,l by .ucli a test, ka excellent account of laboratorv studv in su.di
lilAIlir- i< ..:....., ;„ * Ai- ... . . , .

[, ,
"

'• " " -l-i-.v ;; .i;;,-;r,;,;.-,1 o, ,•„,.

'"'"h '« :i .similar effect in Chcrington, I.e.

/.). ana Luere is

If If
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CHAPTER VIII

BUSINESS ORGANIZATION : THE GROWTH AND
INFLUENCE OF JOINT STOCK COMPANIES

II. VIII, 1. 1. Some of the modem problems of administration m

a large scale vere anticipated long ago by private and corpo-

rate owners of great estates : though they did not often mi
to balance their incomings against their outgoings clogtli.

The fidueiarg element in corporate administration.

Recent chapters have been concerned mainly with tht

external relations of a business to other businesses, and u

consumers of its products or services : we now pass to consider

modern developments of the internal relations of a large busines?,

with special reference to its administration, whether under

individual or joint stock control. Several suggestions in recen;

chapters have pointed towards the growing need for progressivt

detailed study as a means towards the efficient and economic

conduct of business : and the last chapter of this Book wiii

bo occupied with applications of such study, to measure tlit

economic etbciency of various methods of working. Theyci:

claim at present only a very partial success : and yet they hiut

attained in some directions to a degree of accuracy, whioii

though far from ideal perfection, is yet much in excess of whai

apj)eared practicable in tasks so Large and complex even a

generation ago. But this tendency of business adinini.stratiiC

will not come into view in this chapter or the ne.\t two: they

will be occupied mainly with mattes specially relating to jcin'

stock association ; to finance ; and to the faculties and resoun.*

which are required of the head of a large business and itschie:

officers, in regard both to the general scheme of the biu^ints

and to the control of its subordinate employees.

But betore settling down to our main task there mn) w
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some interest in considering how far the problems of adjninis- II, vm. l.

.tration of the present age differ in essential character from

those of earlier times. Their forms are certainly far apart

:

but perhaps they differ in substance less than appears at first

[
sight.

Let us look at the business side of the functions of a great

I
landed proprietor, and especially of one who has no ea.sy access

I

to the assistance of skilled professional busine.ss men equipped
', with the powerful appliances of modern times. Like a mediaeval

!
hiron or abbot, he is called upon to carry responsibilities as

'

a capitalist undertaker and as an eni]iloyer of labour, which may
tairly be compared with those of tiie heads of very considerable

I

businesses in the modem world. He must indeed look far

ahead, e.stimate chances and balance risks when he decides

whether to invest resources in (say) opening out a quarry, or

setting up an additional mill : and, subject perhaps to some
[artial customary rights over persons on his estate, he will

need to select those who are to superintend each new under-
taking. If he is able, mdustrious, and alert, he will see that
all men are put on work for which they are fit; and that each
instrument of his resources is carried up to that margin or
limit, at which any further employment of it would be inappro-
priate. On such an estate, everywhere and in all times, there
will be found much delegation of authority, and a rough grada-
tion of the difficulty and responsibility of each man's ta.sk : the
lower rewards generally going to those whose physical toil

1

IS severe; and the higher to tho.se who are calked on to exercise
discernment, judgment, tact, and a power of bearing responsi-

I

bilitv, together perhaps with some modicum of initiative. On

I

the estate, as in the modern business, the extent to which

j

specialization, subordination, and the coordination of faculties

j

and of tasks are carried has varied with the general conditions
of the undertaking

: but the governing principles will be always
I
the same.

It IS indeed true that the organiaition of a private estate
IS designed to afford gratification to its owner either directly;
"r through his friends and others to whose comfort, admira-

h'on, and perhaps envy, it contributes. If the arran"-ement

j

ot a stable is plejising, it can be maintained, though the horses

M
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inn

II, vtn, 1. mighty be cared for equally well on a less expensive plan

if a tree is be.nitiful, it may be spared, although its trunk i-

not straight enough to make good timber : and so on. That

is to say, although the organization of the private estivblishmen;

gives scope for that scientific management, which attains n

desired end by the least costly means ; yet the means them-

selves are generally a considerable part of the desired end
; and

the end itself is not expressed in terms of money. It is not

therefore under as rigorous a rule of arithmetical balance sheti,>

as is a modem business, which is closely run by colllptito^

working for the same market with similar resources : but the

differences between the two are not fundamental.

A somewhat similar freedom from the yoke of an exac

balance sheet seems to have been enjoyed by those grea-

merchants of early times, whose financial strength enabled then;

to gain increasing profits with ever increasing ease, so long as

strength lasted and fortune favoured. The power of a Fugger

or even ade la Pole or a Canynge, controlled the fate of nionarcL>

and of nations : and so vast, relatively to the aggregate movable

wealth of Europe at the time, were the gains which resuitd

from their larger transactions, that they had little occasinn t.

spend strength on petty economies. Although there was but

little trustworthy information of distant affairs, beyond what

could be obtained only at great cost and slow speed from privatt

agents and correspondents, a few of them gnisped the niaii

threads of most of the chief business problems of Western

Europe.

Even those features of large modern business, which ai*

chiefly {vssneiated with joint stock ownership and control, were

in some measure anticipated by the administration of powertii!

monasteries; and of other bodies in which the individual had

no exclusive dominant rights. It will be seen presently that

the pjirtial supersession of individual by joint stock enterpris

has not changed the problems of business administration ven

greatly. But it has introduced a distinct new element int-

those problems, as to which a little must be said. Many cnrpt"

rate bodies of to-day, and especially colleges at Oxford an"

Cambridge, retain much of the spirit of old relitrious houw;

The official Head, if a strong man, has great power: as hasth-

J I
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Chairman or President of a great joint stock company : and as ii. vm, 2.

a rule every member of the Governing Body cares for the future

efficiency and prosperity of the dejithlesM corporation with

nearly the same zeal as if it were his own property. Much
of this tradiiional uprightness of piiruose and fine ambition is

found among the directors of joint stock companies : the purity

iif their motives is seldom much influenced by the extent of

the pecuniary interests which they and their heirs have in its

well-being; though it is true that their active zeal, and the

iime which they devote to its affairs, in preference to their

private affairs, is apt to bi' influenced by the extent of their

interest in the company.

Here it may be observed that the directors of a company

are, strictly s{)eaking, employees of it. Except in so far as they

are themselves shareholders, they run no risks from its failure,

beyonil some loss of prestige ; and a possible loss of employment,

which they share with other employees. The shareholders bear

the risks, but delegate nearly the whole of their functions, as

owners of the busine.ss, to the directors and other employees.

But in practice the directors, even though they own but a small

part of the shares, are seldom displaced unless they have made
Ljrave errors : thus they may be regarded as " the head " of the

company, in the sense in which decisions on large issues

lonuected with a business belong to its " head "
; though he may

delegate decisions on minor issues to subordinates. Of course

the directors of a company, like the partners in a private

busincs.s, often share out among themselves the main control

of particular groups of these issues, the collective meeting

Miiaining the ultimate authority in large matters. But more
' it this hereafter.

t

r >'M

•2. The growth of the legal freedom and of the inclina-

tioH to (Icvelojt hminesnes in joint stock: their paramount
iHliiience on <ronomic structure.

It is indicated elsewhere that the term " Joint Stock Com-
puiy" ha.s hatl many different connotations in different stages

ot the world's history'. In early times it meant little more
than iissociatiou of a few members of the siime family, or a few

' See above, p. 36 : also Appeudix C, 3, and Appendix D, 3.

.51 I
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II, VIII, 2. neighbours havinj^ intimate knowledge of one another, wh^

united their resources, or pjvrts of them, for some venture. Asa
rule the venture was one which required a larger capital than

an* one of them jxtssessed ; or else it involved risks, the whol

burden of which was too gfoat for any one of them. Especialiv

were companies needed for many tasks which in modern tinu.

are generally recognized as belonging to Oovernment : thouji;

the recent develoi)mont of Rhodesia has been effected lor th

greater jiart by a company, which worked with special ])rivilt;,'..

reminiscent of those of the great Joint Stock and Regulate.;

companies.

The founders of those companies were for the greater pir

merchants, directly cognisant of the nature of the W(.rk to W
done : and for a long while the supreme control of the busing
of each company was largely imder the supervision ot t-j.

perienced men of affairs, who owned a great part of the oapiti;

even late in the eighteenth century the great East Ind:„

Company was chieHy owned by about eighty men, many v

whom were in close touch with its administration. It miijir

have been expected that joint stock administration would hav,

spread over English business in the eighteenth century: br

several causes retarded its progress.

A chief cause was the misuse of joint stock machinery in tfc.

" Bubbles " period (1700—1720). It evoked a law, under whuh

the privilege of trading in joint stock could be obtained onlyk

special charter. So associations abounded that wort' cail-i

"companies," but had no legal status as such. As each meniK:

of such a compjiny wa.s liable for all its debts, a pnKi-.nt at.:

responsible man was unwilling to take a share in it. ew-:.

though it afforded reasonable prospects of high g;iin>: unies-

he knew enough of his follmv members to be sure that lio w. u!;

not have to bear a great part of the burden in case et' t'aiiur

Under the influence of this law only those businesses, which w->

sufficiently important to obtain private charters, wero I'per.

:

legal recognition in England as joint stock companies : therigiur

of the rule was relaxed in ISi.t and again in lf<44; but th-

full privilege of Limited Liability was not made geii-ral ::.

1«()2'.

' The law of Scotland was more liberal than that of England. A com=::
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It has been generally agreed that the vehement fury of II, vm, ^.

speculation during most of the eighteenth century in the few

stock exchange securities which were accessible, indicates that

the time had not arrived at which more gain than loss was

likely to arise from opportunities offered to the general public

to hand over the control of their capital directly to businesses,

of which they had no personal or technical knowledge. No
objection was taken to direct mortgages on real property

;

which long remained a chief, if not the chief, investmiTits of

small funds. But, especially when industry was unsettled by

the introduction of new methods, and unknown men were rising

rapidly to the front, it seemed to be to the general advantage

!-l

1

partnership could by the law of France obtain many of the advantage- of

Limited Liability : for the responsibility of a aleepinK partner, often a retired

member of the firm, who took no share in its application, could be limited, by

dae announcement, to his share of the cai-ital. Mill strenuonsly advocated tlie

intro'luction of this principle of en commandite : and many of his arguments

still remain vaUd.

The history of early • .! es has been much advanced iu Prof. W. R. Scott's

Joint Stock Companiet lo 1720. Attention was called by Rogers to the violeut

ductuatioDG of the prices of stock i'l The first nine yearn of the Hank of

England. Adam Smith regarded banking as eminently suitable for joint stock

control: but be had in view the excellent management of loca'. affairs by the

joint stock banks of Scotland ; and their task was relatively easy, because

connection with England enabled them to have nearly all the advantage's in

regard to foreign trade of an expensive gold basis for their currency ; while they

turned to the account of themselves and their customers the right of issuing

paper money, which a more exacting Government might have claii:ied for itself.

However their splendid work, and tlie reckless misconduct of many private

Enclish banks early in the nineteenth centun,-, forced the door to oijen for joint

<tock banks in England : and curiously enough the English banking system has
developed on lines, in which routine has a larger place than in that of any other

1,'reat commercial country. But this runs beyond our pre.sent subject.

It may however be relevant to note at once that the Bank of England has
cradually led the way towards a management of financial difficulties, whicli is a
pattt rn tor the world : and that its best strength has been derived from
directors, who have not been mere nominees of its own shareholders, but have in

effect rejin sented the chief business houses of Loudon. It has been the leader
;

and there has been a continuous independent movement upwards, in regard to the
manaijement of the financial affairs of the country, especially in regard to joint
.•lock tompauy ventures. The joint stock companies mania of 182.5—6 was far
le«s wild than the South See. and the Mississippi Bubbles in England and France
early in the eighteenth century : and, when an underestimation of the costs of
levelopmg the English railway system led to another grievous crisis twenty
vears later, the credit given was found to have been less intemperate than in
H-2H. Since then, there has hror, n-- cn=!= a? intense, snd estendin- to so Urge
a proportion of the business of the country.
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II, VIII. 2. that bankers and other professional dealers in command ovi r

capital should act as intermediaries. So they lent, mainly at

their own risks, the command over capital, deposited with them,

to such manufacturers and others as seemed to them able and

trusty
: the people were shy of investments in businesses beyond

their immediate ken.

The expansion of joint st<K:k companies has resulted in tht

general democratization of the ownership, as distinguished frun,

the control, of business. England was the only country fulh

ready for such a democratization on a large scale in the fiw

half of the nineteenth century : and there was gain as well a*

loss in her being withheld from making the experiment till

education and the new means of obtaining information about

disUmt events had rendered the venture comparatively safe.

The concession of Limited Liability to any seven persons

who chose to pay a small fee and register themselves as a

compmy, was made in a law so crudely worded as to invite the

most inexperienced and poverty stricken rogues to use it as n

means of plundering the public : and the reports of the BoanI

of Trade on the winding up of companies contain many

ludicrous tales of petty misdoing by methods which are no-

yet wholly estopped. But they never covered much of tht

business of the country ; and they are now rare.

Next, we may consider some influences on the substance

and on the wording of economic doctrine, which arise from th>^

extension of joint stock company control over a gieut part

of the business of all western countries. Let us look back a

little. Not very long ago the representative firm in most indus-

tries and trades Wiis a private partnership; which in the courst

of one or two generations had attained a goodly reputation

of a personal and individual character. Its plant had becom.

larger and more various, until it commanded all, or nearly ail,

those economies of production on a large scale, that were in

herent in the most advanced methods then known for it>

particular branch of business. Its own (Internal) economies were

not great : but it took its part in affording a large market for

firms in branches of manufacture, which supplied it with

made or half-made materials: and in developing (Extemali

^^^rmuw^^mii
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economies of general organization, which gradually became ii, vm. a.

common property. Thus each firm, though of moderate size,

might reasonably hope to obtain most of the advantages in pro-

duction, which would be accessible only to vast businesses, if

each had been mainly dependent on its own resources. Under

these conditions, a very large capital in the aggregate was dis-

tributed over many firms of moderate size, each with its own

individual life, its own power of initiative, and its own personal

relations with its employees. If any firm became slack in enter-

prise, or weak in purpose, it passed away and made room for

others, with but little disturbance to the industrial organism

;

just as a forest tree, which has lost its vigour, passes and leaves

an opening, through which some strong young plant may shoot

up towards the light.

But in the new age joint stock control has become uni-

versal in regard to railroads ; and it has become general even

in regard to manufacturing and other industries, which have an

urgent need for alert and versatile administration. In most

of these industries a tendency to Increasing Return prevails

:

that is, an increasing output can generally be produced at a

diminishing rate of cost. It is obvious that, under this tendency

a firm, which had once obtained the start of its rivals, would be

in a position to undersell them progressively, provided its own

vigour remained unimpaired, and it could obtain all the capital

it needed. In old times there was often much difficulty on this

score : but that has diminished greatly during the last three or

four generations. It seems therefore that, if there were no

other difficulty in the way of the unlimited e.xpansion of a strong

manufacturing business, e;ich step that the firm took forwards

in supplanting its rivals, would enable it to produce profitably

to itself at prices below those which they could reach. That is,

each step would make the next step surer, longer and quicker :

so that ere long it would have no rivals left, at all events in its

own neighbourhood. That condition must of course not bo

omitted; because the expense of marketing heavy goods at a

distance might overbear the economies of large scale production.

But for goods, of which the cost of transport is low, and which

are under the Law of Tncrea-iing Return, there might have

seemed to be nothing to prevent the concentration in the hands
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II, VIII. 3. of 11 single firm of the whole production of the world, except in

so far as it was closed by tarif barriers. The reason why this

result did not follow was simply that no firm ever hiid a

sufficiently long life of unabated energy and power of initiative

for the purpose. It is not possible to say how far this position

is now changed by the e.x|)ansion of joint stock companies with a

potentially perpetual life : but every recent decade has contained

some episodes which suggest that it may probably be greatlv

changed, cither in substance, or in the methods by which nw
life is brought into old bodies.

A private firm without great vigour is sure to die : a large

joint stock company has special advantages, many of which do

not materially dwindle with age. Its hindrances arising from

its re 'ine methods do not increase as fast as the increase in

its business, while each step of that increase is likely to give

access to new technical economies. And, even if it be sdtiie-

what lacking in energy and initiative, it can often utilize (a?

industrial enterprises under Governmental management habitu-

ally do) new ideas and new appliances that have been created

by independent workers : and it has special opportunities fur

the intrcxluction of new blood into its management. It ha.< alsu

this dominating financial advantage, that the salaries, which it

pays to its directors and chief managers, are much less in the

aggregate than that excess of the profits of a successful private

business over the mere interest on its capital, which is required

to induce men already wealthy to continue to bear the burden

of business.

3. So wide are the varieties of the arratKjemenh

between ownership and control of capital, which are now

included under the common name ofjoint stock attmclatiou.

that almost any class of business can be properly conduckd

by some one or more of them.

Every successive decade has brought new developments of

the structure of joint stock corapxnies, and their relati'nj

with other financial busines.ses. The chief initiative h. s come

from America. But Germany has contributed much: her

legislation in regard to the- ubligalious of the pioii.otrr? and

directors of joint stock companies, if not achieving all that hat
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been claimed for it, has at least indicated a direction in which n, vm. 8.

other countries are likely to move, and have indeed begun to

move.

The varieties of joint stock company organization are nu-

merous and plastic : scarcely any business is conceivable which

could not be efficiently manageil by some one or more of them.

When a private firm is thrown into joint stock form, for the

convenience of members of the family who are not able and

willing to take part in its administration, there is often no real

change in its administration: whatever it did well iis a private

firm, it can continue to do as a company; so long at least as the

men at its head are of the same stamp as formerly, and other

members of the family do not interfere with them. Again,

when a group of wealthy capitalists retain the complete effec-

tive control of all the affairs of a company in their own hands,

they can act with as much freedom and vigour as if they

remained in simple partnership. They may distribute widely

among the public preferred shares so arranged as to give no

votes ; and debenture bonds which of course give none. They
may even distribute widely half or two thirds or even more

of the ordinary shares : for even one third of them, if scattered

in small lots among the public, cannot be brought to bear in a

conflict for the control of the company, except by slow prepara-

tion: and that can generally be countered in time. There i.s

no sort of business which the Standard Oil Company cuuld not

sft up, and manage with the freedom of a private firm, if it

thought the affair worth the necessarj' trouble.

The distinctive conditions of joint stock administration

come into view only, when the ownership of capital is effec-

tively divorced from its control : so that those, who are in

control, have not nearly the same pecuniary interest in its

economic and efficient working as they would have, if they
invned the business themselves. Its higher officials may watch
its lower officials, and its directors may watch its hitrher

officials. But its directors can generally keep their positions
by tiiitht'ul, steady work, without showing special initiative;

and they often content themselves with that.

A man of restless constructive force, who finds himself on
such a Board, may urge a reorganization of some parts of the
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11, VIII, 4. procedure on more advanced lin«'H, or for the scrapping of Noni^

plant that is no longer in the front rank : but he in nut un

likely to appeal in vain, if the change would cause much troiibli

.suggest some criticism of |)a.st management, and be ol siieh n

nature that its ultimate pecuniary advantage cannot be pnivMl

with absolute certainty. As a sejMirate business man he woiiM

make the venture ; and, if he were a member of a private firm

he might probably succeed in carrying his partners with him

But the via inertiae of a great company is against him : hi

can stildom argue the case effectively with numerous scattered

shareholders, who do not understand the business. He is there

fore inclined to iw^quiesce, however unwillingly, in the genera!

opinion, that a company, the ownership of whose capital i^

almost wholly in the hands of the public, must for the greater

part adhere rather closely to routine.

For thi;) evil there is a possible remedy ; which has been

largely adopted in America. The shareholdtfrs may decide

to give their votes in favour of those who will supjjort thi

almost autocratic ptiwer of some man, or group of men, whom

they know to be able, resolute, and perhaps to have a larjje

pecuniary interest in the company. This plan has answered

admirably in many cjises : but has failed in others. Its siiociss

seems to re<iuire rather peculiar conditions: and the time ha>

not yet come for a good estimate of the chance that it nun

prove a generally effective remedy for the malaise to which

joint stock companies are liable in their old age.

4. The obHcurUjf of the affairs of manif mimll roinpnuK*

t/ie exreptlonnl eo»e of mauuftteturmg companies mnitil

largely by irorking-men.

The above considerations tend to show that the nnlinan-

investor can seldom safely buy the- shares of a small joint stock

business, imless he has personal knowledgeoftho.se who cdiitrn!

it, or is able to form a sound technical opinion on tlir niaiinir

in which it i.s being operated. He is therefore, if wim

commonly inclined to seek businesses in which he l)eii.vi«

many eoiiipetcnt and experienced men hold shares: tor then hi

has sonic .si;rt of a.ssiiniiiLX' thai tin niamur m whui; U-.i

directors and otticials of the company discharge their dutief
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will be noted by a Hufticient niimb<>r of men, cjipablt- of forming H, vm, 4

a fairly gcMKJ opinion on it, to give Becurity ugainBt gravi-

negligence or malfeasance.

An inexpert Binall buyer or seller of eotninodities generally

(It'als at a (lina(lvantage But the giMxlM of the Stock Exchange
iire absolutely standardized, to the extent that each wecurity is

of the same value &» every other of the same nominal amount
and the wime isHUe

: and the small inexp«;rt purchaser pays

alni(«t exactly the sami- price as anyone else, who buys at

the same time. Of course slight exceptions ure to be made
for dealers, who transact their own busineas; for jxiwerful

oiipitalists, who make special tenns with chosen dealers; etc.

But in the main, a small buyer is on the «ime footing as any-
one else, who has the same knowledge and judgment as to the

selection of securities to be bought and the time for buying

;

and information as to a large company is often accessible

through the public press. No doubt the strong financier can
uftcii obtain early information, partly confidential, as to cau.ses

which arc likely to alter the price of any security; and he can
iin occa-sion take part in strategic combinations for the puqto.sc

of moving the price in a direction that will suit his schemes.
But yet it is on the whole true that dealings in the securities

of hirge compjinies tend in the direction of democratizing thr

ownership of capital : while the exjjansioii of private busines.<e.s,

and to a less extent of companii's, tends even more strongly to

niuicr the contrul of capital oligarchic.

Attention has already been called to the ability of joint

sKxjk coiiijwnies to dominate the manufacture of staple goods,
of which large quantitit>s, alike in evory respect, are steadily

consuiiud; esj)eeially if the appn>priate plant has alrea<ly

iulvanccd so far towards perfection, sis to he almost exempt frozn

orgiiiiic change. Even working-men often have exceptional
opportunities for stsirting and controlling cooperative, oo-

liartnership, and ordinary joint stock tmdiTtakings for work,
with which they are familiar. Such companies can di.iw on the
>piciali/i(l knowledge aiul experience of m.uiy operatives, who
iiH" thcuisclves at work in the most advanced (act ories engaged
MithosH.oe hraneh of indii^tiy, ->r in others whieh r-A\ U> thai
'inuich, nr buy from it. And, whereas in a gnat company, the
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't. vni, I. HhimholtltTM K»>ni'mlly ]My livr^'«' niilarieH t<i (lin-ctorH, whu ,ir,

tx|Mrt«>il to bririx hi^h tochiiirnl kiii>\sliilgf to Ixiir m thnr

jiKlgiiunt of tho I'ttirifiicy o\' its chief ottiors, th«w fuuijiiunr.

co!mi«tiii>j iiminly of mimller iiu-ti, bring much >>f the n (|ui«::r

knowU'tlgc to h«'iir tht'ium-lvcs. Tlu-ir iipiHiiraiicc in thi nui,-

of our complex tnixli'm iiuliistriiil orgiuiisni may iKThiip-. ht,|

to explain the »ucce«H of !«ome comjMinies in eurly tiims, whuh

seem to have gnippleil with ia»k», that re(piired eunsui, r,»bi,

technical knowledge, without the aid of any eialHtrat. . r^-^uii-

zatioi)'.

It is to bo noted that these compiinies, and many tith^rs
i

recent origin, issue shares of very small amounts : sn that at.

investor of limited means can increase his holdings gmdiiilly ,v>

small savings are made; und he can ohtuin the advtnu^r

formerly beyond his reach, of distributing his risks ri'hr:

widely. This change is not without its drawbacks fr.iu *ni'^

points of view: but it suggests developments of -v i; :.;

organization, which the new education and wealth of th. * rt-

ing cliiases may pissibly eflect ere long.

' The followiiiR facta are tnken from ProfcBuor Chapman's Th, 7. nu. ',!•

Cotton Induitry : and a paper contributed liy bim and Mr Mar.)';i- n ^
Stiitinticil Journal, 11)12. Many cotton sninnint! factories have been r..; m-;

by joint Htock companies ; whereas in most other industriex. a n<« icu-imi; .•

generally developed out of a private concern. Cotton spinniiig, in -| tr ; ::•

simplicity, of course requires a rather larpe capital ; larger for insUi.ir ;Li: .•

needed for weaving : therefore profits in it are not cut down much It ih. . z

petition of rising small men. (tood c. tton ynrns almost sell tlioiiisthr-. i::

therefore do not demand exceptionally iiliU . iil.rt and enterprism,.- mirirr:-

and the ainijiler qualities arc easily tested. Consequently when i^rs:'-

spinning-mills have wished to chan^-e their constitutions, they hat- ik-. =<

joint stock companies; whereas coojierative weaving businesses ha^t iiv^'.-:-'

split up into several distinct private undertakin»;s.

When a new spinning-mill is project. 'd, a large part of the nec.'>iir' :!,:;*.

is obtained, in an exceptional manner, i y loans. They "are nominslly »i ''-'

nol'ce; but they are seldom withdrawn, when their removal wc.-.ij jj.'! »

business in jeopardy. " The rate of interest is very low "because the rz sf? i

found on the i>ne hand by people, who are engaged in the induftrr. u; :r!^

that thcie is a real security in contact with everyday experience; &ni .-

other hand by j>eople who a/e acquainted with local conditions, aa '. ;. » •»;

extent lend on the basis of personal knowledge."

'Ml
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.'>. Temptntimm of joint utork nmifmnifH fo nrrrwn're li v,,,. '.

ndanjrmeiit of m'tijte.

Mtiiiiwhil*' then- hiw Ixiti Jt conMtaiit iiuTtjiw in the riiiiiibiT

„f [Koplcnlhijfh prim-iplf :itiil -HoiitKl jiulj^imTit, who iin- willing,'

til serve ii« (iircctors , iiiiil ariicri^' ttuHc imiy he tmind tmt a few

with g<«xl bu.sirii'HH experience. For indeed in inimy a liirgo

private biisinesM the char>(e of dfUiilft \h iiNMi^ni.d to reHfKinMible

s.boniinates so fully, that the hc>a<J need .seldum confiern hiinwif

<lir.<ctly with any but the broader and more fundamental
|pn)bl(>tnH; ami he in therefore able to j,riv,. h few hours a week
til the service of a railway or other im|Hirtant comimny. Further,

the nunilx r of intelligent investorw has increiused. There are

tiir mure |»eup|e than formerly enjfiig.d in business of their

• iwn, who yet have s{>are rapital to invest in St.K-k Exchange
•securities. Such men often know what information as to the
aflfiurs of a compmy should be ilemanded ; and they exercim- a
wholesome cmtrol over the directors ; and over the influences,

which unwise or designing shareholders may bring to bear on
the directors.

The number of intelligent and upright directors increattes.

But unfortunately many of them are unable to give the large
time and energy needed for obtaining a thorough miistery of
the ati'airs of the conifxinies for which they are respftnsible :

iind the chief service, which most of them reruler to the public, is

thr(iiii,'h their common sense; their power of remling character;
and the sifeguartl which their presence ..tf.-rs against gross
trand or f..ily on the part of the chief officials. ..r of a managing
din-i'tnr.

This px'^sive uprightness is an iiii{)ortant asset: but it diH's
lint aiw.us compensjite for the in.lolence and blindn.'.ss of
dirt'cti.iv, who are accomplices in wrong-doing in this sen.se that
they receive their fees, ari<l yet plead ignorance of matters which
^isea^e of their duty should have cau.sed them t<. investigate.
The Lnv courts of England, m spite of great recent improve-
iiients, appear still to treat this form of wnmg-doing too
indiilcrrntly.

Ihi.re IS one direction in which the extension of its opera-
.• •

„t-^w i-uinp;iny, ur Dy a dejjiinment ot municipal
iduunistnition, is a source of danger that may be overlooked

:
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U, viii, 5. it is that routine work by departments of a large business mav

expand at the expense of small businesses with greater elasticity

and power oforigination. The growth ofa sense of moral responsi-

bility among the chief technical employees of large concerns

may be a partial remedy for this danger : but they cannot aiwap

approach a proposal for enlarging an existing depiirtniont, or

starting a new one, without some bias.

That bias shows itself in the tendency of some joint stock

companies and municipalities to make things, which it would

perhaps have been better for themselves and for others that

they should have bought. The temptations in this direction

are strong. If the officials can get a free hand in the matter

they enter into the new branch of production with a iargt

capital at their backs. They have no difficulty in absorbinj

most of the best knowledge that is floating about on tht

subject. The new department is equipped with the most

recent appliances ; with the most effective, economical, and

labour saving machines. It goes along bravely, wind and

stream being with it. It can show a saving on the prices at which

the company used to buy the goods now made by it, even after

allowing good salaries for those concerned in it. Perhaps some

managers with special knowledge of its work will be imported

but many of those engaged in it will be drafted in from other

departments, at somewhat increased salaries for themselves,

and at the same time making vacancies in their own depm-

ments which are filled by juniors. There is a move upwards

and an increase of sjilaries all along the line, and everyont' is

pleased. So the movement grows ; while a true bahuice of it-

advantages and disadvantages is perhaps never made i ut.

The difficulties arising from the multifarious enterprises "I

railway and other large companies are sometimes jurtialiy

overcome by telling off a committee of the direetors to be

specially responsible for the department; and giving thematVer

hand in all changes that do not vitally affect the g(;nenil. ami

«^siK^cially the financial, position of the company: and jierhap*

some of the higher offieial.s may be able to render valtmbK' aid

These are palliatives; but, even with them, divided respon^i-

hdity increases the temptations to laxity which are inherent in

joint stock company management. If the ablest directors are

f I
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attracted to the subsidiary committee, it may do well : but II, vin, 6.

they might render l>etter service in regard to ',he main

work of the company: for, if they do not do their best in

that, the best will not be done: and the work of lateral

extensions, such as rolling mills and shops for the erection

of locomotives, would presumably be done at least as well

by finns that attempted nothing else. It is possible that

Bntish locomotives might have nearly the same commanding
position in the world as is possessed by her ships and marine

engines, if British railway companies adhered more closely

to the general practice of British shipowners in buying their

ships'.

(5. The mechanical methods of administratum, which
are inevitable in a joint stock company, are often mitigated

hy the professional emulation and t/ie esprit de corps of its

officialn. Good and evil of the progressive supersession of
primte businesses hyjoint stock companies^

The wholesale transference of authority ar.d responsibility

from the owners of each '^usineas to sjvlaried managers and
officials would have been ii. ^ jssible had there not been a great

improvement in the morality and u])ri"-htness of the average

man: for even as late as the seventeenth and eighteenth

' We are told :—"Railway mauufacturing establishments lack the incentive
of competition, the output of tlie works beioK dt'si^ned for service on the system
of the onniuK company. Tlie works trade in a closed and fully protected
uiarket, and are therefore not in any real sense comniercial enterprises. Tlie
rt-jult ia evident to those who have had the opportunity of inspecting these
works, and of comparing their organization and equipment with those of the
crtat jomt stock companies of l.><omotive and rolling stock manufacturers. In
lilt case of new shops the equipment is perhaps equal to that to lie found in
the shops of the private manufacturer, but there is a tendency, partly owing to
the absence nf competition, but also arising from the fact that the railway manu-
facturiii- establishments are not mn as separate enterprises, but are merged in
tbt general railway undertaking, to allow the equipment to fall behind current
practice, and to be, to an extent unsusjiected by those responsible to the stock-
holiers of the company, quite unrepresentative of modern methods of manu-
fMture. The plant does the work required, and that would often appear to
be the sole criterion of efficiency ; there is no one whose business it is to count
thij cust.' (Financial Supplement to Thf Time^, '23 August, 1911.)

A c.nsiderablepart of this Section is reproduced from " The old generation
I'f economists and the new " in the Quartt'rb' Jnurn.-:! ai y,-r.:;r.-n;i,-~ for
January, 1897.
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II, VIII, (5. centuries we find the great trading companies breaking ion

largely in consequence of the corruption and selfishness of their

officials. But men, who are abo^e such gross iniquity, as was

conmion then relatively to the few opportunities for it, are j,i

likely to succumb to subtler temptations ; and especially to tk

temptation to consult their own ease by jogging along quiitiy

in iiccustomed routes, and avoiding the trouble and worn o:

new initiative.

The owner of a business, when contemplating any change, u

led by his own interest to weigh the whole gain that it wuuic

probably bring to the business, against the whole loss. But tht

private interest of the salaried manager, or official, often drawj

him in another direction : the path of least resistiince, ..:

greatest comfort and least risk to himself, is generally .oat ^:

not striving very energetically for improvement ; and of finding

plausible excuses for not trying an improvement suggested h

others, until its success is established beyond question.

Again the single owner, responsible to no one, may mublf

little about mechanical checks on the honesty of his eiujilovtrs

for he may trust to his reading of human character, and L-

power of detecting unfaithfulness by sharp verbal inquL'i-i

But the officials of a joint stock company, being thtin-^l.e

trustees for others, can seldom take such risks: and xhvy hav-

little chance of taking them sifely. Their account^int s work t

:

every <lepartment n»ust be full and precise: and so arnin:-c

as to be Tiart of a svstem of elaborate checks and counttTcht-.x-

Such a svstem is necessiirily w;isteful of efiort. and hictiU ;

elasticity : and here lies a chief dis;idvantagc umiir «h;:i

a joint stuck oiiipany lies in comjietition with a private t:r_

But tills disulvantiige does not incretvse materially v,\-:. ^

exteiisitm of the scope of the company's business. A iiu-chaLj-i

system of checks and counterchecks, when onc< iii-r-J.;>:

adapts itself almost automatically to enlargements: it vi (••;>

becomt's more complex, but on the whole its cost is nvl li^-[

U) grow faster than the size of the business.

In so far as a system of checks represses ehisticity as:

initiative, it is an injury to thf community as well :v- t- ::•

company : and though this injurj- to the company niay d : >

intensified by an increitsc m the scale of its uj«.nini..ii.- ?-
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iittle injury to the community arises from every addition to the II, tiii, 6.

number of officials whose character is affected by it. Moreover

vis inertiae opposes the removal of any check to which people

are accustomed, even though it is no longer of much use. For

those who remove it will get little thanks for their piins, if

their judgment turns out tf> be right ; and they run tht; risk

of great blame, should perverse chance bring a flagrant misdeed,

thiit might have been arrested by the cht-ck which they have

reraovt'd.

If this were the whole of the case, then every new advantage,

that m<xJern changes confer on large businesses in their contests

with .small, would be a source of danger to sf)cial progres.s. For

the economies of the large business as against the small are

mostly a matter of private concern and bear little further fruit

:

but the improvement of methods spreads from its first home

all over the country, all over the world ; and the private gain,

which results from it to the inventor, is seldom a hundredth

[lart—sometimes not a millionth jjart—of the s<x;ial gain. A
tendency to ossification of the social organism might theref(jri,'

be feared as the result of bureaucratic habits of shirking trouble-

some initiative, the main benefits of which would accrue to tho.se

who had not borne the burden.

From this tendency the world is in some measure Siived by

the influence of motives other than the desire for pecuniary

gain. To bt gin with, the increase in the size of industries is

often accompanied by the substitution of scientific methods for

'Mipirical : while a .sound basis (jf .scientific technique is largely

provided by laboratory work, to which an ever increasing

!!!iml)tr I if eliustic and enteqirising minds are rising from

iiiion^ the people ; being stinmlated a little by the hi)})e of

^'ain, and much by intellectual ambition, and the sympathy
"t other students of science. And, in addition tu this ifi'ntTal

iitrgiziiiL,' ti>rci-,a s{)eeial fore*' .souh what similar r>> it is n,niing

mtii play tu preserve from stagnation the nmre fxelusivily

limrtjial >i<K- of busine.ss management. For business rxpi-rts

:iri' gettmg iimre and more into the habit of writing; and n iiding

^l»fi'ialist journals, of holding congre.-<.ses. and in i>thiT ways
'iiinng uiKJi-r tht- judgment of njn- j-.n-ther ; ami thus the fhank-

i'x'^UiBh.ut attemptmgan unprovemeiit which may after ail turn
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n, VIII, 6. ouL baiily, and to which a nian'a official superiors and the public

at large may bo indifferent, assumes a new shape ; since it is

likely to be judged by a critical and appreciative audience, whd

know the technicjvl difficulties of the problem. The muM

important improvements often remain for years just short t

yielding financial profit : but such an audience applauds thr

clever and bold endeavour even though its financial fruit :>

not ri}K» ; even though tlie interest of a manufacturer in chur^-.

of his own business might not impel him to use it. Thus th^

miHlem intercourse of expert officials with one another i>

bringing into tie business world some })art of that gri;.;

progressive force, which purt! science has long derived tMi:i

the approbation awarded to successful research by audienctv

fit though few. Such approbation is a reward ; and like evt-n

other reward, present or deferred, it appeals to element;* of our

nature that are not the very highest of all : but, partly for that

reason, it may be trusted to ,ict steadfastly. It is not onlv

a reward : it is also a sympathy ; and symjmthy is the one si lid

and strong fv^re .' which hivs in it nothing sordid, and pemitatn

the whole of human nr.ture.

This is more important with regard to joint stock ccmpinirs

than to private businesses. For, when once the ownership i!

a business has left the hands of an individual, who might attach

his chief employees to him by bonds of personal frii ndshu

.

when once faithfulness to the business has ceased to be entorctii

by the warm instincts of loyalty, and has been left to the ci>ldcr

support of impersonal duty; from that time forward the mora.

coherence and strength of the business depend largely im tiit

growth of an esprit de corps, of a spirit of loyalty to thi businrv-

itself. As time goes on, and the name of the business becouir?

hallowed by tniditions of good achievements in the j^>;i#t. t:;r

best of its employees find a pleasure and a pride in it> succrs.-

and glory, .is they do in that of their country: they li>ve ii iv

a student lovt < his University, as a soldier loves his RegiiijfD;.

less heartily perhaps, but yet sincerely. And indeed in laaii}

a great joint-stock comj)aiiy there arise from time lo vau-

managers, who evoke among their subordinates a high r- c-<K

for themselves ; and through themselves for the company tnc

when they piiss away, an increased tradition of loyaii} U' if«
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company remains. In this niiitter also the great long-lived u, vm, 6.

company may stand at no disadvantage relatively to a new

company, which has more of the vigour of y<mng blood, but is

held together by little beyond a ri»ere Ciish nexus.

This loyalty is being fostered by n multitude of niovenionts,

lit'signed U) give the employees a direct interest in the pros-

utrity of the business for which they work : while others aim

;it developing their intelligence and ability in ways, some of

which are likely to promote their efficiency as employees ; and

some, which are desired only as contributing to their higher

well-being, are among the best fruits of the larger sense of social

duty which is characteristic of the present age.

America appeared rather late in this field, but she is

already a chief leader in it : in particular she has made it clear

that when a business tfikes the fonn of a joint stock company,

it does not thereby lose the freedom to make large expenditure

for improving the condition of its employees. This seems t<) be

due partly to a certain generosity of spirit, which has always

accompmied the keen pursuit of wealth by her people
;
partly to

the clearness with which her employers recognize the economy

of attracting those workers who will get the greatest amount

uf good work out of the expensive plant which is committed

to their charge. They not merely pay high wages, but often

also offer oppi)rtunities tor high grade social gratifications;

^specially if the work to be done calls for the finer industrial

qualities; rather than for that heavy manual work, which

America»is prefer to leave to immigrants. Lastly something

may be allowed here for the autocratic, or at all events oli-

garchic, constitution of American companies. As a rule the

Prtsiil.iit may, and indeed must, exerci.se an authority such as

i> ran- in British compmies, though not very rare in .some of

the inon' ambitious of the German: and a full control at

meetings of shareholders is generally exercised by a few wealthy

ind able business men, who do ni>t grasp crudely at small

savings, hilt support a far-seeing policy.

\\ e may ciini-liide provisionally that recent developments call

nniy for some mitigation, not for a reversal, of the judgment of

English business men that the conversion of a private business

iiii<i it ynni slock compjiny, though occasionally inevitable and
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H, Tin, 6. very frequently convenient to those immediately concerned

sometimes acts adversely to national prosperity and induHtnal

leadership'.

• Tke Stati$t (14 Jan. 1905) gave strong expreggion to thin opinion: "Tlf
general rule is that the private owner is more diligent, more assi'luous in atui
tion to business, more intimately acquainted with all its details, and better trainri

for the position he fills, than are the directors of a joint stock compary, Thn
are paid exceedingly badly. Very often a man with a large business of hi» own
quite sufflcicni, to occupy all his thoughts and all his time, is invitiMl to uk.
part in the management of another large busineas, and is offered b few hiindrMii

a year as remuneration. Is it seriously expected that such a man will give thf

same attention to the buainess of the company that he gives to his own private

affairs? Everybody knows that he will not.. ..The successful private firm i,

eager to have the best advice in every department, and therefore its manasers
and its secretaries are exceedingly able men, and usually have the full conlideDM
of the employers. But, for all that, the partners are very careful to know HI

the facts themselves and to watch constantly over the course of business.. ..Coc

sequently, when great firms transfer their businesses to companies, as they have

been doing for many years past on a very considerable scale, they are ukinn i

step which, from the necessity of the case, renders it certain that the manw
ment will be less competent in the future."



CHAPTER IX

BUSINESS ORGANIZATION : ITS FINANCIAL BASIS

1. Functions 0/ the promoter in relation to joint stoek 11, «, 1.

cmnpanies.

The function of the promoter is to organize industrial

cooperation on purely business lines. This cooperation is not

of so fine a quality as that, to which the name " cooperation
"

is technically applied: for it does not assume a conscious working

by each for the good of all, and a readiness to sacrifice, wh<jn

occasion calls, something of private gain in pursuit of a common
end, and the working out of a common ideal. But the two forms

of cooperation are often divided only by thin partitions.

For mstance, a better organization of some branches of dairy

farming might greatly increase the net gains of the producer,

without involving any injury to the consumer. Cooperation

in the technical sense is effecting this in many districts of

Europe and in Ireland, though England herself still lags behind.

The work might have been done more quickly, if the conditions

if dairying had been such as to invite the services of the able

i)iisines.s promoter and organizer. But he is seldom able to get

a hold of those industries which are chiefly in the hands of

*mali capitalists : they remain undeveloped largely because his

holp is not forthcoming, and they have not leaders of their own
ivady for the work.

There are nearly always some businesses with a greater

luture before them than is generally known : an able ])romoter

iiwy perceive their capabilities, procure the capital they need,

bring ihem into unison, and push them on their way to success

tastiT than they could otherwise have gone. Again, ho may
tind a district, the agricultural or mineral riches of which have
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II, II, 1. lain undeveloped, because the people in possession aro neither

wealthy nor enterprising: the company which he prorn(it«

may bring them a railway, and develop the latent resources In

modem methods. Here again the promoter creates a positinn

which is an addition to national wealth : he benefits all lun-

cerned, while reaping a good harvest himself.

The services of the promoter are easier, but also less mccs-

sary in relation to those industries, which are in thi- h.inds (f

men accustomed to deal with large capitals, and faiiiiliiir with

the modem methods of production and marketing. In siioh

industries indeed the owners of the various properties coiicinitii

sometimes arninge a fusion without external aid. But dtttn

the initiative in starting a new comjjiiny, or in fusing existme

businesses to form a single great concern, comes from a pn-

fessional organizer.

He makes it his business to study ways in which new invin-

tions, new methods of production, new developments of demand

or new facilities for transport, offer opportunities for protitabit;

alliances between industries that have had little in common i-

yet. He watches the wastes of competition between rivals: and

being detached from the details, he is generally able to tiikt a

brofider view of fundamentals, and to discover their tni.

relations and proportions better, than those whose energies :in

chiefly occupied with practical work in their several lines.

If he decides to aim at a fusion of existing businesses, hi

endeavours to obtain from each of them, in retum for a siuiili

price paid down, " an option," or right to demand the sale •!

that business to him within a given peri(xl ; and ou specitiiil

tenns, which commonly include the delivery of both iiKineyand

securities of the new company. He njc'ions the e.xtra mum
required for bringing up to date any plant which is behind-

hand, and capable of improvement : also structural changes, etc.

Unless provided with exceptional resources, he then ujipniachcs

some financiers. A casi having been made out for the cun-

elusion that the company can earn good dividends on a certain

capital, the financiers are iisked to underwrite a cerlun pan

of the securities on that basis. That is to say, they are asiifi

til jiromise to buy right out .a cnnsiderable j«.rt of the HMunttei

oi ihe new company at a price perhaps twenty per cent, liwrr
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th*D that of issue to the public ; thus securing the promoter his ii, n, i.

oecesMary supply of cash. If the comparison of these two sets

of options, the one to demand the sale of properties, the other

to demand the purchase of new securities, shows a sufficient

margin to himself in cash and new securities combined, hf

launches his project. The highest demands on his diplomatic

finesse are in his interviews with those whose properties he

desires to purchase. But his chief exj)enditure generally gm'S

to preparing the public to accept a high valuation of the new

company. There are few who do more to increase the efficiency

of labour in creating material wealth than an able and up-

right company promoter: he forecasts coming developments,

and he aids the public to invest their resources in those

fields of industry which will yield the best harvest in coming

years.

In strong contrast with him is the promoter, whose ventures

are commonly chosen ; because he thinks he can induce others to

believe they have a good chance of success, though he himself

suspects they have none ; and who is careful to clear out from

them before they collapse. Speaking generally however the

course of progress is hostile to the fraudulent promoter. The
ground-plans of most of his devices are one or two centuries

old: perhaps he may, with consummate skill, deck them out

in a new garb, and <idd new details ; but the detective forces

oforgiinized knowledge in the public press and elsewhere grow

cumulatively, and the new elements in his guiles are less in

each ^'eneration than in the preceding.

During the last few years, however, there has been a great

increase of promotions, the leading feature of which has bei'n

the assertion that great economies are to be attaint-d, in

marketing as well as in production, by very large busine.sses

;

especially where they can practically monopolize ii considerable

market. This assertion contains much truth : but in many
cases it ia an overstatement prompted by a strong bias. In
America and some other countries, vast gains have often accrued
to promoters who have succeeded in inducing the public to

accept a high estimate of the economies to be obtained by the
fusion of competitive businesses. For instance, it tn.iy .appear

that when several businesses of which the aggregate capitjil
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II. u. I. \i\\\w is, Kiiy, twenty iiiillidn dollara, have bffn ainivlj^iinwtei

intt» DfU', itH nut oaminff jiowit will b«> ho much jfTfatcr that

the aKj?n')j!tto of thoirM, that its capital valuf may fairly W

t'Htimatt'd at, say, thirty iiiillionH. In this, which is trnt an

t'xtrt'nif ciwto, a fow months' work will have put into thf h;inl<

of the proniottT, and thoso who work with him, a j?ro,s.s sum '

ti-n million dollars: and, in spito of jjrcat incidental fxiMiisrt ir.

.s<t'urin)f options, advertising, etc., more than half may bi- nn

gain. Such rich rewanl.s have never been reached *> iiuick;;.

a-s those whii'h have fallen to some dozen or score of jiMiimtrr?

of the tirst nmk in Ameru-a'.

These gains aj)peal to the common clesire for wialth iv j

means of mere physical t'lijoyment ; and they apjK'al, in .*imr

Civses, oven more strongly to the higher and more intense df.-irr

for success in great strategical enterprises. They tiusinatr

upright men. who have earned a good reputation by a lin;

career of -solid work. And they givi> unprecedented stujif : r

the use of all those subtle devices for misleading th.' puK:'

which have been developed by successive generations of ^stu>

knaves. Meanwhile the contrivances of the law for the di'tVncr

of the public against them plmi with heavy steps 8.iinf wv,

in the rear: but on the whole gaining ground relatively to '.r.-

wayward progress of the evil-doers.

' See Meade. T'-unt Finance, p. 196.

Mr Fliut, an experienced promoter, stated that in l'.»0»>. a yt»r f b..-

inrtatioii, forty-seven of the chief iuduHtrial atiialK'aniationa paid .iii avtr>.-
'

l.'?() per cent, on the market value of all their seciiritiea, inclu-lin,: cocr- :

stock; and 7-44 [mt cent, -m their nominal value: whereaf the rK-irr!- 'or
3'

of the chief railroadn were t rt5, on both market and nominal ^a.uf: iSi >

inferred that the induBtrials could not lie overcapitaliziJ iSfrtfi .i-v ;•

Unieu; M iv. IKOl, pp. fltlT, tlTl).

But this inference was invalid. The return to investment in riunr.i.

>ocurities was lii^h because many industrials hai entirely disaj ("iir- .

~-

the list, so lliut their Ciipilali/.iition waH not reik^mtd in to swtli ihr '..'.a.

while the iuve>tor warned liy tluir fate demanded a high premium fir .r.-=nD •

asjainst the risks which may yet nwiiit the survivors. What th. rit'jr'-- r?».?

]ic>v.-, is that the market so distrusted the capitalization of th--. «-~sr.-_rf

;i> Im refuse to rai>e their total price mu-.h above half of their n, :;.:::»• "-

even in lltOO. when tempted by the hit-h imiiie.iiate return I'f I >
'
>' '-

•n investment. He remarked sipnitieantly that " it is not lUi ea-y :;.!!X
'

tind a man of sullicient ability and rtnaneiai responsibility to taAr .[ » -t'

pr^uutiuu, and that • there has t.i be a liiK'h inducement ifltreJ Ik<'%'.^

invGivrs a risk and a very hiKh c;a.-.= of •K-ork." i:cp.:r: ;/ /..•,:':j,-:-.- -- -" -

nil, p. Vi.

> 1
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DirFKMTLTIES OF VALUATION OF A COMPANY'S A8.SKTH :j:w

When a fii«i<m in ov»T-ca|)iUiliz«'<l tho proniotcrM ari'l their n, n, j,

friemlx piin, at ihe exptriMo of an itiniatt- Iohh which falls on

thf invi stocs : but this* tmnHfenrifn c>f wealth from one set of

i)fopl<- t
> another iH mainly a matter of jirivate concern. Ami

invuMtfirs are learning as they ^o : m ho far m th' hojM- held

(lUt by the promoter of recent amalgamations are nniluly high,

iind are falsified by experi«'nce in coming years, the tank of hi«

succt'Hwirx will Ik- more ditticiilt.

2. Same diffictdtie.*^ connected with tlu- vahuUion of a

compnny, and e^fXcitOhj an I'lnaUjamntion nf several cum-

pnnifM. Opportunities /or, luid temptations to, excejudve

ralualion.

;t
'

;: II

If all the nominal capital (jf a company represented actual

outlay, an approxiiimtt eMtimat<! of the cost of creating a busi-

ness might often be foiaied on that biisin. But, as has been

sttn, much of the nominal capital is often " water": that is, it

is isffiicd without any tu;tual payment of a corresponding sum

ut money. E%eii if it were pos.sible to ascertain to what extent

this has been dotu , the result would not necessarily be .. go<j<l

guide. For instance, a railway in a desertf-*! mining district

i.'* almost valueless; and, if its nominal cajjital represents its

ctripnal cost, neiirly the whole of it will be really, though not

technically, water: and the sjime is true of buildings or plant

which are (jbsolete, or otherwise no longer well suited for their

work. On the other hand, a concern may have bought cheaply

a j^rtat (leal of land, which has unsusfjected supplies of rich ore :

it." n(jminal capital may in consequence have been increased

tivi-foM.by the i.-sue of additional stock to the original inve.stors:

aud tliMs foiir-Hfths of it may technically be water, and yet not

be in excels of the true value of the biisines-s.

Therefore in estimating the value of a property which he

jirupuscs to buy for himself, a resi-sonabie man .selilom pays

his chief attention to its cost. He forms the best opinion he can

"t its ]irobable net earning power in future years: ht- liiscounts

ta'h ittin with reterence to the tnue that he would ha%e to

wait for it. Acci>unt being taken of the chaiuc that it may turn

out either less or greater than he expected, the aggregate ..i
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II, II, a. these itonw truly reckoned, i.t. the "capitalized ftitim- net earn-

ingH" of the pr<)|K'rty, is the tnu> vahu- for which he i^ in »t>arcti

EHtiinatc« of the futiin- eAmitifTs (»f a buHineMt iniwt imM
be bawd largely on a knowledge of the jwwt. The protiidWr u

sure to take a hoiteful view in every doubtful caw: luid b*

does not always assist the investor to get at all the facts. Fut

instance, most promotions of new companies, and reorgani7»tU)ns

of old companies, are made in the years just before an inHation

of credit and prices reaches its bursting p)int. Those years shut

exceptionally high profits on nearly all manufacturing opt'n.

tions ; and investors discount this fact to some extent, thoiijijti

seldom sufficiently. Part of the apparent profit is ('(unnionlj

due to the fact that stocks in tmde, that were on hand at the

end of each of these prDSfHirous years, were entertKl in the

accounts at higher prices than similar st(x^ks had been ciitfrtil

twelve months before. Few investors allow for such intluencw

and indeed the necessary facts are seldom before them.

Again, if a business has been losing ground, a promoter whn

is reorganizing it, is apt to bast! his estimates of its .success "n

the average of many years, and to ignore the fact that its receffl

net inccmie has been small. In the opposite case, he will sonip-

times bise himstUf chiefly on the j)rofit8 of the last few years

an<l give hopes of continued increase : but in fact those int*-

rested in the sale of the business may have contrived to defw

some exj)enses which pro[>erly belong to those years ; and, in

particular, they may have let the plant nm without !ule<juate

renewals or even repairs, till it is nearly valueless. They havt-

even been known to pay out of their own pockets soini' nf ib

legitimate expenses ; trusting to get back five thousand pmnd*

from the investor for every thousand that they have gifuii t'

the business.

The shipping trade atfonis a good instance. There is, even

in peace time, about one year in ten, in which the net earnings

of a .ship about equal its totjil cost; but, for every such

year, there are several in which a great many ships earn hr

less than their costs of working. If therefore a promoter selwt.-

for his ba.sis a prosperous year, and one in which very .'*iiial.

eharge.s have btx-n madv to income on account nf .'li'pri'e'.-.t'.oD.i'

capitalization at two or three years' purchase may be excessive.
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In thow' cMvm the excemivc cnpitalizHtion is bamnl on an li, u, a.

overcfitimat*' of renoiircoH. But pt-rhiip an tHjually common
cause ol oxci'HJi in to b«> found in the tuwiiinption thut a bn«inc«H

which ha« been crt'«tt<d by a man of »'xrej)tioniil oiyunizing or

inventive geniuH, or by one who han a great (iiculty for antici-

iwting coming movements of tast*' or fashion, will retain itH

vijfour after a reorganization. This aasuinption is not likely to

be jii.stified, if meanwhile he Iohoh eff'Ttive contml, even though

n'laining some nominal connection with it.

The natural bia« of a pmmoter tf) put a high value in his

[iri(sjMctus on the good-will of a constituent com[)any of his pro-

l*m'i\ amalgamation, is very great in the case of a moribund

nmcem, which he has included only because it might weaken his

.strategical jKwition if it were left, outside, and open to purchase

hy a jHJwerfid capitalist : and several promoters, wheti giving

testimony b«»fore the American Industrial Commission, made
no^'cret of their having been forced to buy such bu-sinesses.

But in the most notable amalgamations the promoter ha.s

(iccupied himself chiefly with vigorous concerns. He ha« then

maintained that they were capable of iming fair dividends on a

iiominHl capital larger than their present, even if still subject

til the wjistes of separate administration and mutual compe-
tition: and that, if working together under able management,
they would yield a large additional .sur])lus. Acconlingly he

has asked the public to subscribe for " preferred " stixik equal in

amount to the whole nominal caj>ital of the separate concerns,

and hxs iH.sued also "common" stock to an equal nominal
amount. In a few cases the public have been e.Kplicitly told

that in buying the common stock they were getting nothing
but the right to a share in the chance of additional economy
and ertiriency which the amalgamation would bring. Its owner-
ship ot rourse gives a share in the control of the comjMiny : but, a.s

that is of leas use to the public than to financiers, the common
*t<irk hius often been retained largely in their hands. In such
'Mses a.s these, the nxtvement towards amalgamation is pushed
torward by the ho|)e of gains which the promoter and his

triends may reap after the conversion, in addition to tho.se rising

ur!H'..y :;!!• !>t it. Ah Hicrciist of noitiin.-i! cijiii.-i! is susiiuliiiR's

favoured by investors, because they think that a high rate of
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II, IX, 2. profits on a nominally small capital may attract new compt'tition

and invite jM>pular jealousy and hostile legislation. But, when

carried far, it is apt to injure the credit of the comjiiinj in

the long run : for in a time of depression the stock may tali

far below jMir.

In the case of railways, and other partial monf>polit's, stock

watering must be jealously watched ; because it may bo, and in

fact has been, used to show that concessions demanded from tht

company in the public interest would depress its divi-iend*

below a reasonable return on ite cjipital : it is not always easy

to prove that the capital is watered, and therefore hiis no

right to a large dividend'. It may be admitted that every suck

company charges as a rule the price that will gain it thi' k-st

net return, whatever its nominal capital may be ; and there i.>

no g(Mxl ground for the common belief that watering capital

civuses prices generally to be much higher than they ethtrwi*

would be. But there are many cases in which it screens a harsh

use of monopoly power; and, as President Hadley siiys, "If tht

directors so arrange their books as t(j make it appear that lunney

has been invested, which actually has never pa.sst<l through

their hands, they are under a great temjjtation to make lal*

reports concerning other parts of their business'''."

Finally, a few minor cau.ses may hv briefly noted which tid

to promote amalgamation. A local concern must often bormw

at a high rate of interest: if it is amalgamated with nwuv

others, the securities of the whole find a market on the ftiat

Stock E.xchunges, and it can borrow more easily. Ami iniii-HJ

it is a universal rule that a bond which is part of a small issuf

always has a rather lower price than one of exactly the .sunt

rank which belongs to a large issue : because if the nwntr

should want to si-11, a buyer will more promptly be founil k

the large issue than the small. Again, the launch and thi

subsequent history of a vast company, like those of an extc|'-

tioually largi' ship, are treated by the newsfwpers as ef gentrai

' Sit! below, p. .I.SO and A)>|<endix M. ').

''
Till' Ktlucatwn uj the .Imoicun Cittzen, p. 4 Oernian law jirohibiie if

walorinn (if htocks directly ; it is iiu'flective aKaitiHi tlif purclmse itt a liii;h pntt

of ti l.iisincHh UH a Koiiin conct'iii, iimi is largely evaded; hut yet lt^ inl'.iicsi''

hao been sliown in tlie liigh average pricea of, and dividends on. Ottrta-

induKtriul socuiities.
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interest
:

.nd the gratuitous advirtis(>iiiciit thus afforded is often II. ix, ;t.

an lusset <>f considLTablf vjjiie. Again, though publicity gene-
rally helps honest deali' and puts diHiculties in the way of

some crude forms of dishoi. -.ty, it is sometimes used to further
the ends of iustute and powerful finiineiers : for it broadens the
Stock Exchange transactions, in which there is a harvest to be
reaped by those who know in advance whether the next informa-
tion that is imparted to the public will tend to raise or to lower
jiriccs.

Again it often happens that those who control a company
want to shake the public out, and ac(juire a yet gri'ater control
"f it. The) then charge expensive improvements to income
iiccount; and prepare a balance sheet, which will show that
little or no dividend can be paid : and meanwhile they make
large sales of the stock by conceale<l routes. When the price of
the stock has thus been lowered, they .piietly buy all that they
have .sold, and a great deal more. In the next few years it may
prohahly ap|x-ar that the charges, which had to 'be made Lo
incoiiie ,iccoinit in onler to keep the plant up to date, are not
very heavy. The greater the attention the public pays to the
iffairs (if the company, the tuore skill is refpiired for such
iiiiinieiivres: but al.<*o the larger is the volume of amateur and
im'tessicnal speculati.m, on which toll can Ix- levied by th(*se
vho can control events, and rumours (jf events, which'control
>>totk Kxcliaiige prices'.

t. The part played fc// hankn ami otherJiitaadal agetteles
"I the adapfatiott of hulimtrif ami trade to the eidarfjed
./iiKiiiriul nym'reuietdn of the modern age. British haiiU

Wr havr ,s,.eii how in the joint stock era, the population at
arp.. h.itids over an ever increasing part of its spare re.suurc.s
:<' t" ,.,iip|,.yrd in busine.ss, without calling m the servics uf
'"> "H' nnediary. Hut latterly "banks" (in the bro.-i.l „s.. „f
•"• fnu 1,1 Which it includes m.my clas.sos of financial houses
" '•'nniriy, and lu ,-i L.s.s drgre.^ in some othn- («Minlries, h.i\o
•ak.ii ;i lart,',. part, in underwriting .md otherwise (in.incin.-

Much Mi^'K.stivt- informution on the abovu a.i^l alliiM sub ..ets is Kivei. lu
njt.-,M,r M,,a<l,.,< Crpuration Finnn,;:
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11, IX, 3. j^civt biisiiifs.sos, iilinost exclusively in joint .stock form
: ml

from that they have j)r«K-c(!dt<l to cxi-rcise ii strong coiitml m,

th<> general coiii-se of hiiHines-s in various ways, and esjM'iirtlly h\

nominating their own representatives on the boanis of dincti.r

of le.idiiig industrial ami trading companies: a matter wlm!

will call for much attention in the next Bot)k.

Many recent changes have contributed to incrciM th.

financial »'lement in the directomte and manageniriii :

industrial concerns; and, in not a few cases, to releg.itr tlii~

whose facidty is cuiistructive r.ither than comineiiiiil, •

subordinate jxisitious. Not only trade secrets, but even tram.

'

industrial instincts, often count for less than they wv<\ to v.

comparison with coiiunand over capital, .and skill in iniyiii.-

and selling. 'I'his woidil be inevitable even if Joint -t-v

coiuiKinv finance did not otVer a field for great aehi.wiii. ir-

bv relatively small efforts ot able and wealthy capilali-'v

Thus the movement towards the consolidation of nuin-!"

under high financial control is strong in many countrn-. It «'.

siittiee to consider three; Uritain. where the iiiomuhi!! -

opposed by tradition and perhaps by n.itioual eliar.i.li i an:

where it is not vi <\ prominent; (iermaiiy, when iis cl,\i Ir;

ment is perhaps most typical and unif>>ni,; and thi' I'liit'^

States, where the movi'tuent has been irregidar, but li:i> .'-ii

verv tJir in seveial great ilepartments i>\' industry.

The ,'-(cottish baiikiii;,' systiin a century .ig" v\a^ •\\fi<t>v

from, and in many respects superior t.i tli. Knuli-ii >v-i'::

generally; though it was under greater ubJe^'atiMii-^ thi;
'

seemed to recogiii/e to the Hank of Kiigland. in rei^'anli"^'

luaintriiaTier of foreign i \changes : but f-ir the pivsini |iur}«"

till' Scottish b.anks may br ,i.ssnciati'<l with the Kngi.sii. I'nr -r

banking problem^ are often discussed mainly in e.iun. ti..iiui'

tin- currency: the |inseiit ref rence to tlu'in is ei,n<in!i.it..i :

,1 single [Miint; and it ignons many m;itt<i-s whi'ti « . ;

-

vita^ in a broad stud\ '.

rill iialUf •|,oIiil)iii.l StK-i't iiiiliciUiHtlmt i:i'!.'liin(l i'u<'<l i.aicli ;•!..

),imk.'rs. Viiiici- sefiiis t.> Inivi' l.cl tlir wiij iii iii)M>Mt hiiiikiiit The liii:.>

Cit'iiuH luuy jvihiipB clftiiii to liiUf pion.-. i,-,l i.'iant tiimtii-ial np,-. iii m-
f

i :

(liviloimu'iit of tnidt

.
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As is well known, a rcprcsciiUtivi' British bsink makes its li, .x, i.

profits, lis 11 rule, chiefly by lending eoniniand over capital, most
ijf which has be.-n placed with it by its regular customei-M: it

piys them little or no interest on their capital : but it renders

thi'm gratuitously the gr 'at services of receiving pavnunts (iom,

and making jmyments to, all jiarts of the country. The ecin-

mand of c.-ipiu.! thus plawd with it coiistitutrs the basis ct

Its "deposits": but another great part of it consists of lucic

book entries, e.ach of which indicates that the bank has made a
loiiii (probably covered by the placing of some securities in the
ciist(wiy of the bank) to a customer; the jo.iti is not generally

taken out at once, but is piacetl to his credit id l)e drawn against.

Ev.ry che(jue drawn .igiiinst any of the bank's -deposits," of

whatever sort, must be inst.intly paid by the bank ; which must
ihiTctore have a good stock of cash in hand, or at call ; together
with a eunsiderabic holding of bills etc. which jiutoniatically

^'ive ,1 siK'edy enmmand over cash. It cannot satidy lock up any
lonsiilerable part >>f its resourc.'s in loans based, directly or in-

ilinrtly, on the standing securities of any single business, whet hir
;i jirivate tiriii or a company: unless indeed that eoiupaiiy be ,i

tirst-cia.ss railway or other concern of vast size and high ivpiue,
whose securities can be promptly marketed on tairlv good frnis
t(i almost any extent'.

The burden of supplying t.. any ordinary business, the mam
l'"<lyo! the eapital which it needs, otherwise than for temix.niry
UMMimM theivf.in- be h-ft in Kngland t.. the Stock Kxchange,
""I t' linancial agencies that are not und.'r obligation toi^iy
"II 'i'lnaiKJ ,|ie,,u.'s dniwn against them. The chief ,.f these
>i,Miiies are .iccepting houses" soiuetimes cilled " nierchaii!
i'^"ikr,v l.ee.iii.se some of them first est.ablishe.l their pisitioti

'-«-ulthv nieichants: together with sev.Tal oth.r eLi.^s. s ,,f

'I'-'i-is 111 eiv,!it,uliM still retain the nam,' of biil-bn,keix 'l"li,.

<»nrun ,,r e.;eii bill is of eoui's-,. short : under fiVHirable ,•,,„.

11,, ai.ov. rrm.uk. i„,liniU tl,ai a ^-irut part, u,y „lt..n tlic ^ivatn part.
>' .1IP...-.1I-. .., a bank arc in vttn-i statpm.-nti- ,.f loan^ iiiH.ir l,v its.lfT b.,.,1 „ I „, ,„^j^. ,,^.^j,^_,,. ^^^_^^^. ^^_^^j „,,^,.„f^,.,, „,^.^^, aepusit.sai.-uot

•' • '"k".,...! u,an unvuuny ol (i„. „an«„al vvialUi, .a add,t..-n to llR.va!u-uf
e mateoai ,.rnp.,rt,e« a>„l hu.uu... r.putat.nnH an.l cnne.tmns uu which th.-v«a ,u Mm.,. m..u,„r.. Im.c.i. but .vt a would not b.. o.i ,eot to tak« no accoun'l

"llliiiii 111 udi .11, iinviitorv.
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^M) HUSINESS ORCANI/ATIOX : ITS KISAN<I.VI, HASIS

il. IX. :t. (liticins, cnntiniK'tl cn'dif can be chtJiim^'l by a sorifs ..t

ami the rate "t intcicst chaiX'''! i*^ l"W, partly bocaiisr th'- l.-

can sjK>c(iily rccuvcr omiinancl of his capital in time nf |ii.

Hut. fur that ami ntli.T reasons, a jun^'-pcrin.l crc<lit wuuM

Ih- more .ser%iccable to the borrower.

A checpie l»vying bunk can seldom safely make a

advance on securities that aiv ni-t •••niiiiently marketablr

the term " liir^'e" is relative. The jreneral increase in tl

of the business unit, whether a private firm or a jouit

[•ompuiy, causes an incH'ase in the size of the advances t. r whu

it is likely to have a lejritimate occasion: and a bank, wind:

wishes to be activ.' in imiMntant affairs, and at the sanir tiin.

prudent, finds in this general ejqjansion of the business unit >

subsidiary impulse, i)rompting it to consider phms of amalgaiivi-

tion with other banks'.

This (juiet iH.licy has its drawba-ks : but it gives stulrilm

to a syst.in which is worked on a very slender basi> nt i^nln

reserve, and is liable to great foreign drains. And, wlmi w miwp

to .lur jtre.sent purp.se, it otii r.^ no iudueem.'iits t.. p.,w,rtf

.speculators to ca])ture those barks on who,>. solidity tli. oi(liii:i'\

business of the eountry dejx'uds : since the re.so;;.ves ,., such

bank could not be iise<l in financial campaign.s. It imiM 1-

admitted that the banks, while stable themselves, have s..iii.

times been rather niggardly in their holdings of the -..Id l.a>:-

of the credit on which tlu'ir che(iue .system rests; and that th
;,

have not always exercised an ade(]uate organized coutrnl .',•

speeulativ.- tendencies on the Stock E.xchange and el- wh.f

The burden laid on the Bank of England should perlia|i- '

share.! by them in a rather larger degree, lint -iich r,,i,>i.i.

tions bear only in-lirectly on tli.' cpiestion whether tiie jn. -!:

organix.it ion of I'.ritish banking suffices for all the it'
-,!-

1 The wdiiciiui-s. uliii'li a baiiU ol.tiiiiin by iin incmi^.' m tli.. nmuLvrt '•

liranchcs in .lilierfiit |.;Tts of tlic coiiiitiy, art- in some r.>|«i.'t- Miiuhir !" v.:
-

which il raihviiv d.riv.-^ In.in an in.'i...i^^.' in tlir nuinl«.r of p..- ;-. f "h.i
;

can rrc,-i%.- and .Idiv, . t;....,!^. Tin- tiaii-port of coniMi.iiuI ov.
.

i.r n.y .t^.. i

liv II bank involv.-x ii prodijiiou^ amount of rmitiiu- work. «li:-ii li...- i.''."

tnwttids Uif dfV.loi.nieMt of tiif liigliiT facultifs ; luui il do. s u;-. i-n4 .ii:>-.::.

:,s til.. o|..'n air work of railway nu-ii do.-s, to inipiovo liii! i.li\-ica! Mt'. '.r •,
..'

rac... I'ossihly the d.niiind for tlie nio.st nicthaiiical parts ..f it "i.'.v L^ -'

Mdcr.ibly ..lu'ckcd l.y tlic fiirtii. r d.-vcloi-ui. i.t o.' aiit.iii.uiic talniiatiiv, r.-.k.-u:-'

un.l [.viiitiuj.' macl.iui •
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'H

industry and trade: hit'oro cominjf to that [xiiiit, it will l.c well ii. u, i.

t:) li")k abroad.

4. RihilioiiK nfhaidx to itiiliixfri/ an ft frmle in iicrninnij

illi (I A uurira

The French hanks have soir ling m coni nion with th<

tmli (if the British. Tlicy do not in(ii'f<l ipy thflUSflVCS

lilllcll Wl th traiisti-rring paymi'iits from one man to anotht

.iiid ihr Crt'-dit Mohilit-r, t'oiindrd in IH'rl. was one of the chief

|M(>niTis of larj,'e industrial ventures, lint, witli a few excep-

tliey have avoidi'd extreme sj)eeiilative courst's: and thev

iMt stretched out thi'ir hands towards a concentrated

tloll'-

ilincti.iri or control of trade and marudiicture : 1

111 siiliie t

illdllstl

H'lng jjerhaps

xteiit warned ntf by that spirit of individualitv

liavi Doted as underlying,' re])resentative F'rendi

In (Jermany however large capitals and great industrial

iiitcrprises are of recent origin an(J have grown rapidlv : the

masterly finauci.il genius, ,ind faculty for as.sociated speculative

rtion of the Semitic r; IC(

Eur •1" th;i

count geiicni 11} for moic in the •ast

ill in the w(>st.

Sixty or seventy years ago (iernmny was not eipiipped with

iiiv "r'a iiized credit system : thi

th iir Will' k were ol)iiged, as I'rofessor Ries.ser tell

credit banks which then began

m the national ecu

s Us, ' to occupy

th.

iiraiiv at

nomy the place lic|<l by the maid of all-work

private liiiii.siliold,...and to take upon themselves all or

ks wliich in Kngland are apjxirtioncil as a rule.th I- task

;iiH|i'i a stri(

a^'fllrirs'.

t d ivision abour. among numerous financia

i
At

, 'i

V
I

5

i'i;il

ill

lli

' I'liis liiiotiitioii fioni |i. -220 of tin' trainldtio.n. is.'^iiwi liy the Anioricaii
NHti.in.ilM.iiirtarvCommission in I'.MI, nf l)r Hies.Kci's /)i<' tlmUrhfii <ir,>s.ih,iiik.-n

" '' ilr; Ko„:niir„iiiiii, U tilt startiiiK' point nf a loni; iiiiil w. it,'hty aiKument
tun; III. r.uii t tlicii |.y (Irrinany's iirfjaiiizatiuii ..f limikin^' was Urxl. an
:;ii'Miiil :, (nil-.' iiuni'i ,,f lur ooiiiliti.ii!.. ; uml. mcon.llv, .in tin- wiiolc sii|it'rior

: tn. 1;.i;hIi y.^tfni, ;ii,. claims ,if uliicli Imd lifiii ~ti-.m-ly inv>'ii ly tlic
^•' UM Wu,-,,.,- riTiilulti,'!.--. l)r Hi..s-.T ,.Tm« t.i U ini>t:ik. ii in hul.iui..' tliat
-;.-t,ii, r. -iH,i!-.i,l,. (|,|i. .-,.-,7 anil H|si f,„ tlu- L-ivat niiti.l,, r uf f.iiliires r.i'ordi-'

.
tii.. I,,,>,„v iii' liiili>li iiaiiKs. flu IV iiavc lueii iiiii,|KU;iliv. ly f.u liiiliai^ of

I'll i.liTiliir joint >tHk IjaiiksiT. Kn-lan.l; an.l lliusii U^\ wvi,' .iUt-.-.^t wulnmt
.I'm; 'HI can-.-i In tlunant vi.ilatMM- ..f l!i,- pniu-.,,|, s of tlie |)r, ,i nt .system.

-t;i

I 'il

ii !
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II, IX, I. A ihiff part ot' their work consistod in griuiting short-tenn

cri'dits, such us havf bfi'ii jfivi-n in one ti)nn or anothir t"

bHsinws im-n by almost overy .sort of bunk : but the cri'tlits h*!

to be renfWftI, and >,Ti"lii"lly wt'ro merj,'cd in lonj; tenn credit.

and the.sf in thi'ir ti . •; devi'lojH'd into the issiu- ..f share*

anil bonds. " By such an is-siir the coiuiection bi'twciii tht

b»inks...and indiistrial pnxluction is ilrawn so tight that th.v

are thereafter joined ' for better or woi-se.' Sooner or later thi«

connection finds further oxpres.sioii in the appointimnt "t

inendiers of the bank directorate to the 8n)>ervisory coiuriI .f

industrial enterprises....This practice is virtually cause.l by th.

necessity for the banks to maintain the iiiHuence, which th-y

have gained through the issue, and to retain such |K'nii:uient

control. ...Conversi'ly 'captains of indtistry' are appouittd ,i.

members of the supervisory councils of banks; when- ;is a nil'

they have unich less influence than the iei)resentativ.> .:

banks in the management of industrial companies'."

The CJerman great banks are, its a ride, remarkalily w,i:

managed. Hut they aiv also inclined to vi'iitur.s which h;n

something of American boldness: and some goiwl judgr> think

that thev are inclined to venture beyond their strength; es|M .lal!}

by carrying to excess the locking up of their capital in lo,in-

which cannot be called in under grave emergency. It is h..wrv.r

claimefl that their intimate association with large imlu.'^tnh

movements k-'cps them alert: that they earn a higher ni!'

of interest i«n their advances and can pay higher mrr.v

to their depisiturs than they otherwise could : ami that iht;.

can in some case:> undertake the dotation of rnw ~.v>in;!--

at lower charges than wouUl be re.piired by Em;li>h tin.ur .

houses-.

No doubt thire wir.' v,,yiiiiuiv ii:-t;rac< till failiiroi* of |)iiv:itc Kn^'ii^li

wlicn the Hank of Knfhiii.iH monnpolv of a joint stock consniiitinii «h-

fort-e : for tliat moiiopolv detcrri'il inauv responsible |>«;oiile lr..i« tjik.i..-

bankin;.' ; an.l it ^.'ave an induect pr.-Miiiiiu to ("tty tnider-* wlio oi'.-in-'t
"

without system and will,out icsoiire.e.

I UitsHer. /.«. PI'.
.i:ii; 7. He rive> a l..n>; table of ripriseniiitni-

or iiidii-tri."l companies . ,i iMjint to which we must return in li.",k 111,

- Some hiKl.ly coloured, but instinctive, ob.servations on ('..-nuaiii -

her stn.lN of markets, and her comnieroial iieiietratiuii, will be fuui. i

Haurer'- '" n/ii/iii/'.-- r,imiii.)i'oi/ r;ii/j of Ihf iii rl>l.

Tht Social V.r. HI publishri a remarkable set of meno^nii .'.J

i 4L»-.

I <tr: .-

: ll:i;

i!f?



HELATIONH OK UERMAN AND AMERICAN HANKS TO HUSINESS '.W-i

The consolidation of biinkw proct'ed.s u|tfici' in Cloriniiny, as ir, ix, 4.

in Knfjliind. Its inotivt's nn; jiivrtly the stmu: : they include

i-cimoiny in the tranamission biiHinesw, and in the keeping of cash

rcscni's; together with a greater indejX'udence of the varying

toitiiius (ind activities of pivrticiilar fields of investment. But

in lulilition, a (leriuan bank con.solidation has generally some

connection with the needs and opportunities of s<»ine industrj- in

which om- or more of the biinks concerned has a special inU-rest.

Thus the power of the High-finance, embodied in the great

blinks of (Jermany, is becoming an iinperium in iniperio. It is

fostering cartellization in every branch of industry, and in this

iind tither ways it is helping the commercial element to obtain

tho upper haiul over the constructive, faster perhaps in (Jermany

thiin anywhere else: but more of this later on'.

dislurbanciji iiideniiaii l>iiRineH«(.S'/'>rMHi/cH in ili'Utmhcn Wirthtfhufti'Iflii'n) at the

turn of thi- ceiitur.v ; and one of thene relatinK to the influence 4if the tjreat banks,

by Dr Krin*t Loch, brought out the facts that moHt (if the baiikH took what proved

to be too u(>tiuiistic a view uf tlie situation in isyj ; but tlial the nlder banki* were

generally more cautious tlmn their newer rivaU, and enpecially than those

ahicli hi i reeentl.v increased their capital virv fast {Srhriften, No. 110,

p. 3i:t).

' llur Cahver, who is friendly towards cartellizatiuu, fre(|ucntly culls

attmiion to the influence which the banks have exerted in promotinR it. .\nil

yet lie iDinplains, llnndel uiid H'liiiilel, I'JOO, p. l.')."), that Kreat banks arrive

at raultial underslandinK" whicli enable them to regulate prices in the money

marUt very much as an ordinary cartel doe.s in the market for its own special

wjres. '• Berlin Hinhlinance umiuestionably dominati s the most represeiitativi

and tlie larKi'st businesses in every branch of production." He jiives the titles

of till' chief of the .S.")<) lar^e industrial companies in which one or other of seven

banks named by him has a seat on the directorate. This matter is discussed

iroin aiiotliii point of view below, pp. .'itiri— ."iVO.

Till' position tliat a country, poorly supplied with capital, is almost compelled

to look to Its hanks for aid in sln^culative business; but that Germany has

n-achcii K >tiiKe iil which some of hiT banks mii.'lit with lulvuntanc devote them-

.flve^ in.iri ixclusivel\ to the nai rower ulTaiis of deposit and transmittuiico, is

taken by l)i .\ lolf Weber, Dcpo^itenthiiikin iinil Sjirciilntioufliiiiikfii.

It I- hi'wever noteworthy that in !Sile.-ia the iron and steel industries

ill in tilt- hands of wealthy famili.--, who dominate the b8llk^ ; und that

,'.iu m We-tpliali.i, wliere expansion has lii-en iiKiie rapid, thi' eiiuf iiidiiv

lniili»l.- !in- b.'coming iiidep<-iident of the banks. I'rof. Schniiiiu-hi i (in

Sclii:: 111, r's -hihrhiich for 1901.) notes this, and iiltiil'iites it m pan ! th.

fiiol th.i; U\\ bank otli, ials lune been found eapahli- (ii eondm'tiiiK liir.e .i.tei

Till" I'lctiire of coin SI' relates to I'oii.litions antecedent to tlir K'reat war. The
iiian;i'> iM it. which may result from the dt-trui'tion of uj'il.il unci otlui

influriici- if the war, are not to be foreseiMi.
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;U4 HL'SINESH «)K(JANIZATJ()X: ITS KINANCIAK BASIS

II, II. 1. I'lWHinjf ti) the Fnitcd Stiitfs, we find the conpontmtcd fon,

lit' rniiitdl t'Vi-n more Mtrikiiij,' tluTc thiin in (icrnmn)'. Hutu.

'rjfiiniziition hiiH been Itss hiin'tiiicnitic, less Hyinnu-triiiil in.l

iiu)re fitful in itH action. Accunlin^ tn common repute, tlit n |.

no set of bunkers aiul biinkinj^ otticials that is shrewder, ui'.r.

alert, or more generally capable Uian those of N\'W V'ork: In;'

the bankinu; system, as a whoU', has lacked soiiiethiiii; nl tliv

symmetr\ arid caution, and jH'rha|)s also that restniiiiin^ u,

riuence of public opinion, which older luuikinj,' systeiiiN hi.

ilerived from their slow j,'rowth ami their respect for traditinib

Traditions imieed are to-«lay little better than fetters in Mdm.

branches of business: but they are suj)|M)rts rather tliau ti tUr-

in banking: where the welfare of all requires imperatively thu'

the enter]>rise of each should take account of considerations i.thi'

than those enforceil by the letter of the law. and his own niiin.

diate profit. The absence i>( such tniditions has been •iii

phasized by the predominating power in American tinaiiv

exercised by a relatively small group of men, who have cuni-

bined the ownership of vast wealth with the ambition to show
i

Napoleonic faculty in its use. They have owned some [irivati

banks, which take a leading part in great financial opemtidn?

and thev have controlled .some large ji^int stock banks, lint th'

greater jwirt of their fortunes has been acquired by coiistiiutH'

and strategic facidties ; which have been applied to niiway-

to mining, or to manufacture, or to all combined. Tlie ji.iii'i;;

conditions of American biisiiu'ss and finance ciuseil at <'\\r wv,

some anxiidy lest an implicit "trust" or combination of tinaiicii:-

should dominate the business of the country: that tiai mih,.

to have been definitely laid by the great Federal lleservr Ai'

1913'.

I Thftt Art aims at (>it"'fr\ iiii.' tlic full fivoddiii of iiitcrpiis.' nf :il: !,!•''•

banks, in so fur as thru actinii 'Iocs not inilircctly make for v.'iii val iii«l.ii'i:

'

of ciKiit : an<l at itpiiik: only such iHuiliol over tlwni, a- i- iitHf-aiy;.

I ciMi!>iuiM),; a solid basi.- '!' tilt' cuiri ncv witli aiii (|Uatt! iLi-'iriiv in i.ii.f

n.-iil. Thi:' <iintrol i- i '•< ex. rciscil in ihi' main liy tin' l-'rU' n; ]!-w".

lio:i' I ; utui-li it so I'o'i- ii'ii.^i as t'] sfi'urr in .xplicit term- ri'i'i'^rii Ii'!;

lliat «iiiii. nil- ohlijMtioM '' thr lianUini; oinniuniiy to tin- p-ni-r li i.'i.-i;.

i-.iUK!iiiii'i>. Tiiis hii^ ti^vn III .tTfi't. tlii>ugh not in form, .ilitaiiu-.l i-.v
'

)'i"c|oininaMi'i' oi rr|in't«'ntHtiM':> of /.-ncral Inisini'ss on th,. lioaiii "( iMi'itor- :

t!.. I'.ai k of ijik'lmd: tin- iiillii'ti.',. .>! 1 ..u, i nmciii i- l,..«i.\.i Kat'i



BELATIOX.S OF GERMAN AND AMERICAN BANKS TO Ht'SINEHS .'1*5

But rm blinking icfDnn can rcninvi' Hoinn of tho dangorH II, ix. 4.

which iii« inhiTi-nt ir. th'' jxtwt-r of very lich iiK-n, who hnvc not

ntircii iiitn thi' ijuictiKio which is preferrt'd hy most of thf

uifilthv fiiniilirx of old coiiritrits, but an- still la^cr for thr

lAcittiiu'iits of the chiist! in thi- hunting ground of Wall Stnt-t.

Their |Mi\vcr is increased by the facts that absolute cintrol of

I joint stiK-k company is given by the [)ossessi<>n of rtftyone

i«r cent, "f its stock, nr sometimes even oidy of special issues

I'l its .sttK'k : an<l that, as h.xs already been observed, when a

i;rt;it part of the stuck is held in small lots by people far

nniovrd from one another, one-third or even much less of the

nhojc stoi'k will give practically siife control. Now, if an

nftfii happens, one company holds a controlling share of the stm-k

nt another, then those who control the first control the second:

iMfl ,in iiivestmet\t of one luillion in the first may give control

"f tiinr itiillions in the secon<i, or even more. Next, the

changing conditions of life are making it desiraf)le to employ

niin]ianii's, rather than to ask private friends, to act as trustees

liir prcijierty : so " trust (•omjMinies " (not to be confounded with

trusts ") have been fonntied for this purpose; and they,

toiji thiT with insurance iMUiipanies, hold largi' tpumtities of

shares in railways and industrial concerns. Now it is compara-

tively easy either to control these companies directly (for of

lourse their own stuck is not very large); or to make terms

uith their directors, juid to command the voting power given

liy the shares which they hold.

List, hut not least, "coiimiunities of intei-ests" are constantly

(iv.iteij fur various |)urjK)ses, more or less jx-rmaneiit, by informal

lUT'eiinnts that the' Hoard of Hirectors of each of several

','ri:it ciiinpinies is to include some members of each of the

luip liiritt in !lir Anicncaii. limn in tlir Knifliflli, iMJiitrol of tlu' Kold ruwrvc of

11' 'illlitH.

It I- 1.' In iili-i'rvi'.l tlirtt ilir iiir)V4'im'iit tow.irils the !»;.'>.'r('i;«tion of banks into

ir.'. Hint-, ladi having nianv liraneliert and mili ollicis, wliicti has ticcn

'iL-|iii'i!ii;i- in llti^jlaiiil and (i<'rni«ny, ha-' iini coiu' fur in Airu'ricii. 'I'liiTO

«n' I U\\ |. .Wilful liankn, rloi'lly in New V.nk : l)Ut condilioiis sonu'wliat

-miUi t th.';;.- .,( Kiii;!.ind fiirly in I i-t et'iiturv Iihm' proinoti'd the Kiowth
' ! ah iiii' i.'iiK.- tiiiiidiir of simili Iccal hiiiil t : iind ihc ii.'W I iw, which uive.s

tn. vhiit iihi, ii»..il st'iniiity for tli.ir ;^'omi guidance, -. .ili-^ likely to iiiamlain ii

1 'itbl. liiTii-. 11 ,,) th,. minor I'oret'H of tinauci' hy the mle of iiitunw concen-
tHU. Il ,.f lt« llinin liiKH'-l.
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:UU BUHISEMH URBANIZATION: ITS KINANCIAt. BASIS

II, u. "i. iithtT Boiirdn iind thiw ofU-n iiris iim liii iiitcniKiliiitc >t.ij(i t,

ail iiitoruhiiiigu of thf hnMiiifjs of thi' scvi'nil cohiimiiiiim. Ij

thiH inttrchiuigc \n ciimpk'to. the ri'siilt in in rrt'ect afusKiriht

the c()in|tanit'M : if it \n (Mirtiiil. it forms a Ntroii^ butid iM-twcm

thrill, whiili is not vi-ry likely I'l Iw disMtoKcd. Thus the tnui

imlirict coiiliol, whirh thf gn-at capitaliHt groiijitt ixi'it, Ihchiiii.

vi-ry I'Xti-imivf ; in.soiiiiich that eninjuuKris in which litlnr sn\^

11 e<{iii|i|M'<l with .in frt'trtive voting fon-i
, :iiiiounting to xvmil

scon-s or i-vt-n hiindivds of millions of iloilars, arc very i-'iiiiiiiii>n

5. Suff'UMtitHM that Britain')* iinhiHtrt/ and trail* mitjht

derin- matirial amtiiftanre from poirerfiU and ftromiimt

Jiwuiria/ iimtitntioiiK, which irotdd MH)t/)/enwnt,«nid riHt/ifralr

inth, her ifn<U ImnJci*.

W'l- now ri'sniiic the consideration of t!ii' British Imnkinj;

systfin. Its iinri\,illi'd ctficicncy in those tasks, to which \\f

chief eiu-rgies are (h-vot^'d, has soine defects of its i|iiiiliti <

Its general nile, that credits must he covered by handing over

marketable securities to the custcxly of the bank, is a iicccssan

condition for the maintenanci' of its jK)\ser to meet any suililic

and violent (all for return of funds given into its charge. Bi;!

this rule is relaxed m sjH'cial c.uses : for otherwise the biinkin;

systi'iii while working largely with capital placed in its ciistiHly

by men of but Muali means, would be compelled to rctiisic iU'i

to any whose total capital did not overilow the most ur^'int

nei'ds of their business; except in so far as it can be tibtiiiiic!

by di.scounting bills, a process not always convenient.

The private banker whose life was .spent in one locality «>

able to a.scertain the chanicters, habits, and prospects of' hi-

iieighboui's more thoroughly than is jm.ssible tiir the ImiMca

manager of a great bank, who is often almost a stianijer tiith'

locality: and therefore loans on ' jKTsonal " credit to lui.-^iius-"

which are not strong, are ]ierhaps rather scantier, :iu<l vit ii"'

more Siife, than the\- would be, if a considerable nninbcrnt th'

smaller private banks could hoiil their own. Hut, ;is Hiij,'ih"!.

argued in his i>j)och-ui.iking Liimbiinl Street, 1><7'), the ticini"!

events hius moved iiiinasingly .igainst thein since about iS-iH.

The borrower must therefore be content with the n'rii'Cti"ii

that, when he can supply the needetl security, he is crtain !'

i
11
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|.K(lPOSEI) ADDITIONS To HHITAlS's KINANCIAI. El^UIPMENT :U7

LibUlin iiiim«'<liiit«'ly iilinoHf unliiiiitod f'liiulM m ii rntht-r Idw rut*' ii, ix, 5.

lot iiitm-Mt: and tliuM u littlf ovil in miiiKU'd with tho jfrtiit

'<kk1 ctfi'ctwl by the cotwiliiliition of blinking inUTi'HtM'.

liiirgtr issiuM mi- iiow bt-iiiff niisi'd by th«' (jiu-Mtioii whotht-r

this consolidHtion hiw luiult' full umc of iu xtn-n^th. (Jn-at

bnks do ntiirly nil the work that iistd to bt- done- by uniall

biinkH, with tvt-r inert-awing efticifncy. But, it is iwki'd, whothtT

they shoulii not mtpriMich some larger tjusks, which wi-re beyond

thi' niuh of Kiiiallcr bunks; and which, as th*- ixjH'riencc of

(liriiiiiny and othi-r countricH haw shown, arc within thi- reach

nf ifri'ut biinks.

In jiarticidar it is suggfstrd that, in this agf of ra|>i<l pro-

fT>.->», iittciition iK't'ds to bf directrd to ventnns that show a

[iniiiiise of bt'coiniiig strong, at K-ast jis nnieh as to thof«> which

.malriiuly strong: and that sonn' cidargetnt'nt of thf scopi> of

thf work of giant banks in this direction would W of public

vrvici'. A littlf may perhapH be itfi-cled by the direct action

if ;;riiit banks of the ordinary typ*- : but there mvjus to Ik- a

larp iuid nipidly widening scop' for prominent and powerful

finaniiiil institutions, which wouI<l be calle<l "banks" in other

cimnlrics ; though, to avmd misapprehension they should avoid

that title in Britain. For instjince it seems to have been fully

tstviMishcd that prompt and strong assistance is not always to

bf hiul tor such inventions and other i\cw iijeas, ;is are in the

iiiinds lit' men whose Hnancial jwsition is not alreiuly «trong

;

and who do not know their way tiboiit the City of I^mdon. In

(iinnany, on the other hand, " the pioneer would take his jiro-

[msd to (Pile of thi' great banks with an Intlustrial department

;

lid the |iroposal woidd immediately Ix- put before ex|»erts,

HMtntitic and technical, wi'll known to the bank and thoroughly

'rusted who (on the assumption that the projmsed business was

rt'ally ^'iiii(l) would report well on it, iiiul iiuudd bf Iwheved".'

' Till' liciii tits of a fiii"ion of li:ink» already strong iirc pcihiipH rri'iitoat wlnii

a bank in a riniili-ntiarv district tinds an oiitlft fur tlw saving'* of itH clicnta by

alliance with another, whose chief coniu'oti"nM an' with iiidustrial diatriciH,

crmiy of cai'ital. And a rcct-iit fii'<ii>n of a coloniiU hank with a lUitisli hank

Iircmisfs evi'ii larper advantaKi's of the same kind.

- Kmiu a pamphlet by Mr William Olsson, a Swede who has had exceptional

•iiportunitics of comparing the methods of hiKh tinanee in (iirniany. UrUain

iiiil other countries. Some account of it is (jiven in t'lie lU-'iii'iin, tt, 'i Feb. 1911'..
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II, IX, r,

nr.SINESS ORGANIZATION: ITS FINANCIAL BASIS

Of course work of this kind is done in London by variou-

financial houses
:
but their scientific and te-hnical cc,uipn,t.m

are not organized on as ina.ssive a scale as those of (say) th^

Deutsche Bank. Some of them arc powerful : but they 4. no-

seek i)rominence
;
and the guide p„sts, which might point th^

inexperienced inventor to them, are not as clear as those ^vhlc^

point to a great bank. These and otli-r considerations h;tv!

led to the establishment of "The British Trade Corporati.m
sUirting with an initial capital of £2,000,000. Its chief i,nm..|i.

ate purpose seems to be the granting of relatively long cn-ilit-

to merchants and producers engaged in business'over-sens: >,.

that they may be on equal terms with com{jetitors, whn ar.

aided by foreign, and especially by German banks. But, though
this be the most pressing matter at the time, the largest scop

for institutions similar to it, is likely to be found in conni-cti.H:

with the development of industry at home : for, if recent (jevclup-

ments may be taken as true indications of the future, a gn-r
part of the material plant of many industries will need t". I.,

recast in each coming generation. And indeed the Prospectu-
of the Trade Corporation points in that direction :—" Ther.
exists to-day no large financial institution possessing an indib.

trial department (jr an organization for study and research inr..

new ideas and inventions, which is specially ecjuipped to examin,
and nurse new schemes or developments until sufficiently prov.d

and ripe for public investment. The Corporation will mat
this a special feature of its business, and will aim at becomiiii.-

a link between British industry and the British investor."

Its affairs are in such strong hands that it is not likely t.

over-reach its strength. But .so many and so large areth,

suggestions already made for the work to be done by it, ami

similar institution.s, that their accomplishment would neerl the

looking up of capital amounting to many scores of millions nf

pounds: therefore, these financial institutions must speed onr-

way to the Stock Exchange many a venture which they will

'

unable to support permanently'.

' The foundation of tlie Corporation was the cliitf immediate rt'»ult of tiit

ni'pointinent in lillti of a wry str.onf,' Committee of the Board of Tni It. with

Lord Farinsdon in the chair. The following passages are taken from it-

Report— '• There exi,n to a considerable extent at the present time in tliis countr



PROPOSED ADDITIONS TO BRITAIN'S FINAXCIAL EQUIPMENT U9
the machinery and facilities for tlie findnce alike of home trade and of large

overseas contracts, and for carryin)- through much of the business which has
betu done by foreign banks. The British banks iifford, we believe, liberal

accommodation to the home producer. British bankers are not shy in making
jclvances on the strength of their customers' known ability and integrity, and
the charges for accommodation are we believe often lower than the corresponding
charK'cs in foreign countries. Similarly, the Colonial Banks and British-Foreign
Banks and Banking Houses render immense assistance to Britisli trade abroad;
and certainly in the Far East and in many parts of South America British
banking facilities do not fall short of those of any other nation. We find also
that, in the case of large contract operations, British contiactors with the assist-

ance of Financial Houses have in the past been ready to provide large amounts
of capital, and to take considerable risks in connection with the operations which
they have undertaken.

"Our arrangemenis, however, are faulty in ournot co-ordinating many of
ibe facilities mentioned in the previous paragraph. We recognize also that the
British manufacturer may be frequently in want of finance of a kind which a
British Joint Stock Bank with liabilities as above described could not prudently
provide, whereas the German Banks in particular seem to have been able to

afford special assistance at the inception of undertakings of the most varied
description, and to have laid themselves out for stimulating their promotion and
for carrying them through to a successful conclusion."

"Foreign banks have, in most of their operations, adopted the course of
forming syndicates to undertake any business of considerable magnitude. They
have headed such syndicates and they have taken the labouring oar in connection
with investigations. The members of the syndicate have generally included
other banks : and associated with them have been those who were particularly

interested in the class of business proposed to be done. These syndicates are
formed after the first superficial enquiry has satisfied the bank." that there is

apparently a good business to be done. Directly this point is reached, the
tspenditure in connection with thorough investigation is on account of the
svndieate. If the business is ultimately proceeded with, the profits or loases on
the wind-up of the business are shared pro rata after allowance to the bank for
management. Some such procedure should be followed here. It would enable
the Institution to undertake business of a comprehensive character, and its

'imprimatar' would have value when issues were made to the public."

TheKeport suggests also that the Institution should receive aid from Govern-
ment Olficials; especially from Commercial Attaches and Consuls. It is further
suggested that each such Institution should be specialized for particular locali-

ties or fcr particular large groups of industry -. also that the present great banks,
either collectively or in groups, should own the capital of one or more such
institutions; each of which should have a highly organized staff of technical
aivisers. In that case, a business man with a new idea, but without special
technical or financial experience, might get advice through his own bank from
experts of the Corporation : and, if they reported favourably on his idea, his way
to needed tinancial aid would be made smooth. But such suggestions liave to
run tlie gauntlet of much criticism and perhaps some hard experience. Expert
technicd guidance on some matters can be better olitnined by tlie associated
tJorts of particular branches of industry, than by aid of financial inf-titutions:

but this matter belongs to the end of Book III.

II. IX, ,5.
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CHAPTER X

BUSINESS ORGANIZATION. ITS TASKS AND
REQUIREMENTS OF FACULTY

II. X, 1. 1. The value of a machine to a biixiiass can he cnh-

Inted on the hash of its efficiencif for ita iiiuiiediafc n-od.

But the value of an employee must he estimated, jxu-thj k

iustiuet, u:ith a view to the jtroha'fe development i>j' hi

eapacities: and the difficulty of this tasl: in inereased hij th

conditions (f modern Imsiness.

Although human naturo is nearly the same now as ui uli;

time, while the plant and processes of almost every inclnstn

have changed fundamentally more than once during thi- hv

five generations ; yet the problems which the head of a biisin*

has to solve in relation to its personnel have changed and x-

changing their character much more completely than thi*

which he has to solve in relation to its plant and procissi.-

except in a few industries. For his plant and his processts an

always under his eye : and though he must trust to second-

hand information in regard to many of their details, ytt am

information that he needs is always to be had with certainti

and precision. On the other hand a certain and pn.'ci'ie kuo»-

ledge of the characters of employees by close contact and con-

tinuous observation, such as prevailed in the small workshii|>

of former times, is nut to be had at all: and the head 1 4,.

large modern business must delegate to others nearly ;il

responsibility in regard to the greater number of his einpluv«:

He is indeed directl\' i-esponsible for the choice of his chi

subordinates : he needs (piick insight into character, ami sour

power of influeticing it ; and he must exercise this insight an'.

power largely in calling to his assistance men who are |X)ssesst<;

in various degrees of like endowments.

JJ\
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CONDITIONS OF THE EFFICIENCY OF EMPLOYEES 3ol

The relations of an employer to his employees generally II. x, l.

contain some rjcments which have little connection with busi-

ness: and, evui from a merely business point of view, account is

to be taken of the fact that the trust, esteem and affection of
his staff are a valuable business asset, of a kind which his
machinery cannot supply. But, for the moment, we are to watch
him when considering how much it is worth his while to
pay a certain employee, from nearly the same point of view
as that from which he would consider how much it is worth
his while to pay for the use of a certain machine.

When the master manufacturer was the leader and perhaps
the most skilled artisan of a workshop, a.ssisted by a few
workers of various ages, his instincts had full opportunity for

putting each one to the task appropriate for him within the
narrow range of the shop. There was no subtle analysis of
character and its potentialities : but experienced instinct carried
far. Education by imitation began in early youth, when
mind and body were most plastic: and the e.xperience of
rowinc; and other athletic exercises, has led the way towa-ds
many modern improvements in .school education: an hour's
rowing behind a first-class oar teaches more than much verbal
• xhortation '.

For great good on the balance, but for evil in some degree,
the boy now remains at school till his susceptibility to the
supreme educational influence of imitation has been somewhat
'lulled: and meanwhile the scope for boy labour in those
•wupations, which used to afford the most excellent training,
has greatly diminished, fur the work is done now mainly by
machmes. Some compensation for these losses is found in
the movement for technical education in continuation schools

:

but, since those, whose example is to be followed, are relatively
tew m a school, though they are numerous in workshop.s,
imitation in it has to yield the first place to formal instruction.
On the other hand the boy's general faculties are now more
highly ^--' > ' •

-

aovelo

more

iped when he comes into the workshop : and there is

material to work upon in the selection of the most fitting

' Prof. W. D. Scott, in Iiis .su-gestive study of mean8 of Incn-asinn hunuin
':''^>m;j ,„ bu,nM>:, puts the eJucaf e influence of imitation into tlie
torej;rouiiil,
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352 BUSINESS ORUAXIZATION : THE PEHS(»N'AL ELEMENT

II, X, 1. task for him. In buaiiiesses of small, and even of iiie(iii;i;

size, oaf'h < iiiployi'i' can bo to a certain extent treated .ts ;i;

individual human being : his strong pjints and his w, t^

points arc known ; and his latent efficiency may be ivu';.
i

by a word or two of authoritative advice on one oavisi.;;

and a tentative change in his work on another. The iiicth"'!.

of school education have improved greatly, and tend increasiri;'!;

to strengthen the children's minds. But to this general .stat-

ment there is one deplorable exception in English-speakii,'

countries. In learning by rote the vagaries of English spelling,'

as misleading historically jis they are tedious in practice, nn cun-

structivc faculty is strengthened. A rational system of spelling

might set the ecjuivalent of at least a year's work in elemcnt.irv

schools free for drawing, and for studies of nature : these wouli!

sow germs of the faculties of observation and rea.soning: ,in.

thus prepare the mind in elastic youth for the work and iv-

spons'bilities of after life. The divergence of pronunciati..'.

from spelling pressi's on all classes of the population : hut it \-

most oppressive to those classes whose school-term is short'.

As a rule, there is no one in a large business who has ar

once the authi rity, the opportunity and the interest that inighi

empower and impel him to make a careful study of the abilitit-

and aptitudes of each employee in the lower grades; to direr

those abilities and aptitudes to their most appropriate work

and educate them in it. Foremen and other subordinat'

officials have some interest in getting the most work that tht-v

'ian out of each man as he is ; but they seldom take .iccmuu:

of what he might possibly become. This is one cause "t a

certain tendency on the part of the less energetic nieinbei-s "t a

trade union to press lor a somewhat high standard of pay fur an

amount of work, that is far below the maximum which thevcan

' Of course it would need to be framed by a convention of men of h;j

philological and Hilucational authority, appointed by the Governments of En.^.^I:

speaking countries. It would not aim at forcing the written languagf :••:..•

exact conformity with any one variety of the spoken : but it would seek ^i Kfan

position, th.'it represented fairly well the co;anu>n usn(,'e of the l-.n^iiisli-siifaka.:

world ; and a.^pokoc lant.'uaj.'e, in ever closer ""orrtspMndonce with the ncwwrititD

language, would in the couise of a generation beciinie the general laut'uact

of international intercdurse. The notion that existing speUing has a soaca

historical basis is of course erroneous.
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CONDITIONS OF THE EKFICIENCV OP EMI'LOVEES

easily accomplish
;
and to be relatively indiHoreiit to a pn.siM-ct

of high rewartls for enlarged efficiency.

Iiicn-asing attention is being i^jiid to this evil by far-seeing
and public-spirited men in control of large establishments
N<nu' of them make it a rule that failure to succeed in one kind
of work shall not be taken as ground for dismissing a willing
worker; and that he shall Hrst be tried in work of other kinds'
BysMch shifting the right place can often b.- found for him

\uiing people, to whom in spite of long trial and the best will
It sterns imix.ssible to supply certain automatic machines
become excellent workers at much more difficult labour in the'
siiine establishment. Women, who are apparently careless and
inattentive when they have to distribute their attention over
a number of operations, do high-chiss work when they are
engaged m a single activity; and in other caaes the opposite is
rep-rted." But as things are the operative who is a fiiilure at
one task, seldom has any opiwrtunity for showing his strength
in other work

: he is simply dismissed, and his fate in his next
iiiiploynient may be no better'.

Again there are some exceptional works in which the
standard of intelligence required of nearly all the operatives
l^ .^0 high, that labour becomes an education. A splendid
instance of this is the Zeiss glass works, which, under the noble
^nmlanceof Abbe, steadfastly pursued i.leal perfection in manu-
tacture, secure in the confidence that good work would brinjr
''lequate pronts. He knew that " in order that an article may
really excel, it must be the outcome of thorough theoretical
^^o^vledge, combined with great technical skill "; that is when
everjoiie participating in the manuflicture devotes his'whole

exixnence, intelligence, and time solely to the production of
'
.-.ne article." But he " recognized that even this principl,.

t the suMivision of labour has its limits.'
Fur he. gra.lually found that, while the works wcto making

"'thing but microscopes, "the worker suffering from the mono

"•"seath 1 '

r* f "^ P'"°'"' °'' ^'°^''''' ^'"'^ bt'-^" plain men
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.•J.-,4 I1U.S1NE.S.S OKOANIZATION : THE 1'ER.SONAL ELEMENT

H, X. 2. tony of always having to work in the same groove whither

with Lho hand or brain, has his mental vision thereby dnHei

for anything situated beyond his own narrow horizon, :m,\

loses the- power of utilizing at the right moment for his uwi,

particular purpose, anything lying a little beyond his nniinary

everyday juith. " So, true to the proverb " to rest is to rust, h-

multiplieil the products of the wtirks, and let in fresh nir p'

the barriei"s of monotony'.

But in spite of such broad movements, the large majorin":

employers and their officers are still apt to keep philaiithrup}

and business in ditiercnt compartments of their minds: [wrtlv

because, though the aggregate profits of business arc lar^i

they ari' a diminishing percentage on outlay. In .some iniitunn

industries this percentage is very low ; and it might iiidiiMl Ix

wiped out by a comparativi-ly small increiuse in outlay, 1111!^*

it was in some degree remunerative from the purely bnsines-

point of view. This consideration suggests the great sociai

impoitance of evidence that has recently been collected tn ihtr

ett'ect that umch of that care for employees, which has ben:

prompted in the past mainly by altruistic motives, i.s C"iii-

niercially profitable.

2. Fariifft'cs mcilaf bij the head of a lanfe bmliH>"< ,
nml

hif itH chief (>^rmix.

The following observations are so worded, for the .sake il

simplicity, as to apply specially to the case of a busiiie.s.s, owiirt

and controlled by a single individual : they imply thmughuW

the possibility of maintaining unity of purpose and coiitinuit)

of policy. They iipply to a company, the " head " of which is i

Board ;
provided either tradition or the predominance of a singif

masterful mind and will enables the Board to act coherently, it

spite of some divergence of temperament and interest anmng its

members.

The tasks of the head i)f a large business are lieaviir than

those of a small one, and yet they may be fewer in number. F :

' The German proverb is ' K.m/ ich, m ro^t iV/i
'

: but hi- wmk wa- n'

complete till he had sliortened the hours of Ubuur and made other prcn^if-

for the rest, which is recuperative and develops enerRV, under tii-- vinsn

'Rn/I ich, »o rU»t irh" ; i.r. "To rest ia to prepare" lAiierbjcc,
proverb

Tilt Zeiii '.Vr.rhi, pp. 5, (3, lid llo
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RELATIONS OF HEAD OF LARGE BUSINEhs TO CHIEF OFFICIALS :m
h. must delegate multitudinous bu.sine.s8.ietails to others' and li .

the (iet^uLs even of a .n.-ill business are gen.-nilly more ..umen.us
than the broad problems of a large on.-. 1{.. js primarily re-
sponsible tor the genemi plan of th.- business: but second in
imp>runce only to that is his seleeti.,n an.l .p.iet control of
..rticials who are resjwnsible tor d..tails. In a vorv large business
he may mde.-d delegate the greater part evm of that resp..nsi-
bility tochiet otficials

: hut h,. bears the weighty task uf reading
thr characters of strong men: mil therefore he must be very
strong Meanwhil.. the study of the organization and policy of
ks Ltisiness is likely to re.p.ire u larger originality, and a wi.i.T
uutlook than are needed for similar tasks in a business of n.edium
size. Let us go into some details.

An adequate supply of capital being assumed, the chief le-
4Ui.sites..f the head of a considerable busine.ss maybe classed as
(a)jmlg.nrnt, prudence, enterpri.se, and fortitude in und..rtaking
an.l carryuig risks: (6) an alert acquaintance with appropriate
technique; and some jwwer of initiating advance: (c)a high i.ower
"t orguin/.ition

:
in which system plays a great r«irt, but " always as

. servant, never as a master ": {d) a power of reading character in
siibonlmates; together with resolutu.n, t;ict, trust and symptthv
in han-ilmg them

: (e) prompt diligence in a.s.signing to each the
highest work of which he is cajmble, or can be made cap^tble
within a moderate time. All these qualities are needed in the
hcH,i „t a business of even moderate size: and, if it is to be
thoroughly W..I1 a.lur' .red, all of them are required mor.. or
less in Its chief otfi.

; ; for the head cannot be directly in touch
withdetaiLs He n. Js men immediately under him who wouM
tK-ftqMble heads of .small businesses: but their ta,sksare lighter
than his, because the range of the responsibilities of each of them
'^ narrower than his. He must hold all departments in view •

prtiy because he needs frequently to revise his estimate of the
'"'--gy, ability and integrity of each departmental chief- but
'"^'nly because th. changing courses of industry and trad,
reqmre nontmual alert watching of the mutual relations ,and
pr'J.ortio„.s of th.. various departments of th. business This
'i^k b,i„ng, t„ th„ ,^^,^^,, .,,^^^ , .^ ^.^^^^^^ ^^^ delegated

; thoiu^h
^|»rk l.r.pa.aory to it is often shared out among several directors

.1 joint Ru,r\: eompuny, and even among trusted chief otficers
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35r» BUSINESS ()K(i.\NlZATI(>N : THE I'EKSONAI. EI.EMKNT

II. X. 3. ot liir>(»' biisiiit'ssoH gi'iHTiilly. Iji the enHc of a jjiaiit lni>iiiiv

the n'HiHUisibilitit'H of the t-hii'fs of jwirticiilur ».'HtJil)li.Hhiii( nts .m,]

I'Vfti iif particiiliir (li^piirtniciits of ora' fMtiihliMhinfnt, may tx.t.

heavy, and aliiioHt as widc-sprcadinjf, aH those of the lieail ot ui

illilejM'li(|eli'„ lMlsitle^* of inixlerate size : though some liiri;.

(juustions of organization, and nearly all large <|uestii)ns .,|

finance will be ultimately determined by the head of the whl

business.

'X Tlif ettnentioH of huxinexH/ariiltji.

As will be argued presently, constructive genius of the hij,'hi,>t

kind seldom owes much to education : but, with that exceptiDii,

all orders of business ability may be fostered by appiopriattr

preparation in early years. The circumstances, which have iiii

paired the forces of British education in pjist times, have iiiruul,

been indicated'. But a little may fitly be said here us to thi-

functions of education in promoting the alertness, sense dl prn-

{jortion, and strength of reasoning which are required in l)ii.sine!v\

The main p<jint is that the chief function of education istu

" educate " faculties, that is to bring them out and develop them.

A great part of the instruction, given in m<jst .schools and many

universities, imparts information, with scarcely any education in

the true sense of the term : much of it even tends to hinilerthe

nujvements of faculty by clogging it with inert matter. Ft

indeed a man, whose own mind is stiignant, can impart knowledge

without effort : but the educiition of faculty is a task which calls

for vitality and initiative on the part of the educator. Thi'nf m

paths of least resistance have commonly been sought in nianv

ckisses of schools, especially where the teachers have beon few

in number relatively to the pupils; and even to some extent in

universities. But continuous description and explanation t-nd

to deaden the minds of the heaii rs : and should not find placv in

oral instruction except for some urgent reascnl

' .\bo\e, pp. 93—9!l.

- Injury is done liy the cnntinnniia reading aloud of matter, which cniilJ oon

veniently be printed, and is perhaps already accessible in good text-hoolis. Iw.

students should he required to read such books; and any explanation citeiiin

lecture .should be supplemented by occasional questions pointins; tnward.* vm

next step in description, in explanation, and above all in reasoning'. Thfrri;

something; to be said for a plan, under which the lecturer prepares bcforehanJ

u
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THE EDICATIOX OK HfSIVKss rAcl'LTV Mf,7

Thf lu^hrr briuiclns of i-ducation in Am.-rici la>,'j,"«l »"r «..tiir ll. x, :i.

tiiiif ;i littlf iKl.ilid the iH'st Kur()|M'iin iiiftli.M|..s : hut their rapid
idvaii.v in r.Mviit times has hruii^ht th.'in int.. tlir finst rank, at
ill tv.nts ii; those studie.s whieh look towards th.' future rather
ihaii the past

: and Britain may jiroHt much l.v s..n f her
-iiUK-'stions. The ehanicter of th.- (1. rtnan p,.o|',lr difV.rs fn.m
thatofAm.'Hcansand Hritotis. It has moro patimee and steady
..siduity; HO that methodical, (.rderly proee.hnv in school ami
rn||,.j,',. has pecidiar attractions for them. Th.^ spl. ndid or^atii-
/atioii of their Heal .schools and colleges, devotefl t.. the <lirect
pniKiration of youths for the practical work ..f after life, is

•.!K.ei,illy smtabh' to their temiMTament : .and any dangers to
iiif.ilectual individuality, which it might thre.iten, is in great
tiMM.siire warded otf" hy the abundance of their Tniversities, in
which high i<leal8 of study are maintained. But Britain's Tni-
vmities ar.. still rather few: and, {wrtly for that re^w-.n, the
new desire for education, as a .source of strength in industry and
tnule, luight conceivably b<. turned to but inditfer.-nt account,
ifOennan Real e.jucation were too closely followed. Fortunately
how.ver the last few years have seen an increasing tendency ..Ii

the part of the British Government and people to seek in .such
matters the counsel of leadei^ of scientific study : and in that
tendency there is .safety'.

r :

if

mtoently t„
, t.,i„ire to use onl.v a few notes as Kaide-ponts : he then thinks the

r' Mn!.T„!^ i-r^'
'"'' '"'"'''' """ '" """'' "'"' '""• " be stray« into an

^Z^Tu T"':
'." '"''"""'

- "" '•""- ""''"« "" '^"'' -^f hi. nana,

ni IV!
-;"l'l be ,n an hour in wl>ich information is loaded into their

1r andtv"'" 1-
'"

r"'"''''"
""'"•"""• - '"valid argument, into the•ecturu, and by (juestions beins asked about it.

n.. .mportance of developinK power, rather than knowledge is well-^i by I're.dent Uadley, Tl.e K,luc„ti.n of the A •„.„„ tVn'--,,!, pp. 175

Ww,M.W./,, 191,;, co,„pl.,„s however that (Jerman Universities

u.™ ,n W «
'"" """" '""""'"" '" '"^'^""°" "'"^"' ^^'"o aim at employ-Z n on?""""'' " ^""''' "--nafons. Tl,e wnter ,ns,,ts that tlL

-"Uct.,,1, those whose mu.ds and associations are loss disfnetivelv ,„n..,al
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II. X t

nVSlSrj*H oRdAM/ATtON : THE l'F,l«.s«t\AL ELEMKNT

4. In iM flihln lit' nihimiur rvroiiHtriK'tinn thin i\ an

urgent iliinmnf fm- nratiir /arnltif. nntt thntu- who nmi
It) tfu/miit, Hf'hUtm inre notch to iinff /nrnmi /n'tfHirnfinH

for tiu'ir H'oik.

"Tlif |)<>ft is Ixmi Mut tnadc." Thf niijriniil iiuiiiiin;; nt th.

wtird poet is "a man who cn'atfs ": and it is a ciiiniiionplac.

m

I'nivtTsity liti', thai wliilc the nu-ri'ly able man's mii<'ci>.s(|.|).ii,|.

jfTufttlyon thf toachtis iiitii whoso hands ho has falliii, th. tnim

of gonitis is Hwhionod mainly by himself. In liko iimnrnr ir

woms to bt' true that tho man, who provos to 1h> iiidowcil wuh

business gcnliw, ha« seldom owed very Miueh to formal cducitiMn

The jM'ciiliarity of hi.s mind does not lie in the pow.r of (In.nk;

any one thing in pirticiilar. He jK-netrates (jnickly to thi' r-t

of each of the many conditions of success iti the attaiiiiiieiit .t

a propositi practical end : he ctMirdinates them, nioiilditii; itnij

combining them anew. He fornndates large schemes of nji.'ni-

tions, measuring their risks, an(i facing steadily those whirh hi-

judgment approves. He may not have the faculties needtij i.ir

scientific research, on-ven for highly sjK'cialized invention: .wn
if he has them, he ciin hardly give them full exerci.se without

blunting the edge of his energj' in that work which bears rnnst

(lirectly on his immediate end. But he watches all new thought*

and inventions which point to that end ; and he is (juick t.i

adapt them, or to cause them to be adapted, for his special

uses. These considerations were most strikingly illustrate<i bv

American industry in the phase in which it was about a

generation ago.

But the earlier history of British industries was mi siimia.'

lines ; for, as we have seen, the leaders of tho.se iniliistrics m

the la.'.t (juarter of the eighteenth and the first (juarter of tfc'

nineteenth centuries were mostly rugged men, with a nK.ch

narrower outlook than that of most of the later leaden* "'.

American industry ; but with like self-reliant, self-contair.i^i

characters. A bold, vigorous use of the newest inachinerv M'I

meth(Kls put them for a time beyond the range of coinpetitioi;

by those, who were much occupied with careful attention t'

details and the teachings of long experience. The stream .1

inventions never slackened ; but yet, when the main outlinr
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THU HKJHEST rHKATIVK KA'II.TV liFVKI.dl-s ITSKI.K

uf thi- ni'w tiictluxlM wcri- fiiirly scttl.Ml, miuhiiKs with t(i.> ii,

|;ist improvciiiiTit but one ciiulil huM th<'ir nwri fiiirlv w«'ll.

From that tinif Cnrward stniiiir Nflt'-rilmiit fniTi,'v lost, hutih' of

nn iin|j«rtancf rrliitivdy to ii HcdiiloiiH carf for detail ; and

il*. til ciiri'l'iil iicconiit-ki'cpiMj,' and othrr irksdni.' mattiTs, in

tthifh ..r^'anizrd t'xjHTii'ncc im more NiTvicraMc than (|nick

rtashis of individual initiative. ('onN».(|iifntly, licfon- luisinrsses

Ut;iinto fall lar),'fly under Joint St<K-k ownernhip they apiin

Knitni' hereditary. The son of a niatnifacturer profited by

trmlifions a.s to thinjjs, methods and [M^rsons handed down to

his father ; and a youth who rose from the ranks into business

hiul to overfonie more diflficultiis on his way than during

timts of revolutionary chanj^e.

Those who h>ld the child" places in American industry at the

ind of the nineteenth century, had lived throuj^h a period of

transfurniation similar to that which British industry h.'d

iin(ltTj,'oiie several ^,'enerations earlier. Thus, aa already noted,

Mr C'aniejrie sets out a lonj( array of leailin^' industrial busi-

nesses, which have been founded in America during th<' liist two
^'tncrations by me'chanics, clerks and office boys ; and «.;' great

comnierrial houses that have been founded by clerks and office

bovs
:
but he can make only a short list of those which have

btcn founded by men whose early lives were spent under easy

cnnHitioiis'.

' He conclmli'H
: "Neithfr capital, nor inflaence, nor coll«Ke learuinK, nor

all comljiued have proved alile to contend in business succes«lnll,v an.ainHt the
eDfrKj and indomitablH will v.liich "pring from allconouerinK poverty." He
la.vn utrfKH on the fact that an alert office boy has opportunities for reading the
chsracters of all con<litions of men ; while the lad who lives at home, at school
and in cill-ne till he is twenty-two is often brought into direct contact with only
one thin stratum of liuman cbaraettr. Mr J. D. Rockefeller's account in his

RmwiacfHrm of the education, which he got by keeping his ears open while doing
menial wi.rk in the office of a small business, is very illnminating. It is however
tolv remembered that the percentage of the mechanies, clerks, office boys and
others, who have used these advHntages a- ladders, by which to climb to the
tiRhe-t pi.vts of business, is not very great : it may Iw less than that of the
collei'f luds who have turned their connection with business to trood account.

Mr Archbold, ii vice-president of the Standard Oil Coiii|iuny, ascribes
Mr Roclrpfcller's success to the marvellous " power of control "' by which he
"can so draw together the h'-st men in mechanics, in executive work, in buying
Md ,oIling, th.,t they work as a unit."

^.r .ra.ps. whr. Ti.tiniatr'j brKjame a chit-f :t::i:3cr t:f the iron .ind :^tcpi

industry, whs put into a responsible position, though without any experience

•\r,'.}
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BUSINESS OROAVIZATION : THE PERSONAL ELEMENT

'>. The imnnmuf xcope for trained faadty (i„,l

methodical orgam-Mtion of detail in indmtry ami trade.

Opportunitios for economic reconstruction, offered bv th.

opening out of unknown Continents and of new conlnluni(ation^

between old (A)ntinents, belong in gr(^at measure to the piM

And, though it is true that the industrial evolution catis-d l,v

the advance of technitjue during the last few decades has beeii

much more rapid than at any other time; yet the leudin'

characteristic of modern advance is its increiising dependence ui!

faculties and aptitudes that need to be (leveloped by patient

study, if not by some sort of academic discipline.

Even on the side of business speculation we find that

individual initiative is being in some measure supplanted In

agencies, which give great scope to alert diligence coinbincii

with moderate natural ability and resource. The ordiriarv

newspaper press and special trade journals now supply at it

nominal cost detailed information on nearly eve, - affair, in

which a business man is interested
; and he can supploiiient

it nior- (piickly than formerly by confidential information as to

any matter of private interest. He can, if he will, ki.,nv all

that is happening at home and abroad in regard *o thinj^s in

which he is interested as buyer or seller; what new .sources

of supply are being opened up; what new demands an'

growing and which of them are likely to be perm.anent ; what

new techni(pze is being tried, and how the trials are <'oin»:

what new uses of by-products are being developed
; and what

progress is being made by industries cognate to his own, in

which its progress may largely depend. In these and other

ways the new age gives evei- increasing opportunities to th.'

business man to strengthen his enterprise by making good iiv

of information, which is generally accessible, but yet caiuiot U

ill business, liecau.xe Mr Kockefellcr liad oliscrved that he .showeii Ciiijacity in hi-

work for tlie Baptist Education Society : and hiter ou, Mr (iates apjioiiitei

-Mr Bowers, "an honest, enterprising, keen and thrifty man," hut one nithou:

any ixperience in tlie uianaKeiuent of shipping, to control tlie company's lieti

of laki; steamers. Tlie splendid career of the electrical works of Siemens uiiii

Halske r.ved much to the decision of Halske to call to his aid the urtiiieiy

otllrer Wiener Siemens, who luid then no knowledge of the busihc-i. .lua

the Zeiss works prolitel in like manner by annexing the University prjitss-r

Ai.be.



INCREASINO SCOPE FOR ALERT TRAIXED FACULTY

turned to account without some mental effort ; and if he does II, x,

not avail himself of thi'in, he must make wav for more alert

winpt4itoi-s.

Mer.over the man whose originating,' ability, though con-

jiiierablf, is not of the first order, must depend largely on a

caivlul study of the best restilts that have bren attained by
nthiTs. For otherwise he may be outpaced by those who have

scarcely any high initiative, but can bring to bear on their

work asoimd trained faculty in thinking clearly : and who have

learnt under good guidance how to turn to account the niulti-

tiidinoiis knowledge, which modern resources place at the

disposal of those who seek them rightly. This training is not
necessary for the man of high natural genius : he is eager for

work in which his great strength tells, and has too much self-

resjiect to refuse helpful guidance from any source : but a man
"f less exci-'])tional ability, whose mind and character have not
been disciplined, is apt to humour a false pride by a partiality

tiir his own devices. Thus America, while following the lead of

Germany in the subtler technical applications of science, is

pioneering applications of a broad University training in the
eonduet of business. As Mr Carnegie says :— '• the trained
mechanic of the past, who has hitherto carried oflT most of the
hcnoius in our inilustrial works, is now to meet a rival in the
scientifically educated youth, who will push him very hard
indeed....The mechanic is disposed to adopt narrow views of
iiffairs, for he is generally well up in years before he comes into
iKiwer; while the scientifically trained boy has no prejudices,
and go!'.-, in for the latest invention or newest method, no matter
ifiinotlier has discovered it'."

' There is much hdpful su^Kestiuu in tlif coiuru.is drawn by Dr Voiiiigman,
Uoiiumir ani.ifs i,f great fortunes, brtwevn the origin of representative fortunes
i' thre,- sta-es of American liistcry, viz. (1) .)olin .Jacob Astor's many siJed
work, on luies not very different from tlio.e of the eighteenth century ; "(2) the
lovverful, if oft.^n malignant. Stock Exchang.; spccnlations of ,lav Gould ; and
It) the even stronger building up of "group foruuu-- by ((uiet incessant,
c:ianciiii operations, not always above criticism from tlie social point of view

;

I'W
111 which '•constructive speculation " has predominated on the whol... His

^tmivjMuits f. th... conclu.sion that there is no one route by which even any
If Went fortune has lieen leariied ; and that ver.satilitv, us well as imagination,
i'HU'raent and assiduity have been conspicuous in the making of everv sort of
iWii fortune. See also Dr Watkins' The growth ,,f nreat fvtunci
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H. X, I!

BUSINESS OROANIZATION : THE PERSONAL ELEMENT

G. The organhhif/ fanilty of a masfer/iif. mind mi
sometime)* make itsclffelt over the whole of a large hn»i,m.

ereu when owned in joint utock ; farf/efi/ through itx iufiwm.
on nrll-chosen chiefs of ilepartments.

The position (if an able man, conducting a business which h.

owns, is very strong in industries in which almost the niiixiiiniii.

of efficiency can be attained by a comparatively small capital:

which are constantly changing their form ; which rnjuir^

restless care and initiative: and in which the selection uf th

right man for any post of responsibility is too critical -wa

difficult a task to be performed adequately by sjilaried officiiik

A business owned by one man seldom offers scope fur qtiitv

the highest forms of organization. But under mo<iem con-

ditions, and especially in the New World, a man of exccpti ina;

genius may build up so large a business, while he is still ic

the prime of life, that it becomes an organic whole, imr-

complete, more carefully organized, and more efficient than;tLv

which could have been created, before steam and electricitvana

large mobile stocks of capital had quickened the growth ot jiva!

enterprises. All its various departments are coonlinatt^J

means are nicely adapted to ends : and human cajiaciiits ar-

adjusted by sympathetic insight to their several tasks. Unlv

a little of this harmony is sacrificed, and fresh strength i'

generally gained, when the head of a business takes to hiiiwl!

fitting partners : and even when the partnership is tumwj int'

a joint stock company with limited liability, with the under-

standing that its shares are not to be put on the market k:

to be held by those who are actually conducting its atifiU^

Under favourable conditions such a business ma\ flounsh ! r

many years, as is shown by much experience in England ffi

other Wostej-n countries. 80 long as the men who hav. tuai-

it remain at the helm, it is likely to retain nearly a!! :h-

energy and resource of individual management, coinbine<i »;;

greater breadth anil solidity. For such men are able t- dtfii-

freely each question on its merits. They can boldly inv-^-

large sums in improvements, the injportance of which is n

:

obvious to the onlooker, but which will bear rich fru: ::

due time. They can throw away plant that is almost new ::
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more efficient plant has just been invented ; for they are in no ii, x, 6.

fear of the censure of shareholders, who cannot undfirst^and

either the merits of the new plant, or the conditions which

made the purchase of the abandoned plant reasonable at the

time'.

But this brings us back to the difKculty suggested at the

beginning of Section 2, that continuity (^f policy, and unity of

purpose are not always to be had on a Board (jf Directors

;

especially in a business, which can get but little guidance from

tradition. In fact, a joint stock company, when exceptionally

progressive, generally shows the impress of an individual mind

and character. This is marked in the railway history of England :

and in America the president of a railway system of some

ten thousand miles, esj)ecially if he and his friends hold a

considerable part of its stock, may fashion the railway, and

rven to .some extent the district which it servi^s, largely on his

uwn iiRKlel. But after all, the main work of a railway is re-

latively uniform and amenable to routine methfxJs: it may flourish

if that i.s well done, even though its minor departments are

not highly efficient. The difficulties of centralized administra-

tiim arc greater in vast manufacturing undertakings'.

The creation of vast businesses involves great risks unless

there be good reason to expect that men competent to

manage them will be forthcoming. It is often assumed
that they are sure to be forthcoming : but historj- gives little

support to this belief. " There are many who can manage
a million dollars, few who can manage ten million, and next

' This arranRement may be adopted in order to enable some memberfl of a
partnership, or small company, to retire from active participation iu the business
and to limit their risks to their holdings :—a plan which may work well if the
active mem'oers are stion;;, and the passive members give tliom a free hand.

' SoDietimes the inevitable difficulties of vast size are increased by making
provision for the heads of secondary businesses which have been absorbed in
order to strengthen the strategical positiun of a great amalgamation.

Centralized administration of railways has always owed much to the
lelttrrapliic communication which the eiigenciea of the traffic require to be
maintained even with the smjiUest station. But the telephone is more efficient
than the telc^'raph in enabling the chief to read the character of his subord; :ates,
and it is lending its aid in a special degree to scattered branches of a manufacturing
Usiness. It enables, for instance, the chief chemist to be largely responsible
tor the chemical side of the work of the branches : this promotes order and

.' *^ "fr. iri=tsm.c. bill itiay wcitfcen trie cnaractcr of nis assistants.
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36-1. HUSINESS ORGANIZATION : THE PERSONAL ELEMENT

II. X. <;. to nont' who can luanajn- fifty million. The mere work ,!

ccntnilizt'd administration puts a ta.x on the; brains of men wh
are acnustomed to a .smalliT range of duties, which very i'vw fini

themselves able to bear'."

' HiiiUey, TItr Kdiicalion of the Anurnuiii Citi-.ai, p. 42. Evid.'iirr i,.

ainiilai vflwX was Kivcn before the Industrial Coiiiinission b> eminent piu,„uu

'

of tho tendenry toward.s industrial eonsul'dation. Mr Flint, an antlioriiv"
almost unrivallttl experience, admitted tliat a consolidation, that can l,e wnrt.i
efficiently by "an inteilectiial giant," may be in j nt danger in tlie lian!; -

anyone else (/i(7<iir^ (./• /((,/i/,N(n,i/ C'ommini/ow, vol. xiii. p. 84). In tlit V„r'

America,, Ucvieu-, May, 1001, he said : "Had A. T. Stewart been a meniber!'
an industrial combination at the time of his death, of which conibiuatinj
John Wanaraaker liad also been a member, the business of A. T. Stewart ,v C
would never have declined." But this takes no account of the cliaiae tha

Wanamaker's fnll faculties might not have developed under sucli condition?"
Mr Schwab, who was then President of the United States Steel Corporaiii-

told the Commission that the limit of a single man's power of ccintrollir; ,

great concern had not been reached: but he admitted that " it is a ni:itter of L-
greatest difficulty today to hire administrative ability sufficient to run a cone, -.

without loss." And, so far from laying great stress on the econoniv of iinitfi

administration in a very large business, he '• was careful to throw tii<- who.

responsibility for the lesults and the manufacture upon tlie siibtidiar.

organizations." He thought it better in the long run to put tliree roiiii;,

under the independent controls of three men, than to put all under that of tl.t

ablest. He set the three to rival one another ; and thus in effect supporttd Ui
principle of competition against that of monopoly. He de.sciibed thi> US
Steel Corporation as "largely a clearing hous- for information" between the

presidents of the subsidiary companies. Each is allowed to make bareaic-

freely with the others
: and " each company is so interested in its own buMtv

that it is hard to get them to make bargains, each wants to drive so cioit ,

bargain with the other." But of coarse all are ultimately controlled by ti.

power, which the possession of the majority of the shares in each subsiiiiarv

company gives to the central administration, of displacing at the next annc.
meeting any director or other officer who does not fall in witli t!ie ivntri

policy: ami Mr Schwab told the Commission that Mr Carneizie haJstirteJr-
forming a separate company for each branch of his business, while he himjeif ::

course retained a controlling interest in each, corresponding to tliat which ^

held by the central administration of the U.S. Steel Corpoiation: but at.::;

Mr Carnegie fused all these companips into one ; becau.-e he con-iJfre.l it «
not for the good of the whole that those iu (say) the coke departmpiit -hLuiJ

have their own special infrests t(j look after, when a contract wa.- bcir.

arranged between it and (say) the steel department, ilb up i'i3 l-'O— .^, a:;

463.)
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CHAPTER XI

BUSINESS ORGANIZATION
: APPLICATIOxXS OF

SCIENTIFIC METHOD

1. MovenientstotmrdstJu> general aj>pUcationofHelentiJic n, x., i.

mthods in business administration icere pioneered by stmlies
ofcost-accounts.

We have seen how mwlem industry is compelled to make
increasing use of the results obtained by professional students
of science

;
and even to set up great laboratories for the intensive

study of ixarticular scientific problems, which lie in the course
f its higher developments. We are now to consider recent
4'velopments of an old tendency to apply scientific methods to
the orgiinization and administration of business as a whole. The
tendency to the use of systematic analysis as an engine of
business, first attracted general attention as the result of dis-
satisfaction with the crudity of customary methods of making
up "cost-aco.ints"; that is, accounts which claim to show the
total charges to be attributed to each particular class of product.
Incidentally progress was made in the easier task of enabling the
.iccounts of a large business to act as a substitute for the eye of
the master of a small business, in regard to the prevention
"I waste.

Absolutely exact cost-accounting would of course ivc^uire
'hat the path of each element of material, on its way to
becoming a finished pro.luct, be traced sufficiently to show' how
""•ch of It was embodied in the product, how much was
''Msuined in the process, and how much was wasted .,r
"th.nvs,. Inst, and so on. In urdina.y practic.. such matters
'^•ot course not set out fully in the accounts; but foremen

-tn.r oihcors are intrusted to see that material is not
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866 BUSINESS ORGANIZATION BY SCIENTIFIC METHOD

II, XI, 1. wiisted, and that the ojxjnvtives give a fair retuni tor tact

hour's wages. Such checks jw are applied are coimnonli

rather general in chai-acter. ExjK'rience is trusted to shin

alxjut how much consumption of material, and expenditun .,!

labour is re(}uirod for a given output of any kind : a ceriain

normal allowance is made for wastage ; and any considir-

able excess can be met by a special inquiry. Also, wh.n

several works in the same ownership are fngaged on th'

same process of manufacture, the supreme control can inter

from a comparison of their accounts, which of them is tlu' mnv

economically and efficiently managed : such compiirisons tinJ

to strengthen large aggregations of business on a side „i

which they are apt to be weak. For indeed the personal nhstr-

vations, and the instinctive judgments on matters of dita),

which are within the competency of a small master " whuMM\.

is everywhere," are chief sources of his strength. Thev uniibi

him with but little efiort or outlay to exercise so ctiVctiv'

a check on sluggishness and wfiste, that a large biisint*

conducted on traditional lines, cannot attain to it even by lavish

expenditure'.

In a large business the vigilance of trusty officials niav tumi.<h

an a(lequate sjifeguard against some wastes : but there are inanv

for which no check seems possible except that furnished k

a comparison of written records of the various sides nf eiic::

transiiction. This is one of the tasks of the science of accounting;

' Tliis fact was impressed on me in one of tlie tours which I made forijiffiv

in the manufacturing districts of Kngland and bome otlier countiics. I nut

record the extreme instance of the owner of a locli factory, empiovin^' oui'

thirty hands. I was directed to him as one whose goods were of liii!li qiiahtv

and commanded a price somewhat above the average. His method nf workin:

without any clerks, and with hut few written accounts, was instructive. H.-

materials were all under lock ; and the keys were never out of his control, es»:

.hnn he left them with his sister during his absence from home. Hf L-avt u;

o each mivn from time to time such material as was appropriate; iind hf kn-i

without consulting books whether the man made good use of it. He knew ic.-

partly by general reasoning, and partly by observation: for in constant i>rf-tr,ir

amung the men, he had learnt to measure narrowly the skill, dilis-'cua, j-i

nient and carefulness of each. He kn(!W, witliout any aid from records alia ;

exactly what each thing produced in his factory had cost him, and therefof

what rate of piotits he was nmkiiig on each class of his work : for, liis uorktifir:

all of one liind, he could frame his estimates of indirect outlay on choIi taski'

mt ans r.f hi- kn-iwledgc "f the dirrft rv.ulay .-n it.
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which hiis received a very high develnprnont during the last few u, „, i.

generations. But it« finest work is too laborious, intrjcate, and
costly to be appropriate to any but very strong businesses: and

in fact the check, which accountants exert on waste, has often

been limited to ascertaining^ that tht' entries made in a broad

statement of one side of the work of a business corresiKiiid to

those made in a similar broad statement of another side. Even
now they often merely apply a few broad rules, which ri'present

broad results fairly well, while making no pretence of being

iwiapted closely to the special circumstances of each individual

case.

(Jradually however increasing attention has l)een paid to the

actual extent to which each process of production luw laid under
lontribution, directly or indirectly, the several material resources

and human energies belonging to thi' business: and, in .so far ;i.s

this is (lone, opportunity is afforded for ascertaining which of its

elements have yielded the best results, an<l where there has been
any waste. It is tl>r instance ascertained how nuich u.se was
made tliiring the production in (|uestion of each clas.s of plant

:

iieeount is taken of the cost of that plant, its wear and tear, it.^^

consumption of power ; and in soiue cases even of its liability to

rapid depreciation, in consequence of the dependence of the

•lemaiid for its services on evanescent fashions, etc. Similarly

the charges to be set against any particidar product on account
of storage accommodation, and expenses of internal movement,
are specially examined, in CMses in which these charges are
likely ti) be exceptionally light or exceptionally heavy : for it is

"bvious that goods which occupy little space, but demand much
high gnide labour, are easily marketed and are made of expen-
sive material, ought to be charged on the.se accounts at a low
rate relatively to their prime co.sts ; while a high rate is appro-
priate to things which have the opposite characteristics. A^aiii
an hours work of a machine for which there is but little appro-
priate work must be charged more highly than that of a inachitie

which is seldom idle: machines, that do littl.' work, are often
'n^'aged .in things that are not in general demand; therefore
>''I1 slowly; and have high traders costs ;.n the ttirnover: .uid
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:}6« BUSINESS OKUANIZATION BY SOIENTIKIC METHOD

II, \i, -'. 2. A general cieir of the ainvt and metfuHfn of On mur*-

ment tliat goes hif the title, "Scientific Management."

A littlo while !ij,'() no one would have b«en lik.'ly to Hiii:;j,'i>t

that it would be proHtablo to ki'ip elfiborate records of iv.rv

detail of the e.\j)eiiditiire of material and labour in a tJict.n

with a large and various output. But a scheme has U^n

already brought into operation on a considerable sculi- in

America, under which it is claimed that such records ar<

obtained as by-products of a movement for applying tu th'

mental work of business those general meth(Kls of ixtnin.

subdivision and specialization of labour, which have gnath

increased the aggregate efficiency of manual labour'.

Its chief originator was the late F. W. Taylor: it wi-

developed, with some variations from the original plan, hv

Mr Emerson, Mr Gantt and others; and it has now a jKiwiTtii!

band of constructive advocates. It floes not claim to set up

a science of business : that is not yet in sight, anil perhaps i;

is unattainable. But it has in great mesisure made g(v*\ it<

claim to carry the application of scientific methods to the bioailT

problems of business, much further than they had been carnfi

before. Many of its chief proposals have been ap[)liei| by able

business men in pjist titues, and especially in recent dcGwIfs

but it hiis given them such coherence, and power of progii'ssiiv

development by aid of organized records, that it seems likilyt"

influence economic advance on many sides; even t liough it may

be found that soine of its claims are pitched too Ugh, and that

.some others are oppo.sed by too strong drifts of opinion m\\

.sentiment, especially among British operatives, to be likrly t"

meet with genera! acceptance in the near future.

The present Volume is cimcemed chiefly with the l)u>iii'v

point of view of industry and trade: but <^heir human uspit:

must be made prominent in the present chapter. For Scieiititi:

Management is in the main a method of redistributing .mi

reorganizing the functions and the mutual relations of iiic

personnel of a great business, with the purpo.se uf incr'-a-ii:.'

aggregate efficiency by narrowing the range of responsibility ut

' Some e,\planation on this siiljject i.s given at the end of the follo»in;

Section.
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most of its employees, ;in<l bringinjf curefiil studies to bear 11. n. 8.

Hfl the instnictions given in reganl to the simplest manual
iiptTations.

The chief outward token of the new plan is the elaboration

uf a Hystem of cards so full, and so carefully organized that the
central control shall have a fi. • '^asis for arranging the deUiils

of its work. Other cards, partly »1 aplicates of canls which remain
with the central control, piss downwards through heads and
subheads of departments, and minor officials ; while some reach
the manual operative. They cover very many details, of which
nu record had been kept previously even in the most highly
organized bu.sinesses: but almost all of those details, which an
expert cost-accountant desires, are entered on some cIjxsscs of
them. It is claimed for instance that the canls, issued for the
purpose of insuring that each department and sub-department
shall be always stipplied with the material needed for uninter-
rupted work, afford automatically a basis for reckoning the
obligations under which a cost-accountant would need to put
them

;
and the special purposes of those obligations. Meanwhile

the canls, being passed from hand to hand, may discharge various
• xeeutivf functions in all departments of the business; whereas
tntries in ledgers, or on cards designed for exclusive use in the
"tiice, have a much narrower sphere of inHuence'.

3. The chief rettpomihllitif for the affairs of a great
bmitegs in Scientific Managenmit is intrusted to a Plan-
ning Department: and this, together with the higher control
mler which it worU, develops the organization of t/ie busi-
imH according to 'function" rather than "litie."

Thus one main drift of Scientific Management is towards
c'lncentnition, combined with specialization of control in regard
t" all matters that require thought and judgment: a second
main drift has its chief origin in studies of machine tools, and
"t the relative efficiencies of various manual operations. The

' Some ten.iency to underrate previous progresB can often be noted in a bold
strong new venture: and models of entries iu ledgers and other office records.
»bichsetmto anticipate some cards that are prominent in the new movement
1^'.^^ be noted m as old a book as FacUm, Account, (bv Garcke and Fells London
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870 BtJHINF-SS ORUANIZATION BY SCIENTIFIC METHOli

II, «, ;<. n«ult of" tho m'contl may bt> t'pituinizt'd in the phnwc thu

trwiitional mothotls of work, luiii fsp^'oially ot inaiiuiil wnrk

tiro " oxcollont wrvmitH, hut not ^o(m1 inaMterH." Thev are th.

hoirs of thf |iroj(n'.s«iv« (ixiKTifnci' of ages : and it wmild r.

f(H)liah t»> att^'inpt to bnihi up now inethixis without can- tirth-

iniuiy tint> ami Huhtle iniiicationH that aro latont in the >ii

But nt'vt'rth»'l<'HH th«? pronjotoPH of Scii-ntific Mana^cimiu hiu>

shown Konit' surprising instances of ccononiy of ctinri, nbtainw

by tho suggestions of an I'xjwrt in nn-chanical witncr
; and k

practice, working on the ImusIh of trmiitittnal methods of maims

work.

Thes*' two drifts, the one towards extreme subdivision >\

mental effort, and the other towai-ds the bringing of s|Hrwiiv

trained intelligence to bear in turning to account the tniditiona

methmls of ordinary labour, have issued almost neci ssiinly m .

pn)}H)sal to set up a " Planning Department " ; which has tht

duty of making provision for everv need of every ojH.'nitivf »h

will be called upm to contribute to any process of pnxiucti a

This proposal, though not the starting point of the uinvimrr.:

is the l)est starting point for a general descriptinn ol it,-

inHuence on business administration. The moveiiient i> :

(tffect a bold effort towards the progressive application ;

analysis, „bservation, ex{)eriment, and reason to a cl:is.<
•

problems which have until recently been in the hand> •! n-r

little addicted to analysis; and in which much virirm «

awaits, even in old countries, those who bring powerful mrthv-

of thought to bear on it. But America offers an except! r-

ally large scojh' for the movement : for her problems ar> l-it-'

and her artisans have less set habits and tnulitinn-' \:x

those of Britain, or even of Germany ; and her bu^inrss irr:

if loss sedulous students of science in the narr>wtr ?enx ;

the terra than those of Germany, have developed a ni're o
•

spicuous faculty for the application of laboratory and ".'-:

scientific methods to the larger problems of business ii<in.i>

t ration.

The movement has not escaped the danger of eNairc-ra':

:

by enthusiastic adherents : but its chief leaders n trir: t i-

a development on a large scale of certain well-known priDCtp.r^

They urge that progress has been most rapid, whin- t-xj-i.TJi:-
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in bulk hM been suppk.nu.ntc.l by w..||-c.,nHi.k.re.l exfK^rimmiU, ii „ ,,

in detail. Thfy lay ntn>»H on tho two factH that . v.-ry buHint-sH
has some pmbli-niH of atlininistmtion to solve, which an- iK-ciiliar
K) it. just a« it may have .Kjcanion U, iwe Home Hiwcial rnachin.m;
mi that moNt of its probh-niM have much in cojiimon with many
that have to b«' facer! in other busincHSffs'.

Th.. exiKoncios of an army in the field rerjuire that c.,m-
plete authority be ffiven to every otticer, connn.sHioned or
non-conimiHsioned, in reganl to all .loubtful matter, nn U,
which no instructi<.ns from a hijjher authority are available on
thi' spot. But the or>?anization of the army as a whole, in pre-
pration for war and in war. is committed to a lar^e staff
coMi.stinj? of many departments each specialized on a .listinct
tandum. under a supreme c(,ntr.,l. Traditionary business
:irrangen.ents. it is urged, follow the order of "line organization

"

m which each one receives all his instructions from the same
.^uiH-Tior; though the exigencies of a cai,.i«iign, out of which
thisor.ieraro.se. have .seldom any existence in a compact business
h.wev.T large: "staff" or "functional" organization is more
erticu^nt under favourabl,^ conditions, such as are often found
in large businesses. The particular details of staff or-ani-
tinn must vary from one industry to another. But the
'ndfrlying principle applies to all : and we may with -. -

vanuge follow Taylor in taking large engineering works
.^s r,.pre.sentative of conditions in which the advantages of
Vvntifac Management carry furthest.

On hi.s plan the central office under the immediate direction
ot th.. h,.ad of the business (practically the old counting house
mirrangod) deals with questions of general ix.licy, especially in
r'?arri to sales: as. e.g., what things to make for stock, what

i JJTf['^"
"""'''°'' °' '*'" """' ''^'""^ have i.:deed broa,.ht it nr.ler the

f'l T V or-
°
T-^'"^":^'

P"'^»P« "^^'^ have al,o been «ome departures

--stn of':
°

"^r''
'" "" '''^^°=^' "- movement is one f.r the

..i!h h r, °''"''?"''' """"""^ hy ela.,tic methods; to the concoction of

I'-nght ou,Tn„Jh r^ '•'"' "'^"''°^« °' h''!' » generation Imve already

I th.oerl"fl:u" :•
^""^

'I
P''^'"^"""- to mitigate the severity with which

I i-«mot.„n".'were'at rtJir^TT "P!'*""^ """ '""ose from whom he took hi.,

^

" n were at tirst subordinated to the technical.
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372 BUHINEHN OROANIZATION BV SCIENTIFIO METHOD

II, XI. 8. <m\vrn havo to be acci-ptoij. ivnd m<> on : it proctjnm cost-cntimatM

by nit! of tht' lower cl«'|)artin«>nln, nnd infonnation an to prict«t<.

b»! obtaintd by «ale in iliflfi-ront markctH firom itx a^'ntK M.i

other Hourct'H. When it ha« decided that a oerUin thini? i»!

b«' made in any <|iiantity, the Kngineering and Draftini,' nm

or rooniM, develop their rough entimateH of (piantitiM. ami

prepire complete working drawings. All this is arconiiriK t.

cuslomnry routir.e: but under .Scientific Managem.'nl diUii-

are worked out in advance; jMirtly in order that workm,'

" inhtruction cards" iiuiy Iks prejMirod fur every oiK-nitivf.

These instruction cards rcpreHt-nt the coinbintd Wdrk d

several men in thi' department, »'ach of whom has his m:

function. One is a specialist on cutting tools, and the use ,1

siiile-rules in rc^ganl to speeds. Anothor knows the iKst am!

quickest motions to be iiwide in setting up the work an-:

removing it, etc. A third givi's the proper time for mi

eleir.ont of the work. All th. so details are written on a!!iDi!!e

card'. " A ticket made vip in the central planning depirtnur.!

when combined with the instruction can!, serves to plan the

work in advance; then it is used to contn)l ihe order of work

by being placed on the bulletin board....On this ticktt is

.staiiijK'd the time at which the work begins, and when it imk

It checks off the progress of the work on the rotite-Mher!

Then it goes to the accounting department, from which thr

man's pay is made up. It is then redistributed and furnish^

the labour cost of the particular operation on the cosl-sheW •:

the job. From cost-sheets similar to this are suminarizHJiii;

only the cost on all jobs, but department expenses and chargi^

which appear in each four-week piTiofl statement'-."

A little will be said in the next Section as to the mittirf
•

1 Tht! "iriBtiuction card," in an eiiginefriiiK shop, in^tructn "both!:'

executivp bosKss ami thf men in all the details of their work. It telMIri

briefly the general and detail drawing to refer to; the piece number iniiiit

cost order number to charge the work to; the special jigs, Hxtures, or W-i-

to use; where to start each cut, the exact depth of each eut and bow mi:;

cuts to take ; the speed and feed to be used for each cut ; and the liiae w:;s

which each operation must be finished." This description of cnurse r€fe^ 1-

work that is not of a rritine character. A few words on the cdrd fm&oi-

renard to familiar repeti .in work.

' See p. 126 of the lleport of a confereiKe on Scientific ilmagemt'nxmi

1911 at the Tuck School of administration and tinance.
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the .HMinomifs of nmniml offort which an- claim«M| ah remiltinx ii,«i, ».

from thi' application of an.ilyMiM, <x|KTim. iit and iiu'iuturfmcnt

^lnllntlloIl ojMTationH. A«miiiiitij^ thi>«> i-cot iiiiics to be highly

imp>rUnt, the following ginrral jximtiuns an- laid <lown ;
" If

|inicticabli' tho work of each man Hhi>iild ho conhncd to thti

|i.rf>rmanc.' of a ningl.' Ii>a<liiig iliity....AII iMissililf brain-work
should be nmoved from the whop and ccnti red in the planniHL'

.,r laying out de})jirtment, leaving for the forenien and gang
bodst'H work strictly executive m it.n nature.... Kaeh man niUMt

kirn how to give up his own particular way of doing things,

i».iij|it his methods to the man; new standards, and grow
accustomed to receiving and obeying directions covering details

l.irgi' and small, which in the f)a.st have been left to his

ui.iivhiual judgment....The high priced mechanic needs (even
inor.' than the cheap labourer) the cooi^-ration of men better

iducated than himself in finding the laws [approjjriate for guiding
hun in his wcik], and then in selecting, developing and training

hini to think in aceurdanee with these laws'."

In the new sysfei lu in the ..Id, orders sehinni g.) past
siibonlinate ' ficers : . h man receives them from someone
imm.'diately above him. Hut, whereas the o|)erative was und«'r
the ixiiusive direftiim and inHuence of a single foreman for

n-iirlyall purposes; uniler the new .system he lakes orders in

r..,Mr(l to different sides of his work from eight (or some oth. t
.•Hiisiderable number of) .specialized foremen, commonly called

l)o.s,s.'s." Kaeh boss acts as technical guide over a rather
n.irrow area for a large number of workmen : and therefore
hi- nlatioiis to each of them are .so slight and impersonal.

' *,. Tiivlor, sn.,p il,in„ii,-meut, pp. KS-lm) iinil ll:i; and Scienl,/ir
iluimii, mfiit, p. 97.

i:ni.™n« metliod diff.Ts from Taylor's mainly by niaintuiuinK ••linn'
(ffinanship a. far as p.iH.sihlo

: his "functional" .xperts are rWatively f.'w
ani fvrry fdrnuati or other officer in oacli lia.- ban acwsn to an aiipropriatt'
-51'rt ;ii (Mv dimculty

; the expert instrncts the Inw officer, who pa«H..s ou
;:»' m^trncu,,!,. Time alone can decide betwi'en the two. Tavlor's method
• ';u« to iiavr as yet the greater number of adherent.^: but vet it is said that
"!. t:i!l systvm u! tiinctiorial foreraaiiship has seldom l)een installed, and wlien
m-taile.l has in some measure yielded to a return of the ..„! m.litarv order
LW-Tcncs a.uoiis ti.e dystems of Taylor, (Jantt and Kme.son, tlie chief leaders
^fttwm.,M„i-„t, are imphoit in their vvritinKs; and are .set out in nninv books-
liirin,to,,....'e . I •> ... ,j

'
"" ';—-:.•, :.v.

; i^rtiry, .-.cii;;:./!.' .Iiana;iriiiriii (wiieie Uiere are som»
::UiTeitin„' personal details) ; and Hoxie, Scientijic M,iMj.ment and Lalmr.
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374 BUSINESS ORGANIZATION BY SCIENTIFIC METHOD

II, XI, 3. as to have little control over his general conduct. A special

" shop disciplinarian " is therefore invoked in case of his wrong-

doing. Such a system, when thoroughly set up, and worked bv

able and enthusiastic adherents, may not improbably turn th'-

existing faculties of the operative to the best account in tb^

production of material wealth. It is not irrelevant to remark

that international comparative statistics show the output p<r

head in engineering industries generally to be a great deal high' r

in America than anywhvjre else ; though it is true that much

of this difference is due to her extended use of standardized

mechanical processes. There is a notable excess in the hurst

power that aids each thousand operatives in America even

over that which prevails in Britain'.

In so far as the cards relate to payments for labour and

consumption of mateiial, they afford a direct check alway-

available against waste and other forms of leakage. In so far

as they can be used to show how much time of any particular

machine has been given to the job, they contribute to an

accurate estimate of the cost of each product ; on the assump-

tion that an hour's work of any machine is to be charged at th

same price to every class of product on which it is used^.

' The .'ihop disciplinarian •' sees that a complete record of each iniin's virt:-

or de''ects is kept." He has much to do with readjusting wa^es: and he shouli

be -'peace-maker" (Taylor, Shop Management, pp. 103—4; followiuK ulna;:

nous iceount of tlie functions of the seven other " bosses '). Mr C. Bertra-i

Thompson says that "the time study and instruction methods of Scientn

Management have increased the output of hand operatives from 10 per cent :

about 300 per cent., the majority of cases lying between tiO per cent. »M

100 per cent." {Q. J. ujE. Feb. 191-5, p. 278). But he points out timt tliesereBd;-

involved elaborate o'^anization : and the expense of that ort^anization mar have

outweighed the saviugs on the cost of manual labour in some cases. It may tt

added that the personal inrtuenoe of ahle exponents of the new system ihk

have counted for much.
- I'arkluirst, Applied Mitlnnis of Scientilic Mo'i'tijcmi'iit, j/oes into til.:

matter in some detail. The time clerk's card, aid'd with apjiropiiiite clock-,

shows the time wliieh each man (known by his number) is allov.ed (ora;c>i:

also the ti-iie. diiriuj; w'nioh he 's tu use a certain m;ieiune for it. The Ci'Stcle:!.:

sheets sh(w all materials re(|Misitioiied from stores cir mitside pun hn-e for!';-

job' iiiid also all charges actually made for labour spent on it.
• \11 t;ii.t

po.'.t.d iin the cunt sheets is distributed into a daily wage distiibutiv;i wos.

which iigrees with the similar entry made daily by the time clerk, so tlwt tK

time card coupons irom which thes! postings are made, are sure to :i(.rr »i:

the total on the man's time cards, as shown by the time clock. A liinit cf itr i

i:vi to escer'i r;:r h-;irs in tim-', or one do'lar in iiionev, or b"'*^. - '"•-— ''
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The planning department arranges that nothing shall go into ii, „, 4.

store or leave it without records, so made out as to check one
another automatically

: that material shall be ready for everv
job, and yet not be stored in excess ; that each job shall be
pressed forward according to its relative importance, that every
class of machine shall, as far as possible, be in fairly constant
employment

;
and, of course, that the total " rente "

traversed
by each product during manufacture shall be short and easy.
The men in the shop follow their instructions ; they are not
required to use any forethought, or any considerable discretion'.

Probably another generation must pass before experience
has taught how much of thi.s vast detail is worth what it costs :

and in particular how far it is expedient to use the instruction
cards iis a basis for exact accounts of all operations and their
C(.8ts. No doubt the same restless genius which has brought
.ScientiHc Management to its present high level of achievement
willimprove it progi-essively

; till all the more obvious criticisms
on its general scheme will have become obsolete''^.

4. Fn Scientific Management it is arranged that, asfar
as possible, each freqimMy recurring mannal operation
Ml be made the subject of elemental time studies conducted
mler favourable conditions bg higldy trained observers;
(lAo are to seek guidance from the traditional practice if
Mled operatives.

A movement making for large change is seldom both entirely
new, and very important. It is not likely to be very important
-•

.

uncrrect. cl per week " (ib. i G), Stress is laid on the fact tl.at the re-'orda of
.He stores clerk alfor,] an exact inventory up to date, without the cost and dis-
t-irbance of periodical stock-takings {ih. 3F and .^ A).

' A little may be added as to the work of the route clerk. He makes out a
>|-xt-«ork oniei' f„r ,^ac'. vuh-.c needed for any job : and in this he is guided
.^ecttoc,rt:.ln t^'chniciil consideratious) by the KeoK'.aphioal conveniences of

I

tne.,r.l«ot movement
; and by th, ext.nt to which the several machines hajip-nu '• Uisi. IniiTuuitiou on this last point is supplied to him bv tlie ..ni,.,.„f-

^

':.^clerK. h'.. is ,„, sent at the factory boar>i lueetiiv.s, so that he i.iav l.-iru
...•- rdative nnportaiiee of the diti, rent jobs, and briny the various parts tLrou«h
•'Y"""!"»"»i

ni the propyl time. All uext-work cards are ivceived bv hiin-
"'t t»... or, er, m winch lie aiiaiiKes them, decides tl,e order in which lac foiv-on t;ike tli, m oul and act on them. For further d.-tails, se,. J-Hvlir Sho,>run,,, pp. 110-120 : and Knoppel, /„«„//,„„ .y/;,/,,,,,, ,„,,,,„i,

'

Mr s'"n"'!!'!l
0-'-!^'""'""'°' ""' ''^ "'"'"' '" """' '''''''''"'"^- l-''" instance

yt.:!:iaiitaj v.nari u: a twciitictii ccutuiy Deparnjieut More "
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II, XI, 4. unless it has its roots in broad principles of human or materia!

nature : such broad principles have often suggested idii-,

which have been forgotten because they were not ripe, ui

because the time was not ripe for them. In a later age tha

are thought out anew, and attract general attention hy thwr

own strength and by the favour of circumstances. (Juo of th.

chief ideas of Scientific Management was worked out a considi-r-

able way by Rn.bbage in the middle of last century ; and, tir

good reasons, he took as his chief illustration the common tiM

of shovelling <^arth, which Taylor was to use for the sani

purpose later on'.

with some 4000 employees, shows seven managers of departments. Four !

tliese ttre specialized vertically on the line system. But the Mana^jorsof Staf,

of Systems, and of Expenses, arc functional, and are reaponsiblo for particu:ir

sides of the whole business. The duties of the last of these are delicate; br/-

to make ii'igRestiims for economy wherever lie can see room for it.

' Ba • age says :
" In taking a coraprehensivo view of ar.y subject, it ;i

very desirable to throw into the .?had<' all its minor points : hut, in I'Stirjiatin:

the consequences of any set of facts, there is another condition which mast r^

fulfilled, before we can arrive at accurate conclusions. If we arc about to nick:

a cause on account of its apparent insi'.-niticance, it is esxentinl that it shiKii

not be one of freciucnt recurrence." He remarked that the weaker of two men,

eugiiged on shovelling earth, could do more work than the stronger, proviJpJt>

had made a more careful study of his work, and had hit upon a bolter \ieii;hli;

earth to be raised st each stroke, a better number of .strokes to bo made mar

hour ; and bette,- weights, sizes and forms for liis shovel and his barrow. E:

further argues that, "if a labourer inconsiderately lift his shovel Imt an inch or

two more than is necessaiy to throw iis loail into his barrow, altlioDeh th

exertion of force is trivial in each instance, its repeated occurrence (luiinjjij'

whole day will produce at its conclusion a very sensible dilference either in

fatigue or in the amount of the work done. Napoleon is sai I to Imve remark'!

of Lajdace. when he was Minister of the Interior, that he was too mucli nccupiri

with considering /•'.< inliniment petitcf. To dwell upon small affairs, which ar^

isolated, is not tlie province of a statesman: but to intetrrate the effect of the;:

constant recurrence is worthy of the greatest." And he lays down clearly tcr

great maxim, wliicli has guided mo.st of the best work of stuiiints of economic-

as of other scicuce- :
•' Due of the most important processes in all inquiry .^:.'

divide the subji'Cl to be considered into as many (litTerent questions us it w:.l

admit of, and tlicn to examine each separately; or, in other wonl-^, to siipp-

that each single cause successively varies, while all the others remain cnstii:!

(See his little known. Thr E.'-p tsitioniif IHUl, pp. 3 and 4.) Mr Thomiisonja^tl'

rem:irks (Hcientijif Manai}emen!. p. (!) that, though the modern movcniit.tiott-

sanie directior. as Bahhage's tbouglit owes nothing directly to hira, yet
'"'

extension of spociahzai-ioti lijyond manual labour to mental labour, wh.eliiia:

the basis of the Taylor doctrines of functional foremanshi]) and the separation

01 planning from execution." was suggested in Bahbage's well known /.C'TOm

or iidniifiiciiiics. iieierence iias htvn made (above, p. 2H) to tiie fiiudauiciiU.

11
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A great deal haa been learnt as to what education can do U, xi, i.

and cannot do for the workman, since Babbage proposed that

improvement in such methods should be sought by education :

the workman must " when a boy have been taught to examine
separately " the details of his work. More is known now than
then as to the extent to which a thorough education of the masses
(if the people can contribute to industrial efficiency, as well as

to the elevation of life : but experience has also shown that
mere education cannot easily fit a man for such complex tasks

;is are demanded by the leaders of Scientific Management.
Moreover their judgment has perhaps been a iittle biassed by
the contrast between the intellectual agility of the class and
race to vvhich they belong, and the crude physical strength of
many of the manual workers whom they d.' ect. They therefore

propose to build thernselves on the foundation laid by tradition

ad the individual intelligence of the worker, but not to make
great demands u|x)n it.

Further they urge that the fallibility of tradition as a guide
is evidenced by the multitude, "fifty or a hundred," of traditional

methods of performing almost every manual operation : and that,

im the other hand, the fundamental accuracy of traditional

^niidance is shown by the facts that almost all traditional methods
conform to the rules that rhythmical movements are physio-

iJes of his famous chapter on " The division of [manual] labour "
: Iiis less known

I'Upter on "The division of mental labour" ends with a eulogy of the partial
-vstem of functional foremausliip which already prevailed in mines.

BabuatTf and Taylor were similar in other ways. Babbage spent much of
his life in workin? on his "Differential Machine," for mathematical calculations,
-probably the most marvellous mechanism ever devised : his analysis of the
cost of making pins is quoted in ii Report of a Committee of Aiuerican Engineers,
litl'i, reprinted by C. B. Thompson, I.e. pp. 171—2.

Taylor liaving been impressed by the haphazard adjustments of cutting tools,
:M thp machines in wliieh they were set to th. ir tasks, resolved to find general
iTincipies wiiich shouid govern the shape of the tool; aud also tlie rrlations
irtwifn tiie amount of power supplied to the drivini; tool, the rate of its
moyem^iit. the rate of feed of the material, the dei)th of the cut to be made
.imi so on. He claimed '- have connected these elements by mathematical
t'nnulae; which, when embodied in a set of four special slide-rules, yyiU enable
•n-mfmngartis.ans to obtain at once the adjustments most suitable for any
1

aiticiilar case. His expenses during the twenty-six vears spent on this task,
•1 the course of which he cut four hundred tons of metal into cliips, yyere
lifrayci by ten industrial o

.iistitied the outlay.
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BUSINESS ORGANIZATION BY SCIBNTIFIC METHOD

logically advantageous ; that economy of nervous stimulus is

attained by avoiding the use of large muscles when the work

can be done efficiently by small muscles ; and so on. They

have set themselves to " induce each workman to use his

bt!st endeavours, his hardest work, all his traditional knowledge.

his skill, his ingenuity and his goodwill—in a word, his ' initia-

tive,' so a« to yield the largest possible return'."

These general principles can be most easily apprehended by

a detailed instance : and none better can be taken than that of

shovelling ; which, as has just been .said, Babbage and Taylor

have alike recognized iis combining the advantages of iiiiniliarity.

definiteness, and a greater complexity of movement than i>

generally recognized.

Two first-class shovellers in a business,'that employed many,

were invited to work for two or three months, on the under-

standing that, while complying with instructions, they should

receive double their usual wages. A nian stood over thera all

day with a stop-watch ; so as to find out how mud hoy did in

a given time, with varying shovels and loads and p' liods of rt>:.

The bargain with them was that they were neither to hurry, n.r

to " sojdier," but just to go at their ordinary fair pace. Patii-n:

experiments ultimately brought out a standard weight o'

twenty-one pounds for ea'^h lift: a standard lifting movtmeni

in which the shovel rested on the left leg. and the weight of thr

body was thrown on the right arm so as to start the weight "t

the shovel upwards by its own fixil. Then the standanl was,"^

rate per ton raised was so adjusted that a first-rate man, nut

one of exceptional excellence, would earn when working I'n th-

new method nearly two dollars; that is about half a.s niiiiii

again as had been ordinarily received in the district for shovLlliii.'

work : but f<.r all that the use of the left leg us a fulcnnii d.«-

not seem to become general in shovelling.

After standards of the mode of handling the work, of ih-

amount done by a high-class shoveller, and of thi' p.iyim'nt t

'

it. had been thus settled ; the next step was ti> set up an "ttiiv,

ill whi'di three colkge men with their clerks and assistant-

Tavlfi 'iiniifit'tnpttt oil, lid M iinstorliertr. J'rjc'i"l"J'^

III liidustridl KJicii^iicy, also Bucher'a Arbeit iiiui lihijthinits.
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planned the work for each of the 500 workmen employed in il, n, 4.

the business, at least one day in advance. Each man in the

morning got a slip of paper telling him what shovel to get from

the store-room, and where to begin work ; while a second paper

told him what wage he had earned according to the new
standards. If that wage fell much below the standard wage,

n "eacher" Wiia sent to improve bis methods: if he wa.s

obstinate he was dismissed : if ho was weak, he was tried at

iiuother job. In the result the average earnings of those who
remained at the work were sixty per cent, higher than those

uf the earlier and less caiofully selected group had been: but
thf combined costs of the work and its organization had been
halved'.

The method of time studies is in the main unaltered when
A piirtieiilar job in an engineering workshop is the subject of
experiments. An intelligent and willing artisan is selected,

and a .specially qualified officer set to superintend him. The
job has been considered beforehand, and analysed into its

various elements. All necessary provision of appropriate
material, tools, etc., are ready to hand; so that h.' is not
required to make any movements save those which belong
nece.ssarily to the job, and is never held up for want of .my
requisite. He is induced to work hard, but not so hard as to
uvtrtire himself: for his output is wanted to be representative
ot that which can be maintained steadily by workmen generally;
provided, of course, they are supplied with the same standard
appliance.s and subsidiary care, as have been prepared for him.
k full record is made at each observation of all details ; such as
the.se(iuence of operations, the tools and their adjustments, and
the speeds, feeds, cuts, etc., employed : these may throughout
follow a standard

; or they may be varied from one experiment
t" another; the times being taken in everv case with a stop-
watch.

The superintending (•fficer has perhaps made many such
studies ut eleirientary motions or groups of motions in regard

'Further lietaiU will be found in Taylor's address to the Tuck Scbool
Lnfereuce, 191l>; and in liis Scientiric ihuiaonnnd, ei). 65-77 He "liai
nover m>;t a shovrl.contractor to '.vh^i^i it hiid
a tiiinj as a science ot shovelling."

11
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II, XI, 4. to similar work. He takes account of them, and of similar

studies recorded by others : and he looks at the physiologicai

and psychological elements of the whole, as well as at tiit

mechanical. Thus he is able from time to time to make sug-

gestions for changing the method of various movements and

perhaps their order: and he continues to experiment till ht.' can

no longer effect any further economy of effort'.

' When systematic stop-watcli obsurvationa of a number of miscillan^os!

jobs have been made, an almost incredibly large part of the workers' whole time

is found to be taken up with minor elementary operations, which are often h:\

little heedeil ; HUch as raising different things from floor to machine by hand ct

crane ; and again clamping with different sorts .)f clamps and bolts. Klempnti

times for such actions have very wide application, not only in almost every

worksuop, but also to many different classes of work in each. Mr Sanf.rd

E. Thompson, whose investigations formed the basis of the detailed accouiu J

time studies (Shop ilaiuigement, 119—158), reports later that there are •• instances

of dnt... taken in Philadelphia on the manufacture of one type of machinert

being used iu Boston for the manufiicture of an entirely different type " {.yourwl

of Political Economy, May, 1913, p. 3H0).

In these studies experiments are made as to the peri'>da of rest, whiol are

found most conducive to lasting efficiency in work which puts gieat strain ca

particular muscles or nerves. They sometimes extend to minute motion?, to-)

small to be recorded by an ordinary watch, but yet important in the a^gre-'ak

Mr Gilbreth applied to them "a motion-picture apparatus, including in the nej

of vision a large faced clock, the rapid movements of whose hands rtccrii nzC

ilivisions of a second. In the back-ground is a close net-work of fine lines." Ihe

result can be read with a magnifying glass ; so that, "even in the nimblest work,

an expert can detect false n^otiona, and tell the worker which of his varioas say'

of working are the most eflScieut."

As might be supposed, the practical applications of tais method in bu'iDtSj

are more interesting than important. But it has recently proveii of eictiie:;!

service in helping soldiers who have lost a limb, or are otherwise crippled. ;o

do industrial work. It enables many customary motions to be elinunat-J, and

others modified; so that, for instance, a man who had lost both liia arm- hii

been taught to drive a motor car safely at 100 miles an hour. (Times Enjtw-mi

.Supplement, December, lltl6.)

II HP I

I;. :H

p I



'^^.^^^.•^..^'^?r'^>)ty^r#'-yy/:;'^-..

CHAPTER XII

BUSINESS ORGANIZATION
: APPLICATIONS OF

SCIENTIFIC METHOD, CONTINUED

1. The principles of Scientific Management lead up to ii, xn, i.

a careful anah/»is, partly on lines which have long been
followed in some British and other industries, of tfie notion
implied in the term " a standard rate of wages." A claim
to be nvrkitig towards " absolute " standards.

The problems of remuneration of labour, so far as appro-
priate to this work, belong to its second Volume : but there
seems to be an advantage in making a few observations in the
present place on the attitude of Scientific Management towards
snine of them. Although the general tendency of the increase
of knowledge and the improvement of communications has been
1

1
f'aciliute contracts, yet the bargaining between employer and

employee as to the amount of work to be done, and the wage
to be {wid for it, has become in some respects less ea«y and less
free than formerly. An operative, who worked more strenuously
than was the custom, was always likely to be rebuked by his
shopmates. But now he is likely to be called to account at a
trade-union meeting, and incur grave censure : fo it is argued
that his example will tend to make a bad precedent, from the
operatives' point of view, in regard to the work expected to be
'i"ne tV.r a given wage throughout the district, and even bey.^nd.

Ihe method of payment by piece is preferred in most
industries by employers

; and, for various reasons, it is in-
Teasmgly tolerated, and even in some industries insisted upon by
•^mployees. But the spread of a uniform piece-rate throusho-.,
V large district introduces a new social discord : for affixed
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382 BUSINESS ORGANIZATION BY SCIENTIFIC METHOD

II, III, 1. mto of jwynu'iit tor work doiu! under vnr}'ing cniiHitioa.

yields a varying, and not a uniform, rate of renumeration l.^r i

given amount of gmnl work. In sonu; shopH the plant is th.

best att^iinable ; anil everj- provision is made for the n^iijar

supply to each artisiin of work to be done, and of the impl..

ments and materials which hi' needs; the piece-rate ritimr'^i

to enable a man to earn good wages in them is In,:

than in others, which arc ill managed. The alert einploy.r >

therefore liable to be held to piece-rates so high us td e:v.

him little or no reward for his enterprise and eniTcry i:

improvement which costs £100, might yield him a ntura :

j£200 if he were free to lower the piece-rate to a Kvcl wh: r.

enabled the same wage as before, or even a little above it, t > K

earned by tsqual exertions ; but, if he must pay the old piK-

rate, he may lose nearly the whole £100. The pres.>.nn' i i

standard {>iece-rate, without provision for standard condit; n-

hampers some of the best businesses. It retards ind'istr.i

progress in England and some other countries : in >p!t- :

the fact that with a uniform piece-rate the emplovtr, wh ^

plant and meth(xls are the best, «vn generally secun- an »i ^r

and stejvdier set of employees than the average.

America has sufferefl relatively little from this ji:in)0':Li:

evil. For her conditions change so rapidly that tixtil riir>

any i*<>rt have seldom a very strong footing: her etnpi-yerf .c-

specially alert and resolute; and— the chief cau.'^f of all—::

workers in her great industries, being of many races .a.

generally strangei-s to one another, have as yet but little cho :

These same conditions have aided the endeavour of tht- Ir.v:---

of Scientific Management to intnxfuce stiindard rates >'! nn..-

neration for work done under standard conditions : ano : ;;...r:-

{)rovision for increase of the payment, wherever the cii ;.:; :.-

tall short of the standard set for them.

And yet the most imp)rtAnt successes in the art iinni-:.:

"standard rates of jwy by piece," in this the only tri- -tnv :

the term, have their origin in dit^erent and nearly ;;'

circumstances. They are found in industries in which s.u >'

precisely the same task hiis long been p< torineti by ^^
thousands of workers in almost the same way. Esprt'ia:.y .:

the Lancashire cotton industry the standard piece-ratr :
^^.'^
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,s a true .standard rate : f.,r oxiK'ricnc.- h.w f^rwUmWy m-t up n, x.i 1

iinderstfindingH a« to tho iillowiinccs to b«, made in regard tn
both .|uantity and <juality of output for iwrtin.Iar .shortcomings
in plant, material or other elements. If an ojH;rative thinkn
that iasufficient allowance Ih made on these accounts in any
Kise, an official of his Trade-union i.s called to arbitrate, with or
without the presence of an official of the Employers' Federation
In many cases the judgment of the Trade-union official alone
is.iccepted

:
if both officials are summoned, they nearly always

a^ee, and their decision is adopted without d..mur. This
.standani is in no sense an " af)8(ilut.- " standarrl : it <loes no more
than to insure a fair approacl. to unifoniuty of remuneration
to e.|iinlly effici.'Ut workers in different factories. The .nt.'r-
prining employer is rewarrJed for his gorni rleeds, and .so is
the .skilful and energetic employee : there is an almost perfectly
l.vel rat., of real remuneration throughout each subdivision of
ihi' industry.

The method is excellent within its limitation.s. H.-ing ba.s.-d
.n the .xperience of the pist, it is not fullv applicable tn m-
d-istnes whose technique changes rapirlly. Anri of cour.s.- it .i-M^
Mtie towards answering the questions wheth.-r th.,- lev.-ls ar,-

••'luitable, ;is between various cla.ss.-s of thos.- interested, and
.^fK.cially between employers generally and employees gene-
rally

;
and whetb..- they are those best C'llculaU.l to pron.ot-

human well-bemg and to accelerate economic progress. Th..
"tily Mibstitutes for answers that are available practically
I'.rhap.- about th^ only substitutes for which human natur..
!' tully prepared m its present stage of evolution, are in the
arl,itranr...nt of conHict, actual or threatened, betwe.-n th.-
-rjan.z.d forces of employers on the one side and emplove.-s on
th.oth.r: the relative strengths of these forces being intlueneed
fr-m tun. to time by strategical .levies, and accidental
'"e..i.nt.s. But the controlling force in the background .s
-x^rc.s.d by the fact, that if profits in any industry- are abnor-
'^^lly I'Av relatively to the fticulties and th .^ipitalVcquired for
'^'Tking it ettieiently, employment wili <lwindle. and therefore
t^'-- .standard ot wages must come down : while conver.selv if that
"Undard fall., materially below the level of wa^.-s in ,xcia.ations

' 'uiiu;ir ditficuity and strain iploy( ere long be so

'h
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Htint<'<l of Iiihour, iw to have no HtmU-giral defence a^ainfit a

strike tor a rise in the HtJintlanl.

The stJintlani wajfe for each manual labour tiwk, which

Scientific Manajjement woiiltl set up, is in like manner liabl.

to be altered by changes in economic circumstances, which

may teml to strengthen or weaken the stratejfic force of

emjiloycrs and employed, whether organized or not. Nev.f.

theliss the standards towanl which S'-ientific Managcnii'nt i<

working have real, though very narrowly limited, cliiiiii!* to W

describeil :us in some degree " absolute." For, in the first plmv

its standard rates depend in a less degree, than do those rtivcb"!

by older nnthods, on specific customs relating to each [wirtu uLir

t4V«k ; and, in the second place, they claim to have a fuumii-

tion in the mechanics of elemental movenn-nts of the huiiiar.

binly, the meiu<uretuentH of which have 8t)nu'thing of that al -f

ness from irrelevant accidents, which belongs to labnrat^n

experiments. Let us look back a little.

2. Sii{f(j('»tiom< that very high ffHcienci/ of plant can U

obtained without ovemtraining the operative in eharge of it

by gnpplying him nnth high standard conditions of irork, ami

causing his remuneration for each job to increase with nm
increase In the speed of its per/orniancc.

Scientific Management approaches the problem of remun<n.-

tion for manual labour by the reflections that tinie-wagcs. pvr

no direct stimulus towards efficiency; and that piece-rate wui:e>

err by yielding the siime payment to two men, using »mS:c

plant for the same job; though one of them has lecupitdh;-

plant with it for a day and a half, and the other only l"r adw

It insists that the importance of setting up a direct cenmcii

:

between an operative's remuneration for a job and the .<h.irtn<t

of the time during which he keeps his plant oc nipied en it, tTi'.-

with the present rapid increase of the costly plant, fer which r-

is respimsible. Moreover the life of many kinds oi plant ubcx:

rapidly shortened : high-grade plant is seldom worn eut
:

:;•

jxiwer of work lasts longer than its claim to be the most eftciei:

of its kind, and the additional wear and tear caui^ed bv ktcpi:.:

it more fully at work is almost negligible. These iacu« x-

ii ;
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SI lEXTUIC MKTIIOI) CUIM.H KKKIOIENc V wiTimrrr sTUArs hh:

u-.n.s „( romunerat...... whicl. I.av.. aln.uly ...„..• vl,.- in
'

Kritiiin'.
'^

Bur S,.i..„tifie ManaK.-m<.„t danns that, .. cha„K.. ". th- ,n..|..
.. r..c.ko„,„jf r...n.nu.ratM.M dors „,.t .„(«,,..

: th.-r.. is n....,|...l u,
.«i.lmo,. a " sc.nt.H,. • n.s.:..rtai„,...Mt of ,h,. t,,.... u|.m-|. th- \„\,
r,..,,..n..s wh..,, ,,erF..rn.ed with Mt;uuianl pp.vis...,, ,.» a,......s,s.„i'

.

.ml by a workman of flur avraK.. ability. It th..,vfi,r,'
^rart.eHch probl..,,, of stan.lani vva^.. Hxati..,, hy arrarann. th.
-on-l.t.ons of tho o,H.rativ..'.s work .„ all ,|.,tails. and by ho i,.
^tnict.HK hnn a.s to his n.^tho.! of work that h,- .. abl,. to .H
-nor., out of h.s plant, without un.ln.. ,.Hort. than h- co„|,| oth.T-
W.S.; It .sot. as standanl tin..- by ob.s.rvation of th. work o,
.billing operative of fa,r, but not ..xceptional ability; it s.a.
rhe sta,.,|anl wag., which corrospon.lH to that standard ti,„.
..-H|,!,.al h.gh.r than that which the same ,„an would g-t if
..op n..hn tlu.ordi,K.ry way; and Hnally h increases the w^ig..
Mr he whole o. h.s job for every din.inut.on below the st.ndar.l

the „ne dunng which he deUun.s his plant on Ul It clai.ns
ln.t stamlanhzat.on of the conditions an.l .uoth.xls of work-cmvs ,he en.ployer against the rlanger of finding himself un-

-^l^- to k..ep any promise that he n.ay have- mado that the rate
renHUH-ration, when once settlo.l, shall no, be lowered unless
-medehnite change m fchni-jue, or the auxiliaries/or the

k.t>en,l oo,K]mons of the labour mark-t renders obsolete the
'->^ on wh.ch the standards were set up. Professor Hoxie
Investigator of Scientific Management for the I'nited States'

I

~,on on industrial relations -.massed a va^^ .,, .,
'"'--'•n on this and simil.. r subjects from operatives and

|4 li

Hi

r SI''

}"«al toward. J:Z^flTT T ' "7 f"'"""^^ ""'^ ""' '^^''^ '"

*'^*rHt,.. .,lTZt.f"' "'"''^^'^ conditions allow in effect for r..

':-'Parcha.ini;r.o....rof7n;'n.r"''
''''

'•="-^''i"-'''^<= "''an e-tablishci change in^PJrcha.inirpo..,r of money
W. 1. 1.
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11. III. a. .'mployorhi and h.- \\>M>* thai, tliiH claiiii ..1' ••inpl-.y. rs i. .„!

Htaiiliat«'<l, though many oIIktm an* not'.

TIh' l.mltTh nt til.' ni..MMii.iit ar-'finphafie in thoini-i-crti..!

that "slrfiiiioiiJintHH i-» tlir ..piMmilc of itticii'm-y "
:

it :i \m\ .

t.'m|tti"<i (savr in M.uir .•xc.pti.-nal .Mn.TK'iif.v) t<> Im' «tr. nn..u.

that prov.'s that thi' |.if|.anitinn t..r his work lias ben nm\,

,,.mt.', and h..i ..II th.' Ini.> a.l\.Hal.>(l l>y tli.' I.wI.in ..t th.

nii.v.'nu'nt. Tla y liav. iinicrd k""" iM.yi.nd nii.st ..tin r ".tml.ni.

ut ItiiHin.'HM aiiiiiiiii^tiatii.n, in tlirir M'.inl.-Ms applitati..iiH of th.

Ivaihin^s ot ad\aii I M.nd.Tn pin siolo^'v and psycli..l.i.4\ ;ist

th.' incrra.Hr ..t .rticifney which may ivniilt fn.m .ippi.^m'

rent, nlaxatiun. .iiiil aniii.'*' nt '.

Sonic <'pp"»iti. .11 t.. Ihc ..i.'V.iiiciit ha.s an«cn t'n.m tli. .:r

nc..iisn>.tion tli.n it pr..puH..>, |.. put >.ii;i-.at a >tiani ..n tlif v...''k.

;i.s t.. .xhaiist him in a few years. Tlw . inployci-. it i> ^iipp-:

may Hn.l lli^ a.lviiiitaKc in paying stn.n.!,' m.n highly tl.i tiin,:n.

his" .'xpciLsiv. plant t.. tin- l.cM account; hiit tli-' u.i;-

-

earned will really he at the est of their fiilnre .thci, ncy; m'

Ihat cist will fall on th.'in ; tor th.' .•niph.yer will iM.MUVihil.

haw tilled Iheir places hy others \vh..s.' tresi- str.n^'tli \v ^:.

shortly exhaust. There si-ems to b.' no tro.Ml grouii.i t. r 'h-

charge: ihongh. n.i doubt, some nngnarded phras. s a- it

real cheapness of tlu' .xcptioiially vig..r.iiis lal)..tir with «!'!

the new schem.- 1- to sHpjily the .n.ploy.'r are partly ivs|),,.,.;i

for the misundeist.iti.liiig .

It is admitted tha. i. -'.ant wl.Ai: ;in operativ. ctiir..;. .•

to have no r.si : but it is urged that the time, whi.ii 'M'

oti.ise management he ..Iten spends in jirraiiging f.r th. •!

' Ho^io, Seiiiildir Miiifi;i,'mi-iit mil /..i//..;, y. SI.

- Tlu'.v Imve chiiiiU't.'Usli"allv tiiiiiUiiU'il tli.' niiiiifiiuiU n.^ilw ^'ut :r 'J •

i^tudv ..r tl.i- strain involved duiiiiK e\er.v .seeon.l in wl.i.li ;. I;.:iv.v
;>

^--
:

'

cftirind t'.iev show timt i.i sach case^-, luaiiv v»T>'"l^ "' ruM ..•iiil.ir^i » -'

latl.er lal.i.i'niovinu-nts (luii.iK l.ss ti.an half tl..' worlani; .lav. i:av: !.• i"

iPMill. Au.l at:i.in tl.at .vluii pin iiH.n is iH^ini; Imn.llu.l (,'acii I'l-
«•:•'•-

<)•> ixiunils) a tirst-clas.'* workman can only lie iin.l.r loail »:i
I'

i ..n- =
day. Of oonrM', tlie lit'htor the load, the ^n-aLT tl..^ ,H-rc.'nt...;. v'. ih-. ^K-

«iiK'ii activilv i> i.dvantai,'..ous.
_

. I'n.haliiv ton nrcat ..t-.-s.- has ben laid .m the f.ict timl at l.,->iil.l:.- '

Works, under Mr Taylois niana^'emcnt. " the tasks weiv all i.',..i...-<.,v
n-Jr-

,r.^ that not nioie than one out of tive labomers (perhai'r
S.'VH

and its example has not been followed.

i{
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unua,... of th. uuMn work. i. to b,. «iven to keeping th.- n ... ...u.h.M. a w..rk
:
hn .K.„,«u,on .« „ot int....iH..,|, tho'/thHt

4 h.. plant...: th- vuhouh „,M.oiul.z..,l " Loh... .... to It that
h. Iu.s n...hmK ,.|H,. to ,|o. Str:i>n on ,h.. work-r is to I..
^h„n,„..l ...r l,u«„,..«« n.,i«o„.s, ..s W..II as l.,unan.turian an.J
h..avy w„rk ,.s to In. .i.-ne l.y ear, lully p.-k..,! „...„, ,ho can do

.[.I.n.,.rn.,.. U. th. work he ,h to ,|o, whe.her .t I heavy an"

- :

an.l h.. ,. to .lo ,.,. .,,h..,.. Th.. .ran.laH pne.. to, th..-rk H ,o be .v.Ma sueh a l..vel that a willn.,, ,L|. ,,„, ,,

-•••("-"""y; N.'. worker un.!,..- .tan.ianl eon.l.tln. w II .I ,

-'--;''•' ""'l-r.h..ol.| eo„.lit,on,s; though hi. ourp,.
™..l..,.al.lv l„w,.r than that wh.eh

..„...rK...| in th- sra, I n -
makiii>( .•v|...ri.M..nt,.N. S. far all srvms well

I^-" -l-.l.t. l,..,Mn to ri.,., when a.lv.K.at,.s of tl... ...w ohLt
h:n. thar no n..,n, can be fonn.l in it for any work.r who is no,-n.wha, h.Khly .n.low.l with n.anual cner,,y

; that a ..eat n r"—H.„t.| w.,Hc, .,hich u.e,| to b,. connnltt..,! to
'

.. t"I ''^-.en, . ,11 be absorbed by the Planning .l..part,n n ,

,

;;'-iyallrhen.aeh:ne.ofanen,n..eS„,U.;:y:^^^^

";." ''\ "'" "' :'"""- -'•l>- -<1 attauunents and

Men. Ihcs are, no doubt, justifi..d in .savi„., th.t th-
I -n. ,nan „„d..r,.tes ^..tly th. an.o„nt an.l tl' mX

ha «.ll progressively cable bin. to „.cn.,use that workh, ov....tra,n,^, hin.self But there seen, t b

:: ""
'""^"'^^'^^''- '-'^ '" -l-'-'- at th.. back of h

. u,„k o, rhos,. opc.rat.ves, who are not M.ark,.d out by

frWrica unshll,,! 1 i

' ''> '*'* "*I"'^"i' conditions ot

J

' '.nskill,.d labourers of ....hI phy.i,,,,,. ,,,„, „„„,„,..,„.

lavlor, Slioj) Man,„jemeiit, p. lOo,
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:?8H BUSINESS OIKIAXIZATION BY SCIEXTIKIC METHOD

II, xn, ;5 niitiiral intelli^^'nce an- educated in eeit.iiii narrow tasks; pn-h.

into work which used to be regarded as appropriate V> skill .i

artisans; and enabled often to earn very high wages at th^v

It is true that the ablest of the artisans, whose places mv th"-

tilled, are promoted to still more highly paid work as spc!.

"bosses," if not to yet more responsible posts; and that s(.ni.

the works, in which the system is fully developed, ha\c iinn,;.

put exceptionally great in proportion to the number nf th-;:

employees, and are making very large ad litions to the a^^^vp:

production and wealth of the country. These are great achieve-

ments : and yet we are bound to retiect that :he (rtiPt> :

taking away from the operative any duty, save that of cHrrviii.

out his instructions carefully, are not likely to be a!t(.j;rth

good.

The system has indeed been defended against tlir charv

of monotJny, by reference to the fact that the eii.lcavnur

work up to a high standard of output keeps the nuiui attiv.

But that sort of activity is not educativi' : it may even jin vc;-

vhe mind from getting the rest durin'r nionotonous work, whicr.

might tit it for taking part in thos- higher activities „t ni;M

and spirit, which used to belong almost e.^clusivrly to ;!i

dominant clas.ses and now belong to the entin' peoplr. I: ;•

true that leisurely walking is often an aid to thoutfht. pari,

because it is monotonous: but walking up a sttep hill nm.

a heavy load, though equally monotonous, is not coiulmiv. :

mentaf activity: and Scientific Management, though avei-s.;

strenuousness. re(iuires attention to be kept close to the W"ik

But yet there may be more force in some of the pleas ailvm.-'

in defence of the treatment of Libour under Scieiititic Maiw:'-

ment than appears at first sight: let us look moiv cl„srly ii.:

the miitter.

;{. Gcitfiol rdatlmis i;t Srleiififir MaiKii/cninit h Ih

rcmiinenttioit of mniimd labour mul to the ((diiorratd- rm-

trot o/mdiiniii/.

The movements which are cla.'-^.sed under the ii.iinc Scii!i::rr

Management had to overcome great obstacles. .Many >'"-

reasons and more prejudices in liivour of established nn'i'''

were urgeil ag;;iii^L i:;e!ii. li n-- hii-^j Fi-! -
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nbjfCtions had been answered to the satisfaction of thi^ uhjtctuis, n, v,,,
.j.

[iiogivsH would have been sh)w. 8tron<r ivsolution has been
:v,,l,.(i and lias threatened to brin<,r the niovfnient unrier thr
>usi)icii)P of autocratic tendency.

This dan,(rcr has indeed not bren mtirdy owrluoked :

the leaiin-s of the movement have thems,.lv.'s j;.,iiited '.-.it thai
th.scirntific estabb.: ^:.vf of standard ohincntal tinws, could
li. uiidritakeo <\ -M|)|My,r. r. ] employci ;ictint,r to!,'ether,

ihrnnijh jomt c< miiit-.'s, ur ..thrrwis,.. 'rndivide-l resl)onsi-
biiityand promj , r,. ...,.;•,•.!, e d-.-ision w.-re indei-d iiecessiry at
tiist: but, thouo-h they w,;: .;! vays facibtate progress in some
liiivftions. they are no longer necessary. There is no funda-
!iiiiit,il obstacle to their being so devxdoped as to meet all

•h' reasonable needs of working-men who are gregarious in

iii'nlt. with a bias towards collective action ; and who have but
iu^«leratc ability and but a moderate desire for hard work.

The dirticultiis in the way of a dcMnocratic adjustment of
-tandanls for the wages of work under standard conditions ar.'

iMivuver increased by the incessant changefulne.ss of methods
.1"! of plnnt. It has already been observed that the trouble is

!i"t rpvatly felt in the Lancashiri' cotton industry in which the
i-r .ducts are relatively uniform, and the plant ha.s been .settling
'Uu towards its present shape durinir a eentuiy. But in
inin^tries that are new, or are being rapidly tt-ansformed,
>t-mdanl cenditiMns must be incessantly changing : .and allow-
^^"s fer deviation fnmi them may {•robablv be demanded in s„

i

".;«iiv cases, that to deal with eich by democratic procedure
«ill. tor some time at least, be scarc.dy practicabl... It is to Ix'

p^Hinlvred that a chief ground for h.-lding the new method to
' --cipntitic ••

is that in such cases an estimate of the etfbrt
i'l'nivd f„r any piece of work can be based in p.art on previous
•'I'd-iip recrds of (d.MUental times : but this is a highly coni-
i''^ niatt t: and the organized removal of ,all need for t'he use

;
""I'^Hlu.d -iiscretion from the operative, which is a main

'"'•"' "t the moveUK^nt, is nut a good preparation for so
'«n?>nHy arduous a ta.k. Ther.. is however another side

i^'tli" in.uter; and we shall see that an alert workman may
^nd u„,l,.r Scientific Management censid.rable opp„rtunitie"s

•
Waanng insight uito admnu.strative probh.ms,"with which
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MiUl liUSINESS OlKJANIZAriOX HY SCIEXTIKIO METIIOM

II, xii, ;t. tlu' i)nli?i;\ry working-man is seldom much conccrnt'd, unlf'v>
j

Ih- in a cooporativi' or a copartnership factory'.

The leaders of Scii'Mtitic Management claim thar. ,.n th

balance, it de\elops the intelligence of the workers: thiit ;

"trains them mechanically as they were never trainrd Wtnr

energizes them intellectually, and extends their oppi.itumn..

for advancement ; and it gathers up and systematically triinii-,,:

to the workers all the traditional crait, knowledge aim] skill Hh;;-;

is being lost and destroyi'd under cuirent industrial im :h :-

They assiTt further that in fiict promotion is exceptioiiiillvriii:

under Scientific Management ; and that etticient njKnuiVr-

si'ldom move from under it except to take posts »i hii:r; r-

sjionsihility elsewhere. There is no iloubt that the Taylor >v-:,-i;

of renuin*'ration attracts workers of exceptional capacity, .r.:

delibi'rately penalizes those who are incompetent : aiiil !!:• >

ne reason to tjuestion the statement that promotion i^ ro:

under it. But tnidc-unions assert that " it looks on tlv w rkv

a^ a more instrument of j)roduction, and does ii.it in: :

develo]) general or !<>ng time etficiency "'
: and tiir tr •;. ••::..•

grateful for its su])plying them with the (|uintes.st iki : r.

exjK'rieiice of the ablest workers; they complain that it •:!;

to gather up and transfer to the management all th'- Ta.!;:. n,

knowledge, the judgment and the skill, and niiinMji..li2/. -r

initia" \e of the worker in connection with the w.iik. T:-

claim also that it greatly increases the number of un]>r -i .:;.

workers '; i.i'. those engaged in clerical woik. and I'tt. n -;—:

out of the workers vast overhead charges.

' riof.~.iOi- I'lrson, tlie Director of the Tuck Sclio.i!. : '.i • :• A:: i

Econoimc Association; "It is possible t) conceive of t!>, t:;..- ^r...

manas-'enieLt of a Ini-iiiiss iinJ a lio;irl from tlie union sIkiU !o.-,i .: ..a£-

time stiiiiies. mI the ti^l;. and lioterminc the .iilferentii! rati ;
....; ::>. ;;

hoaril turn to tlu memi.ers of tlie union, and sny, • Tii.- '..(• .- ,^-;

aecorJin;; to your lesjuctive .ibilities.' Under scientir'i'- ::ii;. ..-•.:.:::

element of trouble in the bar;:;siinin;-' between innnag'^meut lin i lib .r. s .i:'.

knowledge of the facts, would be ab-ent. Scientific nian.ij' ;u<:.t clt-.-ti :

with txtraordinarv exactness the fact- of iiroihiction under aii" -':>> r. ." . :.
:

Labour when it knows the facts i~ reasonable." But r.-prist in .:.•? .: s

are not to be ^ilti^^led that Scientific Management acteil fully uj I ::- ;.;

of juittin^: no nnreasonable pressure on tlie operatives. Set- ::': ir;-'.*:.'- ^

contributions of Mr Tobin on behalf of the Boot and Shoe \V. -ifr-
-

'

pp. ".'04— 'i;iS. See also the discussion of Scientific Manat'ement .•: '.':
i. i- - '

iuiliaiiVc pullishcu f-r ibc St-ciu-lueicai Suciciy ::: 1915.



INFLUENCES OK SCIKN'TIKK; MANAGKMKNT ON THE VVOKKER

Oil the uthiT hiiml, Icjulcrs of thf iiicn.tiicnt claim that it

I.HS iiway with the need, under which manual workers have

l)r.'\ioiisIy lain, for the siifijiort of collective bargain in j,' in rejrard

Mthi'i; rmineritioii. }5iit this is not admitted by the trade-

ininns ,ind the careful investigation of Prof Hoxie |)oints to

•hf njiitlusion that " eveii where the employers have no sjx'cial

mti'cratic tendencies... the workers have no real voice" in the

Lomlitions of their employment ; and that " with rare exceptions

l.iiKicrdcy under scientific management docs not and cannot

•xist apart from unionism and collective bargaining'."

4. Thonijh the innjt sffHtemn of Sdcntifir Mditiujenienl

ifa-i .iiniill Hi-op)' for mlhctii-v nrjion hj/ cmploifpoi, itn open
mtthoils i>f phuiuinij nmij do n little toininlnjittinii mnuiml
iroihrsfiir Ihr reHiumMbilitleH of (kmocratic eo»trol.

In liritain, though not in an e.pial degn.-e in Amc'rica, in-

^histria! tniditioiis are ijowerful. Class eoiisci.)Usness is cheTished
by til. initnuiil worker with an almost n-ligioiis f.Tvoiir, \vhi(;li

<.'ui„iii,ii;.|, n'-p,-.jt; even though a mon- pem-tratiiig knowledge
-I thi- .|Uf:.tions at i>suc might often convinc- him that a claitii

!iiu(l.- Mil him in the name of duty to his class, is not trulv in

.hr intc.T.st ev.ri of that class. It s.-i-m> therefore prol,able

that. w'liK- Britain may d.-riv.- great and almost unmixed gain'-

ir-ni t!„- technical adjustment of .-ach worker'- plant, mrthcKJ^
•it w..rk, and auxiliary conditions h> th./ higli.-t .-tandanl which
Sck-ntitic Manag(/iiit,nt cm d-vi-.- : y,,r adjustments. .fa, standard

t..\.,:. :.,-. p. ho. The abov.- .i- -criptl-jii r-lMf- in.iinlv to tiie Tavlo,
•;^>';!: :r.iri, -viuch tl,.. Gantt .y-t.-m ..iiT..r:^ liul-;. M. Km^rvj!!--. att.tu L i-
a. r- -;.:ij;.i:h,.:i,: tiian iHvloi'.-; but .-v. n I'lo-'. Hoxi.'4 oateful conipunson ,,i

jp. l.'>2-li;>; !,,;,.,< .:„„.. m.'itt. r- .i;j-c-nv. Kmer-.f>n -ay- in ie.;.!

'"'.';"/' '^"•' '" '" '"":r [witn .-tahfiam pi,>!i' ami ,ubM.iiary
ii!-. !» liir i.i-itii,;r tilt: iiKiu ii..r tiifr empl"-, i.T t . .i-r.-niune. It i- a-

vchiii il , , rub:e:ii as ..ikulatiu.' an .,-,jii[.s. . Ti.f .i..;,r.- of .i,,- wurk^r ii, thf-
:,r:. a- -t-f tlidtii,.>- iucrea.^s. .. a pr.,!-,- subjM;t i,, baivaii..n-" . iV/:
^j'"' ' '•':'"' ^•!""-'-

V- 1"-- A,Ki, t,;nu.;h !,. 1. -, ,1 alw.ivs coi,-,stoiit (^e..
'."X,v. j,. 1..:,. It ...,a. tha: :.,: I- in lar-,- r.:,-as ii- : .l^raLt ,',f tra.i.--iini..ii
o/)^ri:i,n^.a t.,^ bar-ainiiiK: a, f. which tiier^ ;, ^inat dilCcuitv u.:ri„
"-f'.'.t.- Mjr.a-.iiiHnt. evMi witii t!.e b' st mtPntiuL . T]„- In:
profo*^ t,, •.vtlc^me it: b.jt a-serts tliat it mak.-^
-&dt uni.

irnin-'-::i.

-y-ttiji

tivf barv'aiii;ng an '

uni.^hi-m unnece-sary as mean.s ufprurecti.jn to the w.,rk.-rs ((.') p 147,
»iiilt tee up.i.jn, .assert that it "mak-;- oUective barirainmL; pra.-tiealiv in!-

. p. 177,.'

II, XII, 4.
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392 BUSINESS ORCANIZATION HV SCIEXTIFir METHOD

II, XII, 4. task and a staiulanl wage can seldom be satistiictorily arrati;;..:

by eniployors ali>nf. Rcpicscntiitivcs of tlu' manual wurk

n\iist, as a ruk', bo ablr to take j);
• them. This coopni:!,;

maybe t'aL-ilitated l)y the pifscn iiieiit tuwards thr sittin.

up of joint cornmitteis uf eni) ,ri> md em])loyfd f,,r , ui

industry as a whole ; for each important bramh of it; aiiil, i;

appro])riati' eases, for individual uorks. Such io<ipiiati,,!i ;•

lik(>ly to be the more etfective, the more the worki'is u!uli'i>t,iiii;

that, though the immeiliate interest of any particular class i;

workers may point towards easy-going methods uf prodmti.in

the working classes as a body have a very strong interest in ih>

efficiency of those businesses, to which the methods of sciriititii

production are most likely to be applied. Let lis look iiitothi-

The growing power and intelligence of th(> manual lahni;:

classes g(j far towards overcoming the difficidty, which evcn-ii.-

has in some degree when he attempts to measure the abiliti.-

of men who are abler than he is. This difficidty has hinilcn i

the progress of cooperative pnxluctiun and of ])rfitit shaiiii^

though both of tho.se great movements have helped towiini-

a general understanding of the dependence of indu.strial pioinv^

011 the pro\ision of expensive plant by private capital : thcStu'.

has been ii borrower of capital , and is not likely soon to hi alii-

to provide it for ordinary business. Therefore considerable rm:

may be given to Scientific Management for the coutribiiti':!-

small though it may be—which its methods make tnwaii:-

enabling a thoughtful manual worker to form some sort "t in

dependent Judgment on the course of a business, in which hi ;-

employed.

In works, which are organized on the ordinary \i\m\. ilv-

maiuial worker is seldom in a position to read the inotiviM:

those who issue orders .itfectini' his work; for the il

of the operations is not conspicuous. l!uL under .'>r!riiiif:

.Management organized planning is done in the o])en .uid n:'.'!

prominent by series of "instruction cards"; i-acli of whi'i:

whenever it comes into thi' hamls of ,a thoughtful man. iii»

suggest to him something of rhe purjio.ses and methods dl'tli"-

who have eonstructe(l it. Comparisons of different sets niawl-

may further suggest comparisons of the abilities of different >''

of officials ; and, in tiusc jind similiir ways, sotuc siii.-ih in-;;'



SCIEXTU^K MAXACEMKNT AM) DEMOCRATir CONTROL .S9.S

ii.t.i the hi<(li.r probloms of ;i(liiiinistrfition may be gained, by 11, xn, i.

;,ii| (if thf tiionnighnesH with which plaiiiiiiig in all its branches
:-. woikcil .,!it and made manifest. Thus, though it hv true

h.it Scieiititif Management diminishes the need of the operative
;..!• ivsom-c-e and judgment in small matt«'rs, it may help him at

nrst .1 very little, and afterwards a good de.al more, to estimate
the clianicliTs oftho.se who bear large res|jonsil)ilities. Unless
aii'l until he ean do that, deiiiocratie control of industry will be
till (if hazards. For a people which endeavours to rule its rulers,

uith(jiit being able to enter into the ditWce'ties of the work to

li. (lone, is ,ipt to fall under the guidance ol plausible speakers.
Ill .such cH.se, what appears as democratic control becomes in

(ti'it hmihazard oligarchy.

Anieru-an methods of Scientific Management will need to

!)• .Miiufwhat modified, before they can obtain a very wide
.eLcptaiice in British industry ; where—it uuist be repeated—
>eeti((iial solidarity has an intensity that does not exist at present
.uaid the rapidly changing technical and racial conditions of
-ViiKiican industry. But it happens that, at this very juncture
'li'Tc is growing up a strong movement, the leading ideas of
liich are embodierl in the well-known " Whitley Report." It

l(i"p()ses that cmitloyers ami employed shall discuss matters
"t.(.inin(in interest, first in "Works Committees" of individual
tiictories, etc., and afterwards in District Industrial Councils,
th' uicnibers of which are elected by W^irks Committees:
«hil.' >till larger National Councils are to be elected by the
L.('al Cuncils. This movi^ment is already being turned to
ifcount in de\eloping some of the leading ideas of Scientific
M:uma;,.Mient under the organized joint direction of cmployer-s
'Uid tmpldvc'd'.

The Wliitle.v Kepoi-t sub.stantially adoj.ts the ' Outlinos of a .settlement "
"'•" are set out at tlie en<i of a ^femor„mtn,ll on ,!„ huiu.irinl .Uwitiou „ft,-r

•' ""M^sTOdliythe Garton FoumUtion in .J„n.., H>l(i -a document of .sin.Milar
> K-truclive f,.rcp, but iiia.Jeiiuately known. The issues here raised belon- to
* -tuJy of the inHueuces of industrial orKanization on social well-beiuj;, which
l)K>p*C(i to be included in a companion volume to the nr-^sent on l.„lu.itnj

But one or two v,,,.«estive facts, taken fron. a Heporl .n, irorfo (;,„«,.„ «<v.v.
I ">htd m March, 191.^, by the Ministry of Labour, n.av be mentioned One
'
1 reiKjrts that " the manafrement discusses with the [Worksl rnrnmifte"— ul 11 coucerne.i, changes of process, while the nun according to the
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894 BUSINESS ORGANIZATION BY SCIENTIFIC METHOD

II, XII, 4. The tendencies of the age are, no doubt, towards iiicivus,

;

solidarity of those engaged in any industry: the eiiiplnyii>,i(

together in various degrees; and each class of eni[)loy(i > (i.

act together rather more closi'ly as a separate group ,i> :

some mattei-s and in alliance with other groups as t<> orh :•

Such movements may be productive of great good to th'' pm:

cular industries, or groups of industries concerned : aivl lu v

nation as a whole. They are signs of healthy vigour: Im; :|i,,

also suggest grounds f<3r anxiety. For grave and far-rtafh:c.

injuries to the common weal might arise if strongly orijaiiiz

joint committees of employers and employed in iIldusnil•^,

groups of industries, which controlled important products, w r

tempted to u.se their ])ower in the furtherance of their scLiinna

interests. There are many waj's in which such a pdiicy iiii!,'!i

benefit, at all events for a decade or more, those who si( rbu

up ; whil(- their gain, easily visible, might probably be imi'::

less than the aggregate loss, which the natioTi as a whole \V"ni

suffer in ways that cannot be easily traced.

Some light is thrown on these matters in Book III; whith i-

given to a study of the good and the evil, the strength anil th'

weakness of tho.se combinations and aggregations in imlii-'r.

or trade, which develop monopolistic tendencies, whether <it -

purpose or not.
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view of the management 'have helpcil the inanapoment in iiianyc.i--

knotty problems of output, and have maiie sufigestions, wiiich wore a >.

upon. '...The system of base time for pnininin bonus woik pi^'Vllil^^ Oiniinilii

:

the works ; and if t)ie base cannot be settled between tlie fnii-uiau of tlic Jtp.r

ment and the workmen, the matter is brouglit bv tlic Cmvenfr :ini ^•.

:

Stcwaid of tlie department before ;lie nian.ii,'ement "
(p. .">Hi.

Apuin another firm dcscri'nes (pp. .5!)—65) it^ si/.^tnii fur Jimiii pior-t-

priceif hi/ atiiliiiiiou.t (irhUriitioii. " One of tlie u'veatest objection^ to pp-n

piece-work sys'ems is that the employer works out the prie^' in sicnt, \n :

down the time on a card, and then settles the priee....Tlw> following ;- :

apreement reached hi (ween the principal Union of iiielal workers ami r

selves :—On gettim; out a new job we would calculate the feeds niul the *\kti-

which were suitulile lor the tool, on which the job was to i.e iierfenneu: ar.

then pnt forsviird tlie time t,) the m;iii who had to <1() the job." If lie objcC;-

he could " go to the Time Study Office" and talk the mattei- .ut. If no aiic-

roent was then reached, the matter would be referred to a Co mnittee coIl^i•^.

of the workman himself and two others "selected liy him, who are eptrmii-

the same type of machine, or whose work is closely allied to the wort
"

question"; together with three representatives of the firm. If st 'Ino.igre

ment was reached, new studies of the matter are to be made.



BOOK III

MONOPOLISTIC TKNDPLNCIKS: THEIR REL7\TI(,NS
ro PUBLIC WELL-BKING

I

CHAPTER I

VAIUOUS INFLUENCES OF MONOPOLY ON PRICES

1. Intiddnctorn.

Thf first c-h.-ipttT of the i)rcceding Book contained a broad
^kttch of the relations between j)ro(hietion, consuniption and
wilik-, nil the s.ij)j)osition that the production of a commodity is

not restricted by exchisive privileges or advantages: and that
•orscjuently, if its snj.ply runs so short that its price is con-
Mfienibly above its expenses of production, an increase of supply
will be speedily caused by the high prottts held out to thos'e
wh(Man l.iing more of it to market. And th-' chapter emled
•vith ,i!i indication that a companion to that sketch would be
proseiit^.l here, designed to show the natur.' and extent of the
i'i-<iitieations in the problem of value, which may result from
tnr cxi'lusive possession by a sin^; person, or bv a group of
iwsnns acting in concert, of facilities for j.roducing the com-
ni'Kiity. The sketch, contained in this chapter and the next,
^"t the same character as its precursor: and mav for the same'
!
a>_.)iis (>ee p. LSI) be omitted by .some readers.

'

The <'ontrast between the subjects of this Book and the last
- commonly described as the contrast betwen m.mopolistie
'nd competitive condition.s. This description may often servi.
';>'^Kco„nt of its brevity; but it is o^^n to misconception.
'

'-^ ''^' •""'^'' '^«' presently, th,. fiercst and cruellest forms
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8!M5 VARIOUS I\F.,UEXOE.S OK MO\OPOI,V ON PRICKS

III, I, I. of coriipt'tition aro t'oimil in iiiarkots which iirc no lon^i r i|iii-

tVoi', hut have bocii alrt-ady hroii^'ht in sonic nicasun- mul.

;

moiiopohstii; control. In a truly open market, coinp. titinii i.

often constructive and not ungenerous. hint, when ,i
^r],,-

business is striving to attain a inono|)oly, nr lo repel ri\als ti"!

ground which it wisiies to make its own, t is under ^triii.

temptation to use ferocious and unscrupuloi s nietliods tn c!: •

pass their undoing.

The central tJictr of the problem of value iiniler coTii|nti:n.

conditions is (see II, i, :i) that scarcely any important reMih i-

true in reganl to both short periods and long: a great ]i;ii" :

the many barren controversies, that have raged on the iii,i!i':

results from attempts to refut<' statiMueiits relating tu l.,n:

periods bv others I'elating to short periods, or co|lv^^.!^

Speaking broadly we saw that the fluctuating pre-Mn-.s „:

demand on the market are the chief cau.ses of te!ii[icir,ir

movements of prices for most things, except those that .ir

derived from the harvests of the land or the sea: hut that i:.

the long run the governing force is the relation of co^t ut jip-

duction for various annual rates of sup[)ly to the prices at wliiih

those rate.5 of supply can be marketed. A chief cause nf th

apparent differences in character between the price nmveiii'n!-

of different commodities lies in the fact that a ])erio(l, which :-

long relatively ro the con<litions of supply of one thing, iiiayli

short relatively to those of another. Ricardo f|uaintly siid I li

not dispute the influence of demand on the price of corn, nr .i

the prii e of all other things: but supply follows i|nickly .it hi-

heels, and soon takes tht; power of regulating price in hi' »:

hands ; and, in regulating it, he is determined by the cost nf [in-

duction '." Thus the answer to the question whether v.u'iatinn- <:..

demand, or variations in cost of production, exert the strnn.vr

influences on vahu' under ciim])etitive conditions in a gi\i!i tin:'

depends mainly or tlie case icifh n'liich siippb/ cm nH'-r it.< p'l"

Similarly it will be found, generally sjjeaking, that ti-

ownership of exclusive facilities for pnjduction or tiaih' in
''•

modern world does luit always suggest to a mmi "t s'l;;.'

judgment that he should pursue a severeh' monopoli-^tic pric

pnljey, On the fnntvary, he will keep -a v.-.ifch*"i! '-']:•' "'-'- '^

' Hee Dr Bonar'a edition of liicardo'^ Icttem to Mal'liiif, p. 17''



INTIIODUCTORV .•}!"

sources of possible ci.inp.'titi(.ii,(lirrct or indirect. If it apjtfars III, i, i.

that those sniirces arc likely to prove larj,'e and strong; and
that the pace at which competitive supply runs, is likelv to

kcoiiie considerable before long: then he will not make fnll use

MJ'his jxiwer, but will adjust his prices to obtaining a firm hold

uii the market befi.re he can be caught by competitive supply
following (piickly at his heels."

It will in fiict presently be seen that, though monopoly and
iivc competition are ideally wide apjirt, yet in practice they
>ha(lc into one another by imperceptible degrees : that then-
is an clement of monopoly in nearly all competitive business:
and that nearly all the monopolies, that are of any practical

importance in the present age, hold much of their power by an
uncertain tenure; .so that they would lo.se it ere long, if they
igiKired the pos.sibilities of competition, direct and indirect.

This interlacing of monopoly price policy and of competitive
price policy has indeed always existed. But it needs more care-

liil study now than formerly: and this for several reasons. The
temper cf the age is increasingly analytical ; while the contrast
between the influences of cost of production on competitive and
n inonoixjly values is more complex than it was when the
l.imdations of modern economic science were laid. Again,
rheiiijh the progress of analysis has taken nothing of importance
from the foundations which were then laid, it has built much
iiptm them

:
while the progress of events has brought into

prominence many considerations, which nught resisonablv be
ii.fflected for the practical {)urposes of business at that time,
Imt which the modern .student is bound to examine with .some
care. It ^^ to be remembered al.so that, independently of the
;;eneral .st,..iy of combination and monopoly (m which we are
engaged just now, the relations between monopoly and coinpe-
lUion prices have, now tnore than ever, a large place in problems
"f international trade.

Stress must be laid cm the fact that absolute monnp„|i,-s
aruut httle im|)ortance in modern business as conq.ared with
those which are '• cemditional " or provisional ': that is, which
hold their sway only <m condition that, ..r " i.rovide<i

"
that,

'hey do nut put prices much ab(.ve the h-vids necessary to cover
tntir outlays with normal profit.s. If they did, then competition
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111,1,1. wniilil jnobably nuvko iNoK' fi-lt ; unU'H.s stiiyt'tl by uiuhrn,

iiM is the ctwc with |>iiti'iitH, copyrightH, iintJ skihc rights dt ^i,.

Tht" stijiply of water, giix, i>r t'lfctricity to any I'K-ality cmn'

bo (li.stributt'd nvcr .several rivals: for, to say nnthini; dt it,

wastet'uliie.ss, that would iiivolvi' so many ciicroachiiients .lu ,,;,

(listuibaiices of roads, etc., that it could not In- toleratnl. Jh.

^H'ati'r |iart of the postal system is an absolute (!( a irimi, nt,);

motiojtoly almost everywhere: though there is si.nir lark

uniformity in ri'lation to the <'oilectioii and delivery of |i;ii
, ',

and othrr matters. Again in .some eountries railway \\iil

an absolute (iovernmental monopoly: and in othei cuiii

there are man\ patches of practieally absolute ;iioiinjinl\
;i

railway tratbc. Hut many monoiMilics, whieh seeui ahsnlin.

are yet to some e.\tt'nt liable to be a.ssailed by iniliirci r.ii! -

and are incomplete and sid))ect to the "condition" ili.it ;h'

monopolist makes no such extreme use of his poun a> «;

induce others to force their way through obstacle- aini n '
:;i

effective competition.

These obstacles are mainly of two kinds. Tlir tirst h }

necessity for sinking much capital and eti'ort in sittiii:,' iipth'

|)lant and organization, suited for competing on iii-.irly > ..r

terms with a strong business, already in po.s.se.ssioii nf tin tidi

Few are able to do it: and fewer still are willing t^ tak' :!•;•

heavy risks involved in it. For this reason somr ki;iil> '

mono])olios, which even a generation ago would l;a\> l"-(r

pnjperly classed as ])ri)visional, have now become -^ -tinn,: ;.-

to give grounds for raising the ipiestion whether aiuhint}

should bo called in to oxiTcise a control, which cuiiii. riti'i:

might have been trusted to du in earlier limes. Thi- canv

increase in the strength of monopolies in industry mik! ti-uli :

a main subject of the j)resent Book.

The second obstacle te, the setting up of erticlili! i-..iii[»-

tition with a business, that has ac(piired .-i conditional iu"iinj.'i\

is the vis iiiertuie, the opposition to change, which is iiih.i:'

in human nature anil in human conditions. It is In iiii; ei.

tinually diminished by the influences of nuMlerii lerhniijU' n

less than those of modern habits of thouirht and lite : aiiil accnl-

ingly some mouo])olies, so strongly fortified by large capilaiK:'

lesources, ad\.inced methods, high ability and laige Im-iii -
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.nni'ctions, fhiit they wmild have bf.-n practimlly itiipn-f^nabl.- Ill, i, -2.

iiot long iijfo, lire now dftcri (jiiickly im|>iiii<(|'.

Tlie iridiistrieM of trunH|)ort l»y lurid and sea hiivo togothur
rtiipii'd more of tho thought and energy of the population.s

if the civilized world than any other, ivxcept agriculture. Agri-
iiltiuv has indeed been always a chief soiirw of great fortune.-*

:

hut the owner of a large landed profx-rty ha.s Meldum e.xtonded

hi!« iliivct control over the whole of it. The concent nitt'd

ontrol ot large movable capital wa.s pioneered by merchants:
•hniii,rh much the large.>,t aggr.'gation.s of lixed capital were
< lie found in i>ublic highways, until railways began to dis-

imte that place with them. The industries of transjiort by
iin.l ;uid water have freipieiitly changeiJ their methods: but
h.ir hist.jry is in this sen.se continuous, that the services
vmKnd by them have l)een more homogeneous, detimte and
initonn in character throughout the ages than have Ix-en

•ho products of any other group of industries, except perhaps
r/iiciilture: and (••ntests for dominion between the meth.wls
t (Miupetitive and monopolistic organization have develo|»ed
vith more continuity, and can be studied now more closely
n th.ni than elsewhere. Britain is the chief inheritor .)f

nuiitions ill regard to the sea: but with regaixl to railwiiys
America has recently taken the lead in the constructive study
t till' complex relations of competitive and monopolistic- jM.licies

•"public interests; and a large place is given to the results of
:lios,. and kindred studies in the present Book.

•-'. T/ir iiio,iojH>/;>,fir vieimut in the policy nfmrteh, <ii„l
"tlin- mfu/dfire assoriafioiix of intlipeitileitt jH-othucr.'* or

roiii-
iraikix, i.i „ vhiff imtiUKT of the iutfr/Mnneafioii of <u

ixtith'v oiiit iiioitojtoli.itir fjoliriin.

Muiiop.listic aggregations have often been slow growths
""iH sni.dl roots; .and have exiwnded under the influence of
'•"n.-^triictiv.' business .>nterprise, with little or no thought of
!''"iu,p„iy, till they had attained great strength. Monopolistic

mP.u'r''"'',''""''
*"'''"''" ""'• "•"'"* '"' i'"!""'^"" '•>" of )ugb anaht.cal

In T '''^ "" "'"^ ""^ »"""« "^°^«- ^^''" ''"^e made chief

>t:^'K-i to thur inasteily«ork for an intensive stmly of thVX.'ory unnono,x^iy!

im

y '

t '

1

1

(

t

f

i^
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III. I. -2. («<lfratii>iis, \vhicli an' iiicrfiiNiii^fly <lisfril>ci| by lh'(l.i

iiiiiiif " ( 'ait<ls,
"

liiivc tlnir rontH (Ircp in lln' |m.st,uli.|,

.Hiiirit lit cipiiiradrsliiii \\;\» ol'trii as |)i)tiiit. an ihf iltsii. t..i

iin)iin|iiilisiii' ri'^'iilatiitii of piicfM. It si'ciii.s prnliatdc th.i'

total iiitliiciKH' i\t rtt<l Mil jirioM by miiii(i|Hilist,ir ans(.(i;(ti,,i,^
:

been greattT than that iXiTtod by iin>ii(>|Milistic a^'^Mij,'ati. n-

UiidiTHtiiiKbiigN and iiHH<K'iiiti>iii!» (or the cui'trnl i,| |iini;'
.

markets havf prcvaili'd in aIniMsl all times and place-., aixl hi

been ])ri«mptiMl by nearly the sjiine motives as ari' at ..

to-day. In primitive civilizations people of the same rallm^'

the same locality have jjenendly acted toj^elher by halnt n

instinct, rather than by any tormal convention. Ami. th-ij:

tht' overt action of j^ilds, and other traile i.nd prutr»|i!i:

itssoeiatioiis. iias often shown deliberate and tlaVioratc >tr:i' .-

in dealing' with the outsider; yet a ^n-eat part of thai nill.

n

selfishness, which is thinly covered by some tmsi-ltisii di \..!|iir'

the interests of ,1 trailing,' j,M-otip, has worked thriim.'h tan' i:

indefinite understandings'.

In the modern age human nature remains very iinnh i>

was in former times: but inti'llectiial habits and mcth'rtl^h.

changed fast and progressively. The old assoeiatioMN ..f im.";

bourhood ami a common occupation have still considi nililr i^ i.

but new developments of critical and analytical fariiltii> hi

caiisi'd men inereasinglv to submit their iiistint'tive tiiiilir •

to the cold arbitrament of numerical estimates. The i,Miib m

the losses, in money and in case, which are likely to rcMil' f.

any plan of combined action, with its attendant di>ci|iliii' .

curtailments of individual freedom, are wi-ighed aL;aiii>r -:

another; and, if the balance of advantage seems ti lir *:•

organized regidation of marketing, a cartel or other a>>nrir

is set iiji tor the purjiosc. Its inuneiliate and overt aim -

maintiun prices in particular markets against iiiinii\'i!

competition: ami especially that of competitors wlm d.-r

force their way into those markets by selling g<iii(K a',

appears to be. less than their lull costs.

' Till' ol'vioiH. jiut iiii]!()rtint fact Uint, if liii'|i:ir '•. .i ti.in^ whif -

persona are able to proiuce, is to bo kept liuich above its cost "f prO'i'
-

till- iiiiliicmPiit.'s to eoiiibiiied iictioii will be e(ij;ent, is shown with ti r .

'

iimgr:\ms by i'roi. Coison, > "in-t liWnni'iiiif ;ji«'(Or/i(.
,
\ui. i. >.ii.

''•''



'UMI'KTITION ANI> \I..NOIH»|,V IN TIIK l'.ir.l.V UK <AHT|.;i,s U)\

K\.iiiiiiiaii, vvli..ucc)i.si..iiallya.-t.ss..iii. w|,;,i ,„ tl,,. >,„,„,. w.iv 111,

hiiiixll, iH .iiit In rvjfiini nil »nrU iiitniMi,,,, ,,n hiHuwti |K.ili<-iilar

iMik.i a,s iinf.iir.' If his w)iv> <• ..i.l-t,wlii,,ii,.,|, „ri.l hiH cn.su
it,- hiK'h. h" iruiy .'\.ti r.'^ranl a.s unfair t|,,. si-Wmir at [mrvn,
Ahkh yi.-ld SUM,.. |,n,Ht t.. .-thriH, wli...s.- phuit aii.j ,,rpiiii/.uti<.n

irr Mi[Kn..r tu ln.s. TIium h- is prvpatv.l to ^nr a ,..a,|y .-ar tu
..iK'«<'Hti..i,s that \iv sho.il.l takr part in a .IrCnsiv.. nssiwiatiun
"f ff<|< niti.iii, tlir nicmlHTH „\ wliich iiiMl.itak.- n-.t tu s,.|| at
intairiy !•>« pncs in a c.Tlain aiva ; aii.l I.. op,H,s.. any imrusi„n
.1 iintairly |..\v pricr<l g.i.Hl.s l»y various stral<>,'ica| <|."vi,vs

: t|„.

hi.t..ltlwsfanMin.i.T«.-lliiii; thfintni.l.Tiii his .,wn pariiciihir
i.iiukris.aiiil InnruitinK tho.sr who supply his wants. "l),.(,.nsiv."
'inl.inatiuiis .,( (his kind nmkf ..ut a.-laini to I),. Mmrallv ri^rht

:

iihI tlios,., who arc in ne.-d of .Jefrnc.-. .ajrrrly .•ndorse th",- -lann ;

.WM thoii^rh thr a.sNailant.s diHir from rh.ins..|v..s only „, hoin^
nrr uhl,. ,i,„| h.'tt.T p.piip|H..| with appro|)nat- j.lant ami
'•'H'"!. Tlir ~ttvn>,'th .if puri)os.. thus .,l,iani..l is ,,ft,.„ ,|,.v,..

t-'l l>y r.Mi'l.at, and by coniin..n .x.Ttions U,,- ovfiv.,r„inK
lirfiniltKs. Att.T a tin..- th.-y think l..s.s ,,l th.' .1, f.n.-.' .,f

m;irk. i.s. m wlii.-h they ha.l already .•stahiish...] th.',ns..|v,.s. ati.l
iii'ir.' nt ,Atfiidinj,r cmti-oi, by alliances an.| otli.'iwise, ov.t wi<l..r
iiiirk.ls. Jf they yield tu this temptation, tli.y are ..n a st....p

hhI >lippery incline, n.'adinjr t.)wards a t.Ml..iated nionoiH.ly:
•^I'l'li is .ifteii une..iiipr.)niisin^r in purpos.., tlioujrh prob;,blv
uimt.ii ill .xt.'iit'.

ih.iv are three elas.se.s of pr..(iu(_-ers wli.. aiv n.,t L'tupt.-.j to

-tnrtiv.c,„ul)ination:th<..s..whopro.lu.v(orlh.irowne..iismiip-

:^"n. th.,>,. wh.. produc.' thing's f.,r sal., in a l;.rK,. .,p..n tn.uk.t m
-*hsMi.,ll.,uantiti..s, ihateurn.nt pfi..,.s will n..t b.. appiviably
^'ru.\ l,y ;aiythin.r which th..y ni.iy ,]., or abstain from .i,,in^;:
"I l.i-tly the ,,wners ..f .,bs.,lut.' m..n..p.,li,..s. Th.. first tw..

^'^"''^ haw in(l.....l ^'rave .•in.\i..ti..s ; short harv.'sis m.iv iiit!i..t
'•ir'Mn,,. .„, ,h„se who r..iy on th.. pro.lu.v ,,f th.^ir .,wn tiirms :

-''•Ht..| laark.ts may ^rmvoiisly .listtvss th.- small prn.|uc,.r
''>•'!'. an.! ,\ru the .•!l)soliit.. mnn..pM|ivf must think .uhI
•;n'nv,. a -n-at <1,.,-,1 if h.. is to mak.- th- h.^si .,f h,s prop,.rty

''^'' "" no,.,, of thes,. people d.R.s the biir.l.ii li,. of j,ruarding

In tin-. (•..(iMppti,-.n »/..'.,........ _.. 1- . 1 .

M. 1. r.

i

\Ar

speeiull^. its kst paragrapb.
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402 VARIOUS INFLUENCES OF MONOPOLY ON PRICES

III, I, 2. watchfully against the encnachinents of othera. That banltn

lies on those who have to defen*! a market which is o{)en 1

1

attack: it is the heavier, the greater is the value of the partiully

monopolistic advantages which they hold in it, and the gnatd

therefore the eagerness of othera to intrude.

When discussing the costs of marketing (above, pp. 271—3i

some explanation was offered of causes which lead the solkr to

court the ftivourof the buyer in regard to particular transaction;

especially in retail trade : although in the long run con.siim.b

would suffer more from a restriction of their supplies of urgently

needed goods, than producers would by being driven to aiK^htr

occupation. That explanation being assumed, it may b.' addtii

briefly that conibinati(Hi tends to aid sellers more than bm^^

in regard to immediate transactions. For, under (irdinan-

circumstances, if a buyer passes from one seller to another

the seller loses his normal profit, while the buyer is likely tn

got his needs supplied without difficulty and possibly at sorat

extra advantage ; but, if combination has so fixed prices that

the purchaser cannot expect to improve his position by imsm^

to other sellers, he is likely to accept the first sellers tems

without detnur. This consideration suggests that inonopulistic

combinations are likely to be nH)re frequent among sellers than

among buyers: and that such combinations as arc effected

among buyers are, foi- the greater part, evoked as defeiLsiv.

measures by combinations among sellers. We shall find that

this is the c; e in fact.

It will appear also that in the long run combinations of

buyers are on about ecpial terms with combination.s ainnui;

sellers; except when a combinati(m of sellers controls the chift

effective sources of supply of a necessary raw material. Thf

most necessarv raw material is that of staple foods. (Jovem-

ments have often been called on to intervene between un-

organized consumers and organized dealers in grain
:

and, as

the world-war has reminded us, when ordinary markets m

partly closed by military operations, authoritative interventun

maybe required in regard to dealings in many things besife

muniments of war.

* ;}H

'ru!



PRICE POLICIES OF VARIOUS SORTS OF MONOPOLIES 4oa

3. Price policie» o/motiopolles, absolute ami conditional, u i . i, a.

m regard to immediate net revenue ami to irrospects offuttire
development.

In the remainder of this chapter the munopolist will be
supposed to make only one product for >;ile ; and to supply it to

all purchasers at the sjime price, subject only to such variations

as may correspond to varying costs of delivery. More complex
issues will be opened out in the next chapter.

Unconditional natural monopolies, such as those given by
thr jK session of a unique mineral spring or vineyard are
reluinely rare. The possession of the only coal-mine in a
district may give its owner an almost unconditional monopoly
there, because coal carmot be carried great distances by land
cheaply. But it has already been observed that, as a rule,

unconditional monopolies are the products ofauthority : they were
very common in early times : but now almost the only relics of
them are designed merely to prevent people from infringing the
reasonable rights of others in their own productions.

Ref( rence has also been made to the monopolies that some
trading companies acquired long ago in regard to spices, salt,

and other flavours, which contribute much to enjoyment ; but,

are yet consumed in so small quantities, that a ten-fold rise

in price above the cost of obtaining them in a free market
makes no very great demand on the purses of customers. When
the Dutch, having obtained a monopoly of the trade of the
Spice Islands, found it to their advantage to burn a gi-eat part of
the crop after a large harvest, they were .sounding the keynot.'
of extreme policies of absolute industrial monopolie.s.

Dunlop's simi)le valve for keeping the air in a cvcle tyre at
high tension added much to the value of a cycle : ami therefore
the lin.nce to make use of it could be sold at a considerable
pireentago on the price of a costly cycle, that is at many times
Its own cost of production. Again, Coats' trade-mark on sewing-
cotton IS of exceptional value; because if a p.>rson wero to
expen.nent with a cheaper sort of thread, which turned out
badly, the saving of a halfpenny on thread might .so damage
«pensr.e costumes, etc. as to cause inconvenience or loss of trade
reputation wnfth manv shiniocry "- »— i- , -^-.-.^ ii '
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404 VARIOUS INFLUENCES OF MONOPOLY ON PRICES

111, I. 3. unique position, which Coats' Combination holds among British

monopolistic businesses, results in part from the fact that ns

protiucts constitute a small but essential link in proccssi's ui

production which are in the aggregate of very great value.

It will be convenient to refer occasionally to the aniuunt nt

the profits, which a monopolist is enabled to make by setting his

price above that which covers his full costs of production; in

which are to be included of course allowance for risk and

depreciation, and for the remuneration of his own work in

coimection with the business. This may be called the mrmpol>i

net revenue, which he will get from the adoption of that pricf.

Speaking generally the price, at which he offers his goods, will

govern the amount of his sales ; and therefore of his tofcil cost

of protluction, iis just described. His monopoly net revenue

will be the excess of his receipts over those costs. The higher

he sets his price, the less he will sell : and therefore if his csts

of production are always in the same proportion to his output,

his monopoly net revenue will be greatest for that price, which

makes the number of units sold, multiplied into the excess >>!

his price over his costs per unit, to be the gieatest. Speaking

generally again, his inducement to keep his price rather low in

order to increase the demand, will be stronger if his costs of

production per unit diminish with increiused output, as is th,'

case in iiianufacturing and other Increasing Return industries.

than in Constant Retuni industries : and it will be least of all in

such a case jvs the production of a wine of unicpie flavour, which

can be raised only from a small area.

His monopoly revenue is the e.xcess of his receipt.s over hi-

outlay with normal profits: and his aim may be t.. fix his prict

(and therefore the amount of his .sides) at that l.vel which

will yield him for the time the highest gains :
that is at hi>

mcu-imum net revenue price. This is often inade(|n;itely ex-

pressed by saying that the owner of a monoi)oly aims at th-^

highest charges " which the market will bear "
: or, if a railwiv

is under discussion, at the " highest charges which the tratfi

will bear." Sometimes the same notion is thrown into a mfi-

tive form without real change of meaning, and it is .siui tha'

the monopolist will take care in his own interest not to char^

more than the market will bear. But all these iihi-u^e- ;*:-:
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1

definiteness. For the market will bear a great many prices III,

though it will contract itn demand as the price rises ; whereas

,t compt'titive market will seldom bear j»ermanently any price

which does not correspond to cost of production. What is

really meant is that he attemjits to select a jjrice which will

just not drive away a large body of customers, or even prevent

him from attracting them. For this pmi)ose he needs to study

the elasticity with which demand will respond to a low price, as

well ius his costs of production'.

4. BetitJitH n-hkh the public maif derive from a far-
seeiiuj use of monopofixtir power under rertain conditiom.

Selling at a price lower than that which would maximize
the immediate net revenue of the mtmopolist, in order to

familiarize consumers with his product, is an investment of

capital in the expectation of deferred gains ; and indeed it may
be regarded :is a particular form of the investment of capital

in lavish advertising. All such expenditure, if well devised,

facilitates further advantageous extensions of plant and further

subdivision of labour, which tend to reuace costs ; and it may
lead to so great a reduction of costs that the price, which will

maximize his net revenue, will fall below that originally adopted

' A numerical example may be helpful. Suppose 10,000 units of a product
are btiui? iproduced at an outlay of (w. per unit, and sold at 9«. : thus yieldiuK
*i,000». fur total profits, i.e. for ordinary protitH, together with additional
moiiDiolist t'ains. Suppose that twice the number can he gold at 7«., the
demand licin? t'.nstic. The profit>< will then rise to 40,000 ahillings, if the
o.iUiiv per unit falls to 5»., under a tendency to IiicreasinR Keturn (though it

TOiild liave fallen to -20,000 shillin;;^ if the outlay per unit had been constunt).
It hoivever the demand bad been les« elastic, so that 20,000 could not be sold
at a hiuhi'r price tiian •"„., then it would not have been advantageous so ti>

enlar);e the plant as to produce 20,000.
It may be well to nbserve that a.s the monopolist will, in his own interest, be

mclined to favour things that conform to Increasin- Kcturn by luw charges, in
or.ler that he may incnase their consuniption, and gain the economies of
priiauction on a larger scale : so it is a general rule that, other thiiuis beinij

qml, the Fini.nce Ministei should press on products of Decreasing Keturn
mdiistiies ratiier than on products of Increasing Keturn industries. For a tux
on either class tends to dii.'iinish consumption : and therefore to lower the prici
of the untaxed product in the first case and to raise it in ihe second. Thus the
Ux raises the price against the consumer by less than it.s own amount in the
Srst case and l/.v more than its own amount in the second. The above argument,
in relation to taxation, is illustrated by diagrams in my I'nnc(ples, Book V,
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40(! VAUIOUS IXKI-rENOES OF MONOPOLY ON PRICES

111. 1, I !us iin invostincnt for fiitiin' nnvivnl. His net n-vcmu- may

continuf to rise, while his price continuos to fall.

Again, though a triulo iissiK-iation may uiidortake a }wn

of thi- i'xjx'iist' of bringing to tho notice of the public a

prtxluct in which its members are interested ; no one of mm
priMhicers of the same thing may have an luiequate interest is

pushing its claims on the attention of the gcneml public, unlfs?

his contiguity with them, or some other cause, may be liktly •

turn their custom in his direction. The far-sighted mnii.ijH.'.-.i;

on the other hand, is constantly considering what new advant,.:-

he can atfonl his customers, prcjcMit and prospectivi', which *;'.;

remunerate him in the long run. even though they nniiuv r.;.>

monopolv revenue for the time being : a new suburban railr .*:

sometimes makes teni]>orarj- concessions, such as chea]) .r ••> :

free season tickets, to induce builders to erect houses in .:..

neighbourho(H]. Or again a monojMilist may go to soiiic .xi-;:-

ti> aid people in turning to good account what he luis h< li.-

In all such causes the monojM)list ex]>ect8 to obtain a larc- -h ^'r

of the whole benefit that will result from calling the att'T.::?.

of consumers to a commodity that will serve them w. 11
:

!r

:

offering it at ;i ]>rice that will attract them to it, and g. n -riV

habits of familiarity with it ; and from aiding them !• u^- ::

•

the best adv.mtage. In fact he makes a compniuUM Kn* ••:

the prices which he would charge, if his si '.e obict u>r-
•

increase his immediate revenue; and that which h-- » .;:

charge, if he cminted a benefit to consumers as of e'jiial >.. .

with a similar benefit to himself.

A great monopolist railway in a new country- S'li.'.::'.-

finds it.self in a j)osition somewhat similar lo that •fa m 'n.ir
.

who-se }irosperity delu•u<^^ on the well-being of his subji !< wr.; '.

"

Till laro ai:d »xptiidituri> wliich the iuoiiopoli.'=t oxn. r . f .. :ri.^--i.-!-

patonf. or other speciaiiiy ilovotes to arrrsinu the public t >
.;- :.!=.- ''

been considcroii in II. vii.

A 1 urveyor of nif-ht-liplit^ has sul.l at ii v,ry low oimiLV nn ar.itri.: ;•
:

'

enahlii'.i; llu- ii^'ht to maintain a supplv of warm foo,l. Ami -: i-t-- •
-'-

ill'.istratioiv ^omt !:ii;rofld< in tlio Wii-tf-rn St.iU^s of An^frica. t.-.a: : •:' •

bai'.nfSf of the local roads lUiide tlio cost of transport l>etwffr. f-irii: i^:-' -''-^

nuiwav station a cousidtrahle aiidilion to the frci>;lits fur loni: u.-;ii2!-t
~»~

set th-iijst'v> to eJncate the farmers in road riakini.' : a fiiUv r:u.i-.-; ;
w.^

witV. a r^a-l-enirinfir «nd yn"'' of navviei was sint to a stat.'T:. '"'^.^ '

I U a .-i'.i.it piece c^f 1. ad hiid heei; made gratis, as a mode! tr li ,ir.ri
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in its turn is highly sensitive to his fare for or ncgli'ct of thfir ill, i, 4.

interests. In such a chhc the monopolist or the monarch may
act in almost the same way nnfier the influemrf of shrewd busi-

ness calouktions, as he wouM if his ehief aim were to btmefit

his customers or his subjects. A monopdist's inrlucemi'iit to

move in this direction is esyiecially strong if the cost of a large

output is relatively less than of a small. It may then ht worth

his while to sell temporarily at a price below the cost for a small

output, and therefore at a loss; looking for his reward when
the demand is large, and his costs relatively low. He wires

little at what cost a temiK»rar)- increase of output can be made :

his concern is to know at what c;ost he will be able ultimately

to meet the increased demand which hf is projK)sing gradually

to devili.p : it being assumed that he fi-els confident that his

hold on an elastic market will last long. The- length of time

rwjuire<l of course depends on circumstances. If it were jKjssible

toaikpt the duration of e-ach patent grant t<j its fK-euliar con-

dition>, the public interest would call for a specially long periofi

tor piit'nts nlating to prwesses to which the law of Increasing

R-.turn applied stnmgly, but in which its effects are slowly

iJevt,'!(jpi/fi

,

It is to l>e note-d that, howeV('r far-sighted a rnonojK)list is,

hft may h*- unable to abstain from gra.sping at quick returns, if

his (ipital is small, and his credit is poor. An outlay for di.stant

returns which w.mld be profitable, if he coidd boiTow at five yn-r

oent. ]M r annum, may b^- impracticable if he must jay ten p^r
c>nt. The sjirne difficulty oft^n cripples the energies of an ablf

p'lr nuit) .'nsagr.fi in com|)etitive business : but if he dof^s not

•-^cupy a tittincr place, that place may l>e filled by others. On
"hf uth-r hand the best idt-as of an inve-ntor are often i'.st to

'h.- w,.riij. U-caiise he fails to induce a sangiiinf c-^timate of the

v.ilui- .4 hi< inv.'ntion anioni,' thos.- who conlrj suppiv him with

L'lr to,, liiu.i-h srrt-ss has som-ritnt-- l>--n laid on th'- iri-

tiu^^]c^. which rh*- rate of interest ex-rt^ on th>- inelinHtio'i

"tai:i,.rioj,.ii>,t to suboniinate his irnriiedMt-- int'-r>-sr> in a Urg.'

ne' rt\f-nu>- to the devi-jopment of his resources in .-uch ways a-

!n,iy .nah!.- him t<j niakt- great gains in thi; future; and moan-
-:;::

:. -".pp.v iii> pi<;< iiic-i.> at a prico riot riiuch ahovt.- thiir

.[*
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III, 1, 4. prpsont cost of j>ro<l>utioii, and p)asibly even a littlo htl.B

This ponsidonitioii is iin]M)rtant. : hut it is not coiitiiu'd t' ii, :

}xilistic busiiit'ssos : it applies in some doirreo to almost .v.-

bnsin»'ss in an Increiisini» Roturn industry. Tho fall in rh. ~.-

at which additional capital can hv obtained for niaking i-s^- :,-_:

cxjvrinicnts, for sotting up costly ap^iliancos which may -;- .

izo and economize labour and so on, hivs been a chiet ]r •.
•

of that progress, which has greatly incrc;vsed th' v .],:. ..i

of all. and esjKvially ef the working classes over coint :. ::::-

comforts and luxuries, that were t>ither unknown, .r • - ;•

exclusive jH-niuisite of the rich in earlier times. Thi m. ;, ;• ^

of a pnxiuct has no nionopily ,,t' this tendency: but. :-.• :: ::

he is often in a jwsition to make large use of it: and, ::; < :.

as it inclines him to sell at low prices, in order : '-.:.

a future consunij)tion which will accnie directly to hi> >l :

the consumers of his proiluct enter at once into bt-ii' fi:> :..:

would otherwise have been deferred till the techiiii;- :

production had been considerably advanced. In th;> rr?;«-.

therefore the public h;is an exceptional interest iii tht ?:pj:..>'

large resources to an ent«q)rising and public sjiiritfi lu .'. >..}

But on the other hand its strength, if exeessivi in .v "t-^-.-
-_

a source of national danger. For instance, the ci«ii :::'.:<'

especially in alliance with the iron industry, might lh:, • .-. ,.•;

att.;vin to a monarchic authority throughout a wh'l' ;• -::'

almost as unchallenged a.-, that of the sole railway .-y-:- :.. ::. .:

inland district of a great continent. England w;i.- ::. ->:

eel this danger : it hius Ix-en considered in America ; bu: :: --i

to be more nearly inunineni in Germany than anwr..: :.>

The public spirit of American railroarls hivs been st.n. ...'•: -

some directions by legislative ami administi-ati\- :!;::•:-"'

;vctual and projected; and similar intervention in.i} - '-'-

in an increasing degree with regani to the ft w.i-h- :
'. :. ;>

that threaten to be b^'th lasting and .-itrong.

But, after all. the m"st p^iwerful jir-'tectit'ii t.. j. ;: l'- :

•'

against the jx).ssibl" lassitude and exaction- "i r-: ' ~ -i

and shanholders hij^ U'lt cotue fn-ui (iiivennnen:. I: .. - -

from the increa.sing fon>e ^f indirect cmiii-.titi' :. --
-•*-

r;lilw:iv .-^ervice.'^. TheV ha\'t S*'e!ne<l ever To H ' *"- '• -~

of escaping from ci>mp»'titive influences : and t-' !.••• ir.-. :. '-,-'

Ul
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•hwr ch.irg'':- fu what the trattio w.-uM U-ar with .-v.-n Ir-s.-^ ;n. t, ».

>irini to (^.st of sfrvin».
: but in thct th.- inflin-^it iriHu<nc.- ot

.< hiu-i inojs'antly ;iA.s.Tt.-.| ir-.-lf tM;i<l.-!rr..,- r.h.it fuuLI net hav.;

'--I! antii-i{«tt.-.l wh»-n .St.-{>h.'n>on tuop- th,tn half-;i-ffntiir\-

i;..sii.l. swth r./tV;n-n.>- to rulway^. thar wh-p- r-omhination is

;.-sibi'-, .'!iif>'-tuiMn is inipi^sitil.-.'

M:iny ..f rhns,. ruanutactunng avjrr,-jr;jf,onv -.ihi.-h an- '-otn-

.. nly r-',Mpi.-.i ,i.> tnon..p.,li,.,. .ir- in .•..n.Md.-rabl-- .Jani(».T from
;

•-- in.iirM;t .;oin(«-titionof bii^in.->s,.s. whi'-h -.-k tontuiin -nds
' .m.ilir to rheir o-.vn by oth.-r ront.-. Thi.^ i- ;t .iancr-.-r which

- i'lr. ..•.vrl.».lvt-<J, till th- n.-w ii,.rh.j.i h;i.- aln-aiiv -^tab-
>h^i a firm position within what w.is thought t,. \>.- th.'; -p-oial

I

vrntory of the rii...nop>ly. and h.i.> -v-n intpxiucefi sora- '>hangf,-s

;n th- habits of consum-rs whi<?h cannot -;i.silv h- r'-v-r«».-<l. For
,n-<tan.n. ;i hi^h pn.>- of ^r:^< in ,om.- pla^-s, in which ga.s was
^?apiM| V, havincr a monopoly. ha.s bt^-n rKiuce<l und.-r th.-

j

infiu.-n.v
. ,f ^T' .wing o .mp^}tition fr>ni p^.-rn ,1-um and -l.-ctricity

:

,nd m..re recMntly improvements in .-lectnc H^ht hav- b..-en

•tini!il.i:e.i by the .-CMnomy ..f iniprov.-<i incand^-sc-nt g;is-

Kantl.-s.

AriMth-r lil'wtrati-.n may b- takvn ft-.m th- c^-^ of the
[I'irtu! raoaop.ly of a trade-union. About th- y-ar IsSO th.-
s-.ij..n^ 'iair,n mad- so harsh a us^ of their p-w-r. that buiid-rs
'^'^r.- unwiliiag to bind themselves by penaltv to finish in a inv.-n
•'n^. any con-ract that involve.i m,ich s-,,n.> w.,rk. So English
wnm-r, ...r :h-mselve> 'o substitute th- -t^Uc- of «h;uiow>
•nrwn by . in-^j f-.rms of bHckw.-k f^r that r-ii-f to th-
;^..*.t..ny ,,: h'nidinors. which th-.y had snu^ht in th- us.- of
'•j-n- w„rk. A- :, result, th-ir command ..-t bnck ;w, an
^rt-^-iv^ laatena! u;v- incr-;i.e.l fi^t : while there h^is n-.t b-n
a e..rr>^t.,ndin^ iniprov^m-nt in th-ir comman-i ...ver -on-.
'^> tn,r:>n .iP;rii:e.;ture is in -tne r-^-cts rich-r. and in
'''^ i-T- tiian It ..^her^ise w..uld h-- c n: but r^rhaps
.n.r,..r ;^n^.r:ri..n will -iaps- h^-fr- th- nu-..h-rr of Skilled

•"^ ::: E^^Lind is as iar^ ;is it w . :M hav.- b--n if their
Ira

|::':..ri h,vi
•:-rit;.,n -i i'

r

"t
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CHAPTER II

VAUTOUS INFLUENCES OK MONOPOLY ON PRK ES

CONTINUED

1. Partinl xhift'iHiix of hnrdem Impoxed on inoiiojHilk

The imposition of a tax is commonly taken as repr-wntacv?

of the many various burdens which may be innxmd on a nuii-

jwly : and we may folk>w that plan. The burden may Ix' my<

by a partial failure of supply of some material or lab.mr ni.ii.<:

by it ; or by onerous conditions of working imposeii un it miht

interests of public health or by other causes. But so fur ;ii-

i

questions now before us are concerned, such burdens havf in-

effect of increasing its co.sts, or otherwise lowering its rtveRit

and such etiects are conveniently regarded as e<|uiv:ik'nt t^ts

incidence of taxes impo.sed specially on it.

If a tax is set on anything that a man uses in husint*.iir

endeavours tt) recover the tax from his customers byputtmi;;;

the price of what he sells. Othei-s in the same biisint'ss.i""

like ; and a jiart of the burden of the tax is thu> "hir":

" forwards " on to consumei-s. In conseciuonce tht y aiv lU ;

to diminish their consumption of his j)roducts: ami thtr-t^

he diminishi's his purchases of materials ,inH ..tht-r 'ki^

Thus a part of the btirden is probably shifted " backwanls '

to thos.' from- whom he buys: and they in their Turn arc !;krj

to shift a part of that part backwards on to thosi- tr-m*:;!

they buy: and so on. Similarly, if thosi- wlio purrlKi.-' r>

products, r(i|uire thmi for use in btisiness, thi y an- hk-} •

shift a p.irt of tho burden a second time forw.mis ..n
:• ''

'

customers. If indu.strialists and traders are alert MV

under tU.. i>t^'".fr!ee

d !vi: r:^

!;f habit : and capitid-siipnly i^ ^"^

organized—in short, if the general economu' ceiidit;"

!
I



SHIFTINUS OK BURDENS SET ON MONOl'OLIES 411

fluid—the shifting will ho rapid: thi- nior«' viHcoiiH they an-, III, n, i.

ihf slower and less coiiiplett; will tht- shifting bo. Monopoly
tends to resint odjustmL-nts of inuans to ends, but in ways rather

different from those of simple viscosity or immobility: and its

lution in presence of a new tax, or other disturbance varies with

the nature of the attack made on it'.

If a, tax on an absolute monopoly is levied either jis a

I

fixed sum, or as a percentage on the net income derived from
It. the monopolist will be in a position from which no escape
can be found by raising his price. He is supjxised already to

have put the price so high, that any further ri.se might .so lessen
his .sales as to lower his net revenue : and a tax, which is not
luijusted to the amount of his .sales, or the price at which he
*lis, cannot be evaded by a raising of his price : for that would

[

threaten his net revenue. If the tax is fixed in amount, he will

Mmply piiy it out (,.f a smaller net revenue : if the tax is asse.s.sed

iit, say, a tenth of his net revenue, he will retain nine-tenths
"fthat smaller revenue for himself instead of nine-tenths of his

I
full uriginal revenue^

The Keneral principles whieii govern the shifting of the bur.len of a
Itai from its point of first impact were clearly set out by Ricardo : and subsc-
LlMt analysis, partly in mathematical form, han greatly .leveloptd his work.
Iito present knowledce does not supply a sufficiently firm foui)dation of
lawrtame.! fact, especially in regard to the ever varving plasticity of indus-
jtna! and other economic relations, to enable this reasoning to reach exact
Ipractical conclusions. Analysis may however indicate broadly the nature of
Ithe shifting, that will result on various definite assumptions as to the fluidity
Itte viscosity. „r the rigidity of the several elements: and in this direction
|ti.ere seems to be hope of yet further progress.

_

^VTitre everything is either absolutely rigid or absolutely Huid. a knowledge
^0. ue t,.nd.ncies of change points clearly ihe wav to a knowledge of their

IT. , T '" ^"^^ '""'"'•'' '"'^ ''"^onomie clement is eitlier absolutelv rigid or
i»t.solat«ly rtuul: nearly every one is more or less viscous. If the vi'scositv is
If.ight. reasoning- based on the asniuiption of perfect Huiditv, mav be fairh
ipplioabic to n.ost problems that ranj;e over long periods of time. Hut if the
iwosity „ groat, te.ndencies. indicated by present conditions, may work slowly-
^(1 thus may „,,( have completed their work before new conditions have comep.o bcm... and s,-t up different, perhaps rv.n reverse, tendencies. Indeed
|vctr.«„uies in regard to this viscosity are a chief cause of the lin,itHti,.n of the

"Pe 01 puif rca.scn in real economic problems.
Xevt,tb,.less the common opinion, that such a tax is likelv to cau.-c the

t^ZTvl
'" >*'"•* ''' P"""' '" ""' "'"'°"' '^"'"^ justification. For the

|».™p„hst ni,.ht prooably raise his charges, and attribute tlie ris.. ,n th. ,„v

i!'m,l«v.''.r,',r,"I
/'">"'* ''™""^'' consumption, and therefore tne number of

."Movee. needed for his work
: he mi.ht probably dismiss some, and low.r the

t
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4J2 VAHIorS IVFIATENrES OK MONOI-OLY ON PRirrs

in, II. 1. On the othfi- hiiml u tnx proportional cithtT to ttir ai ;i

of hiw output, or to his ijrosM rfvcniif (timt is the niiinimt - ;

multiplit'd iiit/o thr priri-) would :;iv.- an iiiducciiKiit t. iv

uionojHilist to Ifsscn his ont]»ut anil raise liis \wivr. For iy-

(loinjj hf wimld csiajH' a |>art of thr tax: and thus thiiw-

<>t' total nrt'ipts over total outlay luisjht probably \»- incr.,is-i

bv a diminution of output. thou)j;h bcfon' the itnl>ll^:'ti r,

the tax it would havt- bei'ii Irs.soncd. As a ((tustMiutiin ;
^s

iliiuinutioii ot his output, ho iiiiifht probably be fiimM •

dismiss some of his employes, and be tfinptcil to JowTth

wages and sjilaries of others. In these ways a i>.irt «i th

burden of the tax would be shifted to other shouldei^; ami ;:

HO far a,*) he diminished his purchases of plant ami nn'tr.a

some share .if the burden woiUd 1m' difi'used over a ^tili m;^'-

area'.

The ca.se of a conditional nionojx.list is rath.r (iilfrn-

chiefly bt>cau8e any tax, levied on him, would hv likrly : (.

levied, in .some degree at all events, on an\ present ir fnt;-^

competitors. He would therefore reHect that he might ~t b

price rather higher than had seemed safe before, without avtm:::.:

much now capital into his sfK-eial province. That \\<>\\\i\ U in-

even if the tax wen> of fixed amount, or assessed on hi- n: r

come : and if it were a.ssesse<l on his gro.ss inct ane, or ( 'ii hi> r:;;:'-

he might perhaj)s raise his price by nearly the tiill am 'u:.' :

the tax.

wane" of other.-*; always thiowinK the lilauie of the cha;;.; or. il- lu -

vvduid thi'ii appt'ar tliat he was shifting a jmrt of the burden vi .":.. ;ai '. '.: >

employee? ami another part on to his oustomers. Htit the aj'pearanc- » :.:

illusive. The tax liid not pive h.m .^ny uew power to pain rv n. -•-.• -^^

charges. It was always open to hi-.u to niise his piice. to -tiiji !.:- 1 --: ^i

and to take advnnta|.n of his diniiiished neeii for labour to fjrr-. 3 ": "»-^'

temporarily at least. He did not lake that course, beer,:-.

reckoned the price already ch.isen to be the most iidvanL^geous ;

tax if immovably lixed would have male no aller-ition .11 any :
:-i

wliich he founded that conci'isi-m. The only chan^.-. mad, 1 . .;
'-•

him a motive for im;iclliiiK !iis customers and his empl'Oi.- t: :

btlwctn him and tin- I'r.blic Trca--ury.

' The observation- in tUe previous footnote apyiy to thi? cast k^-

analytical side of the subject of tli:s .Section is develupe.! w il. i.---"-

.liaprainmatic illustrations in my Priw-ipli^. V, xiv.

ir.r xt? .'
-

1
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2. InJiumrfHU'hirhranom deafen „/nunmiMdinHr,ul III,,;.
rrt/4%« w/iy ^-^fr/ on the diHtrilmtum of the ImrtlcH 0/ tJie
Wivril roHtM fj/" a huMiwrn niimtuj thr wrfml yroHpn 0/ itn

I
itrodmtit.

We tniLsf. ht-n- rLnvrt to th.- CMnsirl.nifi,,,, that, wh.-n a
|b,isines« pr.KJuc..s rnort- than ..n.- thiri^, the f.,st« which are
mcun-fd .,n iicc.unt of each s..v.ral pr.K.vHs of pr-Mluction cannot
bf definitely iisc-rtaine.!. Th..- costs in view in .Mich a can..' are
not the prime or " out of pocket " expenses, .lin.ctly inc.irre.i on
account of a [wrticular small order or contract. They consist
of a share of the general costs of th.' business; .I...' provision
ping made for keeping the plant in full repair and of suitable

I
capacity for its work.

We have s..en' that, when the cmrnon costs of a group of
pr.xluct. are so intimately iussm;iat.-d. that .-ach ..f th.- products
';ui be prcKluce.1 U> g.^j.! advantog.; only in a.ss.K:iati.,n with .some
r all of the others, then the problem is assimilat..-d in «j,„,.
d,;^ee to that of -joint pnKlucts," such iis mutton ami sh.-.-ps'

Iwool.the pr.Ki.iction oi which cannot ix- s.-parated; though the
lr.lativ.. proportions of the several prwlucts n.av b..- varied In
|thB aLse the di.stribution of general costs bec.'.mes somewhat
arbitrary. But the economy of pr.MJucing(or n.ark.-ting) together

Iseveral .litfereni products, which can conveniently be han.lied
I" in common ' by the s;ime plant and organization.'though oft.-n
I("nsi(ienibie. is seldom over-mastering. Coasequentlv, if any one
lof those who pnxluced several varieties of such g,;,<ls w.-re to
lit}- to place on any on., vanety much more than its due shar..

Jt
th, g, n..nd oosrs of his busine.ss, he might pn.bablv find him-^ f un.i.Ts,,ld by someone who spc-ciali.e.l oa th"at vanetv

Th.r.ore the fre-dom which h.- has in di.stnbut.ng those cstV
•^ugh r..al and imp.,rtant. is nah.-r narrowlv limite.l: h. r-an-

^'.
atlonl to leave out of mind the principles acconiing to wHtH

jn.g.neml cost.s ..f a busine.ss are ordinarilv distribuf.-.l -.un.n.

Y ^J^n-ns pr.<lnrts. nor to depart fir from them.
[n. launop.iist is bound hy ».. such ti.tt.-rs. H,- „:;,v iude-dM to ^v.ir,-h th- prices ,.f pr.«lucts uhu-h, th.v.gh dittl

""hir iinirht di>p!ace som

' Above. II, I, .5

>•!•' nt

ii'»i; t-a.-iiv to

^
41 '
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li. Ii.ul Itiil n Ihi' iniim 111 liiis to (-..nsiiKT only how t.. in

.1 1., ,.lii.l. liw.ivviim't iiniKU fXCt't'd thi
II' ;Ulloll 111 l.\ svlucll lll>*o\VII tl.'t |>roHl«f\Cff(l thosr ot

11 h

il

!f ?fl:*i

liMslIl»'^"»i"»

ikr th IMSI' it :lll ill)wlilt«' lll"n"|i"l\

iiH' for tln' HJiki

hius alri'.i.h .'Htalili-lxil it^' niarkfl, ,m.l Iim.h im
,
x,, ,,•

niison till HiUTitifinir |>r«"<inl m<-o

t'lituri'

imli's>

iMriuiil jin

1'

(HC.iin--.' its owiiii will ii"l mill' ^takc Miiy ii.

ha- a tair |in'<iwi'i of ri'rovi'riiiij il \Mtl

itit- troin tht' >alr ot liis [.roilni-ts. I''ir>t i

hat til.- outlay is fxiwctoii to iniprovr thrir i|ii,;!i!\

1 iiaiblo liiiti to .hail,'.' hi:,'l\rr pricos tor thfiii, whil. Iii:i:

1'
irhaji Il n iiTiasini; thfir saltv \vi 11 th,

uhicli mdiips ot them laii lii'Ui till- m-i'atcst iiK'fi a-

w ithoiit I'oiiNii l.iiiblv ihi'ckiii'^iloiiiaiiil : and li!f W 111 III IS

•aiTV till' fhirl' part ot' ll oxiiclisos oM f IUM lli'i\

ihn •ugh
1

lolitu'al tlior pn-MUv. he is prcvi'iit' Ir.ii,

th«' prico of any on«'. ho will roiuI'ludo that h'

ihan than ho wi.iild havo wi.shoil on utlur pr -i
larjjor s

in an cxtronio caM ilisiaiii from tin- jirojirti'M mitl

I.,<'t us now pass to ai ahsoluto moiiojMilist \\h'<\.

to bolii'No that lu- niivy i,nvafly ilovi-lop th.- niarkvi t

his proiliicts by sclliiii; thoi 1 a 'foiM 1 deal lu'h

whii'h they would yiold him thi- largosi n.t r.

jins.-nt. Ho may of courso nrkoii that, with a

ho Aill h.i\o lower costs .if pr.Mliictioii por unii

vhii-h will vicld him th.' maximui
lolii; th,

wi 11 \:)(' ar iiw JUS, or I'Vt'n

charginu;. Thus the pricv \m

pri'iiutts. ar.' partly depoiidont «i\ ont

lowor than, thos.' whu-h

ilicios, which he a<iop;? ;'

ith.aiiothor

I's- than

•arrincc

ho expected from .nu- pnHliut. ho may

much immediate r.'Veiuie for th- s

price:

1-. ;ls he had prolHiso( anid he mav rai-

Similarlv. if a tax wer.' impos.'.l on ' 'ii'

ducts : he won

liurden of the (;.-neral costs .

Id then be likelv. in et^ect. to thrA^

if his busiii

I :

^Jinil
if]

' If tilt" 1:i\vk\ iii...Uu't wfi-c li ••joint I'roauci" ii. t!..- r.

.

t,Tiii with •>".nf ot)i.^r that ht made : then thp !e--' o'lig •: :

(-.uwa hv th.> tax. wouid toud to diminiRh hi- ouif-i •:
''

uuiiKl ahiio-t Certainly rai-e the price of l! ^i.
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Th- .,.n.|.f,..n,s wh.rh may ..ull for -,.,.|, ,„.„.,„ .,„ „,. ,.art .,. in „ ,

,n iU-hi- i....h..|M.li.st ar- .t..|..,.,| ,;ahr, inln.,,,. ni fhaf ih
|',.t of >.,M.h pmcfioal ir..,H.r.anr., f.,.,.;,„s.. al,..,|,.t,. ,.,.,„„,..|„.,

.r. mr.. Huf .iirh ,-„„.1„,„mm an ,.„„„„„, ,„ fh- „„i.h ,„.„..
n.iMi.r..,, K't.n.p -f --un.lit.unal ,n.„,„,.,|„., K.,r ,„,,,..„.. „
.t...M,.hi[..u,n|«iMv. or a lar^'.^ ,u:mnr>,runiu,; -o.np^.y ..f any

|kir,^i. ha> ,itram..| a rorMlir ,„rial .nMM„,M.lv in a r.Ttnr. an i h
111 .•o.M.|..r fh.. .lansr-r that th- h.^'h :.^^n-^nu. ,,r.,fir, wh,.f.
h n..ikiri,' ..n its hn.inv.s as a «h„|.. ar- hk-lv t- f..„.p, „, w

nv.K ,nr,. ,t, an.a. If a ,.. w tax or .„„„. .•,.;,.tn.t,v.. r...n,-
.•I..M „ u,.,..s..,| o„ o,,.- ;.roM[, of ifs s.-rsKMs or ,,n.l,ut- ,f

ry..n ax..nn.. that [.,n-r.tial rival, wo-.l-l ...ak- ,u.o.,t.f for I'lk..
•r.:un,..nt. an.l r.jranl th.- pro,,H.ct. „f ,„,,i„„^ ^„^,j, ^.^^ _^^^

|.',„„[..r,t,v.. .,ri.i-rtakif.>( ..s |,.., Ln^jhr than b-f.-r- anr| ,m
n-iM. n.v ,t may proJuihIy rai,.- it. .-hartr.., f„r „,„„. ,,.,,(„.,
r,.r.„uN. rhaf un- not artVcr.-l hy th- n-. l-i^wlation a
.•,l.-„K.n.rtorh..l..v..kvvhir-hwo„l,|;,iv,.

rh.. n.ax„a.i,„ n-:
:...n.,(.,|v r..v..M.i... Of ,n,.. u .M „„, ,,,,.. ,^„^,,, ^^,^^_^,

Itn.isf |fv.-i>,

Mor.. cmpL.x ,H.u.s ar. ra.,,,! wh.t, a tnonop„|„f. ,.p „,„,.,
.-M in >..v.ral mark-t.. u. ..„. of .h.ch th- r|..„.an-l f,r ,.

h -ti. an,l ,n oth.rs in.-h^ti.-, tor h,- h.o Htron^^.-r hkI„. .....n,,
|t

!
.«-r hi. pnc- m th. form-r than in th- latt.T. Aj/ain o„-

^.

t^. -..Uk-r. ,,th-nvi.. ,„,Hlar, tnay h. at a ,„.,.h ^.^^^^^^^
^-.,wha,. th- oth-r: a,..i. ,f h. own .har,.. ,. th. .un.. ,;,,

• *.; tuark-ts, th- pnc. of th. pn-Juot wh.n U.annL- h.-h--• •arr.u;- may Fh. almost prohibit,;-: thou^rh th- low-r
Pn.-.-.t .hirh rh- n.ar-r mark-r obtain. ,r n.av not b- ,„„
''

^ '^ ^' "-;• -^^•^^'' -^'»"--. l-^U,mat- an,i ,ll-g,tH„at-
>^<a/t.,r pr:.--,|,sontainatior.. m n,ono(.,li.ti,-

f>.,|,cy,

^ J'".^

or ory^nohi., .uul , ra. of n .;,...tn,r>U: ,..,1...,
' - ,r .J.,nanat;on f.„r..-,. the.. ,.„., of}.

r' ,rM
't'h. ,h.tn.rt.,n

„J i,u,.Hrf„;.,., .-Irah. :.,„u„ ,,.,r.l

linn

'
'" ilrtiir

•-•> !.ir i: ha. l>(^-n „,.-i

rt. ti

"I

« it

'h

ItfMr

:„ ^ !i

prir But it mav b. m.t' hi. ^'>,i<^l.. or
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III, II,

VARIOUS INFLUENCES OF MONOPOLY ON PRICK.S

services are in such urgent demand from some groups of well-;

do customers that their purchases will be but little .limini.h,^

by a great rise of his prices. Meanwhile other groups may W

unwilling or unable to make considerable purchases at anybn

a low price : they may have convenient access to some tolerable

substitute: or they may be relatively poor, or finally hwnn

great occasion for the things he offers. Unequal conditions .t

these kinds are to be found in connection with the retiiil supply

of many classes of goods.
,. , ,

In such cases it is generally the rich, who are chargtd thr

higher prices. But in large commercial transactions, especiall;

in regard to transport services, any differential treatment tk

is made is likely to be in favour of the more powerful customer:

and this fact has contributed largely to a hostile attitude towards

railway discriminations generally, which was veiy pro.nin.nt not

long ago, and has considerable strength still.

This attitude in its turn has fostered the opinion thai its

railway, or other partial monopoly, were forced to charge the

same price to all, that price would be lower than the average ot

"its charges had been when it was free to vary them tosmtits

own advantage. There are some cases in which this result would

follow But in other cases the monopolist would simply disj^n*

with those of his sales, which could only be made at a low pm.:

with the result that some of his customers would be senousv

prejudiced; and the uniform price, which he chargeil wo.,k

probably be higher than the average of those which he h*i

previously charged.

Whether the first or the second of these results Mlm.

depends on the relative capacities of the markets for wh.ch Be

iu(Ls high prices to suit his purpose the better, and thn. i.

which he prefers low prices. For instance, in rural district^ tt-

only good artificial light to bo had is that of ininoral o,l:.

urban districts where gas or electricity is accessible, sch^

anyone would use oil if it were dear. If then the supply ol.l

Jre in the han<ls of a monopolist who was able t.Mhsonnn.i-^

h. would charge a high price in the firs, so.

"[f^^^^^:^^
low price m the latter. If he were prevented tn.n disca.

,at.ng he would co,isid..r whether the cust.m.^^ t^^^^^

districts was worth retaining at llie cost ol cii.u^ii.^ •
.
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ir the country. This would depend on the vohime of the urban iii, n, 3.

(iemand; and on the relation between the low price, which alone

it would bear, and his costs. If the urban demand at a price

considerably above cost of production were very great relatively

I that i)f the countrj-, his single price would be a low one. If

not he would prefer sales in the country at a price which gave
him a large margin of profit : and, abandoning urban markets, ho
would charge a higher price than if he were able to discriminate.

But unfortunately a discrimination, which belongs to legiti-

mate constructive business, is not always cajable of being dis-

tinguished clearly from one, which is strategic and may involve
danger to the body politic. A strategic discrimination nearly
alway.s has some constructive value; and its apologists naturally
put this into the foreground. It often happens that they alone
have the knowledge required for assigning to these two elements
their true relative values. The public, in doubt, may be com-
pelled to acquiesce in some discriminations, the real purpose of
which it suspects to be destructive: while it nmst prohibit others
that may be constructi\i under .some circumstances, but also
in» \'' applied to evil uses by routes which it is not easy to

i tnk

This matter i^ becoming increasingly .serious with the

' This difficulty may be illnstrated by an extract from the Keport of the
commissioner appointed in l'.)04 to inquire whether the great firms engaped in
me beef industry had been acting in violation of the public interest. He refirs

I

to the charge that they had injurioualy undersold local dealers in Hwall towns
k exceptional prices at the season when the local supply was largest • and
.'W« (pp. HO, 81) Mr .1. Ogden Armour's defence :-" On account of 'local
onditions we have frequently been obliged to sell moat products at a loss in
«rtam sections fur certain periods of time in order to keep our branch houses
r i.ini;. There are, for instance, certain markets in Ohio which, during part
of tlie year, are supplied largely with local cattle grown in the neighbourhood
Of necessity tlie prices at that time are not good, and the volume of our business

i

:Mut clown. We nevertheless continue to sell some beef, because we have our
i
mvestntent there and a staff of men, so that the expense goes on constantly
ana because we imve a certain lii.e of trade which we must keep ou our books
*Ve cannot close up one month and open the following with any success The
practice uf selling at less thun cost has not been pursued iu anv case with aTOW to obtaining a virtual monopoly of the supply of any meat prJduct, nor has
itmacycase res.ilte.l in securing to thi.s company any such in..„<,poly in any
pan of the c.nintry." No one can question the pri,H,i fade validity of the
defence: b,n those who have suffered from the underselling while not definitely

TTl "" '*""*' "'on"?"'?' •'»« been aimed at, may doubt whether
1

thf chief motives of the undersellicL' have h^^n r.;n^}v piibiic.

M. I. T.
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418 VARIOUS INKLUENCES OF MONOPOLY ON PRICES

HI, II. i. continual growth of vast capitalistic aggregiitions. Tha,

returning to the ciust- of mineral oil, let us suppose thut thf

greater part of the trade in it throughout a largo district hjii

falhMi into th<' hands of a compjvny, which desired to make it*

niono[K)iy complete. It might watch for the apptanmcv -:

competitors with small means ; and if allowed to discriiuinak

it might destroy them by .selling at a very low price in their

immediate neighbourhood. But it could not afford to aif

this price everywhere : ami if forced to maintain a sinjjie ^m

(after due allowance for differences in costs of delivtni, i;

would reach uniformity by ceasing to sell any oil at a v^n

low price : that is. by raising the average price of its saW

And vet this result might be mor. in the public intiTest inthr

long "run than that which would iollow from opening thcdw!,.

malignant discrimination; which might begin by suppn^nj

nascent comi)etition. and end by raising prices generiilly. thniijt

not necessarily to a unifonii level, throughout the whole distrr.

4. The irfafhtut betireeii two monopolies each uj wh'A

is (lepemhut on the serrices ofthe other. Buyers moiiop<Jlif.

Load ami other partial monopolies in mnltiple oinivrdii).

If the product of each of the two monopolies is ustk*

without that of the other: if each is absolutely free trum the

competition of any pKssible substitute, and the owner ot .ach i-

able and willing to wuit for any length of time; then thl!^r:•

no possible isstie to the contest between them for the iipprt

hand ; unless it be found in the good nature and .scn.'^eot .*.?

both. This case has, of course, little practical interest
:

fui t.'',f

shortness of human life, the changing conditions of (l.inand.ano

the development of technique have nearly always l,ios,ned s..i»

one or more of the foundations of any conflict betwi-en in ?.
•

p..lists, which hivs ap()eared n. have no solution. Nevtrthri.*

any such contests which appi'ar likely to last lont;. nmy i'-
'

public concern, and give occasion to un.vious thought .'n :fr

jKirl of res|)onsible siatesnU'U.

It i^ .'uston.ary to regard the employer a- tli'' biuvr
'

labour, and the employee as the seller of it. But a «vll-ki,^»^

boiist (it exceptionally powerful trade-union officials i> that t^}

jiracticiilh' c..intn>l th.-ir '.vh>!le isidustry. and allovv th-' fivipl'V':

ii
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just as much as they consider necessary to keep him at his work : in. „. t.

they claim to be the buyers of the employer's services. The
industrj- is of course dominated by long established routine:
a similar boast could not be made in an industry, in which no
moderate success coidd be obtained by an eniploycT, who lacked
the faculty and the opjwrtunity for constant readjustments of
his methods, and for cjisting away plant which became obsolete
long before it was worn out.

This illustrates the principle that when the services of two
s,^ts of people are re(|uin.-d for producing a certain result, and
neither car. be turned to any considerable use unless it hiis

the aid of the other, then it is a matter of small imjMjrtance
which of the two receives the price for the common pr.Kluct, and
pays the other for his share of the W(jrk. What is important,
is the (juestion which of the two is in the better jMisition for
bargaining.

Again a railroad serving a purely agricultural district of
a new country, must look to freights .f farm prcxluce as its

1

main source of revenue: while the farmers are dependent on

I

sales, which they cannot make without the aid of the railwa\

,

I

tur the whole reward of their lab<jur beyond their own food.'

j

If the railway is strong and uncontrollwJ, it may in effect
say to the farmers either, " We will .sell to you" or to any
purcha.ser from you, our .services at rates that will leave you a

^

We living," .>r ' WV uffv:T you a price for your produce, which
will gne you a living. If you refuse it, we will not carry your
prepuce at any rate which it can bear." The results are' the

,

«me in the two c;i.ses, though in the one case the railroad
appeiirs jis a monopolistic seller and in th.. other as a mr.no-
I».listic buyer. In either case it would probablv have th.. ni.i.er

I

(land, beciiuse it could aff"ord to wait.
If, however, the farmers were able to combine and make a

failway to reach the ocean, or navigable water leading to it the\
might .send their produce to markets hitherto inaccessible to
hem: and, acting in combination, they might refuse to buy any
mnsport froM, the railway ^or, whieh comes f. the same thing
iiltimately, to sell any prmiuce to it) except on terms ..nlv just
^'fficently favourable to it, to keep it in business.

Again •nsif.er f-artels, each of wh-.h cuiUi,,;., ^ stage nfu

»^
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single branch of pHxluction : as, for instance, that of (lnu\ ini^ thf

wire of which wire nails are made, and that of making the na!:-

In this case it is jiossible for those engaged in either t^u\i-\,.

undertake the other also. Movements of this kind arc going.

r

in all countries, but especially in (Jermany :
they indiciitr thi:

though the buyer generally hius the ujiper hand of thf ilnalr

in the oitlinary course of trade, a combination of sellers tr^

(juently dictates terms to a combination of buyers : and, if thr

buyers are not ultimate consumers, the public may sutlVra

two-fold burden.

This leads to the remark that, if each of two lnon()I».lle^

is essential for the jierformance of a given public servici', iimi !'

theiv is no chance that any effective competition will be Hflferni

to cither, then it is generally in the public interest that ihev

should be amalgamated. For when -separated, the beiutit of am

outlay, made by either for the improvement of itsethcieiRy,*ii:

accrue pswtly to the other, until new terms for the tiivisinn nf

thf earnings of their joint work have been agretnl on
:

wht-r^*

a single monojKily would get at once the whole reward 'if its

enterprise.

Monopolies of this cla.ss are, however, seldom as absolute ami

IH'rmanent as they appear; and it may be important m thf piblic

interest that doors should be left ojx^n for the appparaiK' 'i

competitors. Supp<ise for instance that a line of .steanu-ni nn-

between two ports, each of which is served by only one ri'.lwjj

the immiHJiate effect of a purchase of the steamen- by one 'f 'k^

railways might probably add to the efficiency <{ the «»n'>

without any increa.se of cost: and, possibly even at a lower c?:

But yet such a purchase might in the long run beoontrin-v

public interests, unless Government exerted a stroiii; inl^'I>-^^

on the railway to prevent it from making harsh use of its nvir.-

polistic power. In the long run, it might have been better tb:

tht> steamers, in indep«Mident hands, should have ott'ereii iwl':"

ments to a second railway to make connection with tliein s'
'':

same, or some other, port'.

> Till- Railway Act of 1H,';4, clause 30. ordered that a railway eomr<'L. '
''

authorized to set up a line of steamers, should be required t^' cLsr^-c i;^ >»=*

f(irp« to iiii9R."nt.'ors on the steamers who travelled by rival imes a? ^'^'

to its own passenRers: aid the Act of 1883, clause 30, aiit.l.rnw ",•
><'

1 i
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Sonietiniea a conditional monopoly is huld, not by a sinj^lc iir. n,

owner, but by a group of owm-rs; who may act sometimes inde-

pendently of one another, and sonu-tiinca in more or less stringent

association. Many such monopolies in innlhple ownership are

local: others are national, and they will call for careful study in

connection with the policies of international tnwic. Others are

hised on common interests in some branch of industry (»r tnule;

which is indeed open to all, but is yet a partial ni<)rio{)o|y for

the time at least of those actually engaged in it. The most
prominent instances of thesfi are cartels, the members of which
act in unison. But there are other cases of monopolies in multiple
ownership; where the btmd of union is very slight. They are
largely as-sociated with localized ownership of j)roj)erty: taxes
(or rates) levied on them are often spent mainly for their bt-nefit,

and are nut "onerous": something is said about them in Appendix
L But an imaginary illustration, more appropriate to this chapter,
may be given here.

Suppose that there are .several patents, all about equally
effective for making a thing; and that there is no g.xKi method
available for making it, which does not infringe one or mor.; of
these patents

:
also that the various patentees do not agrer on

terms of fusion. Each might look to get a certain monop)ly
rtvenue in excess of normal profits on his capital (remuneration
for his own work being included) ; and push tho sales of his
ginds at the exjxmse of his rivals. If the industry yielfled a
more than projx.rtionate incrciuse of product to increased labour
and capital, the well-known conditions of unstable equilibrium
would aiisr: each would hope by increasing his production to
undersell his rivals, and thus gain the power of still further
underselling them with increaseil profits to himself. Thus,
from a purely abstract point of view, it would apjjear that the

atiihonly to claim a hearing of thecharge that the railway cmpan v. <,r compauics,
>mcn ,serv.d it, placed it at a disadvantaK'f- as comparc-a ^nl^\x^^ otli.r part
*rv«i bv the ,Hiue company or companies.

.\ somewhat ..irmUr critical ea.-e ari*8 when tl.,.- productn of one place
J. can ... best marketed „t aiiother place. /{, on tlu .ano. railway Then the
earners ar. likely f, -ay that - the value of th. „ ^ervi.•e •

is ,hown bv the eicesH

I

•' 'i* /< prices of those products .,ver the A prices: while tiadt-rs will ,„»tifv
I

.Mir /. prices by reterence to the .i.rners' charge.-.. Circular reasoning's of thin
I undwul be found to add to the inhHr..Mt ditnculties _' !n.°.r.v vr^.-'-.l^ms f =e"--'

;iii)a,ip,ilistic
I ruduction, trading and transport.
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I

in. II. 4. strongi'st competitor would ere long outbid all his rivals h\

selling close to mere cost of pnKliiction, or even below: and

reducing the problem to one of simple monopoly. But, in th*

real world, increase in the size of a business goes with increas.

of age, which is often a source of manifold weaknesses ; and n

violence is involved in supposing that several firms with al>i'j!

equal economies of production remain in competition. Then ;i

a tax fixed in amount were levied on each business, the biinifc

of the tax would remain on it, provided of course the tax «vrf

not sufficiently heavy to put a stop to the business: and tht

same would be tnie of a tax proportionate to the net inon(ip)i

profits of the business. On the other hand a tax projKirtinnatf

to the amount produced, or to the gross receipts of eacL

business would diminish production ; and parts of the buriec

of the tax would be shifted on those who bought the product u.

(juestion, and on those who produced the materials and pbin;

needed by its producers.
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CHAPTER III

m
COMPETITION AND MONOPOLY IN THANSPOKT

1. The intfrpermeation of competition ami ninnojHtli/, iii, nr, i.

iUiutrateif by the simple rase of traffic at a mnail ferry.

Man cjin create thought : but he can only move matter,

readjust it and bring it into jxwition for being affected by

Nature's chemical and vitalizing influences: there is indeed a

large element of simple trans{)ort in mining, forestry and even

some manufacturing industries'. But yet the " transport

"

industries, which undertake nothing more than the mere move-

ment of persons and things from one place to another, have

constituted one of the most important activities of man in e very-

stage of advanced civilization.

Transport is a common need of nearly all persons and nearly-

all goods. Speaking generally, each transport agency can carry

almost anything in its special area; and it thus differs from

a cotton spinning mill, the plant of which ciinnot be used iis

a whole for any other purpose than its own. But much of

the plant of an engineering establishment often takes f)art in

the making of hundreds of various products. No doubt then-
is much variety in the handling appropriate to them : but a
similar variety is often met in the handling for transport of

various things
: as, fur instance, human beings and live animals :

idandgdld; lumber and perishable fruit. Thus the .services

rendered by transport agencies are s(j much Uiure uniform in

character than those rendered by most other industries, that
the varying relations of mon(.jx)!y and competition can be traced
m them, with less intermingling of technical considerations
pt'cuhar to them than in the c;vse of any other great group (jf

' See above. II. i, 2.
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HI. Ill, 1. industries. They iirc then ton- used to set the keynote nt tti.

present Book.

As was indicated at the beginning of this B<M)k, the ni.<

jtroniinent instunee of the interj)ormeation of coiniietitiuii w
monopoly in the nuKlern world is to be found in niilw.iy tmtii

But th(> advfinlages whieh a railway eonij)any ilerivcs tr i:.

the L-xclusive occupation of a great thoroughliire have v..r,

little counterpart in other industries. Acconlingly it is bor

start with industries of tnmsport on open ways by land aiid waur

for competition jKiiietrates into them further than inti) tht- ru

way industry.

The main outlines of the jirobUnns of trans|X)rt are prcsiniH;

in their simph'st form in the case of a small ferry. Fur \\[<-

journey being short, the same boat generally carries piwslIlJ;t^

and all manner of gooda : there is no occivsion to make sptcii

provision for things that need to travel quickly, or rcqui.^

careful packing or tending. Thus the ferry differs widely fr t

a shipping line and a railway : but yet its management si>iiu'tirat!

raises issues, which are prominent in railway litemture.

For instance, a fcrry-bojit with only half its coiiiplement"!

passengers could take a few more without appreciablo ci*

When therefore we say that free competition among ferry-bai«

where there is no monopoly, tends to make the charges equal ;

the cost of service ; what we mean is that it tends so to adju.<;

the supply of ferry-boats and their charges to di-mand, that th-

earnings of a boat give normal remuneration to the capitiilano

labour invested in it: competition adjusts charges, not to the i'«

of carrying any jjarticidar passenger, but to the whole pwa

of ferrying for gowls and jMissengers alike.

If the boats carried oidy pas,sengers, each piissciiger inyir

fairly be .said to have cost the annual expenses (including p*!-

and depreciation) of working a ferry-beat, divided by 'he numiv

of passengers cariieil in the year. This is a simjili' iiistanot^

tlie general proposition that the cost of production, withwbr.

economic science is concerned, is scarcely I'Vt^r that ot a an^i

unit; it is nearly always that of a whole i)rocess. Theciist
'

u particular cupy",)f a Iv-k -vr :i parti'-ulnr !-• !ik.- th:>t of carrviu'

a particular passenger on such a ferry, must be infernd triiiiit:?
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(•,)st of the whole production. A book left on the piiblisher'M ill, m, i.

hinds, or an ice which ii vendor takes home on a hot day,

c.im'Hponds to a vacant place in a ferry-boat or a railway train :

the prices of those things which are marketed nmst cover the

•dsts of |)ro«luction of those which are not marketed. The fact

that a tmin can carry an additional piussenger without ajjpreciable

nist to it, hius sometimes been alleged as a distinctive feature

,it thi- railway industry : but it is oidy a strong instance of a

.'.nt'nil rule.

Again, on the ferry-boat, as on the railway, there is no simple

rule for dividing out the costs between passengers and goods.

It the space occupied by cargo could not in any case have

aLTOiuniodatod passengers, the division would, for the time, be

iiibitrar}-. But the structure of a boat can often be so modified as

ti change the i)roportions of the acconuno<lation which it offers

lur pasaengers and cargo : and then the additional cost required

fir constructing and working a boat to carry rather less cargo

md rather more passengers, or vice versd, affords the basis on
which free comjxitition could divide out cost and charges in the

lung run biHween the two kinds of traffic. In such matters the

tendency to experiment, which is innate in human nature, will

*imetime9 try various arrangements : but more often there is an
inert !vc(|uicscence in a traditional shape of boat and a traditional

distribution of charges.

If all the ferry-boats connecting an island with the mainland
are in the hands of a single owner, with ab.solute ])ermanent
monopoly, unfettered by any regulations, his charges may
limbably be adjusted to " what the traffic will bear," in the sen.se

I

"t yielding the maximum monopoly revenue. But he may be in

>'mie niea-sure influenced by considerations other than those
t immediate gain : and in the extreme case in which the island
txUngs to hini, he may reflect that charges, which appreciably
'imiinished its attractions tor residence and (or business, would
-' retard the growth of population and the investment of
"intal in it, that he would lo.se in rents ..f agricultural and
irbiiii land, and in other ways, more than he g;iined from high
'harges ior the feny. Hi- may therefiuv lower his charges
'
l"ng way t^xvard-i th=.^:- %vhi=^ would affi,rd the ma.ihumu

''"I benefit
: that is, the sum of the net benefits which he

Ml
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III, HI. •-'. derives (liroctly from the ferry; togi'ther with thoHe d.'nv.iibv

the iHliinders fnun the j..umeyH which they would t;ik.,iiii.l t-.,ni

the biisinesw which they would airry out if the t'rtv i'hi»rjr«

were low. but which they woulil forejfo if the charges were hiirii

If he owned only a jwirt of the liind, " e would not, ii> ii inai' '

of business, lower his rates very far: he might howev.r iwlopti

"Compromise" set of rates, lower than pure monojhijy rito

but higher than those which he would adopt if he regiinlcd hi>

own interest as subsUintially one with that of the i8lan<l.r!<.

•2. On the often high rmid mum kiiuh (\f tmffiv *lm

tnm'» qf monopoly, and of the arbitrary (lintribiifion uf

ijeHeral coM^* . but competition heps the chargesfor the mm,i

bulk of heavy traffic close to its iwtual costs.

The problems of a carrier on a route, which otters iiisiirtnien;

employment for more than a single cart, resemble ihiwf "I a

ferryman in like case. S(j long as he does not set his tbari;.-

so high as to invite comiHjtition, he has a partial nioni)i«)ly.i«':

he may put a rather high charge on any service, which is dwiM

by people who can aff"oni to pay well, and have no convi-ni-L.

alternative: though those services, which farmers and well-UKJ

people can discharge easily for themselves, will not bear a hi^r

rate.

More interesting are the problems of services by oiach'^

working with fixetl time tables, and cjurying mails, passen?.^

and light parcels. Their equipment involves large expense, t

many journeys that hardly pay prime costs ; and, pjirtly for tht*

reasons, their charges are arranged in some respects on meth"i-

which are commcmly regarded as characteristic of iiionop(i'i-r;

railway policy. A coaching firm can adjust fares for piissem.w

insideand outside, and for parcels, to that which each ><^n "t th

traffic will bear without gre.itly shrinking. If it fiiid.^ that th-

arrangement of charges, leaves part of its acconiin.Hlation idi-

while another [Kvrt is over burdene.l, the shape of thr cwh-

can be gradually mollified to suit the changed ci.iuiiti.^n?
'•

supplementary vehicles can be employed.

Again, the conflict of interests between long and ^h-r

di.stance niilwMy traffic is c->mmon!y asso^-iated -Ith ™i*i>

monoijoly : but it may exist on the highway, in a jilacf »he^

ii-

W¥^<-,
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thf tot »1 <liiiuind for the H«>rvic»'H of public jMWM-ii^rr nonveyiitu'o m, m, i.

is small, i 'n thonph there Im' no iiionojKily. If there nre two

nr mure nmds (but no railroad) conneetiriK two towriM, the

iiiaches serving them will ehmwe the Hhortest. Those who live

(in 11 longer route will however (lewire fiwilities for tmvelling

biith IckmII} iind to atMi from each of the? towns : but their imftie

limy probably not suffice to givt^ fairly giMxl oeeu|)ation for a

'ingle coach ; therefore, if a coach is |)ut on that route it-t

barges pr mile may reasonably l»e higher than those on the

main rei ''. But that coivch could not attract piissengers for

the thrfuigh journey without carrying them at somewhat lower

litres for the whole journey than are charged on the main route
;

And therefore at a much lower charge per mile than for local

traffic on its special route.

The competing coaches on the main route may accpiiesce in

that amingement. But if those who live on the longer n)ute

find themselves charged more for a long stretch of the journey

Mwien the two t^iwnfl than is charged for the whole distance

between the towns by their route, a feeling of grievance arises

;

which is not easily to be allayed by argument, though in fact it

is n<it well founded. Such cases are rare : but somewhat similar

oases of reasonably high charges for short dist nee traffic have
been given great prominence in discussions of public policy nn

to railways; as we shall see.

Pasisenger omnibuses in London passed long ago out of the
hands of small firms into those of ctmsiderabic companies. After
a time the companies divided out the traffic between them in

[leace, broken occasionally by violent fights'. With the advent
"t motor trattic, there has been an increasing advantage in being
able to keep u large general reserve which could come to the
aid of any particular di.strict, in case of exceptional demands by
the public or breakdowns of the plant: thus combination grows.

Thev madf common cause against int.Tlopers ; amt thiie was an offiop at
•mch a list (,f ff., - was kept, each corresponaini? to tht- ch which must be pai.l
f"rUa\e to rnn an omnil.us on a particular route at -ivpn liours of the day.
01 course any omnibus mi«ht start without payin- ttic fw ; but if it did, "it
wnuld Ic "nursed" by one raunint; ]ust before a. and another mst behind

*uu orders not to spare the liorses, but to cut n tictween tlie iutrudinR
oninibns and its passengers.

' •>
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III. III. .'. But 111 citi.H >'t till- fiiNt nink lh» ijH'tiliv.' luliviti.r. ut tr,;

wiiVM iiml iiiutor-caltHiiif Mii|i|tlfiiiint.<J hy thost- ol iiiul. ti;i,.„; .

milw.iVH. 'i'hf nitiit aiiiiilnaiiiatiiiii <>t h<iiiili>n iiinl> ri;r/

milway, tmiiiway. ami ..iimihii!* onupiiiii.s ^ivcs M-ny, t-r .r ,

I'coMtiiiiit'M iiiul fiiliir^t'il (•uiivriiitiicis fur tiavilliTs. It i,,.

jirovc a ;;ri'.it piihlu' U'licHt w. Idi^' as iIikm- in ruiitiul .u, ,i,

i-iirr^^ilii-. aliTl I" .s«'t'k im|>r«iv(iii<-iits in ttchni(|iii'
,

,i';i-

pri'iiii-t.' r«iih..rtlinat<-H, with true iiiHiu'ht into tli.ir (|u:iii- .-

nnnd and i-liaiact. i. Hut, slinulil lUiy slac l^Il«^.s sii|m i\.ii.

ini>n..|Kilistic (Miwor of tli.' anialgiiniiition may raisr d. luu, i-i

luithtiriljklivf intrrvfiition, and thus imroas*' tin' l)iinl.i,s^

U'lul to imjMiir ihv trtioittuy ot (iovorninint in thai w.rk »h

it alont' can do.

Aj,':iin, nnifli ot the collrctinn and distribution of l.irj. ir.;

Hinall jMirrils over a very wido area, thoujjh oinn to im ry ti. u •

mc'ssjirily into thi' hands of one or inori- jiowi-rful or>;aiiiii'. :,•

it is in fact of a .sfojM' too largr to be pfrfectly ni.iii.is''-l •

any forcf b'ss than that of the utiiviTsal Statf ]«<<. Th.-

the long-<listanci-distribution of light paiwls. Iitt. i>, ,(> r..-

fallon ahn(wt wholly into thf hands of imblic and prn.il.' K-i: •

with largf ri-sourccs'.

Far ditlbn-nt i« the Oiuso of the tmnsjKirt of hiii\y ,i:««i-i7

road in largi- qiiantitii's. EvcryoiK- who habitually >. iiii> ^t,

wagon loads of any sort of goods, cithir ki-rjis his n«n wc :•

for tho i»ur]x)Sf ; or makes a contract for the work on . ninj» •: .

terms, dose to actual cost of sicrvicc, with somi-' tirm t.l.:

sjR>cially cquipjH'd for such work. The recent inipr •\' n.r.:

the surface of main roads, and the development "t imij !,- ;:.:

even small trains propelled by steam or internal min! >• :

along the roads, intrinluces a new coinixtitivr il.in.i,-

' The iliv»-ri.'t'ncrs bctwri'ii i.lmrci' and rost uf servi.t- Uk ]• -Li - ' "^

initeed tirotesqiif. For instain-.', tht- cimrirf lor Kfiidiiii; a !"• 'k I v !'
'

» -

or so from one part ol the saiiif [Mii^tal diUveiv svsttm to aiioti.tr. .•
:

• »-

as for sending; it from any jiart of thf l'o>tiil I'nioii to any oth' r. tr: .:.:-:•

may be tin thousand mili- apHrt. IVrhap-i motor wat'oii- InH^ r-:---'-

of these an.imaiirs; the char_'i8 (or tht' dflivi-ry of parcvls ov. r -;i.i..
»'•

\H-in>; reduced to miioli loner l.vel.s by the activities oi jii. v.t c ;»
-•

These companies are however i;Ot unlikely to develop after :i tK: e •} i: r

.^-..3^ „->;.., i^ ;>omn:iri?.on of tiis practioo of llie <.ioverT'tnt-tit> uf \v '^'« '' - - '

in itiis matter with that of AmiricKn Express Compatue- in r.i-'iii t
:
'•'

-'

tion and delivery of parcels is not favourable to private capita, -t:c ,
ri:ii;::i- -



ON THK ROAD MO.\0|H»|.V tS KAKK, fosT oK SKRVK'K HI l,r..S l-.»!l

[\\>' chiir^'i'M miulf by niilways f'nr <'arrviiii,' ;,'i..kIs mi l)iilk •>\>t III. m. :i.

iiiifliuin iliMtiinci'H; of which 'iiurf htT"nt't«'r'.

:\. iht the 4)cmn an on the haul, rftaiytMfhr the nirriiujr

i,l' htiii'f/ (fiHitlM in hull, air i/aiYnni/ mnhilij hy tin- roMtn «//'

Ihf lurrirrn rnifUreil ; irhilf f/u- r/tnrffen /nr t/nirk trmnt/torf

•itjixtf/ tiuifM fire in ifrent mniMiin tutjimtn/ to iIiiihihiIh fin-

Ihf itfTi'iciM rfinlerril.

Britain is the chief home of tht- shippir.fr industry. 'I'hc

ciipital, which she h)i.s invcstftl in it, i«, indfi'd small relatively to

that invested in her niilways
: hut her pros|)«ritv deprids on

ih.' srruK.th working,' of her shipping; inrliistrj- in an exceptional

iLxrcc Norwiiy, Zew Zealaml and .lajwin also have |)redo(iiinant

inttrcsts in the sen: but Britain for the present pioneers the
way in shipping,' problems. Th.' ImsI sfmly of monoi^.tistic

pr..hl.nis ill shipping; is that made by the British Royal C.ni-
imssi.m on Shipping Kings ( l!»0<i -!l): ami, as these problems
ii-s«.iiililc iiienofxilistic prnbleniH in general indiistrieH more closely

than do the prol)|,.ms of railway nionojK.ly, it is fitting that
pmriiinence shoiiM be given to them here.

Sailing ships u.sei* to lay themselves out mainly for cargfK's:

rhiiUKh th.A were generally ready to take a few iKW.sei,gers.

Th'-y might have fixed times for starting; but thev coiild not
h.ivc .v. n approximately fixed times tV.r arrival at the end of
i-ng Voyages, and they ort'ered but f.w amenities: scarcely
tnyime ti«ik a long v.)yage unle.s.s for urgent business. But
'hv rfntioiny and etticiency of larg.' steamshij)s have offered
iiK'nuMiig mrluc-ments for taking long v.-yages on even slight
"•<-a,Moiis: ,in.| this change, together with the growing demands
mil ns.nnv, ,,f th,. chief post offices of the world, has called
int.. txistrlic- great fleets of swift steamships, which make it

'h-ir first business to attract (wi.s.sengers. and in s..m.. e.-tsrs

inails; thnr s,.r,,n(| ;ii,„ js to attmct such cargo jis cm atfonl
t"liay r.lafi\e|y high charges f,.r sur.' ,md cpiick transport^

»*e b./io«. pp. .-,o<i .-,o;. Atuuti,,.! has been called oii- ov,-. ,.. -I'M, t..
i!=-

a
ivamat.'.-, winch a j-iant retiiil h.i=iu. .^- j. oliamini.' nv.r i.K.-al shoi.k.^p.-rs

ti roiicli -,1=
v.,«,

r ,,f leliwrms it> i-'.odx hv u " ti.-K <.f uu.tnr wa^oNS
'

hm the
^»ne^Jal».,; thTti.v are uf a diilcrei.t older l.um th.-^-e u..w in view. *

- •-;..". ,-,:i-,„i.., aciiviiy 1,. iii^;h in America and lo* in Ku:o|.e, ri million
mvxmx, may ,„ vtestward.s in a single year: and a coD.siderab!e number of
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4,'^0 COMPETITIOS ANU MONOPOLY IN TKANSPORT

III. HI, 3. The chit-r advantages which u great " Line" offers to s^hipjMN

besideH (juick transit in well-apiK)inted and secure .slui.s sailui'

at short intervals, are implicit or explicit guamntets iii, t„ ih.

care with which the cargo is handled, and aa to the stiibilitv!

the charges nia<le. These advanUges are of some imiHirtani,

in regard to light gotnls, and small consignments ot all ^.lrt^ .|

goods. Light goods, which are liable to damage by cartU

treatment, are not readily consignwi to the charge of an tiiiknnwn

|)erson : but the shipper knows that a great Line caniiut atfon!

to let them be handled negligently, and he often dots nut lvh

concern himself to in.juire by what ves.sel they will tniv,l

The more frail and valuable his go<Kls are, the more liij.'hly h.

prizes this speed and security, and then^fore the higii.i is tfc.

rate which "the traffic will bear" for them. Again, num

foreign buyers iK'sire to have prices quoted to them for iliiiwr;

at their own ports. It is trui- that in the ciuse of any luirtaiiLi:

large consignn\ent, the charge to be made on this aw.iintt-i:,

be iiscertained by telephone and telegraphed to tlv buyur; l.v

for minor ci>nsignmeuts, and esjR'cially tor thos.- iulv.rtN'-l ii

price lists addressed to small buyers, there is :ii\ iirgmt iifil-:

charges fixed some time in advance'.

tliem return wlien the c..n(liti..ns nr.' reversed. It is true tlmt the ;ieafl,mer-

ha« no exclusive hol.l on emigrants and others who arc content with rou;

aoconimrHiation, provided the chftrRe for it \* low. but the CHrrm... o. >

thousand eiuiKruntH on a lower deck of ft ;;reat ship can !..
. ll ru-d wr

cheapU- their food is inexpensive, and they pay little more iukI.Iv for s(«.

than dooR tiist-clas« licht car^-o : they even yield a hiKher rate of u.! pradioL

their direct costs than do tir-st-cUss passengers. In the main the can .»«>• >(

»

grants belonRS to the creat coiupiinics: expensive or-anizaU-ii i- raimidk

collecting full loads of emigrants.

1 This is a matter which has more inflnence on the courses of iiU>rii«i»

trade than is^enerallv known : its importance is i.icieamd bytlualin.isiiunvtM.

tendency of the present a^e towards keepiiiK ever Mnallcr stneks .f .acu al

-

ever iucreasinj; variety of Koods : and teplenishins? the stocks by small «»•

at frequent intervals. Liner freight rates are at so much a ton bv wi^'l.t a

• measurement '•. the latter being taken at forty cnl.io feet: llmt Ui.H'^'J ''

.•hoseii ill each case' which indicate.-, the higher cliaiK'-.

DitTerences in value an.i ease of handling have led to the !..iU-niL' t B^"-

ware in crates in . s IV. with clay, clnilk, crude form, of iion, .tc .b-

i,„i, chains, oak boards, etc., were in class II and eop|Hr in class I. Uvn^

tor class 1 were nearly t«ice as high as those for cla>s IV ;
but as Kla»s W-.

measiifement, a ton uci;iht of ulass pays at least as much as a t..ii " ''"I'P"-
'

may h. added that shippers complained of the scarcity of inf. •lumtlollou.•iu

mallers; and that even the Commission's in.iuirics met will: but httl> wipA-^-
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But thes*. advantugos an- of relativ^fly .small importance to 111. ,„, .i.

hip|»or of common xchkIs in bulk, such as grain, coal and
„ir ininfrals, cotton, jute, wool, ,.tc. Thr .shipper of such
t;in',.< f,'.nt'mlly finds it to his advantage to hin-, or " charter

"

,m.' or iiion- cargo ships f.,r the purp.s.-. A gn-at j)art of the
transp.rt of all th(!sc things, and csp^rially grain and coal, is

ili.ne bv "Tramps"; that is vessels which have no regular route
and no fixed times of .sjiiling, hut ever seek those ports at which
they are most likely to g(>t gocnl freights. This work corresponds
to that of earts on the high road which carry things in bulk.
Liiifs of ships, like lines of coaches (wh.^re th.-n- are no railways),
carry ]iH.s8eugers and small parcels'.

The frewlom of movement of Tramjw, and their variety of
size and speed, enable them to supply whatev.-r accommcxla-
tioii any n...rchant hajjpns to want, without asking him to pav
foreapicity or spi-ed that he does not need : and their iK)sitioi,
IS ;n some re.spe^cts impregnable. They do n.)t indeed keep
tn'ights steady

: bt^u.se harvst variations, and Huctuati.ms of
uenml credit cause the total deman.l for shipping all the world
.v.rt.. vary gr.'atly from year to year; whih- the demand at
muiw |K.rt may change violently with but short notice. A
'hippr anxious to hit some market, where th.- price of his
imiin is a f.-w shillings a quarter higher than he can expect if
h- rnis.M..s that market, may be willing to jwy Kk extra fK'r t..n
mord..rtocatch it; and that is a very large addition to the onli-
nanr Iramp rates for most voyage.s. On the other han.l, when
icndent or tiuscaleulation has brought to a jn.rt a tonnage much
'"m-es.sot the cargo uvail.d.le, Tramps will carry freight at a
'"m'ly ih.niinal rate in a directi-.n in which they expect to
""'I go.Hl .mployment. But in spite of these great rtuctuations

«^"a'rji"
"'" """"* :'""''" """ ''^"""'" "™ '••'""- '" '•• "^"-^

Z:, T:
'':"'"-'""""' f'"'

" ^>'ii' ^^"'"'' "ff" '"- ">",.i. ,00 bi. .•„, t,„ ,,„,,..,
M.r, ro,„„r..s ,u, .Hort to appn-lMMul th. ,l,ff..r,.„c-e in seal- b.tu,..,, ,!,.

7^,lT"vr "^'""' """•'"•'
^ "'"' ""'"• '""^'-"iv. .i.,o..K ,„„v h..

^ - f : a S ," :''"^"'« '""'" "'*" "' t''""-"'.l tons, w,ll ,..u,suu.,. h„t two
.

'

»' »'" ; '•I'Hm.nK for an hour ut .he rate of „|,„„t >,m,. k„ot«. That

""•« „„J a half ,,ound« ; eontinK 'ess than a halt (H-nny.

mjs

. H
'

hit

.!•
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^.^2 COMPETITION AM) MONOPOLY IS TRANSl-ORT

,„ ,„ ;, irum ti.uc- to time, the uvoragv csts of carrying the gnat -„,..

of hfovv ocMvin trattic an- ki-pt down, dm-ctlv or indir.ctiy iv

the coH.'iH'tition of Tramps very clo^o to tho actual costs „t - .•

choaprst imth.Hl of traiisiH)rt that hius ever been known. Th;.

it may be siv.d that, ius a rule, the priees current at (..r;> :

delivVy for k-mmIss carried iti bulk excei'd their pnc-s ai p.r-

„f origin on the average of a d.ca.le (in which there hiist..r.

no great war or other violent disturbance) by amounts th;it ar^

just suffici.'ut to cause the supply of cargo vessels to ke.pi^:

with the increase in (juantity of heavy freights that are s., kir,:

tonnage'.

Of course the .legrees ..f control over carg.. rates wn:,-

are exerte<l bv Liners and Tramiw respectively vary wiih th

circumstances' of each course of tra.le. The tonimgr pxv:!;.

between Kuroix" and North America annually excciils th,.' r.

all thi> rest of the trade of the world. But it is largely .k-ci;*:

with i);v.-sengei-s ; an<l then' is so much empty carryiiii,' n"'

in the h..lds of manv Liners that the regulati.ai of caix'., n-

by them is impracticable: they ..ften underbid tlu Tru;.;-

Again the coasting trade of Britain is so much cntr.rM by

railway comjietition, and so intimately connected w.th-ii..

local atlairs. that it also is not regulated. Again thetuM,.-

reciuired fur the tnide to Euro|K' from Argentina, Austn.li.i ir:

some other countries is much in excess -f that tuniish.'. :}

Linei-s: and rates an" practically govnud by th. -il'p-
'

Tramp tunnagr r-iaiiv, ly t.> the d.niand: but .u..iv ! '
•

little later-.

tiv,. t.. .M^-l.t-t..nthr' of ,ill ilR. . N.-tmu- ^.liippi'V-^ Ai;iv..n..i.t« ;.:r..' -• ":
••

rHl.w ,ir.. rare; for it srUUm. h«i.r."^ that anv one nf th.M. ha^ a -p- » ' ^

,n anv parli.ular rout.. On th, .th. r hand th.r.- .i- M.-n- ,.f •!.. ..-

of ,reat hues of car,., sfau-r.. w„h .tr.u, ca,,.t.h..u. U..k.„. ..
.^^^

for .h.< roa.on, it s.vn,. ro>^.h!.. ...a. th,. ..m.ht.ons „f h.,.- ....
,

^-.

„,HV a,,.r,.xi,nate .., son.- .l.^n- to th-... of ,a«K..n...r ,.,. ''^•' -;
;

-

Th,- char,..,., inadp during the wori.i vvar ,.f course hvUnn' i- ,i ^ '

. Ti... int'r.,>n,.,. of Trumps i- now Mr,.n^-,..t in t:..i.n trade
.

-i^
'

,n ti;, ^^hea^ tr., ... Of cour.e cal carK,..-< are ^a-,l^ h a'..,
>

.:.

„„.,, ,.,,in e.i.vo, -. I'.nt eoal .» often ..~ed h.v .-nt,.:

to mak, u), th. n l.ad- :
K,.n,elimes It I- n-td lor t

,b,. .h.,. ilw If or i.v anoth,.r hel„u.Mi,K to the -am.. o»ner
.

-.

at a ,...Hhn,. ,..«. ( o...se,i.u.n.lv no attempt i. ina,i.. t., .e,'

1 • !. li

1, Ii!i:

l.L.ff '



FUSIONS ANO CONFEKENCEM OK SHIl'PINO COMPANIES

4. The groirituj eoiteetitrutinn of a larijt- part of thf

ofeimk pmsetiyer and light yoodn tmffir in the hamln of
a rehtit'eli/ ttmnl/ Hiimber of pfurerfiil compauieH : f/roupn

itfwhirh oft€n act tmjethe.r in "Cnnfefetin.'

\Vf saw in Book II how tht- |)r(pf,'n'N.s of lc(;(uii(|iii imt only

incrt'ase.s the size of thf i>Iarit which ",ui \>r worked l,v a ^riv.n

niimbtr of men, but al.w iriiTciiHcs the ftticimcv of pow.rfiil

jilant inori' than in projmrtion to its cost; and hfiw ihcsc

changes tfll on the sido of the lar^'c business relatively i.o

;hi' small. We saw also that these influences .if projrress have
btrn s}<ecially consj)ic!i(<us in the building and ineehanical

working of giant ships. .Moreover such ships can afford a high
'-hbs of professional service, inchuling that of wireless telegraphy
hv night iw well -m by day, and other amenities. These direci

nriuences, tending to strengthen the companies that are already
[«mvrful, are indirectly suppleuient<;d by geoL^aaiihical cause-i

vhich coiicentnite the be«t [Ktrt of a country's trade in a s nali

number of [Hirts, and thus further pn-mote the expan>ion of a

"mpany 'hat is already jKiwerful. For large ships need deep
ntraiice ciiaiinels; and {x.wcrful mechanical a[)pliances, that

mil ioail iir unlrtad several thousand tons in a single day: a small

Y'TX caiiti It do this unless aided by -ome puldic authority

rbva railway that naches the ocean at that jxirt. Kailwjy
•ntrriinsr an<l geographical causes in America and Kngland.
r^it Mutably not in < Jermany. have opposed important resistance

'

;he nvt rijiast'-ring predominance .,fa tew gnat i>ort,s.

Ihi- ge,,.^Taphical coni'eiitnition is both cause, and eti'ec! ol

I ("iitimial iiii'nas.. in the rang'- covered })y a gre.it shi{)pnig
L;!;" P.irrly by amalgamations or working acrr.-cments with
•h.i Uv,

43.3

lll.m, I.

re.I:,.,. .,-,.,

':bt(i^m.ir..i.

1'
'tli ilUilni'.

"^ i'T'-.i! r.ili.VbV-

>llL'.»-.i I, .:,rrv ,

lid [.artly liy sctfitig up subsidiary lines of its

'iv •: U-uw.w at ciifiliiit; p rts i,. ^^ n.r,l!. imik'Ii in ,^0."

ii-r- .-.(i TmrniK m, yu-ldin.- -..i,ic- ^x. i,ri i to lirj. - ~, • up
' ply fr.jin port» hm-vmI l.y them «1-., f Ijric- /-p^-iiili

-r p. r:.«iuU,li. tr:it or r,iu!.'. iU.,.- lu,t oiin ..ft.ni caii

.

:i *r,:i.r. .iv.i ,(«.,,. ,u.i, . f„, ^attlr fir.i p.-ri-hai.!... fruit a- vv.il a.- himmii
,""'

"i"^' "I""'' "'"' ''"'•- '»'•• '" liandiiiiK. riios.. tiiat i,nnt! liiitter, tr.-i,
r..i»miv.,...t«l,!,., (r,„n ,he Contin.ta to Knt,'lft.,a ar.. v.-rv swift, in.l, .-vvn
>i.>iithev ,iri'v,. »t ,„^|,i_ t>.,:r .•aru'of.- arp ofWii uijioa.i,-,i and sent off i.y
:''- tra.i;., .,j ^< [,, ,„,<;(, f(,g induMrial di^tricU th.> n-xt m,, riling.

1 : r

11

1 :ir

•I

It

It,..,
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4:u COMI'KIITION AM) MONOItJl.V IN TKANSl'dHT

111, m, I. uwii, It 1> :vl>l.' to lakf .•rtiei.'iit i.i.sisiuvs for ill tnii-tirii,' riM,-;

.inil It thus ,>,'>'ls ihr lu'ttor ot Miiy roinpi-titor, who toll..\v« -s,

old »':iM-.>,'uin,i; plan ot waiting to l.o sought out l.y th.- .r

hav.' cargo to snul. Its position is strcngthni.-d In iis U

to roii.'.-t oil ihn.ugh i)ilU of hvight t-argo from aim - •

iH.ri on onr long linr of i-oast , .•xtoiuiing porhaps al.Mii; -.^.r.

countrii's; and to ,l.li\.T it at almost any port on aiiot!-,, r i :.

lin.' of foast; thf .Miuipm.nts .if tho great jx.rts, l.oiu,. ii «h;

;

its main linos run. fu-ilitato Iranshipnu'iits. uhm ii—,:.

On both its main and its suhsidiary lin>'s. i' is hkr\\

use of I'argo stiam.'is, of various sizes, as occasion <l.iiian - •

it may .von make SI .u- us.> .d' Liiu-s ..fcarg.) si. •amors \sr' n

till!.' talil.s. It generally owns some of these sti:uii.r-

• iharlers" .'th. -.s liy the y.'ar or f.>r i)artii'ular tasl >'

A great eempanv o.v.iing .>r e.ml rolling som.' tit:-. -••

of various si/es is ahle not only to pi<'k up and di'livi f- .

at man\ iior:s, hut also to a.ijiist the Luinag. uh:

ruiuiing on any parti. 'ular rout.' to varying .lomiiid- l'
.

advise am of its oust. mi. is wh.i hav.' ahuut .'.lually u- . -

to two or m.'iv jMirts, t.. s.'ii.i th.'ir .-arg.i to that .nu' !r-;
.

-

one ..f its v.'ssels is ..n the p.iint of starting tor tli. i....- .

d.'stinati.'n which he desir.'s; it ther.hy obtains so;.'

eeoiDini.'s poss.ss.'.l by a giant l)usiiuss. siu'h ,i- tl- 1
:.'-

St:Ues Ste. 1 ( 'oip.ir.it iou. .if being able to di:v, ! aiiv ]ur
.

.

oriler to that oiie ot its plants which his at ih. tii:;. : :-

facilities tor it. As ,t .ansa.sser for .iistom it iia- ~ ii,'

ailvaiitages of a Franch-sh.ip C'onipaiiy'.

' Hy th.-^^.- incaii:" it .'schih-- tli. !iti't-»i*ii% nf ciirrMiiK ii-aw n:; :
•-

,>n .\VM^n.Mvr>l.ii'S,«iUihij;li i.'ni c.mMiiiipti.n ;
uiil.'s.- mJo'it :i:' v-ij --;-

1,1 in'.'il b«r!i-t. Such tliini,'> «- r-u .i rails me .ifi. m Ink. n :.: '<••• -•
- '

that; au.>e ^rneriiUy diai;.'.-.! l>.v ;i oar.o An^, f.n tl.«"v ^.-r\. :n--..*:
:

'•

ballast : in tact, b. t-n- lb' 'bi.vs of wat.'i-balbi.-t tbcy wer,' <ai i : - - --
'

caifitd ^rrati-.

-
It inav b.' «ril t,. ... into .-.'in.' .btiiil- a. t.. ih. l...^lt^.^ >:

(ieinmu lin.- bi.l reacbtHi .n ' .1 :. .ift.-i bi,vn..' ai.s.iu-i
:

.:

fL.rni.'vi a closo allmi.<'i' \\iib it» b'a .iii^: rival. A k';' .it part .:
:

t '^

, , i.tuil .iPui wffUrn Miat. ! N. ith Auuiioa ha.- abjut i:-^ ) -
-_»-'-

tl,c-.a;aanvom nfMnvral.'uat p,., !>.„ th.- coast ! M- U :»-!-. '-''

Mi^i :!: Mi-i-'-ilili a!..lH iart'C pan .if tiu'vvb..);. Am. luihl: .: •>
;

-^

Ki.r.ipt h:-,- a ii'-uii.v t ^' • ' ""'^- ""'""it' '<'V<-ih1 imjiI- m I'.i.l^'-i:
• ' •' •- -'

'

Hoilai;.! ai..i ..•^mull^. ( .ii-.-.nui.f.N . :ilib...ii;b ib^ H.n.' :. '--- '

,o.,l.in-iiiiH:i-'i' ...tbti.-N. ;^M.'t-cb.'r I.l.'v.lnf l!r.ni. 11,1. .^ »;-•-



FUSIONS AND <(»NKEKEN(;E.S OK SHIPI'lNf; COMPANiKS 4:{;

Thr grwil litu'S j^cneriilly hiivr .sufficient, .s|)iu-c for nil the in. n,

high ^fT'Kl'' «»rgo that is offcrtd. If it roin..s forwani in unii.sual

.|imi)titir,s, they inaki- room In (If^dininK •"«<!•
K""''' freight;

ind consr.jii.-ntly th<-ir charxcM tor hij,'h gra.l.' fn-ight an- liable

u< j.ss tliic'luatioii.s from jmH.sing acciricnts than aiv the cliargrs
f.,r low jfnul.' cargoes in bulk. On the oth.T hand the sUmlard
ihiif^s made by Liners are not K"vern(.<l by large economic
lurr-s ius directly a.H are the average freights paid to Tramits

:

th.y .ire ;,'MVenied by the estimates which a com|>anv or ;. Con-
!.T.m- forms of the net regime to be .Icrived from s.mous
Mtrs nf rharg.-N

,
the highest rate being chosen, that uiil not

^rtiitly check the nonnal tlow of trade into their hands. But
chw^'es may be oppressiv to tli...se who jm' them, without .-x-

niiliiii,' the limit suggested by this rule. And again.st .such
hiiri."'.s the starting of an elective indejx^nd.'iit Ik f steamers
h^lll^' <,'ell.nilly out of the (Jllcstion, the only remedy is to l...

f"iiiHl ill
. \|.res.sions of public opinion, which may cul'mitiat.- in

Hi ,11,'it.ition tor the intervention of tJovenim-nt,

Thus th.' general trends of th- te.hnical and tii.ancial d.-ve-

.
ptiifntsot the shipping industry favour the .xtension of partial

.n.l(oti(litin„al monojK.listic control over an .wr larg.r portion
t Its unrk. There is a constant increa.-e in the vari.ty an<l the
n.[...rtaii.e ..f the s-rvices which a giant company can n-nder to
.nnuimnibl,. customers; t.-w of whom could Hnd anv tolerable
^:|^Mltut. fonts .ussistance, unles.s frcHu the appearance on the
-•n- Mt ,1 rival .oiupany of similar .scop,- an<l strength, 'j'h.

::mu.-,lute result ..f such an arrival is usually a tierce rate-«ar
rr,.Mi..l,.rn..i vsnlt is often .-ither a fusion of"the tv^o companies.
in ..-,,i,;;e, octroi i' ihe ,iir,-.-t trad.- of G.Tma..v ,„ .l^. AtUntic < .ca,, th-

ai!-'..;: li .>t .::„,, -,.ni,m „th.>r p,.rts ,,f .SoithW.-.t. r:, Kuro,.. rf.na,,„..(
'• -'-nouK-M ;„ ,„.ur.- a nuxlerate u.-.- ot U,ul (M.wrr. in rewito uai,..oo,-.u,i.:

•
*.r .Nev,rtliH.,s, It Wii- ^ai'l 1.1 inaintiiiu, in conjun.tiun wuli ,(< ^\i„.^ ..

iMliiK ti.-.-t :.( nme ship.^ vai,j«i at tmi.iM) f. r ; . pur,,, ... ,., •

.,|itin«
>D> upp,,i,..,u. t wh itrvcr n.itiun. ai.il c-pvciallv that ,,i

•I u: v\i-t.iic-
ii:ii»int' ail ipp.,„,-fii

iUpiir;
•!!' I' 'I Si: P'i'di;'"«- i:'l> C.t. »m]. p. y.^, neariy all tl,.- (i-rnmn .<.:,-. w.-r,- a-,.>c ate..

\ I'lHitci.-I with auy utit- .it' tin-.-.

,'iuiip.' (.l.riuau;. - . ..lu-uilratDr; .,!" !„.r •!,;.;
(It- 1- au aiJ to ti.. ..rKani.^,ii. I. .,.f Jkt ,-l.ippink' trade.

»'«' » l-n!.;ra. : R.tii tii

f. .{

i.T ;n-i:istriti>.

!i \
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43tj COMPETITION AND MONOPOLY IN TKAN8POBT

111 n. 4 or i-lHe .i
" Conferrnre " between them. The Conferenre ^-u n,,

a common Hchedule of mtes, while le.ivmg tor the tun. **

room for competition .va to prompt action, and other tucilitit.

and amenities. But this competition genemlly fiules away ratkr

quickly : very few vestiges of it bt>ing left, even bijfore the era-

plete fusion of the two hivs been effected. Such a fusiun us n.t

unlikely U) be made the .•ccasion of a further fusion with one or

more other eompiinies, whose routes overlap more or les.s th«

on which the competition was first set up: for the piw.r and

the appetite for extension are apt to grow with every increa.*

A great comiwmy or a Conference of companies thus obUic

control, which is not indeed absolute, but is yet pr.vcticully un-

disputed for the time, of all th.-it part of the trade of it.. *]^-f-d

area, that is not suitable for Tramps. It can then^loiv .ict v.n

much as though it had an absolute monopoly uf that trad.

that is, it can distribute the general costs of its business ,i.s may

seen, best in its own inteivst, and charge the mte that will yi-ifl

it the hight-st ni^t gain for each service, account l-iiiK takdi .;

the urgency and elasticity of the demand for thai service.

There is however less that is arbitrary and aceideiital in !b.

apportionment of charges for ordinary consignments of diffeMi;

sorts of go..ds than appears at first sight. Long establbh.l

u.siige, based in some degree on sound reason, has set up ih-

..reneral principle that g(H)ds are to be elassifii^d U hif,'hor!"»

charges per t..n (by weight or measurement) rougl.ly a.^ th.:r

values are high or" Inw. provided the difficulty and the nsk ;

handling are ;a.oul eqiiai. The several cla.ssitications ..'t up b)

diff.'reiit companies and Conferences differ in .l.tail, aeLunim;

to the .•undiiiuns ..f the luuU'S of trade with whieh lliev a^

associated: but ail eonfonn to this g.^neral principle, whw

eame to U- ivganled as iviusoiiMble or ••nattinil" ioii^ iH-t-'^'
"'

shipping industvv entered un its present pha.se; ;iiid will pr-

l,al.lv be so n-arded long after that phiisr has passe.l ,iway. I

,s iiMiiitaiM.d'in great measure even in an eager rate-war
!

r

,hr .xclusive or partial occupation of any are;, of trade: rr-

,„;u be 1-wered generally; but a pn.iM.sal to .•arry lir^t--'

^..mmIs at tourth-elass rates would be regarded a- short-i;,'!i'-

, v.n diinnu' tl>'' beat of the combat.



t-c -U

FirsiONS AND COKFKRENCES OF SltlPPINJJ COMPANIES VM

But though there is relutively little that is iirbitrnry in the IH. m 4

ilassification of gtiod.s by ii Coni|)iiiiy or Conference, n, soinewhiit

high ehiirgo can generally be put with saCoty on any jxirticular

class of tniHic, which lum not sutticient volume to attract a com-

p'titivc service, and is not suitable for ibv Trainp. It runs

indeed » considerable danger of inviting opjxisition from an

indi'iierident Line promoted by ship|H'i-s, or from an existing

Line which is called by them to their aid; if the general level

ilitsnites is much in excess of that needed to cover its costs

with g(Kxl i)roHts. But, in spite of the keenness of modem
commercial competition, this danger to it is being diminished.

Fcir not only is there a rapid and ceaseless increase in the

capital outlay recpiired for setting up a new Line, or even a

branch of an old Line, on a scale sufficient tor effective comiKsti-

tinn; but further, in spiti; of occasional wars on a great scale

Utwiin Conferences, their mutual undei-stiindings and alliances

have <(ri)wn almost as fast tus the resources uncler the control of

each of them. This fact indeed contributed greatly to that

Krling of un(|uiet among shippers, which evoked the "Royal

roiniui.ssioii on Shipping Kings" (190(i— !))'.

This a.s.sociation of Conferences is a matter of but little

liinct concern t<i the Tramp: for she hfvs no Hxed route and
presents no go(Kl targi't for their artillery. So they turn their

attacks not on her, but on any who make use of lu-r for work
which they are ready to undertake : they think it an unfair

iMiiijHtitioii fur thf Tramp to come in when things are good
aii.l ilro)) out again when things are bad. They are not able to

'hiiiinatc the "fitful tramp" from the regular trades: but their

«>a[)(ins aic tiinicd against aiiynne who sets up a regui.n
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'111, li,}mrt of tlif Mujoiity c,f ihe Coamiissioii. S :(.">, stales thai "eacii
C"i,;Vrfn''e Ii.ih its owti una ; anil in c.-itain casos wlifi.' -i-v.ral tr,i,l,. roiitc^^
nfcT«fct or aiijoin one another, tb« variouH Conf.Mvnc.'- Imv.. un.;.r-tan(iin(,-s
T a.'r(¥imi\t« with one anothir ti. re-poct each oth- is snh.r.'« nf inrti».nw.
Till" H f-i>(>,ially rmlont in the trade witli Imlia an '. Oylon. wl^ich is in the
n,.rui«,.f ii u'i..iip, or family, of Cunrcrnnoes. related lu .Mie ;.ii..tl„.r, mcnili.is m'
iicn.if tlieiii being .ilso i,.emij,.rs or ii.in iiieinbers ,,r ..'li.T Cnni-r.'ticni. Siieli
inlTlvpenuence seeiin s,

;
hari.-i.. ny ,.l aelh.n in the .M.ik.iK- I tlies,, xarioiis

i'»ii...an,i it i.r.'M iiu til. elasi, „|- inter, ^t.s uhieli mitrhl en^ii. . >>. re Conferetic. h
'-" t" .iifit-e m hDitiial cmix-tition.' .\Im> two ,rou|.- of Coi,!, leiie. s, which
--nv til.- »»i„e are.,, u'enernliy abstain fi.ini .ncro^rain.Mt oi. mi.! iiiKith.'.r, "no
'MU'lfniin leal ot retaliation.

'
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^.-JX COMPETITION ANI» MOSOPOI-Y IN TKANHI'OHT

Ml. III. I. Lin.' (if ciirgo «tf!inurs, which iimy divirt tmftic liuui th.

Confi'Tvncf'.

It iH of courHt' |X)8«ihif that lh«' .coiioiiiy nrul . tticntr.

which win be iittiiint'd hy ii vigonxw iinil unsclfiMh use of hkhi..

poliHtic jxjw<T in Huch n ciise, niiiy on the whole he t^ th-^

advantrtgo iif tht- puhlic. Thi' almoliili' monopolies griinU-d i.

EnKltind'H early .Joint St<K-k Trading CoiniMinieM haw alna-h

been rt-cognizod nn working for the general good, so lun^'asth.

Mpc>cial conditionH which had cjdh-d for them, w.ri' still u,

existence: and the conditional mono|M)lies jxiKsesscd l>y -ini'

modem shipping Confen^nces claim to ren<ler some iiii|)..rtiui'

services. No doubt (as wuh seen in B<K)k II) some wiwks i:

competition are conspicuous in the struggles of aliiicst .vm

class of producers, and of wholesjile and retail de.il.rs: id.!

it is obvious that very far-reaching wsu^tes are likely t., U

cAU.sed by rate-wars between comin-ting Lines of steam. i>. Tii'

public undoiditedly gains soniething from agreein.iits whuh

keep mtes steiuly, and enable pnnlucers and merchants t.i (|iih!.

prices, cost of delivery at a distance being inchnled'.

The leaders of the Conferences claim thiit th.s,' . ii.js tn

iK^hiev.'d by them, and cann.it be achieved otherwJN. Thn

claim als.i that th.-ir charges are n.it in excess .if th.is.' whuh

ari' needed to yield fair profits t.i a w.U manage.l c.iiriiiiUiy iti

' TIh'x.- stHt.iiientH arc takt-ii stilwtaiitiiilly from the cvidincc. not iiU.i-

viT.v willing, of Mr B.vr.>n. rciircHPUtinj! tlie Soiitli Africmi Confi-n iici. who-

affftirHiH-CHpici H liirt;.' purt of tl.piittenti.m of tlieOommiHsi.m (m* g. 15.374 -•

15,470 •'.). H.' fiirlh.railinittpdthat "tho bu-'i..HH man in S..iith Afrusha-:

choic- : li.- liiUHt I oiiie to tbe Confcri'iic.', iinl.>»« Iw cIioomm Ii. .liHrl. r v,»^i<

on hM .i«M ac.-oniit ((}. ir,,TM\-l). Ami v.'t it wu-^ Miai.il,»iM..l with e-

jwrHi(il.iu7 thai tlic C.nf.r.'n.-.' lm.i n.i moiLipoly. I'lui« Sir lloiiiM O.m

Hai<l (g. l-i.Olf') : "llif «li.il.' truth ih that ('oiif.-r.iife I.mi-^ Imv' i "t »£'

mom.p.)l.v at all." Mr IJvnm ap<><rt.'il • . iiiphatically " tliiit the (
.
iif-r d>v

hav«> n.it '-hy virtiiP of this xyBlfiii of rehalr- anythiii- lii^- .i nionM[»v

That li.» at th.- root ..f Iniy] art-'umenf (Q. 15.270—1). Hut I. «a. cniii*"

forcd to admit that what hr m»-ant wai* thut "ih.T. i* not :\ •i>m]<\'-Uf it.

aliKolnt.- muiKipoly. There is homclhinK of the natur.; of a iii..nopoli !d.:

H,n-H without HHVinR." In aii-w.i t.. the siiKjie-tion that 'l.. v.rvoiijMi

ih.' d.-f.iie»l rebali' »vsti-m is to create a monopoly." 'i. ^ays ' uml ubt.J

it ha. that tcndeney," and that "the ol.ject of it . .^< an artuai Ui,M.„f»'..

(Q. l.j,iy:l— S). The»e .iiiotations ilhli-lrate th. dilfioulti.- iiilaiint iri:-

coiiitiiou rhiKive n.-ies of the li'nti " monopoly."

- liiil -hipiHTK i-omi)lain that, thoimh th. Coiiferem-.-. pulili-h tin
' 'V.-

for larh tla-.^ of I'ooiU, they -. iiom puhlish ti»:0 c;lasHitieati.jn-

li£udlM



ri?.SI0N8 AND CONFERENCES OF SHIPPINd COMHAXIES ViQ

iinornml year: and that thf iiicanM, by which thoy cxcIikJc the HI, m, '..

onm|»ftitii)n of int<Tli)p«'n<, are reiisonablc in thi'mNclvcN. A
jiidjfinent of these clainiN must turn in mtuu- int'iLsiiro on thr

nature of the wpai)ons, with which thi'v combat intt-rlop-rs.

The chit'f of thoHO has rt'Ci'iitly bcon that of " Dcfurrt'd Kebatt-H
"

whiih jw ainiuly said (p. 234), ruisc (jucstions similar to thow
lit the " tyinj{ claust'H " in b<Ktt and other industries.

5. Thf tueit of Deferred HefMiten an a memii* of hi-

mrituj the loijaUji of a ahijtper to a Htennuthip Compniitf or

i'mferenre : and their nImivH.

Th>' Hysteni of Rebites or discounts to those who deal

ixclusively with a jxirticular coiii|mny is very okl : hut the

plan of wiitihojdin^f the rebate for a long time, in onler to keep

the ship|H'r in what h<' rej^ards as Ixmili.ge, was Ihj^uii late in

last century and soon becjune general in the outward traden.

For reiisons alreaiJy explained the homewarrl tnides from the

tkst and the South generally include so much cargo which is

-ptciiilly suited for Tram|>8, that regidation of the rates in them
IS impmcticable : hut the exceptionid lightness of the home-
waiti trade from South Africa ma<le it amenable to regulation.

A .Meinonmdum, submitttMl to the Commission on Shipping

Ring's iin hehalf of the South African Conference, contended that

the f.niiities ;iiid advantages oH'ered by the various lines,

*hich enable shipjK-rs and imjH)rt«'rs to cany on their business

with regularity year in and year out. carry with them a moral

bh^ation im the jmrt of ship|)ei-s to supjwrt the regidar lines."

This iibligat ion is .siiid to be recognized by many shipjx'rs: but
iiiiinKr In bring pressure on othei-s, the Conference Lines have
-' up A 'l)argain" with their merchant cu.stoiners, which in

•ti.ct say>: "We will provide you with a regular and sutticient

^rvicc. il ymi. by K'^'iK ">* 'dl your liu.siiiess, will aflTonl the

liiiiand essentia! tor that supply."

This I'lmiciitioti is not prinni facie iiiirea;*oriable for it is of
I iur>c il ciiimnen jiraetiec to luaki' lower eliaiges in some eii,scs

:' ref,'uiar than to irregular eustomei>,: ,in annual raiKvav
'i^KMt likely to Ix- used (or six hiindreii joiiriievs m.iv bi' .sold

l-r thf ei|iiiv,ili 111 of two hundred oniiiiary tickets, or oven less:

Hill >iiM[)k.'i ptrs at a summer resort may fairly eharge rather
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COMrKTlTlOV AND MONOpOf.Y IN TRANSPORT

III •;. higher prices to Hiimmer visitors than to ptTiimnent n-miiint.

But Hoine artionn, whii-h nrv hftmilt'ss in onlirmry oiumh. nwv

work injuriously when htickt-d by inoMo|x)liHtic Htrrngth. Amli'

is (in ojwn <|in'sti<>n whi-ther thi' prineiplos by which thf jj.nin,

oliligations ofcomnion cirrit-rH arc govenuHl, Hhouhl not ixilml.

the ri^ht of a (iiTijMiny to nsc its sctlc }MtHt««Hsion ot taciliti*

which an' sjHcially ini|»ortant for mmw kinds of tnittir, u ,

means ..f roni|Hllinj,' other kinds of traffic to he sent hy it. Tl

old notion, that a common carrier had ohlixations to the piil.!:!

was aHsociale<l with the notion that he often has soiuf s(,r

of I'kmI mono|Kily, as has alreiwly Ix'cn urged; and nxnr.

measures by gn'at T.itJcH, have certainly grown with the jfruwifc

of their mono|inlistir strength'.

»>. Soiiif ifviternl ln/iteiiff«. The /mirtinHH <>/ an (i«

fhoritotire VmnmiMion of iminiri/ in vniniHlliiiij /iMii-itii

atul in j/roinotitig iin-nintrett for the intereMln of the ijnim

piihlie OH mnttern, irhirh raunot be fully itiii/n-Htoo<( iritkimt

expert knotrlei/ife.

We may |»ii«N t<' some inferences which the lie/Kirt nj tk

roniminMUiii ini Shippin;/ Rinpn, 1909, .suggests as to thr natnr.

and limits of the profitable interventicm of (io\ irnmctit in n-.w!

to uses of mono|)«>liHtic jjower by a great aggregation "r-r

federation in an industry, which must maintain a lar;;*- s [.

for the untrammell'd exercise of frt'e initiative. We ai^- t"s.T

presently how American expt rience is pointing towards a brjr

use of peniianeiil regulative (,'oinmissions in regard to iiuliwra^

aggregations of all kinds, in ortler to grapple with ihr cv.f

' Thi- ArriiK.Hii*/, ,laiiii.ir.v •'', litis, (iiioti-ii, us rwentlv ixsuid. » tn«n;ff«l'^'

th« Council of the AnHt)ci»t<'il I'lianilxrs of Commproe, in wlucli the ny-trm o!

xhippitiK rint;i" wkh conilpiiiiii'il 'm thf ("roiimis, aiii'iiiK oIIiitk, tlmt ••itil\>Pi'

iiiKi a rcKtrRint l-.v coercive iiiiiins of Briif<li iimmifHctiirfrs »n<l iii^rihtr;^

nn<\ thiit, cviii if not so H.-siKiii'.l, it t( mln to tl.e criislim- o.it "I ^<m[*r,'.i.^n,'.

oi'ean spa citriiiire ly liriti'h tr«Mi|i slpam.TK ": al-o that it tinds tn rrstn.li:;-

formati'n of n.« lines ; to • niuintain artilicia'.ly liik'h frei«lit-" ;
»n<i l" " "»i»

ii-ieeinelit with for.inn -liipiiiii^' lines to tile iirejihlli'e of l!riti-li tnciitr-. 'i

Hie not member- of thi' Confeii nw lineK." From .innilier |
'int .f vy« i

repre-«>ntiitive of MiinelicHler wiirelioin-eH Imil oonipluined tl:iil. Ilii)ui;h !!:'>

I.ail stajel the prefeiiiii'. wlucli ConferenceH had Hceiired to som-- i"^ii«-

expoit triide. thev still canned an iMinien:e <iuiintit.v of ManclieHer i'O.ii* I
'

!,l,ipp.Ml iiii Liverpool or London, winch obtained exclusive f»v,iur« fi- ;i

'

'

Conf' i.nce. See l:ri,„omiil. Dei-. 1. 1917, pp. HTl and SS,";.
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inrreimitiK power of deNtnictivc comiH-fitiuti, which is b^'ing 111. in.ti.

,V(|iiir»>d by ci>nc»Mitmt«'<l capitiil. FJut. with sonn" |Ntrt.inl cx-

iijition for railwiiyM, Kritiiin hiw not yt't tVIt .i ^finit i i\ fiir

rnch dnistic action
: hihI, from ht-r jMiirit of \ it-w, cxcoptionHl

inUTOst attiichi'M to inv«'.sti)(iition8 of |Mirticiiliir ilitticnlticH hv

thi' HUthoritiitivc ( 'oinnti.sHion on Shipping' Rint;>.

\Vi- arc told how n'[)rt'Hfntativ<-8 of thf ("onffmic. s con-

HHtntly assirttd on thi-ir twhulf that ' Hclf-inttTfst is an adf-

i|iiiitf sj^tt'^imrd, anil that a ('onHri'iici' coiijil not cxint vorv'

Imj; if it wtTf to " iisf its jjositioii for thi' <'xclii.siv(' usi- of

Its shunholdi IS, and to the pn-judici- of its i-ustonnrs." That
1. pmbably tnif; so cxtitinr a {M>licy would Ix- "suicidal " But
!hr public iiitcrist may sutler much from a selfish use of jxtwcr

that is lir«.s txtrcinc. A priidtnt rider of a conipicrcd j)rovinci'

viii not ailopt sneh cxtniiic measures as ire likely to incite

ivMlion, or an apjHal for external intervention: but he may b<'

.Id to draw a j(o(xily revi-niie fiir himself, and to cover the

xjHiwis .if a stronj; military force against any who mijjht

hiillfiijje Ins dominion. A ('(mferenco may be tempted in like

luirimr to incur ^Ti'at exiK-nse for strat'.'gic pur|)oHes; and to

thmw a lotisiderahle part of that exjK'n.se on its customers.

If its cxcliisivi' hold on the traffic had Ix-en absolute and jx-r-

iiiaiifiit, it woidd have set the charge tor each service at that

I'vil, which would yield the maxi.uum net revemie: and, when it

mnimd any unforeseen exjx'nse, which could not he .itfected bv
iiu iilt< nitiiin ill its charges, it would have written that ex[>'nse

"rt iiiit (if the value of its ]trojM>rty, and kept its charges ini-

iltiTid. As things an, its monojxily Iwing conditional and not

t'^'liit.', it is not likely to have venture<l to put its charges up
"the hii;hestnionoj>oly levels: but it may on the whole conclude

•hilt its [Hisitinii will 1),. less endangered by raising its charges
' littli ii-arer to those levels, than by stinting exjx-nditure
t"r thr iMnt'ii--ion of any assailant whether actual, or merely
•iiti'ijMl.d. This iiid(e<I .seems to have actually oecurred'.

l-"r iii-tiini-,. sl,i|i|,,.i., 1, piv,-. i.tfil t(i til.' ('(iiririii-^sion Hint tlif miinh.M-
• -mil!, kpt up 1 V till' Soutli .\friciiii I.iiip wiis in cx.'i'sk iif tli.' nrr.K of the
•Ific; mil ttmt ll,.. iiic.nv.'tii.'tic,. t.. thorn vnu-od liy tli.' i..i.i..val of thi'

•\Min iH slii|,s (lii'viii- ,if rmu -! in vi.u tli.' fa.'t tlml TiiiinpK »..iil,l r.'wpond
I'lrlil.v. tli.iii;.|| pcrliiips not iit vi-ry l.'w ch.ir-.'s t.> an\ iiiiPXiX'Ctcd iticreaw; of
»>^ friialita.-,

I «„iil(l hv l.s« than that imise.l by paying the rharRes, which
•

Ciiiipaiiv („nii,l ii..ci'KMiiry in order to cover their outlay with profits. But
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4-1.-2 COMPETITION AND MONOPOLY IN TRANSPORT

III, iii.ii. Tht; problems of the shipping industry are renuirkablc alike

for thfir magnitude, and for tin- multiplicity and coniplrxitvof

their detail. The carriage of goods a certain distance

certain tinie and with a certain amount of careful handlinc;. i-

a definite thing from a physical point of view: but, fnnn m

economic point of view, it varies with the nature of the nrntf

to be traversed ; with the changing conditions of deinaiid ml

supply on that route and on the return journey : and smm

other considerations. It is therefore not suitabU' for minutt

Governmental control, and still less for (government undenakiiiL'.

But nevertheless Government has distinct functions in reganl

to it, when in a healthy condition, and still more when it bu-

fallen into malaise of any sort.

The chief successes of the medical treatment uf b'Kjily

ailments have been achieved by measures which tend togivet'ivt

play to the remedial forces of nature. The chief of the remeriiii!

forces of nature in regard to human actit>n is knowledge: mid

nearly all beneficial intervention of authority in social troubks

begins with the acquirement and publication, voluntarily ur

under compulsion, of information, which some of tho.se interested

in the conHict are n(jt likely to ofier spontaneously. Miinv

exaggerated complaints, when formulated under pre.'^siire, and

set out in clear light, shrink up even before they have beir

answered. And, on the other side of the case, upright nun art

often half-way converted towards removing such just ground?

as there may be for complaint against their conduct, by reading

a well-informed and widl-balanced statement of those grounds;

and knowing that a:i impartial public is forming its judgment

on them. In this and many other ways a careful auth'iritativt

inquiry, with publication of the evidence taken, goes a loiii,'w:iy

towards removing source's of social harm ; though it n' h:>V'

no legal power of cnnipelling answers from recalcitrant w i,iie»r>

and its spi'cifie recoinmendations in regard to authurititiv'

intervention dn not cany very far.

to this Sir r)un;ilil Cunir (Q. 1"),'2U ()) answered >" We .io ii"t knew whe;.

buKv limes niiiy eonie ; and. U our t.iuna;;e were reduced con^i>il'rlibly. «t

would not have the steamers tlierc, and .somebody else would put on w.-

r, Ti , ,-.,*- , .-- *i--i* 1. T ........If ,v-.-,iiU h,ivc b€tri

steamers. iil- u:a iiut ;ilu"i;j)i to pioVc tfitii ^i,. .. s .. -• — —
,

injurious to South Afrieu. and that therefore she might reasonably U'i-i'-

to contribute towards the expense of preventing it.
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Much helpful knowlcdgo comes to ii Coiiiniission of Inquiry HI, m, 6.

spontaneously. For there are nearly always two, often more,

«i'ts of persons who have intimate technical knowledge of, and

«trong interest in the subjects investigated by it. Each set

puts out its own ciuse vigorously, and spires no effort to bring

to light any flaw in statements or arguments that make against

it: and thus, so far as the trade interests of any imjiortant

^oup of people in the country are concerned, the Commissicm

nay sometimes rest content with keeping a fair field for all

rumbatants, and sifting out the vital from the sec<jndary and

rven irrelevant issues that may be raised. But the interests of

•hose who can offer careful, well-informed, and well-organized

tvidence are often less important in the aggregate than those

jfthe public at large; who seldom have the special knowledge

rtnuired for a.scertaining exactly where lie their interests in the

matter under discussion; or the organization required for setting

out their ciise. The Commission is required to take some

initiative in regard to the interests of the non-vociil multitude,

in order that it may present a well-balanced picture of the whole

iwsition. Thus one of the chief services rendered by public

inquiries in various countries (especially in regard to such com-

plex problems as those connected with conditional monopolies)

lies in their presenting the points of view of able men ; many of

whom have no personal interest in the subject under discussion,

while they have yet a familiarity with its general scope, and
fven with its more important practical details, such as seldom

tan be attained by any save those whose judgments are apt to

be biassed by their own special interests. The main Report
iiften lays chief stress on the (juestions at issue between those

most iliroctly interesteil in the subject under investigation ; and
Mjmetime.s the indirect inter' 'sts of the public at large are specially

considered in Jlinority Reports.

Thus a strong minority of the Commission on Shipping Rings
willed attenti<in to the fact that the persons 'iinuediatelt/ in-

>rested in the policy of the Rings are not those on whom its

main effects are likely to fall in the long run. They are " the

iiita'hants who buy goods in one country and sell them in

iimther; and they can generally readjust their dealings to suit

lit rates ut Ireight, and in this way transfer the direct loss from
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44,4 COMPETITION ANM) MONOPOLY IX TRANSPORT

III, Ml, 'i. excessive rates of freight, or other increa,se of chartje, to t'n,

producer or the consumer,...The producers and consiiiii.Ts, «hu

are really more interested in the (piestion than the lucrchant-

are affecteil only indirectly as a whole, and they hav.' mtv litti

power of combination for such a purpose as meeting ami inuntrr.

acting the combination of Shipping Rings'." Th<>sc ivmn-

point to the conclusion, which the much larger expeii.mv „•

America in s)ich matters tends to support that, where a pow, rfr,

monopoly is threatened a l)ody of experts should be .set U> iii-iuir.

ne qiiid'detrimevti Respublica capiat] and to suggest \v\wi\\<-

to be enforced by ajjpropriate authority : as to which uioit win

be said biter on-.

' llei>ort, vol. i. p. 97.

2 Trailers often rejoice quietly in the iiiiposiuoii of incriMi^cd taTiUi.n r

a thing in which tbey deal if tl.c.v have Bocid reason to beli.ve (1) t\M is-

demaud for it will not greatly Hhrink in consequence ol an incr.a-.' in u,prict.

and (2) they arfl sure that all tii.-ir competitors will pay the Mime pna:
:

.

they then expect to pans on tlie tax. auj,'niented by piotit^ for them-.lvtso;] ;t

to the oonnumers. jVccordingly Khipi)ers welcome certainty as r, Kaids tb^ t.t-

charged for their cargo, even if the rates are somewhat high : and they it;»ii

with satisfaction the promise by a Conference, that so long as loviilty tj ii ;•

secured by deferred rebates or other means, the shipowners will mncr ear

cargo on their own account. But that undertaking, though en.iuentlyanreeatlt

to the shippers, tends primd facie at all events to increase the costs, which lU

non-vocal public will pay for the services they need.

The Majority Report of the Commission on Shipping liincs ricommcno-

that "where it appears to the Board of Trade that thert^aie good groumUter

believing that important national or imperial iiileiests are atiected" the BvUJ

of Trade shall have power to institute a special inciiiiiy ;
ami, if it thiBk; :.;,

to present a report on it to Parliament. The Minority Report ,wes furtwi,

and recommends that " the Board of Trade should be free t > direct an mquir

...when it anpears that important public interests (including tiiose d con>uiiitr,-

and producers) are affected by the action of Hhippiiig Compunirs," and luat;'

should report to Parliament promptly the main results of such imiuiry.

The Majority give support to the claim that the services, wliich Limr

render and the public need, could not be niaintaiued wilhoiit imjuup.j.i>;..

control. But their leasons are disputed by the Minority v.itli i):guuitn;- -

strong, and based ou answers to such s'-arehing qu.-stioiis liy tli.ius.lvr- at)

some other members of the Commission, as t.i seem to inclnu tl.e hr.ln.ift -:

evidence against that claim.

It m:o- lie "J^i-'il tl'''' tl"^' ^""''' Al'iiean Cmleieiice. pa.tiy inida' i'l..--^

from the Union (lovcrmuent, has ^-iveu up th.' sysliia of leliati- I't '-i;'-
'''

at least; and substituted an arrangement, under wliich the mereliantsa^retio

confine their shipments to the regular Lines .ngiiged in the tiude
;^

ului^t;-'

Lines undertake to maintiiin their services, at uiiifoiiii rate- of fivij.'ht mr,r.....

1 ,y 1 I,,. .-,.,11.-- ,H.prpi-

agreed upon. This aiiiiu^. Tiirut r.as no-.VLVrr ou;:: i.:.i:i!yt .•

with effecting abuses similar to tho-c imputed to the system of rebates.



CHAPTER IV

COMPETITION AND MONOPOLY IN TRANSPORT,
CONTINUED

1. Iiifroilncfor)/.

It has already beon observed that, the advantages which

a railway companj derives from *he exclusive occupation of a

jreat tht>roughfare have little counterpart in other industries:

and for that reason the study of transport industries for the

special purposes of this Book has begun with problems of

transport on open courses on land and sea. But incoi.iparably

the largest and most instructive experiences, which the world

has had of semi-monopolistic power, sufficiently stiong to raise

prubkiiis of public interest, have related to railways.

Thf tendency towards combination, or cartellization, which

we have seen in the development of shipping comp<uiies, is

DOW showing itself incrciisingly in railway combinations and

agrtrmi'iits ; and yet the main substance of railway problems

resembles that of problems of giant mamifacturing businesses,

which have not come definitely under the dominion of a cartel

:

tVircach railway has still a strong, almost absolute, monopoly of

-lime local traffic. But long distance traffic, es{)ecially for goods,

IS on the increase: and this oix'ns ever new competitive

activities: in ever-shifting relations with combination. This

in its turn has awakened new jeaii)usy, and evoked autht)ritativ('

restraint. Thus few important railway problems can be sohxd
by reference to the abstract principles of pure monopoly: but

thtre is 111) other field of economics in which probli'ius ot coii-

'''tional luiiriopoly arc so nuin-rous, sn largo, and >o various.

The study of railway seit'iiee has now its chief home in

v.nenc.".. Xov.lirvi' <.!«.> ;i;-e the {in:-\nci:t! .Lspects of railways so

III, IV, 1.

li^

I

^
: m
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:!

1? .
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in i

III, IV, 1. prniiiiiifnl : nowhcn' clsf would railwiiys, actinjf in iiiicniitri.i;..!

o.iicert, have so coniplcti" a mastory <>f the wholi^ rcsotircrsi.ftlv

country ; o;' so despotic a power of deciding what ilistricts »\\unV

tloiirish, and what should languish. But the people h;ni h.,'

little inclined to let such giant strength work unciiitinlV.i

Railways have heen the chief mark of popular eriticisin, jii--

and unjust: tyrannical exactions have been met by mganiM

mob-violence: and the thoughtful American has been put i

his mettle to consider what part of a railway's fr.M(l,,iii tod. ,.

it liked with its own was reasonabk', and what part thi. ,itrn.-

commercial and even social stability'.

For a long while the light thrown on railway prohldiis di:

little more than make darkness visibl.- but gradiialK v^n,.

leading principles emerged which served as guiilingliurs tlinmi

many ditticulties. An Interstate Commerce Coi:iiiii:<>ii.ii »,.

setup: Massachusetts and other States had Intrastate l'"!i:-

missions to regulatt local traffic. Recently a great luinilxr^:

shrewd ninds, with and without special technical kiKAvlnii;.

have coisidcred complex railway problems with caiv: and rh

expert American literature on the subject, otticial and pr-

fossional, is of exceptional volume and authority.

Britain and the I'nited States are alike gn^at imliistru

countries, with the strength and the weakness that cjines frnri:

popular government: and thus their administratis piobl./w

have a closer kinship with one anotht'r than witii those (4 am

other great industrial country: for neither of them needs tepii'

military considerations in the forelront of her railway policv:

and each of them governs her own tiovernineiit.

But the physical conditions of the two are wide apart. 'lh,ry

cause goods traffic to predominate over pa.ssenger trattie, and Ihr;

distance traffic to predominate over short in America: mi.i;!

Britain they reverse these proportions. Again, British railway-

have paid higher prices for their land than any others; uhiL

American railways have obtained much of ii grati.s and hav.

^1:
1"

;

rtllr ill]

I' * t;

i- I

f ;j$

1 I attended a •GrauKei-" {i.r. farmer-in-revoU) mt> tin- m i^aii tiaiicL-c

iu 1S7.'., iiiid one of .o^UiU<^ at I'laukfuit a jear or two oaili.i. In b.li. :;:

discourse ran chielly on '•the eneray." IJut it. frankf.nt, the .neiiiv w.

_.^,,j,..) ,;„ s,i;>. Franciseo it was the railways: tliuush in othti re>pei;t= tiie
w

dis^u^^ion.s were much alik'.'.
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nfUn ivtvivcd direct subsidies, chieHy in the fnnii of larnl. m, n, i

Again, British raihvfiys settled down to (juiia policies in the

inidiile of last century ; but violent financial struggles for

mastery clouded American railw.iy history during most of that

ci'iitiuy, and have even trespassed on this. For these reasons,

it seeiiis best to follow the course of Ijritish railway policy in

the present chapter, with but little attention to parallel details

in American railway history: though, in matters of fundamental
principle, guidance must be drawn largely from American sources.

Ne.xt in importance to the railw.iys of America are those of

(ieniiuny. There is a notable contrast between the financial

>iicass of (Jovernmental ownership of railways in Prussia, and
It!- cunipirative failure in every other part of (Jermany; as in

all other countries in which it has been trii-d withiiut some
HXivptional advantage. The chief causes are to be found in

i,'e"griiphical conditions'.

It might have been expected that Prussian love of order
Viiuld have evolved a uniform rale of charges for a given amount
if tnin.s{)(>rt of a given (juality over a given distance. But
;hf practical exigencies of traffic in various regions gradually

' .^ K're:it part of tlie popnlntion of Pi ussia livts near the level of tlie «ea.
in lata so Uat as to require but few tunnels ; and uot many railway cuttinKs
L'r embankments. She bought her railways clieajily before the strength
of Westiihalian coal and iron from Luxeniburj-, Lorraine, etc., oombiued witli
OTer cau-ios, lia.l enabled the country to rise from relative poverty to wealUi.
Sone of these advantages accrued to the other Sttitex which own their railways:
a some of tbem railway makinK met with natural uiUiciilties as great as tliose
which have increased the C'.st of British railways. And, what is of even more
mportauce; by far the greater part of Germany's external trade, as well ii-^ of

:

Mr owa lita\y intu'nal trade in coal, pas>es over Prussian lines to Hamburg
!

orBienuMi, or to ltu8,-iia. In tiiese lespects the finance of Prussian railway"
aas a unique advantage. If the whole of the railways of the southern iialf
"! Germany had come under au excellent Governmental contiol, they culd

' M have fared well in tiie face of Prussian control of the northern iiaif
i<ome of these considerations are emphasized in Prof. Scliumacher's instructive
tnlogyof Prustiian railways at the memorable congress in 1912 of the liriti^h
Koyal Kc.inoiuic Sui-iety. He s.iys that "in tue lesser German State- the
Mtionahzatiou of railways has proved a bad barKain....In Bavana, UacUn
'HrtemlH- and Saxcmy they weld only about one iialf the rate of revenue

.

.neiJed by tl,„ Prussian railways. Wurtemberg even show., a delieit on its

j

ra^*ay uorkniK returns '

(p. 4.;). It may be added that the German railway
•
tons, whieh are reproduced in a H. of C. paper H)ia, No. 2S7, are not eisv

^

mterpitiation
:
for the capital accounts ot German State raiKvajs d„ no't

a M,s disclose all the facts: in some cases the railway debt is uot even clearly
""'""*'*' '-OiiJ iiic gcucr.ii State debt.

m

5 !

',^'t'

dislin...

i|
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111, IV

COMPETITIUN AND MONOl'OLY IN TKANSPOKT

1, broke up thi- !'un[)licity <>f tho original d.'sign. AllowaiK. ,.

now uiiwlf for water conijH-tilion ; for the needn of purtinihr

imiustries, geiu-ial an<i local; for competition with rmWs n,

which i'XU rnal railways bear a dominant share; and foi siK-oa

rates in favour of the exi^ort tnulc, an<l the Hnal result is a hit;hn

complex table of the freight charges levied on th.' most lor,,-

pletely homog..-neous great system of railways m the world. Fh.

Prussian CJovenuucnt has set up a number of Councils, in mh

of which leading business men of a Province can urge cm

cessions to i)articular local interests; and their suggestmnsar.

generally adopted. Thus in Prussia, as well as m Britain ml

America, monopolistic tendencies are restrained in great measur.

by indirect comi)etitive tendencies ; and. where their cinirs,

might otherwise run freely, they an^ curbed and dincte.! by

authoritative control, more or less under the influence ..f gen.rai

business opinion. We shall return to this class of consulmtwii

later on'.

In Britain the relations between monopolistic, coiiiptitive

and authoritative influences have changed with the (ievtlopin-nt

of the railway map. In very early stages, most of thf tiallic

of "Axch railway has been free from the competition ot oth.r

railways ; though it may have sutt^ered a good deal from th-

competition of other meth(xls of transport. In tht' ntxt st<ii,'f.

conip.>tition among railways has directly increased: but a littk

later on, that has often fallen into the background: though

indirect competition of various kinds has taken its jiLict' tosniii-

extent. But meanwhile general attention has Ihmmi call.'i t"

the evils that might arise from concerted action by all thtehid

railways serving any one district: and railways have Kmi

restrained from all extreme uses of monopolistic power; it n
'

by actual authoritative edict, yet by the fear of inviting it.

1 A good account of tlie (ierman Advisory Railway Councils is ^'ivdi iiU!:-

Rport of the Ilo,i};l of Traile lliiila-inj Confernice, IHO'J ICd. Pnl]. VV- 1"''---;

and lO'J— 11'2; wlicie they an- d<>:<cribcd us '•cxcrcisiiif,-, ''' "''.'""','; "'.^

certain moral pres-sinv on tlu- .intl-.oritios.- Tliev have .•..nlril.iitt i Iv i.-

raultiplicaliou of ^iiecial {An.w.lunr} rat.-s, wliich in 190r, already oov, ml i.ar.?

two tliirds of the ^'oods traflic uu I'rnssian railways ;
so that, m sinte ot ^u.

^

efiorts at simpliticalioii, tli.-r,. won^ nearly a thou^and diHerei.t rate-tek-

.

operation (iti. pp. at<— lOo).

i
'

, f

.1

^iiJ MldiM iii
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It may !).• said that the Hiiti.sh milwiiy iii.lustry pioiic.Tfd thv m, ,v, i.

IMth of piiblif policy in ri'Kfini to thf iiuthoiitativf dcfi'iicc ot
;,'emTiil iiitciVMts aj,'ain.st the nhwx'n of ovfriiuustoriiij,' strength.

Its problems arc nniikf thosr of any other ^rrout coiuitry : though
thiisi' of Japan and New Zialand may develop on sonicwhat
-miliar lines. For it has no heavy through traffic: and. with
.1 Initial exception for coal, it lias eonipuratively little heavy
iiittrnal traffic. It has been deprived of much speci div re-

munciative traffic by coasting steamers: and in return it has
taken from canals traffic which they might have been able to
work more easily than it can. Thes<' two considerations are
"fieri ignored: but they will be found to explain the chief
!)(ciiiiaritie.s—good ami evil—of British railways, and wmiething
must be .said about them.

The foundations of modern railway .science were tirmlv laid
liy Lirdiier's Railway Economy, 1849. He attributed thecom-
piexity of its problems mainly to "the variety of the servici's

niidered by a railway, and their remoteness in time from the
"Utlays involved in its construction." But, when he wrote, not
very many miles of well made railway line had been at work
lor iiioie than a single decade: and since his tini<' light single
tracks have been displaced by ever heavier double, triple and
'I'ladrupk' tracks: short cuts hav.,- been made, sharp corners
have been rounded off, and sti-ep inclines havi' been moderated.
E;ich successive neration has regarded the representativ<.
typ.' of raiUv, ,f its own times as fit to exercise an enduring
monopolistic ,ay within its own r.'gion ; but in fact new
'levelopments have demanded new provisions: broad <l..tails
lie ever changing, though fundamentals n^main nearly as they
Were in iSoQi.

'^UMnHr-3workisaHttiu,-coiiip:iniontoBabliaKpVAVo)wmy,,f.U,,H,,M,r„,y.,,
i^t. Lach of tlipui set the inaiii principles of an important lirancli of applie.i
•«n,.mic.s Nviil, so inucii constructive ^tMiiiis, that sul,«e(|u,nt .-tiitly ba.s
wimrmed tlietn, even more than it has enlar,;e,l them ; wliiie .some of' their
.«n.H .ire often i.,.„oreii even now. Tliere are feiv eont.ovcrsiali.st. on .ither
^laeof tiK. duminiint railway issues of the present time, who miglii n.it learn
"»cu Irom Lardnei. His work is tlu.run«hly KnK'lish: but the chief oblij-ations
>>liiclihi- r.Turds are to analytical studies made in Belnium and France.

rh* slight touches of mathematical rtasoninw which are to he found in early
oookson railway science, have been yreatly developed by I.aunhardt. Colson.
r.:i =:r.cis. ii,e briiiiant work of Kdgeworth and Pigou has special claims

29
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450 COMI'KTITION- AND MOSOI'Ol.Y IN THANSI'(»Ur

lIl.iN. -'. ->. Tin- iniijiifinat'utii of Uritain and tlit hahih ,>fl„,

pmi>h air iri^/KHiHiUf for the fact that m>mt of hr ijml.

traffic conxtHtH ofmnnll coimijuiiwutH, carricil nhort dlM,im-n

i.ikI therefore at h'ajh areraije contM per "ton-mile:

iill\ when "iimd w;is thick) at miiifs, .imvrri.'s, ili.ikN. rtr. Tt|

n...tivf |K)W.'r was Miippli.-d at lii^t l>y iih'Ii or liwi>. .. m
aft'Twards by stationary c-iiK'in.'s : and it was lon>,' ImI..,,. nii!

ways atti'niptfil scriuiisly to comix'tf with iidaiid waHi initli.

drawn by horses, for the carriag.' of coninioii i)rodm-t> in li'ilk

Th.'y sowed thrir wild oats in "thf t'orti«'s": and diinii.; th.

subs.M|Ucnt seventy years have progressed (|uietly, tloinj; v-n i'

things, but inakinj,' liltl.- history. A short aec.mnt ^t tli. iii.inv

stniKKl»'^ i>< gi^'" '" Appendix M, 1
:
we may pass ai one,, t,, ti.

iininediate antecedents of present conditions.

Th.> most protitabh' part of the work of ahiiost evny luUi

system is its goods trattie ; and the most profitable part ..t ihr

is the carriage of great loads over great distances wit hunt bnak

of bulk. For though the charges per " ton-mih' " (tliiit is,t":

carrying a ton the distance of a mile> in such trathc arc ik^

always exceptionally low, its costs arc even lower in pn.purti.n.

There is little or no shunting; the consumption uf coal, ml

the .-xpenditure of labuur are low relatively to the tMn-mlk^

accoe.iplished; ami a much larger volume of goods tnithc >•:

this kiml than of any other can pass over a line in the iwtnty-

foui- houi"s.

The ocean is now a mighty purveyor of such tratht' i.i th-

railways of North Am.srica; and in a less degree ,.f Cutni;

on EntjliHl, rua.lprs. Hut tl.eir route is not followed (..n>: fur nuUh™*'*

analv«i-* cannot t-iisilv !..• .ipplied to cundilUmal monopoly: a is »lmo-U'

n

«tr.in f.l to sturt with ilu- l.ypotlu'si. of pure monoin.ly, and paauaL; .v

introdure 8nc<-..>Fivo limitation^ corresponding to the vanou.-i hmitat.o.,.*:!

restrictions wliicl. are imi.used on railways, by various crcun.^tana-. >u

especially bv the ^'iiidinK and restraiuint; influences of publu' oinmon aoi

authority. On the rout- taken in the present chapter a,ui the neM, rah«;

problem^ ar.. .een in the tir..t instance as concerned with ,.ond.t.o„al m.uo,*

ca-es, in wliich monopoly i-' '" •feet almost absolute, hem.' tr.itejl ii^.s-ei

tionai. Ivu-h route for the study has its own advantages ;
llie t >" -Uma u.f-

at the end- as do the Hasten, and tlie Western routes to Austiulia. l-'
>

"

followed i:i th-i-e ^hnnt. r-- "vv^^^.^ the most appropri-.te to the -.'ini^il l'ur[K^-

of Book HI.

l!*!



(jEOOKAI'HICAr, INKLI'KNCKS i)N' lUtiTISH KAII.WAVH Vi\

EiiHjjx'. Hut till' liki- MtTviocs whit-h it n'lnK'r.s to Knf,'li>th in n

Diilwiip art' relatively .small : and th<y arc tliiainishin^' luidcr

the rapidly growing' d'ondiiiy and crticioncy i<i strain coa-stin^'

iratfie. In early days, traffic b^'lwicii the tastirii and wfsttni

i(iiwti '>{ Kngland had gone t'r<(|Uciitly l»y canals, rather than

hysiiiling ships; altlmujrh thi' canals were narrmv and shallow,

iiKJ had to jMiss watersheds 'iiatiy hundred feet, hi^di, by teiliuus

locks: for delivery hy canal boat was ottcri i|uicker, an<l more
wpahle of being guaranteed true to tin.e than was delivery

hy siiiling vessel. One oi' the first achie\ements of the rela-

;iv(ly slow and costly [jaddle steamers of the .second i|uarter of

!iist century was the complete defeat of canals in this trade.

F^ra while the railways made a strong bid against the steam-

ships: hut the ships increa.sed in speed and economy so much
UsWt than the railways did. that they (|uickly took over nearly

iili»fthat traile: and very litth' longdistance heavy traffic was

iet't fur the railways, exco[tt that in coal to iidand cotisumers'.

Meanwhile the number of great industrial and tradim--

I'liitrcs, from which wholesale and retail dealers can draw

Mipplics, has continually increased, as was noticed in Book II:

and the growing changofulne.ss and imperiou.sness of demand
(i.ive caused the stocks, which deahn-s hold, to diminish relatively

!.i the number of different things in them, and in many cases

III iliininish absolutely. Consecjuently whole.side dealers occa-

Mnnally, and retail dealei-s habitually, have found themselves in

lUTil (if small consignments .sent at short notice. Many of

;htsf travel as parcels by pas.senger train ; but the remairuUr
iiriiui increasing part of the goods trafKc. With ever lessening

>:

'
i

ir
i!

! HI

' It IS iiilieii tru!.' thtit, tluiu^li LiinJon liiw gooil hcci'.ss tn tlie sun, .wt
::»;; lier coal coiiR'.-. now airwt by laud. But it is to lie remembert'il that
aauy seams of coal, w.iicli were near tiiliil water, wore for that very rpasnii
'ilwii-teil Imn A'^n: and a ^reut part of such coal as can easily reaoh the sea is

tJpiTteii. If coal has to travel hy railway to the hea. and at;ahi ri.nii the .sea
' the cunsunier; then, . ven thoiiKh the railway journeys he short, Hio cost "C
Jonble transhipment is likely to K'ive the advantage to coal sent m wa-ons direct
:romtl,f mine to the consumer, or at least to a railway .station iu his iinniediati'
:.'Ui.b.iuil,„ua. Gas ami electricity companies and other lar^'c consumers of
'ai often seek tidal water in London and eUewhere. Hut small consumers
|lraw nearly all their supplies from railway stationw; the co.st of local delivery.
iMUK'h perliaps the lowest iitttuinahlc under present comlitioiis. heinc hi'.-h even
: 1 ^ilUU liistailcl>.

2U -i>
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4:>2 (OMrETITKiN AND MONOl-Ol.Y IN TltANMIHUn

111,,,. .J, , ,|Haili«'M lis I.. (•haiK"'N niilwiiy luaniipTH lia\r mI ih.n

s.lv.« to iiltnict liiitKc l.y Mix-rily <l.liv.ry : ih.y h^iv. mmi
:;

.,ii-h fniisi^jniiuiil iw W.I.II lus II. ariivid, '•Itcii cvfii ^mmii^mi

triu-k t.. it.s.'lf, if tlu-iv wiirt iiuihiiig .Is.' gciinj,' to tli- sm,,

(IrstiiiiUinii, mili'HH it Wiis very siiiiill iiiil<'f<l. S.. tli. y aiv lh,i!t,

to hriiiK the laiH'' waj,'.)ii iiitd j,'fii«Tiil ii«f :
alth.tu>,'h, ttli-iiti:

it wci^jh.s l.'WH ill |ir..|K>rli..ii t.. its fr.iglit, u<•(•llpi.•^i I. ss s|kii. ,,.

thf liiu', iiiid is iniiic cfttiKiiiiii-iil in nthiT wiiyn lliiin a .miu!.

Wilson. And, imrtly in onK-r to Ifss.ii tlif total tinif n,,iij,„,!

in thi' journey of a consij^nnitiit from h.'iiiliT to i. <rivi r ih.

railways |K'iforiii tlictiistlvoH, an<l include in thiir npliiwr,

charges, some serviees, whieK elsewhere are h-ft to tlir mui

vichials concerned or subsidiary transix.rt agencies :
his pnutK-

causes the charges made on British railways to M|i|..ar hi|;lM

relatively to those in other countries, than they really aiv

These and similar causes have given a jHCiiliar i:hiir:ut.r

to Ktiglish railways, which differ from those of (,tlirr ^v.:.

industrial countries of Europe .somewhat in tne same ww .i<

those differ from the railways of America. Whenvn- nui'h

long distance heavy trattic must go by railway, plant ml

charges are adapted mainly to its re(piirements: and 1im\)

engines draw long trains of large wagons loaded witii t'rri,'ht.

which pays high charges jkt ton for each average jniirii. y, Iw!

very low charges for each ton-mile (that is, for each inilf iha;

each ton is carried). An American train often cnrnts iimrt

than a thousand tons in fully loaded wagons, holding In*

thirty to fifty tons, for more than a thousand niil"s with mmiv.
}

any break ot'bulk. The majority of British goods tlalll.^, utlvi

than those loaded with coal, are made of .small wa^mis drMinHi

to (h-liver a multitude of coiisigiimeiit.s, averaging smut t«-r

three hundredweight, or evi'ii less, at a multitude otstatinii«

Hence arise t\-.> results, which will occupy ..lu- atiriiti

:

a good deal. Competition for traHic between tw. Brm-ii

iou"tes, whether each be wholly by one railway .t mad. v,

from portions of two or more, turns more upon the iiicul'ii:'

conveniences ortercd by th.- several services, and Kw on l-

charges made per mile, than is the case in many other ("iintn-

an<l esDccially in America. And secondly, .statistical iw r-.-

li ihe a\eiagv charge per ton-ii



Atll'MlANT giK'K PASHKNdKK SKItVUK |;(^.»N< »MI/KS IIMK \;:\

.huiild Ix' nillirted for iJritiiin, wmild show ii miirli hi'j;h'r III,

I, V.I than tli'w of u\;m\ ntlur (•nmitrii'N : paiilv uii fu-cuntit

n| the s|Mciiil liicilitifM, lu which liriiish niilw!i\> mv t'i>\i> <\ i >

r\n\, iiiiich iriMncyjiiid caic; purlly Iht.ius.' thr hiavv i'h.iij,'r's,

»hii'li I'liw.itiiiiiL; li,'Cllt- in ntlur 'iiiinlnts liir similai'

A.ifk, iirr a|il In l»f li'Ct (Hit u( acciiiinl in inli'inal mnal ii.rp-

jitri-nris. Thi'Mi ai;ciits nt'ti'ii delay <''>nHii;ntMi'iits till llus

Hi.. iii(.iii,'h ti>r a hini,dc ilfstinalicm in cnahlr I linn in claiin

,
InwiT rate i>{ charx'' ihan thai Cm- small cnnsii^'niiiiiils. An

Kni,'lisliMian i,'i'ii('raily pri't'crs a [irninpt Mfivicc m mic ihal is

nthir chfajM-r. Pi'ihiips ihis prfCcrciiri' is sniiictinics carrii d

inri'iiMiiialtly liir
;
hut a tiiir cniiiparisnti nf two railway svstcms

inri'^'iinl in i-tticiciicy and I'coiininy rc(piiivs that t'ull allnwanrr

!» niadi' tor t'cniintiiv "F time'.

;t. liritiiinn I'ltilivtifi mafi hIiovh the /niliiitonx ,txiillx

•i niiii/itfifion : It lid her jtiiHiitiuftf M-rriir in n rif niHthf

Imt tin- iroiioiiijf nf time reHii/tiiiy/ioui/rrijHint rn/»ii/ mti-i'ius

ilHinilli'/ iiiiiH is fH'rhiipx mirth innir thiin its cast.
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ay ni'xt consider the rule that density nf populutinii

IIS tiie average railway journey; and raises the benefit

*hi(li the piihlic derive t'min a great choice of trains, in eom-

Ipiinsiiii with that which they get from low fjires ami low rates

"r the tiaiKsjKUt of goods. At the same time, it enables -harges

•1 thf test and upkeep of the permaiuMit way to be divided

iiiiuiijf a great inimbiT of passengers and tons per mile: it

htrt'liire allows the direct costs nf hauling each passenger and
ds a mile tn be rather high without 1

\'t\\ lit
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wliliuiis throughout the indii.strial and trading distri:-ts ot

Lh'' Hill I and Scotland to set up a greater number of trams
mil i's|ifcially of fast trains, than are to be fniiiid in any otiici

ir i of I'liual size in the world. Nowhere elsi> are there si

lii.iijv juirs of points between which the pas.smger has a large

'i"iw' iif the time of di

ifiilyrt travel at an

ly at which he will start nn his ji miiiev,

a\ 'rage rate exceedmi; tnrt\' mi
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les an liniir.

I'le else are small packages cnllected and drlixered o\:'r
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454 (•OMI-KTITION A\n MONOPOLY IX TRANSPORT

HI, IV. :i. so many coiisi<lcral)l<' (iistaiices within thr twenty-four hunr-

i-von at tho cost to tho railway of sending off wagons with

but light loads: nowhere else are so many express fish ;inil

milk trains run, though the quick and secure trans|virt "f

perishabli> food over long distances has been brought to a hid

degree of perfection by American railroails.

The compactness of the industrial districts of F^iiglaml and

Scotland, combined with the manifold railway access which

eaeh district has to various sea-ports, has made coiM|H'titiun h-r

traffic of this kind very eager. In the result there hits h.vn

a constant tendency to agreements as to charges: aii.l th-y

agreements have been promoted by the intervention of (lovtrn-

ment ; even while a chief motive of the Legislature wius th.

desire to maintain competition among railways, and tn chi-ck

the movement of the railway system as a whole in tlu' dir.c-

tion of firm monopoly. Parliament has always favouini th.

fusion of lines which make a continuous wtiole, and regiini.ii

parallel lines with .some suspicion ; but some parallel lines tut

which then; was no good reason, when they were made, aieiww

fully employed.

The intensity of some kinds of goods iiaffic, and of alin.ht

all kinds of passenger traffic between chief centres of pipui.itir.

ba.s c(jntributed to the concentration of the greater pirt f!

Britain's railway system in less than half lif her aiea: and it

has been justly observed that the forethought of a stmns

Governmeiit might have effected a somewhat better distribution

But under modern conditions, densely peopled districts .x.-rt ;i

preponderating influence on Governmi-nts. ev<'ii of a si.niewhii!

absolute character: stress is laid on the fact that riaiiiloa<is up

often very light in districts in which the passenger train uwW''.

in each hundred wpiare miles is very small. It is iintr«-..rthy

that, the railway map of Trussia, under by far the most .ttifi.nt

governmental n'lanagement in the worlil, shows alternations.;

dense ,and sparse networks somewhat similar to th.iseiifEngliW,

•

map : and this is in spite of the fact that many Prnssian rai'«av.

in sparsely peopled districts were made alrno^^t .xclusivh i.r

strategic purposes.

Again, wrurii two (-(ni^itlenioit- rai.way ' .•• -

eonnected by paral'-l railways, some waste may W eausrd >}



RAILWAY COSTS MOSTLY KIXKT) FOH SHOKT PERIODS ONLY hJj.-)

running express trains on both routes : and the cessation of such III, iv, 4.

«;ist(> is one of the more prominent advantages which are some-

times antiei[)iited from a fusion of the two lines, whether in

pnvate or (lovemment ownership. But there seems to be no very

great w.aste in such duplication ; except in a few cases, in which

the trains on both routes are inadequately filled, and run between

.4 and B without stopping. It more fre(juently happens that

some of these express trains stop at (»ne or mori' important

«t.'condary stations on the way. SupjMise C to be such a station

on one of the lines ; then it will probably be arranged that a

slow train arrives shortly before a quick train stops there; so

that pjissengers from small stations intermediate between A and
''' travel ()uickly between C and B. Similarly passengers, start-

ing from small stations between B and (', travel qui(!kly between

''aml.l'.

4. Ill i-"iiar(l to short periods most of the costs of a

milwaii are '\/ixe<f" ; but large problems of railwai/ polict/

nlaU' chieflji to lone/ periods, in regard to irhirh muchfever
mstx are fi.red.

\-.ii

Pas,sing from general considerations relating to the structure

"t Briti.sh railways, we may now enter on the large and difficult

problem of the relation between costs and charges in the railway

industry, regarded as one of conditional mono{H)ly.

' I'ariillel lines are sometimes deliberately arranged by a single company.
Great \Vi: tern expresses between London and Exeter have tliree routes : one
Arouph Batli. anoti.er through Badminton, and a third thronfili Westbury. It

IS doubtfnl whether any waste is involved by the fourth parallel route of the

South Western throuf;h Salisbury : and North Devon would have suffered much
it that route li;id not b-.'tn continued to I'lynionth through Okehanipton. There
are no loii}; ():iriill<'l lines in Britain so near to^tether as those that run on the

riitlit iiiid Ic ft hanks of the Rhine for more than a hundred miles, being in sight

"tone audther for the greater part of the way : they are two of the busiest lines

''fth(i;;re«t I'rnstiau system.

Tilt,' lirtiit Eastern and Great Northern lines are piinillel between Lc.ndi'U and
Uiiibriii J'. Hut Cambridge is Uie focus of many lines ; and some Great Northern
tram:! ari' arranged to arrive at or leave Ciiniiindge at about the same time us
Ijreat Eastern expres'- 's ; so that N.irfolk and other Kastei ii Counties may huve
^iwil connections -.ith Hertfordshire and neighbouring distriets. As a rule the
''" "'" "' • ii'ress trains supplement one another : and U' their number were
i'Uth diiiiimsheil. the small gain in net ineonie to the combined companies,
>(uia ))roli;il)ly lie of less value than tlie loss of tinie mid converiieiiee to those
'
tiost; triaag. nil nts give them occaaion to move between London and Cambridge.
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456 COMPETITION AXl) MONOPOLY IN TKANSPOltT

III, IV. 4. It is true that when niicc a new niilway has a fully <'i|ui]}|i«i

(loublf track, it can carry a great deal of tr.ithc without tiiith^r

outlay on its ponnaiu iit way, anil with hut little further mitlav

on buildings: though of course it nuist increa.se its rolliii<;>tn(k.

and almost every class of its employt'es. It is true thentniv

that its costs are less dependi'Ut on the extent of its llu.'iinl^^

than are those of a shipjnng coun)aiiy, which makes us. ,t

public docks: and invests nearly all its capital on ve-sc!s tha;

speedily deteriorate, e\fn if they are not r(>iidered obMiliscm'

by techniciU advances. A large ship is no doubt very eceiiiuiiicil

of working, provided a tuU cargo can be found for it. lint th.

total costs incurred by a railway for a small traffic ])er mik' an

generally v»'ry great, while thosi' for a dense traffic per mile an

generally low : and there is no equally striking contrast littwini

the expenses per ton or passenger mile of a small line nf wA]

chosen ships, and those of the most powerful line. It wi'l

however be found on examination that tendencies to Incrwijini:

Return are strong only at ct>rtain stages of a railway ex pa iisioii:

and that similar tendencies are found at correspomliiig stai;'>

of the growth of a business in industries which are not. in any

special sense, Increasing Return industries.

Consider for instance the c;\.se of a printer, who is i'.|nip)i.i'

with a varied up-to-date plant and statf, but is slack nf Wi.rk

the gain of an additional onler may be worth to him iieaiiv th'

full price that he would get for it, after deducting the cnst ••

the materials. And yet, if his normal output doubled, he mi.'h'

probably need almost to double his plant and start: luwniii!

not reap any great additional economies from mnre Ir.ijhly

specialized })]ant or staff', utilization of waste ])ni(ln(t>. Hc;

lliat is, he would not reap many additional economies <<i tl;"v

kinds which are giving tin- upper hand to a giant tiim in -•••

and some other distinctively Increasing Ketnni iiiiiu-tri'-

Therefore although a particular order may be t.ikiii wifh i;'

allowing for more than out-of-pocket exjienses ;
yet. s|Hakii.'

generally, onlers are to be charged with their appmpiiite >hi!t

of the cost of setting up, or it may be enlarging tlie \<nn'.>-'.--

buildings, jilant and staff': and the same is tni'' in .':• i'

mea>ure of r;iilway work. That is to say there aiv alU'iiLiti!::

stairi-s in the evolution et the tratHc on a radway. Winn r >
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tirst opened, if 'iimiinonly hiis an iMjuipincnt expected to Hiiffiee iii,

tor sovcml years, without calling,' for any very heavy cxpondittirc.

It has iit first very little traffic; perhaps hanlly sufficient to cover

working expenses, without making any contribution to interest

III the capital investefi. Durinir that stage, every addition to

:iu' traffic adds much more to the revenue of the railway than
ro its costs: and it may he .said, without greatly forcing the use

ut'woni.s, the railway is an Increasing Return liusiness. Hut
iftiT a while the traffic begins to outgrow the e(|uipiuent of the

railway; and then no more can be carried etJiciently without

,'reat outlay while that development is in process the railway

uiiiy be described, without greater forcing of the use of words
than in the preceding case, as a Diminishing Return business :

infi so on '.

It may be well to go into some detail in regard to this.

ijf course it is, generally .speaking, no true economy to build

1 line with steep gradients (jr sharp curves, or even on a cir-

ouitoii.s route, if there is any considerable chance of its being
required in the course of a generation to do important work.
But nearly all the other outlays, which belong to a first-class

railway, may well be avoided when building in a sparsely

peopled district.

A single line, with few and short sidings, scanty ballast

rail light rails can be built and equipped cheaply. It may be
closed at night

; and at a very small station two men can do the
whole work, including the signalling. As the traffic increases,

•he efliciency of the railway can be increased gradually: and

' This (loiut has been drveloiK'd by several writers and .-.speeially bv
I. 0. Loifnz in tiii' llnrranl Jniiriuil of Kcoiiomic.i, Feb. 1907 mid F.-b. Utlfi.
He ijuutes from Pre-ident J. .1. Hill of thf> Greiit Northern Hallway. U.S.A.,
•KiUM'i ill l'.)07: "The traHic incrcsise.s womi.'rfuUy, but the railroad
!iciiitit8 have not been able to keep up the pace. That is why to-day your
SMness ill some respects is |.iualysed, while you cry aloud for transportation
.'i.i!'. Lr,n^; |,:irnlysis means slow d-ath. The fact is probably forty per cent, of
vuriiiisiiies.^ to-dav is without any facilities to handb' it."

The fiuvlamental importance of the element of time ni all discussions of the
:-.e<of d'vision to be diawn between (1) tluctnatin<.'operntiii:,' expenses, i-l) con-
tun L'lWatinK exeensi's, and (Jt) fixed charges, is explained in creat detail, with
pteial r. f.,rence to .Xmeri.an condition.-, in \V. .1. liipley's excellent Hailroails.
'-

1-. ispi'dallv pp. Ill- -HO. " KverythiuR dei'ends on tlie len-th of time under
-n^ideratHiii." roiiii.are his long period cliart (p. Cti) with those for short
r""i» ip. lt"i).
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COMPETITION AND MONOrOLY IN TRANSPORT

thus its capital cost can be kt-pt in fairly close relation tn tht

work it has to do, and the income it can earn. But tlie iiicriav-

in expense makes some gi-eat jumps: as for instance assoimas

it has biH'n decided to have .vo lines instead of one, or thm

or four instead of two: <'r to keep the signal-lwxes n|,.>ii In

night; or to make the permanent way, including the briili,'f.

solid enough to carry heavy locomotives at a grmt sji.i'1

None of those changes can, as rule, be made [jiicoiikal:

and after each of them, the efficiency of the line is so much

increased, that it can carry more additional traffic, than it i<

likely to have for somt' time, withotit any appreciable addi 1.*

to its expenses on accotint of the permanent way.

These general considerations are sufficient to show that th.

IK^rmanent way and its ecjuipments are not even a])]ii(ixiiniit.|y

definite entities, made once for all, and "fixed " indeiHinlnitlv

of the traffic. If further evidence were needed, it w..iilil W

supplied by the fact that in the thirty years 1««2— li»li'.i'n,

"paid up capital" of British railways increased from :n^

million jwunds to 1335 million pounds: though their iigca.-

gate length had increa.seil only from 18,4.')7 miles to '2:1441

In one sense indeed it is true generally that the (kiiMiy

per mile of the traffic of a railway system increases with it-

length : and that therefore the larger it is the lower thi' nt,-

at which it can profitably work. For if an extension B is mIU

to a railway .-1, the traffic on the united lines exw.dMhr

sum of the traffics that there would have been en A mU
separately by the traffic between A and B. But this or-

sideration is more than outweighed, in a country alivadyw,.

.supplied with railways, by th.' fact that the natural rotirs.-;

the chief traffic have been .iccupied by the earlier luirs,

5. The direct eontx ofjtarfinilnr pasxnif/tr srrrin'".

The busin.'ss of a railway consists of two m.iin iinncih-

goods traffic and pas.senger traffic, (ioods tratiic i- th.- m:-

interesting for our purpose: but it is also the iiieiv c-nipl-s

For much of its cost is due to terminal servir.s. whui. ar

a different order from those of mere transport: and whil- -•

fare paid n_v .i prissenger !.- \\t\ i':i\\(''~'\'ll t" allV

but himself, much of the trouble connected with eharg.
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jroods tniffic iirisfs fVoin the fact, thnl the charge paici l»y III, iv, 5.

jirodiiccrs or traders for the tniiisjiort of atiy class of goods is

,1 iiiattor of concern on the one hand to those who desire to use

ihi' goods, and on the other to those who offer competitive

i,'i)o(ls from the same, or from ditfert.'nt, sources of supply. W<?

will therefore begin with the direct costs of pa.ssenger traffic.

The unit of charge is as a rule (subject to exceptions for

season tickets, organi/xMj excursions, etc.) a single or doubh'

journey for a single person: but the smallest unitofcost of service

i.s that of a pas.sengi'r wagon '. There is no means of ascertaining

hetorehand how much dead weight will be carried for each

piis.st;nger in any train (save in a few cases, such as those of

trains which bring every week day the .same crowds of workers

tijgoon duty at, say, nine o'clock); and the accommodation pro-

vided is adjusted to the probable demand for it, a large margin

being generally allowed for unforeseen contingencies. Therefore

tho direct cost of a pa.ssenger irnist generally be taken to be that

traction of the total cost of hauling a wagon, which corresponds

to the average number of those who travel in the same class

"f carriages with him.self, in trains which run under similar

Conditions to his. This last (|iialification leads to the next
jKiint.

As it makes scarcely any difference to the cost of a railway

whether any carriage in a train, that is made up ready for

running, is full or not : so the addition of an extra wagon to

a train, which is bound to run, adds to the total costs of

the ti-ain, nothing but the wear ;>.nd tear of that wagon,
and the consumption of a little extra coal. Therefore .speaking

generally the wagon unit of cost is to be regarded as a pro-

icrtioria] part of the next larger unit of cost, that of a train.

It used to be hidd that a fast train cost more than one
«hich maile many stoppages on the same I'oute. This was
partly because' an engine that coulil travel fast, was very

xpn.sive: but im;)roved methods of exact mechanical eiigineer-

iiit; have rediieeil this ditt'ert'tice : and it is now underst(j(jd.

I .

^

'•fi!|

nm
i ; 1

fvl

It is trii'! that wlitn .-ome of the \va^.;on^ contain coinpartmcuts of more
liian diie ciusH, it is possible to increiise a train hy i)art of a wagon to tiioet

v„.iaiy incrta-sed dtinaud by any class of puK.-ient;er- : but, for tlie sake of
!nif:hcity, tliese and similar trifling details will he left out of cousideratioD.

i;iF
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4()0 COMI'ETITIOV AND MONOPOLY IN TRANSPOUT

111,1V.'). thiit a train travcllinij turty or fifty inilcs an hour with W
very fi'w stoppages, is less costly than one that makes trri|ii>'nr

stoppagi'H, and is yet rcquirtMl in attain a etimkI pace hitw.m

I'aeh pair. Therefore the practice of charging additional lim.

for express trains has declined, esjiecially in Britain ; Mtui th-

direct cost of a passenger train may be taken as viirvin-

generally with its total weight and length of jeiiniey. Hut

a train which runs at a time, when the line has iiion- trattir

than it can conveniently accommodate, may be held imt tn \w

its costs unless it is fairly full : as a rule, the trains that dd run

at such times can earn large revenue even at low charges; nn'l

these opposing inHuences have led to some curious aiieiimlies-.

The total charges that bidong to the pa.ssenger service, in-

diuiing the transport of such parcels as go by passenger trair,

consist of the direct costs incurri'd on current account fer pw-

sengers, ])arcels, rolling stock, stations and employees; te<('th>r

with interest on all outlays for those that ari> to be chaigt'd

to capital account: also with appropriate shares o{ the gentrnl

costs of signalling : and of the making and maintenance .t

the main way, and of such sidings as are not exclusively iisui

by the goods traffic. But the distribution of these general

costs between the passenger and the goods divisions cannnt

be brought under any fixed rule. As a starting point it may

be sup[)osed that they should be divided roughly in iimportMi

to the direct costs of the two divisions: with some sp'oial

allowance for costs that are incurred more for one service than

another; and especially when one pushes the other asi'lt.

For instance pa.ssengcr trains crowd goods trains otf thi' lini

at certain hours of the day, while goods ti-ains in return hav.

almost exclusive possession in the centre of the night.

fl

ifiP

!« I

If'l;

I

To pa.ss to some points of detail :— it is often said that th'

tendency of the age is towards increa.sed subtlety of ilitlVivntia-

ti(m between various classes of goods that Ir.ivel on tht sanio

line of railway: but, in so fur as this is true ;it all. ihe cauN'

will generally In- found to be some new dirt'ereiitiatieii in tii-

services rei|uin>d for different things. In passenger tnirtic "ii

' Something is siiid about them in Appendix M, -'.

>I

* '
1
ii.

p A
•

' iB .

' ^ tB>;

J
ii



UIUEOT COSTS OK I'ASSENOKK TUAKKK; 4(il

thf other hiuul the t.'ndeiici.vs „f the a^'o are ck'ivrly in tho Ill.n. s.

opposite direction. In early times indeed everyone had a
(Ittinite rank: when he travelled he received accommodation
according to his rank; and he paid for it prop.rtionately,

uiiiefs indeecl he exacted it without payment. The first Enj,dish

railways went on this plan: those who w«iv unable to pay
high charges were iui'ced to travel in gn^at discomfort: and
express trams wenj practically reserved for the gentry, partly
hccjiuse it was thought that quick transjjort was very costly;

until, with the advance of railway techniipie, it was found better
u> attract all clas.ses of passengei's between principal stations
into fast trains.

Thus one form of ditTerential charge, which was long
ciistouiiiry, has practically disappeared from British railways.
Meanwhile the amenities of third class travelling have been
greatly increased

;
and it has become neces.sary to provide first

class passengers with so much free space, that the actual cost
uf the haulage needed for earning a given sum from first class
carriages has become greater than for thin! class; though of
course the net earnings on each hundred passengers are greater
tor the first than for the third class. In several other ways
differential charges for passenger traffic have diminished; and
in elastic demand has been met by increasing accommodation
and specially low fares, even under conditions which made the
liirect Cost of haulage more heavy than usual.

These considerations tend to show that the reasonableness
"f th^. tiires charged by a railway cannot be judged even
ippruxiiiiatcly by mere reference to the I'ates per'mile in each
class: fur the services of one railway may be .so much more
advantageous to passengers than those of another, that they
are really the chea{)er, though at higher charges. Speed and
tivtiueiicy of trains, spaciou.sness and ease of carriages, allow-
ances of fnr luggage, etc. are benefits for which t"xtra fares
'ould be charged reasonably; in the .same way th;it a higli.-r
rem maybe re.-.sonably charged for one ten-r.,omed huus?. i„
»hieli the rooms are large and well appointed, tlian for another
rtichisalso classed as a t.'u-roomed house but est nmch K's.s
to build. .\!r;i.i|, ;, ji,,,, },,,;ij ;,, .. ,.,„,„,^, ,_„ , ,.,.. ,_ ... - 1..I. u.!.,i, ,!, ,^ m-UiitaihoUs and dinieidt
'iMnct, where traffic is scarce, may charge highe'r rates for

.i \
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m. IV, fi. a stTvieo intV'ri..r in coinfort or ottieioiiny to that of arn.th.r in

a rich, Hat, (Itnsoly jn'oplod district; and yot bf in .ff.rt th,

chi'HiK'r of the two.

But so great are the advantaKes of simplicity iind uiiitMrmiiy

that, with a few divergi'nces in excei)tional cases, th.- chart;, .j

a ix-nny {xt mile for ordinary third class trattic is univ. r>;il „i

British railways; it being understood that, wh< iv thtiv ar.

competitive routes, the mileage is reckoned as by t lie short,,!

Thus practical expediency has brought about a rigidity o| ml,

which woidd have been resented if imposed ..n the rinlu;u>

by authority.

<», The direct eostH ofparticular gnndx-tmffic .tm-ins.

As a single passenger is the ordinary unit of charj;.' <,ii In-

side of railway business, so is a single consignment thr unit ,

:

charge ..n its side: ami, as in passenger service so in g.ia.iss,rMc-

the direct cost of the appropriate unit of charge, is .Imv,.! ;:

the first instance from that of a wagon unit (or, in the c.is,
,•

a large consignment, of several such units), which a;'iiiii i-

generally derived from that of a train unit. And thr gi^nm

costs of service are shared out over particular direct costs „!i

a similar principle, or lack of principle, in the two cases. Bir

there are some broad contrasts between goods and pissmg.:

services, from the points of view both of the railways m\ their

customers, on which a little should be said.

To begin with, there is the consideration that go,«ls tni*

bears a closer resemblance to manufactures than passinj.!

traffic does: because the carriage of go.xis, likr thr w-rk c

a factory, is only one link in a chain of production: wh,rw-

a passenger journey is, as a rule, complete in its,-lt. Cm-

quently the immediate, though not the ultimate, interest ::

the freights charged for any kind of goo.ls is genially concen-

trated in a relatively small number of peopk", wh,. trade in th,-

goods as buyers or sellers. But the interest, both tnuneii.;.:^

and ultimate, in passenger fares is diffused over thi- wh„i

population ; and theri-fore it sel.lom gives rise to k.en seeti^i

eonHicts, such as are found in the relations iHtNveeii th -

,.„i.age.) in successive stages of the same long pn.eess „t j.r-

• lu'ction ;
especially if they are organized in cartels, or se-eu..,

Iffi
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triiNts," ami other jriant l)iisi!U'.^s,.H. AwonJin^Iy, frci^'ht m, ,v, n.

niti'.s are subjtct ti. an ua^vr, ak-it iind well itilurnu'd scrutiny,

which is .scidDin l)r..iight to hear on |>asscnj(t'r tans: and, iw

It hapiMTis, though discriniiiiatiui) iM'twom paHsnigcrsacrording
to thfir rank has l)Cfn rcnd.ivd iiMi)raftifal)if l)v the ohso-
l.'stvnw of dcKnite lines o' ,;ial eleavag.', tiic diseriinination

ot jji-imIs according to th.'ir lank has heeoine a very important
iimttcr to the carrier: and it is not very ditficidt.

A^ain.a passenger who desires to travel l)etween two points
.1 anil H is conct'rnrd only with the charge levied on him ;

hiilees not care whether it is greater or less than the charges
k'viiMl on other people who travel between either point and
N)ine thinl point. But the producers and dealers who live in

A are often deeply interested in the relation which the railw;i\
barges, levied on the goods which 'hey send to /i. bear to
thnsc levied on rival goods, which come from C. „v /). |„
lut, there is much truth in the saying of an experienced
railway official, that when a trader or a locality complains that
railway rates are too high: what is really meant' is that the rates
ihurgwl to some competitive person or hnvility are too low.
For, us has beim already observed, neither |)roducer nor tra<ler is

very iiiiich affected by a tax or any additional charge laid on
him, provi.led that ev,.rybody else, who supplies the sam.
market, is subject to the same burden : the main burden falls
'.n the ultimate consumer, though the busines.ses of producer
ind trader may be a little curtailed.

Again, in a small country such as Kngland, which has
sutticicnt traffic to r...piir.' its chief lines to b.- kept open at
m^ht. the goods serv.c presents in one respect simpler
pmblrrn.s than the^ pa.ssenger service. For the pa.ssenge,- insist,
'JHchonsmg his own times for travelling: and the.se a.v, for M,,.
.'fater part, times when the line is crow.led (unless the journey
> i"ng enough to give time for a fair nights sleep). Bui the
>hii.i)<r of goods re(,uire,s nothing mor.. than that th.v should
travel sateiy, and be delivere.l without great .lel.iv: he does not
'jir.. whether thoy go iu a fast or slow train, or what stopp......
thryniak.. by the way. 80 far from objecting to their travellm-
P) night, he rather prefers it: at ,.11 ov-m,. ;., .. ,

"

'
'nau.tr.al district, where goods collected bv a railwav t.^waHs

!' 'A

i !i'
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4tii COMPKTrnoN AN'I) MONOPOLY IS TRANSI-OKT

III, ,v, i;. l\u' on.l ..f 11 iliiyV work cati Im- j,'fnfmlly dvlivLTid l..tor< n .,

oil th«' ru'Xt tliiy. This omvi-nii'iice is |.iirtly caiisr aii<i na:i

rfHiilt ..t till' HritiMh iiruotici' ..t milking up nuiii<r..iis tnuih :

Hiiiull waj,'.>iis, many "f which arc not lu'arly full
,

-n that m,,

ran bo drupp .1 at laeh i-uiisi.leral.lc stalinii U>hr uiilna,lr.| v

hisuri". The pr..iK)rti(»ii <>«' di'ml w.iKht t«> fivi^jht in ih.-

trains is v.ry hi^h : l»ut. ihoy .nablf work to h.' il.-ii.' vsithi.

v.-ry much night labour botw.cn tw.. working days, which i:

most other countries is spr.-iul over at h-ast twice as loiii; a |j,.ri.-i

And thus in gixnls trattic, as in piissenger trattic, British nulmr

services nde economy of time to the customer imtcli nwrehuiH

in comparison with mune;/ costs, than other niilwn!/ .'<en;ml

Let us iMisH to anotlicr contnvst, that between railway and shipi.u;k

services.

The special services with their corresjKmdiiig costs, wh;(fe

steamship lines render to valuable goods, consist chittly ot'iiir.

rapid transit, with a regular service of ships insmin.i; prnii.j'.

despatch. These advantages play a n-latively small jwrt ::

railway goo<ls trattic: for distances are sh..rt, at ail ."v.iitsin

small countries, and there are fre.pient and ivgular s.rviw on

main lines for all sorts of trattic. Steamers charge light i;..-!-

ivccor 'ing to volume. Railways do not :
they simply put #hk1.

that occupy much spjice in proportion to their weight nil"

"higher," that is more highly taxed class: nmchims t

instance art- in a high d.uss when fully set up, and ii. a 1-

cla.ss when their several parts are closely packed m s^itmivca..-

English railways generally undertake eart;;ge for ivirytliiii:,

except minerals and other things, which con..' m -r-at bulk

and are carried at very low rates. Costs are iiu'iirr-d a»:

corresponding charges are made for "terminal' rxpnis-. -!

various kinds, with extras for covering and uncovering, l":i'l!:.;

and unloading. These costs an.l charges are not alwa)-
,

"

heavy absolut.dv : but they are large relatively t^ .utual -

of haulage, ..specially in short .listanc trattic: ..nsr.iiidiM

„„less UTrninal charges of all kitids are s.>parat.dy cntrwl. l^'

t..tal charge p.^r t.m-mile must b.- very high for small dbiair-

and gradually .liminish, as th.^ distances incnase'.

found, other thinKS bein, c.,uai. to vary p.-nenvlly as tl,.. s,,narc ukO( "

«.
tiii



rUKKtT COSTS (IF (loODS rUAI--KI«' Mli

Acror.lin>,'ly milwiiys in ..y.-ry cniiiitry nrmuf^r that thf III. iv, .;

.•hiirgf tor ciu-h i'(.iiMi^Mimftil jht lon-tiiilr shall hr jfr.'iitfr

l,ir Miiiiil ctLsigniiiftitM thiin fur liirj,'.', .ind for siimll rii«tiirHvs

:han for liirK<-
:

ii<ltiiii.istr..tivc w<.iiut„y r.'.|iiircs ihr rutf.H of
rhar>{.' to he frroiipcd inU. wwral hrujid clusscs. Th,. (•h.ux..s i;,r

ML-h sort of ^oxmIm aro iti somo moaMin- adJuMo.!, with ijoncral
nnm\t, to the avfran;,. „f rho total (•o(isijr„„„.ms of ihcio which
iimk.' th.' sauH' jounwy, ari.l j,'ivc scoim- for making up fiirly full

«n);oii-loivlH, if not traiti-loail.s ; and a^'ain to th.. .•oHtlincH.s of
iny special wagons needed, and th<- rati., of their w..ij,'ht I., their
arrj'ing power; and again t.. th.- outlay and care n.'.'.ie.l for

[)r.wntingdepreciati..n ..f the g...,ds and injury hy th.' weath.-r.
Arcmnt may als.. be taken ..f the fact that wagons sj....'ializ...|

Mr on.' s.,rt of traffic are apt t.. be expensive, to tniv.-i often
.mpty on.' way; and in s..n.e casvH, to b.- idle .luring a great
|wrt of th.' year.

TocoiK'lud.':-a fairly ol.I railway, hol.ling th.' greater {«ut
>! the transport of a compact industrial district, i.s likely to
have s.. compl.'tely adjusted its appliances to th.' trathc, that
i«;h of them is well occupi.'d ; and d.„.s its w.,rk h„ ..con..nii-

.;illy, that any addition t.) that work would have t.) rvur- ^ rly
I'll! costs. In such a ca.s.- cost .,f .s.'rvice could auton... ||y
Iwon... th.' chi.f regulat..r of railway chargi's ; and . .me
AnH-ncaii writers are inclined to think that, er.' many genera-
tes are past, railways will in th.'ir..wn ir.t.'rest cea.se to concrn
thoMiselv.'s much about th.' various values .,f their .servics to
imicilar clas.ses of traffic; but will levy n.'arly the sam,.
harg,.s for all servics that make e.p.al .lemands .,n th.'ir plant

't .'qiially bu.sy .season.s, an.l re.piire e-jnal .lir.'Ct .,r "particular"
''^ts. Mr M. O. I^orenz argues c.gently that while vnlae ..f™ IS likely U. continu.' i..ng the chief rjgulat.n- .,f prices in
h^siMrselype..ple.l.listrictsof the Southern and Wo.st.'rnSi.ites
•t AimrK',!, co.st ..f .service shows signs of taking th.' first plac
'iithr Kasteni States'.

^

It l'>s ahvady been .sai.l that Scientific Manag.'nu'nt is
"" "", ..N,vpt,onally vig,.,ous an.l .s.-,nguin.' embo<li,nent

«!!;:: .,!'':
^'"''"; '•'• • '•• ^^-^-^ ""* ""'< "'"Pincul rm.. ,niKl,t euBilv I,..

.- •J.u-i:., IB oiguui^atiiiii iiiiii in technKjue
Iju.irurlij J„i,rnal of Komoinirg, Feb. IJtKi.

M. I. T.
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4«,i COMPETiriON AND MONOPOLY IS TRANHPOHT

III u « of tin. f.m.l.uno»l.il i<J«.i that th.- pro^n-HM of the Hn.n,

of btmin-H.s, .iM of iill oth.T «<M.'nc..H. .|.'I).-i..1h LirK.'ly ^m th.

,.l,.arnosH an.l pr.TiHi..ii with which tho .lehi.-v.'in.nt. ..t ,,.

tfonrrati-.n aiv n-c.rd.d mo an to form HturtinR pouits t„r th.*.!

th.' noxt. Th.' train.Ml irmtii.ct of a buHim'HH nuiii nt luer,

j^oniuH will m. .iouht oftni h U a K'lantv a cl.-ar way thmuii

prohU'iiis. on which ••vvi. l\n- most vohunii.oUM stati.tic cm,'

i/ivc but littlf guidance

B.il as waH uiK.'.! alx.v (II. 11, 2), th.^ print.-.! ««"" r""""'

an.l cuiuulativo pr..«ressiv knowL.lK.- bas.-.l on orKani/,.1 r nl-

„f .,bH."rv.'.l factH Huppli.'H the u.aterial on which n.n.l.ni >..n

Htruetiv.- faculty w.)rks. Its provinc is t.. iK-nvivv ho« th.

Hli.rh^ an.l .n.iir.el ligl't''. thn.wn by mere nuni.-rical r.mnl.,

c:m b.- so uliliml. in cnnibinati..ii with liRhtM drawn tmiu ih,v

H.,urc.'s .us to .-aus.. r.-aliti.'s to fall in th.-ir pn.p.'r puMtmns nl...

Jv,.ly to-.n.- anoth.-r, ai. 1 to set on one si.le hasty iiit.r.n.v

from limit.'d observations.

No .loubt imtutor.'.! critics are apt to b.. m.sie.l by int..

national comparisons, which .liscuss ton-m.l.'s, waK""-""!-

an.l train-miles, on th.> supix.mti.m that each of ih.s' t.rm-

„„-ans nearly the Hiime thing always. But Amertcun ra.Uay«

hav.. liv.-(l .lown such .lifticulties as thes.' ;
an.l an- turning t^

,.v.T iM'tter a<rount th.' publi.-ati..n of the infornml.-.n
;

which

th.> lnt.-rsUt.- Comm.T<'e (;..mmissi..n. with ft.ll .supp'.t 1^'^

public .)pinion, re.piires then, to publish'.

Some referenci. has alrea.ly been ma.le to various p.bcin

f„r the .listribtition of th.- g.^neral costs of a railway ain.M.mh.

charK.'s for its vari..us services. But we hav.- conu- to tU- [.an,

at which th.-se cmiplex an.l thorny matters must 1..- .-nnsMLr.'!

more closely.

. soui-tl.in, mou- U .aid on this Hubj.ct in Arpon-lix M. 4. Tlu- V'^^^

„..t tt,.- ,..oi« place for inv-t.^atin. th- r.-lalion« botw-.n ..nN^
^

(o;,.iue..tal ...ilways. cannot he co.n,,ar..d fauly -.^l-ut ref. ..n to H^

tliat .1 vi^,. in their char^.s might he jiistitird o,. th- poun.l tla t
-

to c-„v-r outlay on - i,npiov-n,-.it ... the conditions ol c..npU.,v,„..:t .1 u-

(;i clerical "latT."
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CHAPTKK V

coMFhrnTroN am. moxoi-oly is tkanspout
CONTINIKI)

1. Thr ,/iMtnh„tini, o/lhe ffeunal ro,U o/ a vaibniy „, . ,

iftvr itn ntnonn Htri'i'iYM.

Th.' pi.MTil clmpt.T i« iniiinly cuiic.ni.d with th.- ii|i|)li-

ciitioi. tu ruilway pn.bl.ui« „C iho K<n-ml principL.s, alrrady
.lisfu.M..l. nlatiiiK t.. th.- Ko,Hi und th.- tnil of pric.-.li.scriinina"-
tions l)y «enii-in..n..p„li8tie huMJiu-SMfs. Thi« inquiry, espfcial'v
ms.. Inr um it r .if.s to Kf-Kraphinil .liMcTi..,inati..ns, ,„„« up
int., th ,|u...stion (iovemrn.'t.t .•..ntn.l „C railways and „f th.ir
relation.-, b, othrr ag..nci...s r..r int.-rnal tran.six.rt ; a.s f. which
>'iiii(thiii),' i.H said in Chapt«*r vi.

In tlw prrsent chapter, as ind.-ed throughout, rt-fm- c- is
niiwlf to nonual cnditions, such as thos.. which cxistod b..fore
I . w„rld-war: thoy wcr.- th.- l.asis on which earlier drafts of
the pn^t-nt \ oh.in.. were writt.-n

; and n.. account is takn, ofih.-
.ibn.,rinHl conditions which have arisen .hiring the war, *ive
«h.r.. (ui express reference is made to them.

When price is governe.1 by active and unrestriel,.,! com-
!»;titiv,. production, the high.-st price that the market will bear
i^ thr npnvalent of th.- est of pr,.duction: pn.vi.l.-d the
^"-.i.i.Kluy m .(uestion is in fact, or can convemVntlv he ma.le

'hl^
''hu-t product of a well-e,piipp..,i business. h5ut 'th.- <-a.se is

'Itrt-T-nt, where .s,-veral products have a joint cost of pnHluction
mth.- strict sense; so that it is .ilmost imposs.bl,. to produc..
"He without prodticmg the oth.-r.s. For then the division of
!h.- costs between th.-m is governe.l by the ivlative volunu-s
^"d ,ntcns.tu-s of the n.arket demands f.r the,u: .ubjcct to
^^^ condition, that if the processes of pro,lucti..n .-an" be so

m
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4(-,^ COMPETITION AND MONOPOLY IN TRANSPORT

ni.v, 1. modified as to vary their roktivo proportions, then th..so pro

portions will be modified in accordance to the relative iimikt'

demands ; and prices will be modified accordinj,dy. Thus. h'U>^

mutton coul.l be brou<,dit across the e(,uator in col chaiaWr^

the wool of Aiistralian sheep was developed at the expense m,

the mutton : though, in breeding British sheep, the first con-

sideration was the rapid maturity of a heavy carcase. In

such adjustments monopolistic and comi»etitive policies run oi

similar "lines: what difterences there are between the twu up

relatively unimportant.

We have seen that manufacturers, traders, and shippint;

companies, wh.> offer a variety of commodities or services, m

seldom able to set a large share of general costs on any com-

modity or service, on which well-appointed businesses can

conveniently specialize : but in rega.J to all others they hau

great freedom. Their normal practice is to adopt, smuf

distribution of the general charges provisionally: t- umki

slight tentative variations in the distribution—souK'tuiies with

reference to particular transient conditions, soinetiiiies with

the puri)ose of improving their permanent policy. A strong

monopolist business hiis a free hand in making such e.Nperiments

but its action in this respect differs only in degree, not in

kind, from that of almost every considerable alert manufactur.i

and trader.

Just as independent competitive manufactuivrs and tra(ler>

distribute their general costs over various classes ,)f ge,Hl^

somewhat arbitrarily indeed, but yet ultimately very much en

the same pl^'u ; so il has been found that " there exists sminisiiij;

similarity in the meth.uls emplnyed by different n.ihvay rem-

panies in apportioning certain common or oveiht'ail expeii.M-

This similarity apjiears to have been brought abnut witheir

previous conferenctt and agreement; ami is apparently t.'

result of similar conclusions arrivcl at by men wnrkuii,' a! ih.

same pr bl.'ia iiulep.-ndeiitly of one another." It appears ih,."

this agivment, liable to vary as it is from -me e-uiitry :.

another, and t.. change in some degn^e fron> il.-ca.ie t,> -icaa,

is vet sufficiently definite to serve =us a ba.sis for " pnbhc P'Ih.*

oxpn'ssed in most general terms, leaving the .letaiLd apphcatiun

to administrative actum and judgment." iSuch appear iii
.:;•

ill



DI8T1UBUTI0N OF A RAILWAY'S GKNEKAL COSTS 469

t<) be the main principles governintr the British Railway Com- iii, v, i.

mission and Board of Trade: as well as of the Interstate

ComiiH ice Commission, on whose behalf they have been thus
fbnriiilated'.

From a purely abstract point of view, it might seem proper
to assign to each service its own direct costs, together with
a proportionate share of those which belong speciallv to services
of a like kind with itself; and another proportionate share of
those which are common to the whole railway. But for

practical purposes, account must be taken of tht' universal
custom of putting Iowit charges on goods that could not be
carried at all at rates, which have but little constrictive effect

(in tratiic in more costly goods. Acconiingly a charge for any
service is not regarded as discriminative, so long as it includes
shiuvsnf general costs proportionate^ to the charges which are
cuiiiiiioiily levied for similar services in regard to goods of the

same Luid on the railway in (piestion, and on others working
under like conditions. Such conclusiojis are based on a broader
foundation of experiment and experience than most of those
which are adopted as rules in practical life. They are not final

of course; and must in the long run be modified by the assjiult
of

.
xptiienc,' which is growing slowly in breadth, and f:ist in

'•rganiz.d analysis, record and reasoning : but they h.dd the field

tor the time.

A preliminary difficulty arises from the distinction between
the o<ist of handling freight at its points of departure and
irrival

;
and the cost of moving it when it is in its wagon. The

first cost is approximately the same for similar i-oiisignments,

' Bv Mr I!. H. Mover at tli.. tnoetin;,' of lli,. American Economic Assofia-
ti"H. in l;'l:i. I'rofcssor M. li. Hammotul surk-'sIs that it iimttcrs very little
r;w a mercliant or a iiianufiicturcr starts his distiibution of t(,:nfTu.l costa.
H.-iimy iipi.onion them "to Iiiliour costs, or to the co.-t of the materi.il ; or,
•.w. m.ir,. lonnely still, aecordim,- to Hoor spaces, or acoorJiii;,' to the amount of
-a!'- c;r tli. „iuuW-v of emphoees." AftcT a while he will -ct trum any starting
fmt to neiirlv the same coiiciusiou

; since " by can-fully ccmpann;,' the rate.s
I iiint\ of the various ilepartments with the ^rowtli of" his profits, he is able

vtir i,v u.;ir tn correct his foniier staiiJards ol mcasurenient. ... In applvinK
thfcomianitive metlioa of determining cost.s and of fir.im; cluirp..s in accord-
i'K- ihiTiio. It would seem that the romniissioners and the lailwav otTicialg
f.i'f been merely pnrsuii-;; the ni.tliods Kenerallv known und accepted by
rao-t ciirrdil Inwinu^^ ,.,.,.,• /. .,.. , .

,'.-..
. .. ,..,^
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HI. V

COMPETITION AND MONOPOLY IN TRANSPORT

1. whether destined for a short or a long journey :
the second

varies nearly with the length of the journey, but is rather less

in proportion for a long jnumey than for a short. Here it is

necessary to recall the conirsists between the charges for largp

and small consignments, and for long and short distances.

First, as to the terminal charge : it must cover direct ci>»U.

together with a share of general costs ; all being roughly adjusted

to the labour of handling done by the servants of the railway,

with extras for such special tasks as that of protecting the con-

signment from the weather by a waterproof covering. Thes.-

terminal charges are independent of the distance to be tr.ivcild:

except in so far as a 'ong journey may call for any prccautinn

that would be inappropriate for a short one : they are of course

at somewhat higher rates for small consignments than for lar(;e,

Secondly, that part of the charge, which lelates U> mwm
coveis direct and indirect costs. The direct costs of moving nn

proportionately higher for short distances than for Imig. And

they are much higher for small consignments than tor large;

because full truck loads can be .sent through to their destination

without further handling : while small consignments must utten

travel in partly empty wagons, at the expen.se of much "dead

weight ": or else call for much special handling and delay on the

route.

With so great an economy to the railway in peiforminj

a large tivsk relatively to that of performing a small one, it is

inevitable that there should be some corresponding l.iweringit

proportionate charges in favour of the large tasks
:

and, a<

large tasks are generally undertaken for large capitaii.sts, there

appears to be some discrimination against the small man.

But in fact it .seems certain that the shares of general ousts,

which are charged in addition to direct costs, ufti'n hear a Inwer

proportion to those direct costs in the case cif small tasks than

of large.

Hence it might be infeiTed that the large trader, and not th.

small, has ground for complaint of discrimination unfavourab."

to him: but this contention, though plausible, seems to be

invalidated by the fact that the charge for the large task gives

a less excess over ujIcul uont.-i, una tnuh •^'jiIiTk.'---- ^

net revenue of the railway, than would the aggregato charges
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i\ i

for an equal aggregate of work divided up into small pieces, ill, v, i.

Whatever nominal discrimination there be in favour of the

siiiall consignment, is therefore not injurious to the railway

;

and it is generally approved. This illustrates the great diffi-

culty of laying down definite rules for deciding whether there

is any element of undue discrimination in charges made for

M'rvices that are similar, but not identical.

There are some large classes of discrimination as to which

judgment is even more difficult. Many of them, which can

be defended by plausible arguments, will need a little study

:

but we may first note, and put aside, distinctly vicious dis-

criminations, due to corrupt practices by some railway officials,

or to violent iiction by powerful capitiilists : they have done

much to excite prejudice against ditfert itial charges which are

aaily reasonable. For instance in th*- tumultuous develop-

ment of American railways in the latter part of last century

public anger was roused by the pressure, put by powerful

cusUinuTs on various railways, to grant them concessions out

"f all iiniportion to thi; economy to be derived from the large

size and steady How of their cvmsignments. Sorni' of these

eonce.ssions were open, some secret : sonu' were made honestly

ill the ajjparent interest of the railway ; some were obtained

by Corrupt payments to particular railway officials, or by other

Ilia! ign courses. Such cases are however now rare and relatively

iiniiiipirtant: the sensational chapters in railway history, for

which th(y provided material, are no longer of general interest'.

fi

'1

' To take extreme cases of pressure put on ii inihviiy:—a j;iant busines"
imitimes iiiaile a flcraRn I on a railway for exceptionally low rates, supported
by a tlu-tat to make a hraneh line to connect its works with a rival trunk line,

.r cteii with tiio sea-bounl. .\ii.l a group of financiers, or even a single powerful
tinaniii'i, liaviii'.- lar(,'e interests in each of many concern^-, would give a railway
t'l nnai-rstami tliai. if it did not yield a coneession to one of those concerns
i»hich perhaps had no access to rival Hues), the railway would lose a nood part
of the tr.iflie of other companies which had access to several lines. Concessions
of this kind were seldom secret.

But others were s^ ,ret anil dishonest. Thus paeKa^-es consistinK mainly of
(m\% which uccordiug to the recognized cJassitic.itiou ought to be cliargi-d at
'liigh rati' per ton, would be billed as con>isting solely of low-rate goods ; and
ine railway would not trouble itself to iniiuire too closely. Warehousing charges
would be omitted, or trucks would be allowed to be used practically as ware-

-.. .-- t.i.L- t.. fV Trt Tea Ln[-?u;rr:= ; V.'iiie tile ;^v.,'tir li: niucn a IlVui
ia-iness was interested would be habitually delayed ; and at critical times even

H
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ni. V, 2. 2. DIsrriittinathitj roiiasKioiis to particnlar itnlmtrin

(tnd trmkx in re{f(trd to r/uttyen a»ii/ seriuees ore mmtlii

local; aiitl they <tre often mnrh iiijliieurefl hij rouipttitiiin

hetireeii iudifntrioi ninl troifiug d'mtrietH, nerved bj) dijfinnt

railtea i/x.

It has already hccn ol surved that the public at larijf mIiIhh

conciTii tiuMiiscK fs abdU' railway frcij^'ht charges: and fhattli.

alert atti'iition of producers and traders is gciifrally dircct'il ;

tiie reldtire rather than the absolute, aniuuiits of those chiir;.'!-

for, so long as each is sui't' that all his competitors, fai' and iitir

are subject to like charges, he is generally content. In sn Im

thiTofore as agreements among railways weaken the rniitivi>

which prompt producers and traders to vig(jrous action in smr

mattei-s, they deprive the non-vocal consumer, who hears th.

ultimate burden of any high rates, of a chief defence ; and th. v

thus throw an (^ver incn.'asing responsibility on public anthnrity

to intervene in the general intenst. For instance, if the whHli

of the tlour consunie<l in the North of St > md came fr"ih

(Jla.sgow mills, then high railway charges on h,,ur, passing frniii

(ilii-sgow lo the North of Scotland, would be of little iinj^rtanci

either to the (Jla.sgow millers or to the bakers in Nurtfc

Scotland : thi- public alone would suflFer, and they w»ulJ

scarc(^ly know to what extent they suffered, or how tu siuk

a remedy. Similarly, if a combination aniong the (Jlasjow

millers kept the price of flour .somewhat high relatively t<i tiia:

of wheat (effective competition from other mills being absititi

the local bakers woidd rai.se the price of bread either dircctlv,

or by a change in (piality, and woidd pass un.scathed. Th'

public would suffer: but they are not vocal, unless stn'iii'iy

aroused ; and probably they would not be.

(Jfteii however agriculturists, or some other td.ass nt \\t<-

ducers or traders in any locality, see th.it lower rates wdidiljiH'

them an a<l\antage in any market, where they are l)iniii,dit int-

ciimpetiiioii with jiroducers or tradm-sof another local it v. whnir'

not subject to the same set of railwav niti's: and theiisii t*'

if CdVt-n il lip oil AAc triicks I'.v so heiivv a lilock of otlicr trucks ;i-; to hr piac'ii '>

iniu-i'rssilili'. Fi'i'c [las.^JOK woiiti bo {^'ivcn, iu\ iriordv to rr^'uliir Iiim!>-

•• tinvi.'ilciK '
; iiiit to othi'is. uiio iiiid no s|)('ciiii uiuiiii, 'om .\ iio.-c lu^ r.

-:
'.;

'

defiireti to enlist.
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ilriving force is supplied to attract attention. If the locality iil,\,-.>.

irti'Ctetl is large, ami the special interests cdiiceriied are strong,

rhe issue becomes one of national iiiipoi lance. A notable

instance of this was the conij)laint made by British agricul-

sirists generally, that the railways carried imported produce

tioni Southamptiin and other ports, at much lower ratc^ than

tK'v theui.selves were charged when sending thrjr produce to

Liiidiiu and other markets'.

(.)n the whole, controversies in regard to Preferential rates

Iff (Irclining in interest. There is much truth in the statement

iRiimntiy made that a railway is often prevented from lowiM-ing

uharge. wliich would benefit a certain local industry or tr.'.de

vuhout material loss to the railway; because it fears that such

ictiiiii would invite comi)laints from somi^ other district, in

uhich a similar concession could not be made without much
1
iss. Since j)referenc(^ in the character of the .services rendered

' Tiic-^c- c Mipliiiiits were invstiKated by a strong Cummittoo of the Board of
.i^riuiiltuitj, wliose Keport [Cd. 295'J], 1(106, is a cliief .source of inforiuation on
u- siihjirt of Pi'^foiential Hates, so far as this country is concerneil It brought
jl clearly tlif tiMidcncy of lonj,' distanee traffic, especially in connsctiou with

1
itHriiationa! trade, to be seut in lar^e ijuantities direct from a port, or other

iJ.iH! point, to a single market ; and in packages .io arranned as to travel
iMiyami occupy the least possible space, so that the cost per ton-mile is very

2.acli less than that i>f onlinary local traffic. A little education in railway
whiiique would remove many of thr> wastes and other troubles involved in suoii
iraHic

;
e-pecially by inducinp cooperation among producers in the same locality,

'J that each one's Moall consignment mifjlit earn the benefit of the low rate for
^aw cimsig.mient

:
whereas in fact {Report, p. ;i'J) a grower will often split up

•- tonsigrinient and "send it to different salesmen, in order to find out who
^ivcs the best prices." The Report tends to confirm the impression, previously
P«v;ilent, that in such complex tnatters as complaints of harsh treatment or
•nJue preference by a railway, an expert handl. ,• of tiie case is necessary even
:-!uie a .-\nipathetic tribunal. A shrewd, but untrained. exiH.nent is apt to
aU' his case i)adly

, and. by lo-iu',' it, to injure otheis who iiave grounds of
::qmii;t similar to l,is. The Board of Trade exerts itself to lessen this evil

•viiiiorniHl conciliation
;
by rlearin;- away inisiiiHi.rstandiii/s ; and by putting

•t!. ji!i:-ure, iis lirs witliin its p..wer, on a railway that seems to be acting
ir>..ly. l!;it where recourse to the Kailway Commission is necessary, the

. *aie ^a.d |.. rai,^,- l,,.lweeii L'.'l and fiOOO (,/,. ,, 'iH) , The li.port 'of the
iri,./ •/',„,/. ;,„/,'„.,,„ („„,,.,,«.,, I'.tO!! [Cd. U;77], p. 4. however suggested a

•ntm. ui.iiei ...l.ich the l!e^..i.strar of the Commi-^sion ii.i^'lit have provisional
>;;!.. nty f,.r J. :iHng witli small cases by le>8 exjjensn.' initliods. Statements

^

!hr casts for and again.si the railways respectively will be found in Pratt's
••"!/' ""'(' ihnr r,it,:i :,nd Waghoni's Tniders <inil /lui/ioii/x. A sliort
'>«iictd statement is given by Williams, The c .)iomici of railway Iraiisport.

'H

<-• i'lii

4t\
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474 COMPETITION AND MONOPOLY IN TRANSPORT

III, V. :i. cunnot easily be made the ground ofcomplaint, this consideminn

increases yet further the tendency tu cotupett; by iinpruvf.

ments of service rather than by lowering of charges. Thi*

escape from restraint on coiripetition works for good in many

ways; thoiigh its benefits are less frequently considered thaiith,

increased charges, which it entails. It is one of many caiiM>

which makes the fares and rates for freight on British ml-

ways appear higher relatively to those prevalent in umst oth'^r

countries, than they really are.

For instance, even when railsvays have no direct conuc;

with one another, or they havt; deadened competition byaffn.-

ments made for their own convenience, the rivalry in induatn

or trade of the regions which they serve sometimes introduce

rough but invigorating breezes of new contests. Thus (irira%-

'^onnection with the manufacturing districts lies with the (ireat

(Central ; while that of H\dl is mainly controlled by tho N'onh

Eastern : and, so long as (Jrinishy was little more than a iishiii;

port, either railway was in a rather easy mono[io!istic pusiti":!

but when the great new dock at Immingham, close to Giinisbv

was opened, the two railways roused themselves to new a>'tiviti.s ,

More generally, if two districts, A and B, luv in k«n

competition with one another for supplying a conmum iiwrkc:

with their special goods ; and A has grounds foi' thinking that

B's railway connections with it are better served than its uwn

a movement throughout A is speediiv organized with th-^

purpose of bringing its railway up to the level of that "\ B

The movement is likely to be succe.ssful : for in such a ci th'

interests of the railway and the district are clos.'ly iinittd.

3. T/if ijood (lud eril of the couremou of xinrklU

favoiirahlr raibraij nitrx fo jinrticnlar di!<tii(ti<. "'/'"«

geoyrajJiical poHitians are xoinetrhaf nufaronmhli-

In so far as the rival interests of producers nr tnidci^ ::;

different localities keep the railways, which rcsiipctivily wrv|

them, alert and jirogressivc, the result is ulnmst wholly K""-

But c<j'nplex (juestions of public interest are raised, whni k^

pressure causes a railway +<; carry the traffic of a liistrict. »liier;

is in eager competiti'in with "thers, at rates that de n^t b«:

' SeeW. A. Kober'son, Comhinatiim (tmoiiii Tailwaij compiinu'n.ff-'f'--
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their full share of its gonoral costs: for it is likely in conse- III, v, 3.

.|iience to reduce its facilities or raise its charges for other

I

tmftic, ill regard to which it has a freer hand. This is, as has

already been observed, a consequence of the fact that the

I

milwav has not an absolute mon(ijx)ly, but one conditioned by

the pressure of public opinion and i)tiblic authority. For if

Its iiionojxtly had been absolute in the districts, which were

iimre specially under its control, it might already have set its

harges there at those levels wh'ch would yield the maximum
I

net revenues: and in that ciuse it could not improve its position

by raising those charges.

Railways, like every other great economic agt.icy, and
simietiines more than any other, take a part in fashioning the

-eographieal distribution of population in general, and of

;
industrial centres in particular. Facilities offered by them
help soiiif industries to be carried on in country districts;

prhaps by independent workers in their own homes
; perhaps

by giant businesses, equipped with the best appliances, and

I

with special departments for meeting such of their needs as in

earlier times would have been met by subsidiary industries.

\ki^n imiustries which, even under modern conditions, gain

much from the neighbourhood of allied industries, are enabled
by the railways, for good and for evil, to concentrate them-
selves in large cities, and to semi their goods to be consume<i

j

at distances averaging several hundred miles, in some countries,

j

!rom the jMiint of production.

In so far as this localizaticm is effected by an even-handed

i

increase of facilities, and lowering of charges for transport,

•here is strong prima facie reason for believing that it conduces

I

fo the public gO(jd: for ease of movement, even when no part
"f a deliberate and far-.seeing public policy, i., likely to be
beneficial, because it develops new opportunities. But the

jc"V«eassmiies a different aspect, when account is taken of the
interest which e^very railway, however just its methods and

jpuri^ises, has in increasing its share of the total s.^^vices which
I'nteriiito the production of commodities in general.

Fur insiiince, "railways are giving exceptionally low export

I

rates from the nianufaotnring districts in the North to Lot'd!.,.,

"rdertoget the traffic on to their lines from Londcm to the

i
; l»i

ii^^
,\'
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III. V. 1. North, Lonilon hcing thus tiivourcd in c-oini)«titiiin with nth.r

ports nearer to the niiUiiifiicturinj; centres'." There is nunh

;

be said for sueh an arrangement: but there are n:iMiih i-

iloubtinp whether the principh' which umlorlies it, is „u> whi r

ran be applied extensively without ultimate iti|iiry tn t\,

public.

It is obviously to the general intere.st that .sourecs (it >iii)p,

should grow up as near as possible to centres of ceiisiiin|iti r,

subject to the condition that, where one source has a riatiir.,

advantage in climate, mineral n'sources, or deep-sit hiuiiin

aptitudes for a particular industry; it may be a(^aIltill;^l.ll^;y

developed even at the cost of somewhat large expiiiditur.";

labour and material on marketing its products. And it may

further be conceded, that when an industry has grown up;:,

a district, under the influence of advantages whirii haw l>t!

deprived of their force by changes in techni<pu' or other ciust-

a beneficiid railway jwlicy may, temporarily at least, grant t.

it relatively low transport charges in order to initijcitf ii-

misfortune. But in practice it is difficult to aff.-nl this i< lid't'

a particular group of producers or traders without ciicoiinigiii.'

the expansion of it.chistry and trade in unsuitable placrs.

Care is needed, in the national interest, to preserve theti;::

energy of the Vis medicatrir Naturae, which proinot. .s mij,'mtioD-

from districts in which the output of efl'ort and its reward ir-r

on the decline, to those in which effort can be of moiv servct.

When, f(jr instance, the chief cause of the weakii.v^s ct any

district is its failure to keep pace with more alert, riurgcW

and capable efforts elsewhere ; then only harm arises tiniii iiny

check to the stimulus which it might derive from the preN^'

uf competition. In America it has been found that the disirt

not to charge more than what a weak district will Iniir. ^v,..r

charging to a strong district nearly all that it will Wm\ h^iMr:

to extreme policies of " keeping I'veryone in Imsiiiess. Tfc:-

plan, though often conducive to high aggregate railway rtV(Miif>

maybe contrary to the public interest: "the tiiial n-u.t .>

oftentimes been that the carriers ha e eiitereu iiitu xms-

ments, whereby they agree to e(p.,tli;'.e the advaiitiiirt^

' W. A. Robertson, i.e. p. 93.
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umpt'tiiig towiiH, by tixinj,' mtfs in inverse rut in to the natimil III. v. :i.

hi'lviinfiigcs (if thcHe towns'."

Thf Fntei-stfite ( •omnierce t'oniinis-sion has cun.sistentlv

;iiiiintJiinc<l that its tnfiiul.iti' re(|uires it ti> net on the principle,

hat"iiich locality is entitle<i to the bciicHt of all its natural

advantages." It has been loath to admit such elainis as t^bat of

Boston for rates to and from the West, ap|(roximately o(|ual to

•hiise (if other {)orts which have shorter connections with the

Wtst. (Boston herself owned .so large a share fif the railways

I

which wanted to charge but a small part of their general

j.xpcnscs on the traffic with the West, that her wish might
jhiivcbccn granted without throwing much of that burden on
lather shdiddcrs.)

Thp task thus undertaken is of the greatest difficulty. The
interests of the railways concerned are always ably advocated;
land those of j)articular localities and particidar groups of
prfiducers or traders commonly are. But those of the general
public will not be ade(piately urged, unless it be by a strong
specialized representative of the (Jovernment. The British

Birtnl of Trade is moving a little in this direction. France
has fdniiiilnted her policy with wonted clearnes.s: the Minister
"f Public Works, acting with the advice of his Considtative
I'ommittee, reject.s any rate, which appears to make undue

I'liscriniination, .,r to draw traffic away from any other railway,
'rtiTuin the business of coa,sting steamers or canal boats; and
Mruvs so to adjust the tarifs of competing districts, as to
-ecure to each "the natural advantages of its location." His

j«''rk is in s.iuie degree simplified by the tiict that nearly the
olf of France is divided out into several large triaiK-les,

jriivintra common apex in Paris: each of them being in un-
eblleiiKcd occupation of a single railway. But the State has

I'hi ultimate reversion of their property; and meanwhile it

.rciscsa Very effective control over their relations with the
jribhc: and indeed France is compelled to keep a tight hand on
I
r.T railways in time of peace, in order to ,

> prepared tor war.

' IVif, ilaniiiii.iul, ill tli(> i^unrtnifi Journal </ Enwumics. \\b. I'.lll, wl,i.,,.
lisiutmlv Mf th,-<,' matter.-! \\ill he |-,„i,i.l. His scii. .s of policies en "Kuil„av

I "7"V
' '"~ :!"l':"ri.y t.-.r scvci.ii ,-Uleii.eiil> thai R^iiuw iiM to the

ikinn oi tbe CoinmisBion.

n 1
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III. V, :».

COMPKTITION AND MONOPOLY IN TKANMI-ORT

FruHxirt has worktnl on Hiniiliir lines, in i-ver clDscr t"U r.

with (}(^nuiin riulwiivH other than hiT own. Her Mitiwer .

I'ublic Works*, with hia Ueneral Advisory Council, hits ind-n

for his chief aims the advance of national interests in priwlmiiir,

and trade; and esp<'cially the siipjM.rt of Frussiiiti s.i-p„r.

and railways against foreign rivalry. But the elaims .,t .ikii

locality for favourable treatment occupy much of the tmu :

the (Jeneral (,'ouncil and of nine Local Councils; mikI th.y ^^

largely resjumsible for the great number and conijilcxity "t !h

.special {Anntitihme) railway rates of Prussia'. TIk^ \tui:{n

issues connected with the.se problems are on a imuh Lirr

scale in Ainc-rica than in any other country: tin ;ib!iy,

connected with them have been particularly bold; ami 'ti-

investigations ovoketl by them havi' attracted an iinsiirimv":

amoimt of thorough scientific investigation on \\v jwrt

profes-sional .students and public otticials. Amerii'u lias Ul^^-:

the common practice of nuiking exceptional railwav ^;l:•^^

meet the com|K'tition of water routes: and the great (iistane-

which much of her goods traffic must pass, for tlir imrp-

of domestic as well jis foreign trade, combined with -\m

circumstances, have caused this practice to give a ctrtiiiii t*b'

to much of her railway policy. For instance the charts !^

places which had water conuimnications were <>tkn lowrt

below those to intermediate places. This provoked wiiipkD;

and was forbidden: but the results were complex, ami iinta;'-

gether satisfactory. Something is said of them in Apinmiix M.i

It is nideed a grave question whether the practice ll;l.^ i:

:

been carried too far. The rules of the Interstate I'Hiuuitr.

C.)minissi(m have formally allowed railway rates to be ivduiv

so far as to meet water competition, though not >n tai i-

e.diiigaish it : but they do not seem to arrange that, if a mi!*'}

oversteps this limit, it shall be punished, by l)^in^r pn'hibi;-:

from raising the rate above the level whicn it had ch.wi i'

its destructive strategy.

The majority of the British Commission "Ti Inlaiui \\it>!

ways ( HlOti—!))"e.xpressed a hope that it might he tound P'^i^'

tol'Mact that a niilway, which lowered its rates in ciiipiti"^

•,i. ,..,...:, .^.. .... .,„ ;,,i.,.i,l \,-.t..rvv:iv «hi>iil<l ii"t raisf tn:

1 Sec above, p. 44S.
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again until it Him! hKowii h go(Ki ow.- fur its iictiun. But. with m
1.88 cmition, th.- Act of 18<»4 hii.J put difticultioH iti tht- way ot

A railw.u's rt-storing an old chiirgo. cv.-ji if nuHonablo. when
nnc It had adopted a Iow.t charge. The intention of the Act
may hiive Ixcn to nstrain any lowering of rates for the pur-
I«KSf8 u{ a ciunpaign. But in ert'ect it hindered also inductions
which were part o»" >\ constructive policy in the public int.'rest.

nnd often neceasjirily tentative: so it (iid mischief, and it has
bt'fii re{X'aled.

This is an iuHtiince of the inability of mere legislation to cop-
«ith such practical issues, as those concerned with traffic: it can
itct .tficiently only through an administrative body, which om
Kmintn the details of each particular cas<- ; and even pronounce
jiulKinrntH as to motives, .\fuch railway legislation has worked
biidK because it resembled the old rule that anyone who killed

itnnther should be put to death him.self: in nuwlern tini(!s he is

ac<iuitte(l, if he can convince a Jury (or other authority) that his
motives were only those of legitimate se|f.d,.fence. Railway
comp'tition with water routes should in like maimer be subject
;<> the ordinary rules against monopolistic underselling: any
i"w,.riiig of railway charges should be slay.-d by administr.-.tiv"-

iHithority, when the evideiici' indicates that its aim was to
(iwtroy competition. The .piostion whether it is consistent
with the public interest that a railway sh.mid be at liberty to
^iunip" its s<.rvices at le.ss than /»// cost price, in order to
dnve a carrier by water, or any other troublesome comp.'tifor,
'.lit of business, resembles in many respects such (piestions, ,-,s

whether the Stamlard Oil Company shall l)e at lil)erty to .s,.||

Its oil in certain districts at u very low price, in ordiT to
••ninguish local com[x-tition, and el.'ar the local markets for its

'wnprofhicfs at monopoly pric^s-a e|;,ss of problems which «,
iri soon to foiisider.

4. fmi>ro,rd mihmii adm!nistrot!a„ hnn timroimf fli,

Md in „•/,;,/, the n„tkovitnt!n- re;fulnt!on nf j,„rtin,f„r
mA.^ Is n,,>,in'd. Extinmtrs of th, ro><f.< of ,>arfin,l„r

(Vffx nrr irhguUd to seroi/t/an/, hut „^<f„'l ,rork.

" •.-.iiC'- ••! iiir p!-ifi'(iIIlo

'rpiiicnts and bring them to a fi.eus. We have se..n .some-
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4X0 Cf)MI'mTlnN \NH MONOIH-hV IN TKANSI'OHT

III, V, I. thmj{ i.f the jiiHtiticutioM »i' thf Kfnt'nil opinion, which lia, i.

(•ndorHrd hy thf lnt«M-Nlat«" I'oninurf"'
<

'oniinisNioti. that rnU,

(•om|HuniM (V.iywhtTf apjiortioii thfir ^(fiitnil iohi> hi n...'

the Maine way. hxlftil thi;* opinion in in harmony with •

rtxiilts ot cxjifriiiic'' in cv.'n widtT WvUU ,
ami a Mpm.vih,

siniihir (liMtril>ntioii of gmcral costs jin-vaiU in many iiiilii-'ri .

and trades, which haiiiMc several various |iro<liicts. .v.ii tliMn^;

there is no iiioiio|K>listic coiitidl of any of them. 'I'h" Ith,,;

influences of public opinion, anil the ever wideiiiiii,' . AjHr: i;

,ind sense of responsibility of the j.'aders of the .ailw.iy iinlu.'s

have (lone much to brin^' about this result by aiitli..ii!ri..

remilation in Hritain ii- ' other countries; lach cmintiv pr

ceeding on her own liii. . but all niovinR in similar dinni n-

Rej,Milation has become careful in ^'eneral scheme and inil.t.n

an<l the force of public opinion behind it has inciviMil: th.r.

fore its action has become I'Ver more imptjrtaiit and stmri;.:

ami at the same time more subtle and more deliciitcly ^h^'i

;

Precedent has jjrown into precedent : decisions have |ini(vi4':

with ever j(reater ease, certainty imd precision, lint y t th.n

is more new work on the anvil now than at tlmo>t miy pP vi h;-

lime : the call for vigorous, but moderate and well n.nsiil.r.i!

action by the regulative authorities incr.a.ses with thir

strength'.

In particular, there is almost universal agiv.m.iit 'h.

railwav charges cannot be adjusted to particular costs; ami thi;

they should not.bt.-a ' sled.cv^!. i'' they co;ild. lint .iir-ti-!-

relating to ab.'^oluli' and relative costs continuMJiv .irbf •;

often on the initiative of the railways themselves :
ami »r^.m' i

knowledge, based oil systematic studies, is reiidciiiiK it
^^•

more possible to mak.' fairly confident, tlioiigli caiviiilh hunt'

:

.statements in regard to theiii. The Iiitcistair t'niaia.r

Commission often sets up indopciideiit investigations. «l'

i i I

I This is rxct-llfiitly sliDwn in riMiaril In .Vinerica li.v I'nif Mi'liici-i'- '-

Ims B.'t out {Il„:lro.i//r,i;ihl »./^>, pp. :!'."J (O-i) in )M.iall(U' MiiUin* 'i^

((iinpliiints of 188r," and '-tlio c.m.litiiin at pr.-enf in rp;'.inl to I'lri. rvl .

thf ti.-l.l. In almost cvi-rv rase tin- Kri'at"i- p.irt of whnt «u- f.MTierlv >:

^^

(iis<))nt.' is now (M.niini.n ^Toniut to all: an. I iitlrnlion i.^ i;i\. i; <
i::. l!v t-

'

'

'

which, thoiU'h iiiipurtant in their wa.v. roiild not atiai" pmininHKr .ii

,. . , ^ l._^„.l .1...* T ..:,.,:1^r tttKlo in wiarolU.l nnllltnnS Will !'' in;liif ' '•

it IS iff f.- I-.p.-' * ...... A -.I,....ll .a..., ... . a - -

rtvaul to I'>iili>li railwuvi'.



DECUINK OK iNJI'MKiCs |.(kai, | 'IHChlMIN.VTIONS *Hl

railwHV rv|.r.s.'nt.itivi!H (|..(;.ii.| nit.N. fhat hiivf l>.

liy ar^'iiriifiitH hiwed on post of mrrvicf. Such

II iiiipii^'ii.'d, III, V, i

'(•(III, (1 ) whtTi'

incurrt'd 1

liny 'iai

casfs jiri' iilil t

<y 11 ciirrirr: (2) wli

I'

«.rvir.. i> iKTlnii,,,.,! and ..hlJL'ut lori

IN t(i Its ri'.'wi l>l.iiul^'i'd

(wtH lit t(aiiM|K.rtatinn of ntln-i

iHlicvi'd to Im' naNonahlr
: (.T wl

•T.' a rat.' .•uniplaintd ,,( m
• nisN t)\ cohiiia

oiiiinodilifs, vvli

on o fh.wt» nil otla-r ro(id« or

4i whtTf comparison in u\:uir h

'<»< rates* arc
icic comparison in made with

imi liir smaller lots. Ii

r parts of fh

ctw.cn rates foi

c --vslcm ind

car-loai I lot>

'rally that in the fixinjr ,,f relat

particular the ("on iniissioii insists

ivc rat,( N on articles si net I \

"miMtifive. such a rclativ.. rate shoid.i he Hxed (or eaci
rr<-(i|).>n(ls to the ditior

wertiiiiici

cnce in cost of serv i<'c, if that can he

On the whole, the public int

'I.IA SOlHeWhat liminishc Th
crest in rjiilwavdiscriimnat

ose which can I

inf aii.l corrupt, are rare. Those which
.Mdcrat ions ot policy, and csfKiciaily regional .l.seri.

oils

)•' condemned as

iire hased on broad

irr ctiaiii'ii

iiiiiation>.
i,i| Ihcir form

: the part pl.-tye,| in them by individual
itirrMs IS hecomiUK .small. And, tliouKh local

iay about them, th

iiim hi

To conclude :—the task of ri md

c .substantive
ive much to do with railway technicpie,

interests have

• piestions at i.ssue

iiiaiii. Won! )e miic

twii iliscriiiiinati

li lighti

^imil

giiiatinj,' suchdiscnminati
r, if it were not th;it the mot

ons jLs

Ves
ions similar in oiitwanl ton

'linfnrii

hriii n

'lie heni^n. 111.' other n

II may be very

'jiiires the .same judicial and

"di.rn. Todi.stinj^iiish between

T" r..niite(i by jiid^re and
penetrative faculties tli;i

diether th

jury in coml)inalior

'lUiHllcllt.

>tis urid

1. in order in

'"" Was nlali^'nanl or
"'I It al.so r,.(p,ires an intim.-ite knowled.'e of the

' motive of a certain act

motives ut rail

' 'i^'TiiMiiiations are patern

way and K,.„eral busine-

'ik in.

I

1st ii''>. from which the rail

il .sacriHces tor the I

policy.

•cllcfit ol

'iini 111 (III., til .S.ui

rP'!"-«'"t'!iattie, which oti

If are strate^rjeal i,

ways hope to re.i|) n leii-

"' "I'fitsi.iiiaily hav

icrwise would not

i()veiiienls tlir thi

'"irovin

|A:hI thi

.

i'lised

M. 1. 1.

' III the back

collie to then nd

gi^^oiiipetitive routes, in ord

Kiotind an evil pur

th

er t<

"iotivos i.M discriminat

piirpi

'V are apt to be int

strengthen anumopolv.
lire not only siibtivIon

crwoven with others th;'
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4X2 COMPCTITION AND MONOPOLY IN I'HANSl'Oin

HI, v,t. coiiunivnd rospoet. Human nature is composite; iiml tl,,

faculties re(iuirod for eonsjiUMious success in the President.!

great American railway, or the head of any other large husin.-

are scarcely ever to be found in a man who does not take a n. l'

delioht in seeing thin,<;s prosper under his hands: .vm itikli-

somewhat unscrupul<nis in liis modes of warfare, he is glad wl,.i

his manoeuvres have a side effect in "making two bladi<

grass grow where one gr.^w befi.rc." A discrinunatini, wh!.:',

he sets up, in order to giv.' much needed aid to a si i uirj,'lii,;

(Hstrict, n'uiy com.- to be developed foi- the sake of thr harm r

will do to an obnoxious rival: but the original inotiv.- cnr.

tinues to work. When defending his action, he lays stivss -

:

that motive: and the half truth, skilfully handled, im]j..i.-

the search for the other half Th.Tefore, although llvtask!

specirtc regulation becomes lighter in many ways
;

iluivijii.

diminution of the need for such automatics control .,t raiiw

charges as may result from the develoi.miuit of tratlic l.y r>.i,i

inot(^- and inland w.iterw.iy in Britain and some other countr;-

a matter to be considered in the next chaj)ter.

In America increasing attention is appropriate; beini,' pini

to the broad (juestion whether railway rates as a wIimIl ;>rr

higher than is necessary in order to yield a reas(,nabk' n^:

return on the capital hnwi fuh- invested in nuKvay^. A li:!l

is saiil on this subject in App.'udix M, 4, 5.

WW

^iiisiriii.
II; 'f^



n? AFTER Vr

COMPET AM) :^,10NOPOLY IN TUANSPOHT
'VNTrNlJED

1. Chanqimj attllwUn of the Brithh people ami (iovern- m.
mi\t tou-ariU th*: nma/ijamafioii of railwai/M ; the fine of
dimioti hef;re,'H cmitiuiiom ami coinpetlthe railwaif.s hhin
meanir/iile ahfont blnrreil out.

'

Th,. hij,rh profits iui.l tho I'ven niorv exalted expectations of
English railways about 1844, when they had n.astere.l their
chuf (hfficulties. and had still inueh virgin soil on which to
fxpuid, i-ansefl a Parliamentary (^onnnittee to advocat.. their
purchase on t.Tms which now seem extravagant'. But exactly
it th.it time the public was becotuing convin('ed that even if
the pnnciple of "protecting" home industries by taxes on im-
ports were accepted, the almost incr-'dible folly of the details of
th.oId Protective tarif indicated that the forte of the Hritish
l"'vern,H,,„t did not lie in business. Also, as regards railwiys
IKupl. had been otfen.ied by the contradictory decisions of
farliainentary Committees; and by the inability or unwilli„,r.
"ess of Parliament t.. check the heavy ..xpenditure of moriJv
"'" alway.. through clean channels, which was required to
-cur. the acceptance of a Railway Bill, even when its proposals
«'r. cl.arly in the public interest. Public opinion incn^usinglv
!^>voun..l the view that the function of a constitutional govern-
"»nt was to legislate, and perhaps appoint admiiiistratuv
^"'th..rin.s; and that it shoul.l not readilv engage directly u,
""Miir^s uiHlcrtakings which were within the scope of private
' "terpri.se.

*

^ '.

' A ii:ur IS said about thiH piojcct in .\[)iniidi\ M. 1.

;4i
'
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4,S4 OMPKTVnoN ANI. MONCPOI-Y IN TUANSIM.KT

,„ „ 1 Fur a time th.iv was h....tatio„: but gra.lually it Wmv
' '

K<'nerally ,vc,.sniz..l that (!ov..rn.„..nt cannM .xero. .rt.ctr,.

•

.„„trol in surh a case by nu.n.ly passing l^.ws to b. .ntorn.! 1.

strict verbal „,t.T,..vtation in a C'uurt uf Law. Att.r nm,.

..xperi.nents it has set up a penuauent Ka.lway a.ul ( a,.

(^L.nission; -f whi.-h the President is an en.ment ,mn

whose sob. .leeision on points of law is final
:
but h.se„ll..?n,~

ire men <.f affairs, with trained instincts for han.ihn^' lar;.-.

practical issues. The ( ".ann.ission is however seldom rali.-i .i

to act, unless one or more of the parties concerned m .ny

doubtful matter be unwilUng to accept a dec-ismn reaeh.d 1,

the Boar.l of Trade, in regard to it. The V.,.ard u. .tint.

decules ^vhat provisions shall be made by the railways ior msunn.

nublic safety. But in other mattei-s it acts as conciliator l.Kwe.;.

.• •
'•

L f . if oT'r.ulv: iiwbcatint? its own ciiriflusinii

conflicting interests: It avoKls inincaiinj, 11,

,,,,,,
unless and until its etlbrts at conciliation hav.- tailed; 1ml t ..

eunclusion when given is generally accepted. ..ven though U h.

not by itself the force of law.

Whi-ther the settlement of a disputed point is att:uiuil by

the Boanl without friction, or by the aid of compulsory auth,.uy

in the backgroun.l, the scope of the settlement extend> u, .fe

,., ..th.r railways besi.les those immediately concnud; an.

,],„. has much "of the l\>rce of a general regulation. Kve^y such

e..,.. ral re.rulation tends to diminish the number ot n.ntl.ct.n:

hiterests among railways: it often both invites and t^u.,!...',-

agreed action among them. They have thus tomul th.n.-

s,4ves inceasmgly making common cause ... .lete.u <-...>,..:

interests against ^o.muon troubles; and the way has l.v-

J-
,,,,,d tbr the n.itigafon of competition, and the stren^t .imu

of tendencies towards combined motion. In short th. .nly pr.

vision that exists in Britain tor dealing with pubhc .ntcvsts .,

lar.^- railway issues is somewhat t\.rtuitous ... nHtmtive. a--

anmt..ur.sh in stu.ly, as eo.opared with that called toih In -.:

needs of A.nerica. ,

The Pa.lianuntary Cmnnitteo of l«o:i see.us to Im^t i

the first to lav special st.vss -m the danger to be ant.npt-

from the nioni-p.-listic tendenci-.s of agreemei.'s aiue..^ .- v

...npanie. a^ distinguished fr-on, the simple u.oi.oH

J

.ach railway along its special route. Stephenson s ceklr,
.

•



HUITISH RAILWAV FUSIONS

but vagiH', dictum that, "where combination is possible, eoni-

[K'tition is impossible" was gradually beirif,' developed towards

its iiiMiltTU more exact form. Thus developed, it indicates that

the iidency uowards combination is so strong as to be almost

irruMstible, when (1) each of the chief businesses concerned is

so iarj,'e as to be beyond the strength of ordinary capitalists;

(2) the interest of each tends towards the adoption of about the

same pilicy, in regard to the public: and (li) the interest which
rach has in conducting an aggressive campaign against others

IS relatively small. Competition is often weak when these

(iiniiitions are not com[)letely filled ; and when they are, it is

suspended. It is indee<l full of resource; and, beaten on one
tmnt, oj)ens a new cani[)aign on another: but combination is

ilso aleit; and, if favoured by circumstances. endiMvours to

reassert its dominion on that front also: action and reaction

continue without cease.

For instance Parliament had encouraged the fusion of con-

x'cutive lines, and discouraged the fusion of competitive parallel

lines; but time blurred the distinction between the two classes.

The broad contrast between them may be j»ut thus: The
consolidation of two or more railways that feed one another, and
rim! a market for i^e another's services, corresponds to the

consolid.ition of blast furnaces with mines on the one hand, and
lolling mills on the other. The consolidation of parallel lines

fom-sponds rath(T more nearly to that of neighbouring rolling

mills, or neighbouring blast furnaces. But blast furnaces which
•I" not e\v!i mines, run a risk of being cut .short of supplies
when most needed: and in the alternating periods of depres-
sion tluy may wish they could use up their products in theii-

"wn iiianufaeturing works: while iK'itlier of two railways, that
m\ feed one another, is likely to be backward in doing .so ; urde.ss

indcwl it falls into the hands of a rival that parallels the other'.

rh( sharpn(>ss of the contrast between consecutive and

485

II r, VI, I.

[wiallel railways has however be(>n blurr(>d bv the expansion ot

^

' A stiikiiiK instance of tliis was tlie eonte.st ljet\,,'.'ii tlic Orrat Western
lUiviivaiKi tlio Sotitli Western foi- control of tlie Coiiiisli lines froi.i l'lyM)oiUli.
Tilt' liuard of Trade <'orapelled the victorious Cireat Western Railway to allow
111 reasunalile facilitie.s to the Smith W,_.atern: bat the uds^t hana i-" .-.ti!! t,!!.-it

't the victiir.
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4H6 CdMl'KTITIOS AND MONOl'OLY IN TKANSI'ORT

111, w, 1. givat railways, which has brought each iiiio ((.inpctitioii with

its neighbours tor some traffic th;it used to he under sir,!,

dominion ; and has enabled it to ratiic to, and receiw initti^

from, railways, or at least, pa .,;ir branches of them, with

which it had not been in contact {)re\ lously. The Ivondnn nii.l

North Western Railway is still known on the Stock Excli.uii;-

by its old name of the Birmingham Railway; and it torin.iiv

had no competition with, and no iiiducenu'iit to conihiiic with,

others that ran to Bristol, Donca.ster, etc. But it is now iiidhh-

petition with the (Jreat Western for much traffic witii Walts

while, in coniiu'tition with the (ireat Northern, and i(i a Ks>

extent with other railways, it is indirectly concerned with

through traffic between Knglaml and Scotland. These tii.si.iii..

of consecutive lines, often directly fostered by Parliament hiivi

greatly diminished the total area in Great Britain, whith h

dejiendent on a single railway for most of its commiiiiiiMtiuiis:

and competition has obtained ever wi<lening o{)portuiiiii.s f,.r

its ttnidency to stimulate the energy and alei'tiiess i,f luilwiu

authorities in consulting the interests of the public. Fusions „!

consecutive non-competing lines into larger grou])s of (niii[Raiig

lines have indeed been followed by understandings and ji.Kiline

among those groups : and these greatly reduce the j)ecii!iiiuygiun

that any one of them can reap by attracting traffic away from it>

rival. But the staff of a railway has often a lively interest in s„

increasing its prestige that the public speak well of it, mA givf

it a preference over rivals which otfer somewhat similar .ifinni-

modatiim at the same cost and thus enterprise is siistaimil'

.Some of this energizing force would be lost if fusions i\t,ni!rii

so far that a comparatively small jfart of the population hud th,

opportunity of comparing the methods of different cmiiiaiiii?

Of c->urse it would be absolutely lost, if all the railways w,t,

owned by the (ioverument : a vital m.itter which is seiiittiiMi-

overlooked. Such considerations as these n;ight hv set a.Mik.

if the additional technical economies, to be obtained by tiirthcr

fusions, were Vfry givat ; but they are certainly less th;r,i

appears at first sight; and the chief of them cm be ubtaiii'-'i

by less extreme measures.

' Comiiaix- II. VIII. fi.



ilHlTlfSH HAILWAV KI'SIONS 48:

•2. Mitini ecniioiuicH, it'hich an' roiuiuon/i/ irtftuitct/ as Hi, vi, _>.

iiiqifrtainimj onh) to rai/irai/ fiixiouH, ran hr obt<n'nr(f bt/

^Huticiilai- utjiri'tiHittH for roojteratioti .- or for pouUng
iirtdlii rA/,>>r,s o/ traffic, or of irinjoii.f.

Of coiirst' ainalgaination rtdiices the work to be done by
railwHV Clwiring Houses: but, wo fur as thi' central adininis-

tmtion is concerned, it seldom reduces exfjenditure nuich. P'or

indeed the large problems of a tiir-spreading railway are suf-

ticifnt Id occujiy the energies of an able stafi"; and some loss

uf efficiency may result froni concentratin-- the care of an ever

incre;vsing niuiibor of j)roblems on a single office. Again the

rauitipiication of services on competitive routes is Wiisteful only

then there is not sufficient work to be done bv the parallel

•mills: hut, as we have seen, such trains are run chietlv at

tiuurs at which thi' traffic on each line is heavy; and many of

'hiiii wniild be needed if the two lines were under a single

'Miitriil'.

Moreover many of the economies, which were supposed in-

htreiit in amalgamation, such as combined action for carting

trtights, and for establishing n"merous receiving offices in

iHipuloiis districts, are now obtained in great meiusure by mere
i^'reeiiients among lailways for coopt'rative work: these often

'liable eijiial conveniences to the public to be attainofl with

;->s ciirtt than before, or greater conveniences with C(]ual cost.

%:h arc the granting of running powers over a part of its line

by one railway to anc)ther, which has special need of it; or, in

i"!iif cases, the leasing of a line to another, with whose general

•rutfic it tits in butter than with that of the owner: and again
'lit' making and working of secondary extensions on the joint

iC'CMiiiit of two or more great railways. Most ^sf these acre -

Hunts rei|nire no sanction : and the tend.-ney towards them is

' It ia trill' tliat a further leii>,>tlieninK of lon^' distance trains would tffect
in.- ,]ir. ct ( coiiomies

; and that most of the platforms at wliich they would sto])
« alna.iv long, In America the passciiKer r>-nerally leaves his m^raj-'e to be
rat after ' iii Ijy an e.\press service; and tlip distances are !.'reat : and therefore
vtryioDiT trains are highly economical. But in England, wheie distances are
iiurt, aiiil the passenger must wait till he secures his own lugga^'e, the ease is

rather riitl.ront
: for vexatious delays, the (coiioniic importance of which is

-n.ir.a by many writers on railway matters, must be caused by a great further
i-iiiithcnii I' of trains, unli-:': s.i

liKit caimi.t li' well occupied.

;s -;atT of p.-.rter= i? kept x:n lifiud that their

^1 i I
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4HS COMl'KTITION' AND MONOl'ol.V IX TRANSl'OKT

111, VI, a. indirectly facilitated hy the action of the Board of Trade; whi :;

is continually urging uniformity as to the e<)iiipnieiit utn;.

ways, to provisions tor safety, to the classification of giM«|s nj;

other matters'.

Thus mere coopcr.ition can attain, with little jis.s ccoiinii;,

many of the ends for which fusion is sometimes soiil,'IiI; n;

without lessening the scinje i'or iiutiative hy indiiii ndnii im,.

And if as often happens, the community of work lutui in t.i

great railways extends only to a particular piut of liiliii in,

the chief econonucs of a fusion can be attained l)y "|iniiliii_.

the trntfic on those two parts. The general plan of such ;i [i.

is that the earnings of the tratfic in each year are to h- thinv:,

into a common ftmd ; each railway being howevir allownl
;;

effect, to deduct the direct e.xpenses to which it has lacii pii! i;

"moving" its part of the traffic concerned: the pool is th;,

divided out, without any reference to the share of that tmS

which any particular railway has carrie(i and simply m ;h'

ti.Ked proportions agreed on at the fornuition of the ponl. Thi-

proportions are of course based in the main on the shares wh:,ii

the .several railways had in carrying that trat^c in the y«ar>

preceding the formation of the pool : and, if the pool is ctrtai;:

to endure, no member of it has a special interest in niiinin;

mori' trains, or provid'iig any other accommodation, biyini

that which is thought advisable by the others. If it is smt |»!

mani'nt, each member may—as members of cartels habit!i;i!iy

do—endeavour to enlarge its own connection; in onirr thi'

when the renewal of the pool is under discussion, it may i

•'ii a position to claim a greater share of the trattic-. Hut th-

i 5:

f

,u.v

;n Hi. )i fejj

IT

' .\,mot'iui'iits to allow rotuni tii'ki'ts, sokl by i"ii> of two a^^ni i.iti-.i ii.'ws,

:

Ijo iirtcl ou till' otlior, (111 not iii'ni'^sarily come iiiidiT this liciid: (••r th' rt-.r:.

halves can lie coUecteii and exchanged, witli payiufiit fur aii,v exci—<
iitlm I'l'

ijut the extension of a similar privilc};!' to season tiukets, a^ I ' "ii,o. r,

such n.-ckomnt; can lie niiidi', i^ an a.lvancc tov.aids ci>nstnicti\r rooji-. ui ;!!

lii?in('ssfs, whose hi!:inci> are not oonncctcil liy any direct lioud.

- .\lready in ISijO much tratlic hetween Kn^land and .Scoll.ui I 'V^is pouitJ

and many minor aKreemeut,- of a similar nature >vcn' nuulc liilUcuItir- ;.

regard to obtaining' through trallie over other lines u ithoiit a ^|ll•ciul iiu'in-; '' -

had played somi' part in this tendency : hut they were removed by th. A'tol 1-t

which resulted Ironi the l;e|iort of the great Committee of lsj:>, and itiaci.

;

that the y'vera! com'.i.iiiies slioiild i_'ive reasoiiahle facilitie^J for i-itlio m \b :

]\i\r<. and ae.i-pt and lorv.iiid through trallie from and to otiici tyiniuii'.i,-



KCOXOMIKS fiAINED BV ('OOl'EI! ATllt.V AND POOLINU 4«<>

i)|H' (if such I'lidiiiivniirs .seldom reaches t' ir, at events in m.
Hritaiii.

Th e ( liief wastes, at present resiiltini,'- tiMni divided
lip (it tile means of trans|)()it hy rail in Brit

iiinccted with the travt

Dwner-

lin, seem to be
lllH' of

i;lt,'(ili anil wi th th. sliuntiiiL' i)f

iiipty and halt-filled good.'.

)t wai,'ons.

inch t<i reduce ih(> inmdn'r of

orgaruzatioti can
etn

l-Hc!" coiil-helils thi

pty agons >n th eir return

>iRhii.s has heeii enforced duriuL'- tl

iugn improved orgamzatioii of the C( i trudi

The Wi

.( th

le war, mav reduce the aven
journeys of coal wagons, whether full

las also bi

or em
oiitrt int<

!nav h" ert'ected \>y a givat extc

> pronnneiKM th»

age

economies that

nsion of the common practice of

i.sses
|..ioling, or "conmion use" of, the wagons used in certain cl

t traffic: and it is to be hoped that the practice will b(> largely
xtcmle.l in times of j)eace by arrangement, fortiHod i)erhap« by
>|)tciiil legislation".

Tht stes involved in the .shunting of w
.Twit, r(

iigons are nece.s.sarily

lativ.'ly to the amount of transport, in i. small, denseU

fiirth

..fth

oplcd country such as Britain: a goods eingine often travels
icr 111 shunti

lis w

ng operations than in actual transport. Some
iiste could be saved by a general pooling of wagons: but

thu Diily thorough remedy appears to be the setti

>i.'intiiig stations with overhead gear, by which a w
) ofng ui

igon can bt

liD.s. an,] KM.nt no mulu,. preferonco. See W. A. Kobertso.i. Cnmlnnntion
'iwvii) raiUi.ni nhup.miff, p. VI.

' Til.' Inn.. Jn„l,- Siipplemrnt, July, I'JKi, leportcl that three groups of
muMa'^ lu„i Mia.le .Mich airaiiK,.m.iiits. The Hrst ci.siste.l of the Groat
ttt^Urii, Lanca^liire ami Yorkshire, North Western. Midlanl, aii.l Nortli Eastern
;.:>^*'-"na of the (heat fentral, (ire.it Eastern, and (ireat Northern- and tli

'•

-mef the Caledonian, (Wasgow and .South Western, ar.d North IJritis), Over
.ffi,(».nuvap,„s were thus pooled by th,. tir-. ou,,: they were aimoat exelusively

J;

-mple construction, adapted for general use: provision was made withou't
'•inlty fnr readjusting- the halanee, if any one railway happened to .^ either
v^.limore „r much l.-s.s than its proper share. The plan of setting up a separate
.iiipan.^ te own all the wa-ous. and eharge each railway aeeor.lini; to the total
.•e^tn.Hcte of them, has many attraeti.ms. Us possible a,lvanta-es are illustrated
"^".o.nveniences, which all concerned liave derived from the provision by the
-nrCuLaier Company of well e.papped refngeiutor-eais for perishable food

•• ! ~l..ok.(;us for earrym;^ eaitle and tending them on the way. h is true"t »tTK,us eliarges have been brouK'lit a'-ainst that c.mpanv of e.'cceRsive use of

;!!„'"";;''
^'T'-

^"^''^^'i'^^y- '' ^"'- I-- ';"= a,id , defence of the

,, ,;
„

,

;'' r--'"-r- v,ui l,:r p,op!e by .1. linden Armour,
i But the company

-uSA'st,.,! nmiht be owned, for the greater part, by the railwa- s themselves.

.i! -

\i
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4))() COMI'ETITl' \ AND MoNOFof.Y IN TllANSI'oUT

in, \ .
•-', lifted from one ])iiir of mils and Hct (ii>wn on armthtr p.irul'i

1 In,.

iis Hfeiiis to bt' (lone to ii considerable t'xtciit in l'ius>i;i. ji ;.

there combif.ed with the use of detachable "bodies," whiih ,,'

be lifted by cranes anil transferred from one "chassis" toam.th.r

this is commonly done in regard to passengers' liit,'g;i^'i' wli ;;

booked through from London to Paris via Calais'.

Much economy has bei'ii effected by un ed action m uvun;

to the colU'ction and delivery of goods by several railways. Imvini;

statii)ns in the saitie town. Some comjjetent authontits \u\.

advocated the general adoption in Hritain of a {liaii, that mi,

favour elsewhere, which hands ovt'r the collection and (iisnilim:-r

of all minor goods traffic to indt'iiendent carriers. .Sndi cariT^

cart for all railways; they obtain as a rule from each niilwiuih^

relativ(>]y low rates that are charged for wagon-loads, 'f ht v ,ir

thus able to meet a great part of their own expenses diit nftli'

difference between those rates and the rates that, without thur

intervention, their customers would pay for small parctls; u,;

there is much saving of railway work

There appeiirs to be solid foun<lation for the suL,'j,'estinii thu

a railway, contending with others for the favour of the puiili

generally and traders in particular, hurries forward all i^'noiLsrinu-

mitted to its charge, even though a couple of days' (iciay iiii;h;

.st^ldom cause considi'rable inconvenience. This w.iste ((Jiilil. n

doubt, be sto])ped by State railways, which would natunilh t-iii

towards the ta.sy Continental pract ice of making all small t'oii-iiT,-

ments wait till iheycan be carried conveniently, fiiit that iviiitii\

woulil be le.ss in the j)ublic interest than such a coinbiiiatioii
-•

the British and Continental methods, as wouhl [mivnlr \h

anyoi\e who had special rea.sons for prompt .ser\ ice, shoiihi mark

his consignment accordingly; the railways being tivc t" h"l'i

up all other small consignments for (say) a couple nt du}-. m

order to make up fairly fidl wagon-loads. This uculii l*

arranged by agreement among the railways theiusi h. s; ii :•

> This s.-parition of tl.e !)oil.v from llif chassis i.iays a prcrain. nt ji.irt i-. ;-•

Bugiicsuvc, if too her,)ic, ficiiftni' of Mr llatlio ior couceutratuiR ».-; u.utiJ »

pnssil.le of thi- f.'()ods tiutlir of rn,:h L'l-at laiUviiy cfntre ill a miij;!c hiigt- A\i '.

There would be several floors aliov,- (.rouud, claelly oeciipied in suitini.'. m

'^ev.-ral floors below ^;rouud tor the accomniodution of train .
ThrouBli i:-

and ovei liead rajin svuuid eiutlii^- eacii l>aiKago to Dc r ::^c:—
'

'• —

-

uaj^on 'ju road or rail thai would go stiaight to its destiimtmL.



ECOSDMIKS riAIXEI) HV COOPKIIATIOX ANf) l'<)()|.|\(; 4!) I

I'liis pn ilmblf, .such !i coiirMf should, iit'tt V illVi'.sti^r,iti(ji|, ;iji|ii;ir 111, vi, i.

Abuses (if iimiiopolistir jxiwi Ton the part Ktrnilwiiys iliiiiaiid

(,w bur little attciitiiiii tinm the Kaih«av.s and raiiai ( Dfll-

Imission : aiii I it.^ eoiistitiiticn might, perhajis advantageously be

altiTtd, so as to tit it better for the work of constructive states

iiiiii.Miiji: its seini-lfgai functions are still important, but the

I IlfW iige calls for work of a wider scope. It might devote si )ecial

littcntion to oppoitunitit's for such ••onstructive cooperation

imong railways as would increase the economv or etti

uilway work
; while taking care that a lair share of th

Cleric•y of

e gilins,

us arising accrue to the public.

British traditions call on (iovenirnent to concenti-ate its chief

crgics on guarding the public against oppressive action or

imctlHii, oil th e part «l private individuals or corporations. If

iin(

|wrrie(

Itrtakcs business enter-prises, which (ould be etii

i out by private agencies, it ceases to b

'ctively

ri'ltri the

in a position to

conduct of such enterprises: while the great amount
fitscncrgv which i.s given to such enter-pi-ises tends .somewhat

eine

^Ut vet

iliminish the efticiency with which it discharges its supr
llJiU'tiiiti as

Ith

guardian of public interest in general. H
lire are .some speci.d reasons tbr direct intervention by the

|feiti' in the transport induslr-y, ba.sed partly on extensions which
ikTM (levelopinents of teehni(pie have made of familiar r-easons

vuenship of r-oads by the State: these will be consitlered

)ilowirig Sections.

llU'N

If.rthv

in ihf f

But first it may be oKserved that mterences .sometimes
|(ir:iwii tniiii the State contj-ol of British rail

"rld-Wi

|c')litriil
:

- to the effic le

ii

ways during the

ney of permanent owner-sliip and
misleadirur. Refterence lias alreai

luade (above, U, m, 4) to the beneficial iiitl

ly I;)een

iiences which thi

|«arha.s exerted peeding up general standai-dizatioii.especialli

iiiMehaiiical industries. It ha.s bi-ou'dit innumerable establish-
^:dlt^ under a stn.Dg cntrol. I'huit has be.-n k.

nrk: the (; L'rnm.'iit has b

pt stniitb

md'uer t,i ar-aiige that op.'rations shall 1

i»een able /// its ciijiurifi/ a.s sole

n'lmbcr and siinplifi

»:iich had

)e so mu Itipl led 111

ed in character that branches of production

d the

special trained mech;

u'tiTineiit aiiii ii.inua! =kil!

mic, could be handled by an unskilled
if

H;

^1
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4!»2 COM- •.riTI(»N' ANb MONOI'OI.V IN IKANSl'dlM

lll.vi,;!. iuliilt, iiiid sniii.'tiiiics . "ti Ity a <-hil(l. 'I'luw work has li.in ,|,f,

midcr the aiitliority '>!' ( ii>vcitiMniit ; Imt ii.'uily tin \vh"l. •,

the brains, l)v which it has lir.ii (lin>i-ti'i|. hml hfiiili .|m[,,

iindiT the stiiiiulaliii^' inHiicncrs of ivi-r ctitciiinsr ; tin. ,;•(

coiisidiTatioii is often ovcrlookcfl.

I 'nifii'ation of railway control uiulcr the sui^'lc ;nit!:,r:'

which directed tlie prodiK-tion and market inif of Mmsi u| >

more Imlkv jiroducts, which railways hamlle, has Imd lin;.

results. It has enabled trains to l)e ion^' and trucks tn 1» t,

and h s thus achieved j,'icat economies; but in otln-r r -

the technit|ue of the industry has remained nnchaiiu'i ,1.

while the work of administration has remained in thr hiui'K

those who had done it before: the credit of its i'\irll,nr .»'*

and the blame for many of the mistakes that ha\ e occumd m

to mana^'iMiient by private enterprise, and not by ilir Sm-

Thero has of course been no account of the total cK-t n| i

work : for both rolling stock and permanent way h.iv. lurrsMni,

be»'n allowed to fall into [)oor condition; passent,'.rs hav. -ii-

mitted to discomforts that would not bo borne readily iiionlipm

times; while delays and restrictions of goods trattir hav. In",

regarded as inevitable.

:<. F<ir-ri'whltiij 'nitcrmit'nni hi/ (n'orrniiiiiiit m rnilmi'i

(iffairx in nt once nhtflre/tf insi/ nii</ tinjoif. Sliit>' oinmhij

of ralfirat/K.

The dominant characteristic of the railway imlustrv i- th-

exceptional prominence of routine in its a<imirii-tratinn i>
»•

as in itstechni(pie. Atlention has been drawn to the gnur il rir

that, when once a business has outgrown rhe scope dt jinw''

ownership and passed into joint stock, a turth'r imivi-

its size makes relatively little increase in its deiicinl-iH '

=

mechanical methods of management : this rule apjilns t.nt

ways more strongly than to most other industries. Again, a jw

auth(»rity, when intervening in the railw.-iy indii-try, willr-i'-'

more assistance from the |ieople them.selves iliaii wmiM f'

possible in almost any other industry. For thi" penjil' aiv

UUn-h;iKer- "f the services reiid.ered bv railwiiys
:

thcvcanti™

a fairly good opinion as to whether those seruccs arc «eu
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,irincil, iinil they can sctniit tlujr ^'tirv

.1 1

unci >> dimply ;iii(l clfiirly- m. m, -T-

riu'V fiiniKit jihI I griHTiilly toirn a (liivct jiidjjinfiit iw tu tin

hiTi'nt, r(jis(iii!il>lfiit's.s uf tlioMf chiir^fcs : but thi-y Imvc (iiir

m^' coiniMiri.suiis with ntiar^'rs lur similarilK)rtimitH's tor

. rvict'.s nthDine ati( lal) cl; ami I veil for iiiiikin^soiiit'allciw.'iiif,

II' .Hi'rvici's arcI
i,.r (litfcrcnccM in the cunditinns imkIit which tl

nliTcd. Moreover railway t.echiii(|iie is n<iw very tar advanced;

verv coii-.irii I it is, lor the ^M-eatt r part, intiTnatiMnidized. K
nifmhlc step forwards, niade in any part ol' the world, is <<|iiickly

jurcaiicnitic||(illciwtil everywhere: and even a senii-coniato>

.pint coi.lil not pr-atly retard pro^'ress in a western coiintrj

nhiif iithcr countries were advancinj^ rapidly'.

A^'ain it is a characteristic of railwavs, as of all trat

.rvici's which piil)lish their time tables, to keej) Hteadd\

port

V on
.hiir course without [Kiyim,' much heed to Huctuatioiis of general
ilit :»ii(l counnercial activity. Ext ra Coal trains will he run

ill winter, and extra passenger trains in summer: profits will

iRiisc when gem'r.il credit is good, ami shrink when it is bad:
j'uiitthciv IS very little change in the work to be done of signal-

the aggregate

m in new construc-

lucn piirters, and even shunter.s and engine-drivt

npluyiiienl ort'ered on the line, otherwise thi

"II, rci iiains nearly constant. Again, though raiKvays are a goiul

aft'icted hy the pr ii'e ot coal

•vhii'h tiif

lere is no other raw material
pin-chase largely forworking piirpo.ses.as distinguisheil

tr-iii rtpairs and additions to plant : and partly for this rcits.

:h'vhavc little temptation to vary th

m,

eir ctiarges trom year t(

Vfiir in accordaiice with the general fluctuations of prices ; and
ii'v Could not make sue h eh, mges from week to week. Th

.'wtural staliility is tacitly a.ssunied as the basis of .all di

IS

sciissions

iri-sirding t

For thi

lie authoritative regulation of

as for

railway charges.

l)olitical and administrative rea.so

iiil^ays 111 an autocratic inilit; -y State are much subject
[liiilitary discipline; and indeed the chief

ns.

to

siation-masters an

but i(

-U ruli

e.-t aiiyonu shoulii think lliat uiiifoimity and Siniplicily

thrtll.

ii StiiU' owiiiTship of all railways, n-t'

A iiH)i deal c

ousan.l ratcliook^ of tlip rnissiai

t-'renci> luav a^aiii

jf ihai'^fs

lade

iritrieniiiK ami discUHsioii
cue suiuetimes t-nused rates from Frankfurt

n railway systi in. (Si't-aliove, p. iii-

niii't liavi' piccedfd cuiiei-ssK

f,',,nit

'"•r ^ooa^ .-tut liuui I-'rankfurt to Hamoii

-ions, which
^onstiuitinopli- rci Hamburg

I'lrt Cmtiihir Report for 1909, p. 45).

tor u.se tlitru

11 '

'3
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4<)4 ( UMI'KTITION AMI MoNdl'ul V (N TltA NSI'i i|iT

III, »i, :i. iifi.ri ivtiicil military nttic.ix. Sir ;i.'<iri,'c S. (iilili l(ii,|. .

,

liJLch .iiith'irit.y t<> iIk' ci'iimii'ii i.hscrvAtiuii thai iiuiMiir;,

hits I'V.r ai|o|>ti(l Slat<' ip\viiiiM!n|i >>( iiiilways fmiii tli,.,r.'

coiisiili ratiitiis. Ill I'acli and I'vi'iy ill^^lan(•t• llinv \w n - >

practical ri-iiMniis, lia.scd mi military iiccissitii's, or <'ii|, r !.

prcssilli; cCdiiiiiiiic cuiulitiulii*, to inert wliicll Slati' (.svin^:;

waM accepted, ii">l as a xyNtt'lii di'siialdc in itsill. hiii c ,>

i>\priliciil \vhicli, ill till' circiiinstanccH, was (•(iiishIiimI i,,|„ •;

l).'st iiractical snliitiori ot ditficultics vhidi stond in iln vr,

the satisfactory develcijiiiieiit nf railways'.'

The yvnerai position has heeii smiiiued up hy MiAr.v r'

whos.: authority is perhaps ^,'reater than that .! m\ .:h

Kriglishnian, who is not himself a ^'leat ailministraiei iit iciIai,.

He savs that an exhaiistise impiiiy would "show thai S.

railway systems very rarely i)ay their own way; .. idat ^v

purchase of private undertaking's is nearly always a titia,

failure ;... that the private railways have to their .inln a;:-

cverv important invent, on and improvement, that, it
:•

ii (iiicHtinn of etficieiicy and ecc niic operation, ieiii|iiuiiu' is

with like, the companies easily l)eat the State-oWllcl sy>!lHv

that it is on the private lines that, once more companii; i:»

with like, thi' h>west rates and the ciieapest laivs an i. '-

found." Bill for nil that, he holds that State ownnslui. •*..

come .soon. For, owners of railway property kimw tli.it ±

State sel.lom buys a property without paying n tui ir •:.,:

it, is worth. Tlie hii,dier utHcials of the railways liavc i a;-

tor anxiety: most of them will continue with at IcuNt ,i> hi-r

salaries, and somewhat higher prestige. And the r.mk aiiilL

will be able to bring such pressure to be.ir at ili" \«,\l. ly

political considerations will be apt to weigh in luiutcrs, rh,\

.Might to be decided on technical gri.unds in the iiiinvst.-i! :r.'

population as a whole, ami protected from bias by tlif sj-va

interests ot' any one section of the peojile'. Some (levcl..piii.ri-

1 Ser his aildri'.-.- on It.ulwaij .\,il„in„ii:alioH dfliv. i, ,i t„ ;
llu^.il I

-:.:•

Socirtv 111 I'.IOH. It aii|..avrs thiit iW niilvsiiyh -f Swit.- ihuni ,ui 1
InlK-aniiAV.

uatuamUi'...cl, in oidn t,. previa tlifir Umt; c.)ntia.ll...i l|,v Imh^'m lu.lati- .

tlirir M'curitics. .\s tn rru.ssiaii railways. Htf abovp. p. 447.

- lilt' papur ui uiiirii tilt- aiioVc :<i a siini;;;a.-y. "nr :-~.i ••.• • -

t!M. Congu.-.-of Uu. l^nal Kennon.ic Sn.aotv, I'.tl-J, to wlucl, rt^mlcelli^».^«,•
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^.f thi

• III MWNKItNIIII'

uitt.T, which iippraivil as this .'haptcr was |),iH.siri^'

:hri'ii.;,'h thi' I'h'sh, ^ri' iint. i| li. low. .\|t|HiMli\ M, >

It 1- 'nil' that til. (• ,,,1 \\ ,1,1 |,i,,|,,,l,|y 1„. sv.mI.mI III

1 [KTiiiaiiriit Hailway liipaiil, which

n laitmr iiiaMciw; hut I'ailiaiiicnt

111

vvipiilil acl lii'lc[),iii|ciitly

wi.iild haidU lie ahic to

u.ud lasNiiii; on to the ( Jovcrtiiiiciit, any st

insMirc, whii'h mitfht he hroiij^'ht to h.-ar liy

rohi; ixiNiMii III

a iiilllioii voliTs,

ni.ili' liiiii tcnialc aviiii; a (lincl iiilcnst in a lar^n- i>.si|(

Litiii;' to th. ir work: and that iiii^ht he a i,'rcat .vil in it.sclt

III the hailiiii^er of oijiirs like t, > It, 'I'll

'illlTilllV, ml tlx' Ian

I

to-,!o class, 's

clowniiii,' ejasv", in |)articiilar, IlaVe II'

niiht use.! their |M.lilical power in the past to furth.'r their own
>e .sonie Special le^risjatioli in the

'IMt- rial interests ; ami of coiir

.I;tlrl•^l if the

>l<l

Itianiial lahoii

<l

r ciasse to !> vvelcoiniil

(Ircssiiiir o|,| injiisl ices, ami pivparin- th,' mass of the p..,,p|,

tiir a 1 ii^cr and hij,'her life than has v<l 1

iiviuiiiiis sceiii to l)f l)cncficiai

II theirs, lint sii,'[i

ami wholosoine on
liiil. If luirticiilar ^'loiips of the peop

Iv wh

pimri unities tor advaiiciiiL'

thiin tor reiiderit

on

'ir own sectional inti

thle polls, as

^ts, rather

Motl

ig an iiprii;lil and iliitifnl service to the Si; I ft

if all, then the natioi I as a who wil jecoine less

iker and iiltimately pixjicr : ihci e IS soUn triitfi th.

M. :t.

."Ill iiiiid.-. At til,. ,,1111.- ('.iiiKiess, M. Loro>.I!,„iili, „ ,|,„«.-,1 that the rmlwuv
i-cintl)- uc.iiiiied by the 1-iviicli (iMVcrniiiuit hu.l I,,,!, w,.rk..d at a Iih„vv l.iss
cliitlij in foiisci.ienoe of the riK'i.iily ami la.k of iaitialivc Mi.nvn "by its
.fi.-ials. ttii.i the political |in.ssiii,. in,t „i, a to find i.lacos fur many "mole
>nbordiu it.H IhiiM WL-r.i r.ally i.iiuii,.,! for the mtvici-. On tho oth.r Ima.!
Pmf.sH,.r MahHim.of r.ii'v, contun.U.d that the u.^iuisition of Uel-iiin railw,.vs
livlhf Stat,' hud ciifcircd sucli Kieiil heni'lits on the whole people, and eHp.cittlly
uu the «urk:iiK cliisses, by lo.s cliafKe.s and abundant servicen, aH to outweigh Us
f»ilar.- to ucld a ko"J linancial letnni. Finanmal statement- are ob.scui,';
Mt It ii['|H.ars thut they make Hearcely any pn.lit beyond what is needed t,, puv
•ntcrcst on th.' prite ,)f piachaHe of the original r.-lativ.ly Miiall network of lines'-
•adtKat tliey would sh.iw a coiihiderabie delicit if thev did ii.it chai',,' t.i
;»I.ital many things, whieh private nuhvays rightly ehar-e"to eapital (>,^. tli,'
i.uaaticutiuii- m Mr O. Seeb.dim Uownt.ve-s,.ul..K'V of railway uuis t.i the \\A- i in
r"Pie, /„„„/,„„, /,„,„,„,, p,, ...„7, ._,,s„_j .i-,,,.,,. ^,,,.^,.^.^,^ ^^^ _-^^

^_j _^^ I .^_i^ ^^^-^^^^^
«- t..*t. of the British railways: they pay very low wiiki's. tie-inning witli thr. e
•™c'.a,Uy

:
the h.' of country ha, iiia.ie th.'.r co.t of cm.truetion exeeptioiially'» they are ,supphiu.nte,l by water communications, whieh lea\es theu' lie',-

'o,:.ve all th.ir strength to remunerative tr.dlie ; aU'i esp.eiallv to the laree and
,

/'" ' •..-.t;rj"':i ••: i;;:r „ ;;-ir:; aiKi i,,. i. I,,,,,,!..-.,' ir.llll AntWiTli,
-••Mcl and other porl^ to Germany, Swit/.er!an,l, Aiistiia .:nd Kastern Europe.

•|
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496 COMI'KTITION AND MONOPOLy IN TRANSPOKT

111, M, :i. sjiying that under a democratic constitution, " Stiitc raihv;n>

corrupt politics; and politics corru])t State railways." Tluii,!.

that political influence nuiy distort the course of proiaoiion. i.

one of many causes that tend to make seniority diiiiiiiiunt m

public offices: and this may be of great importance in railwav-

for hitherto " exceptional ability hius generally risen tnmi th

ranks'."

Almost every extension of Uovernmental activity brinijp with

it good and evil, both economic and political. The political fidi

is foreign to the main [)uq)ose of the present study: but :'

cannot be wholly ignored. For, when proposals for large changt-

in the field of economics arc prom[)ted partly by political motivi.-,

then they are likely to bring about residts which will fiot b*

satisfactory from the economic point of view, and will ptrhai^

introduce morbiil elements into [xditics. These dangers art

specially great in the case of developments which have had

a chequered history. For the ]M)litical advocate can silect an

abundance of strong cases all ti-Uing on his side, whichevi-r that

may be : and those to whom he presents his side of the sh

often tiiil to get a view of the other side. Thus when

particular technique has worked through difficulties to siicces-.

leaving on its path the wreckage of much brave and able ontir-

prise ; then there is a good o])ening for the suggestion that th>

State should annex the benefits arisingfrom it. The.si' suggi'stiim?

are seductive; and but little thought is often given to thi'uA

that the dominant techni<pie may be surpa.s.se(l by later entii-

prise, or lose part of its value in con.seiinenee of broad chanfiis.

Such risks are ever in the mind of the ablest business nun;

but they are apt to be neglected when economic considemliorh

are dominateii by political. It is therefore necessary to .'^onitmize

the a.ss\imption, which is latent in suggestions for the nationaliza-

tion of railways, that their pu'sent picdominance as ag.ncif.-ot

transport will remain unimpaired. Thefollowing Sections :iiiggt.>t

that new devflopments may possibly diminish tho shari' ot iht

total traffic of a country, which falls to railways: but that thiy

' Tlii> stiili iii.iit is iiiailr on tin' mitlioiity .if Mi' iHnt. Giiin.il Miiii.i::o f

tlie South Ea>t(in iiiul Chiitliam Kaihviiy, (). Ki-J of ti.f .Iiiliiliv .SuiiiWrW H*

JUiihiyiii Xi'iiK., Kill, ,1 coiiijiiiiiliiini of iiifoinmlioii, to which this imd llie !«

ctding eliiiiitiTH nro much iniKhted.

lew
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RAILWAYS UNDER GOVERNMENT DISCIPLINE OR OWNERSHIP i!)?

may yet tend on the whole to strengthen mther than weaken HI, vi, 4.

the case for the nationalization of railway.s.

Simple and uniforni as is the business of transport, the

opinion held by one generation as to the dominance of a parti-

ouliir methmi of effecting it, has sometimes been abandoned by
the next. We have seen h(nv the shares of some English canals

were selling at several times their normal value, shortly before

railways obtained an almost complete victory over them : and
not much later (in 1844) Parliament approved terms of purchase

of railways, which were indeed never put in operation, but would
hiivf proved a grievous burden to the nation if they could have
been c;ii in! into effect'. And only a few years ago much e.xulta-

liun was shown as to the success of the municipalization of certain

tramways, which are now declining in favour relatively to motor
vehicles.

4. Camen and conseqmiires of the present weaknesn of
British canals. Hmvy goods traffic is routrolled by railira//s

andvdfcrtvai/s in a great part of North-western Europe
,

hut hji railirai/s ahne in Britain.

It i.s cc-.iceivable that inventions, which have already been in

*me measure adTimbrated, will enable a " helicopter," or other
aircraft, to rise perpendicularly from a small ganlen.and descentl

again into it
: in that case, railways may lose much of their best

passenger traffic, and the dis.sociation of residentiary districts

from cintres of industry and trade may be rapidly ad vanced. No
eijually sensational change appears likely .soon to disturb railway
goods traffic: but the advent of motor lorries and other wagons,
Working easily on modern roads, especially when tar-pave<l, may
pirhaps remove the chief obstacles which the configuration of

England has offered to the development of an efficient system
't inti'rnal water traffic: and this may greatly affi'ct railway
s"«iils traffic for good and for ill. Up to the present, Kngianil's in-

'blrie^aiii] trade have been set at a great disa<lvantage relatively

•"those (if many [Kirts of North-western Kurope, as a result of
thed.eailence of her canals. Only a small i)art of this lo.ss h,is

Wnciiviri'd by the gains, which her railways have derived from
fiirrjing tr>ffic that could have gone better by water: and it

' See abovp, p. 48:i : and Appcmlix M, !.

M.I.T.
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498 COMPETITION AND MONOPOLY IX TRANSPORT

III. V,, 4. will presently be argued that in the long run her railways might

gain from organized cooperation with canals, aided by fresh

(levelopnients of road transport.

The early phases of the contest of British railways with cm;d>

have already been indicated : it was practically decided ius *«,!,

as locomotives could be made pwerful enough to tlraw hi-avv

goods-trains. Canals might have continued to do good wurk. it

they had been constructed on any general plan. But few long

journeys by canal could be made, without passing through hilly

country, where numerous locks were re(iuired : a lock thiit wi!!

hohl a large boat is very exj^nsive ; and hilly districts wiD'

gen(>rally content with provision that sufHced only for .smiill

boats. In fact, nearly every canal was made chiefly for Ual

traffic. The occasion was one in which a far-seeing stmng

(;overnnu-nt might with advantage have intervened: it luighi

have required that every canal, whose position suited it funis.

in a national system, should from the Hrst be adapted to biirg.>

of considerable size ; for the superior economy in h.irse and iiuiii

power of moilerately lai^ge barges Wivs well known. In suitab!.

cases the State might have defrayed part of the expense of ii

canal, in rettirn for a deferred claim on the income that might

ultimately be earned. As things were, the numerous conipanKs.

that were responsible for individual canals, seemed iKTversily

to ignore one another's practice: and the strong Royal Com-

mission on Canals and Waterways, ]!)()(i-i). found that some

companies had made provision for boats of moderate size by long

narrow locks, and othei-s by broad short locks; so that many

journeys were possible only for boats that were both short and

narrow, and th.Tcfore very wasteful of thr labour of man and

horse.
. , 1 u

Further, nearly all c.mcentrated British industries had sought

hilly districts, first for the sake ..f water power, and aftorwunls

in ordi'r to be near coal measures ; and therefore few easy trucks

could be found for bu.sy canals except along valleys. Side anuv

to ri'dit and left of a main track, soon met with high .-ground; t.'

b.. tniverM'd only through multitudes of locks or throii-h timmU

Tunnels were often the more economical in tht' loni; nm
;

m
Ihey w..n" numerous, but caused great didays. Lono distance

l-..-,vv tnifiic bv canal never had a fair chance; and canal wnrK
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was seen at its best in England, only in a wide-spreading home of in v, 4
great industries, such as that of which Birmingham is the centre.

But the great majority of the Commission were not content
with so poor a result. They reported that " numerous imlustrial
establishments have settled on German waterways ; and that
agricultural co-opemtivo associations have established stores on
them for the collection and distribution of goods, especially near
Berlin... .Cheapening the transport of coal ami other low value
traffic has increased the trade, industry and wealth of Germany;
and indirectly the revenue derived by the railways from passenger
traffic and higher class goods.... Had it not been for the im-
provement of the waterways, it would ha.e been necessary
to spend more money on railways and on goods stations and
sidings in districts where the cost of land is high, without
probably obtaining an equivalent return in additional traffic

"

Encouraged by the might of great rivers German canals are
being adapted tor six hundred ton barges ; while those of France
are making provision for three hundred ton barges. In both
countries the goods traffic by inland waterways is increasing
much faster than that by railways'.

'French eanaU are public routes, open to all : and the charges fur freiRht
on ^em are about a farthing a mile generally

; but only two-thirds of a farthin«
on the more frequented lines. In Germany it is intended that the waterways
Aonld pay mterest on their capital cost; any surplus being devoted to reducing
^e capital. But U^rman opinion tends to the conclusion that the water-trallic
ten,ht8 the railways a little and the country a great deal; because it prevents
t e railways from being overloaded with traffic that can only bear very low
tliirges, and thus sets them free for more remunerative work: "traffic on

slTff ""r
.'''"

^°''T'* ^' ^'''^' ""''^'^y' ''"'* '^''"°«^ti"K lines, built with
Statead for that purpose." (See the thud lUport of the Commission I Cd 4.»791-
^*l*cially pp. as and 122.) Mr F. 1{. Conder, a pupil of Brunei, told th^. S^- eci

i.,000,000 added to the.r incomes, if they threw their heavy traffic on canals.b« their Keportty. -2397]: the detailed statistics, 011 which he founded his es !
mate, are given in its Appendix 12.

Jll S'^"""'!
"' '^ ^"''J'''=' '" '»^««'^ but special reference may be made toad>n U, „j ,.^„,,,^

. ,^ Appendices to which Sir John Ilrunner Kives wei-htv
c-unsel based in part 0,1 his own experiences.

•

i- l^Jm,fT "1!
'""'''' "'"' ""'"'"' "'" «''"'' '"''^°'l «^«^ °f ^^'"f''' America

lie s ,
"

\

'* '•"'' °° «""'* «"''^^'"=' '" ""''"'' conditions
:
but canal

1^ :T ''T'^^'r
'" ""'""" '" "" °-Kl'bourli„od of Chicago, may

^.S ZtmT"
°" ^^-'---y^- reported in the .., .nericn Eco„o,ni,-

11
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500 COMPETITION AND MONOPOLY IN TKANSPORT

III, vi. 5. England is indeed weak in this respect that, being an island

she has no opportunities for such hirge schemes as arc i)\m\h'

Continental countries. The six hundred ton barge canal, which

has been made on the biisis of the river Main from Miiinz t-i

Frankfurt, may become a most lucrative investment to PriisMa,

if ever the scheme to which it belongs is completed. For then

six hundred ton trading vessels (to say nothing of subnitrsihl.

and other ships of war) will be able to cross the v.aterskd

between the Rhine and the Danube ; to carry Prussia's pnwlucb.

iron and manufactures at very low costs to Austria, the Balkan

States, the Black Sea and the Mediterranean ; and to carry back

grain and raw material. But England and, in a less (iegr.-

Scotland have some special advantages which may ere limg I;

greatly developed by the aid of modern technicjue.

5. The velaf'tom of Britain x railmujs to heanj gmh

traffic mat/ pogsihlji he romiderahhj modijied b;/ her trnj)-

tionnl facilities for the eoaperation of road motors irith h,

canals, andfor electric haidagc on her canals.

There are reasons for thinking that the importance of Briti-li

waterways has been underrated in the {wst, chiefly lurausc thiv

have lacked ad.'(iuate auxiliaries. Consecjueiitly but iittli-

attention has been paid to the fact that the services rendtMvd

bv a netwcrk of canals arc far from being limited to th.-.

rentlered by railways. They include some of tliosc rmW\

by public roads, which yield no money revenue :
but whicn an

of as much itiiportance to the economic well-being of the countrv

as tho.se of railways.

Anyoiif can set up a business at ahiiust any Jtoint hi' cIiui'mj

on a high road ; and can have goods di-livered to it ami tak^n

from it by carts; which may stand at his door, pruvidwl th.y

do not okstruct the free way. In likr maruior even a man

of small means can set up a butiness by purcliasintr a j,lui -i

land on the bank of a canal ; and his goods can be (it>livcrr.i

din'Ct to ii ami taken direct from it. If his business cxtiii.k

he can have a bulge made on the canal, which will ,;'ive him n'

small expens.' the benetits of a private dock, or niilway .-idin.'.

On the other hand the stations of a railway nuist be at c-n-
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or four miles: and though a strong capitalist can obtain a private in, vi, .-,

siding, he can do this only at so great expense, and under such
imernus conditions that very few businesses venture to do so'.

Again, a canal, that is not much burdened by locks, will

carry a continuous stream of traffic in either direction, just as a
public high road will; whereas a railway must allow fur long
intervals between consecutive trains. Therefore the growth
(if jxipulation and traffic will seldom call for a broadening of
the ciinal similar to the substitution of four tracks for two on
thi' railway

:
and " trains of barges " may carry large loads, even

un a canal, that is not adapted to verj- large barges.

It is to be noted that the diminutive scale of Britain's

crongraphical features brings many of her industrial centres,

which are not easily to be approached by waterways, into close

connection with them by motor traffic. A road, with lines of
motors moving in opjwsite directions, will carry more traffic

than a railway can
; and motor wagons can pick up and deliver

goods much more easily, and under many more conditions, than
a railway can. Wherever a road comes near to any part of a
busy network of canals, contact can be made between water
traffic and road-motor traffic : and since the points, at which
goods can be delivered or received, may be ten or twenty times
as numerous on a hundred miles of canal as on a hundred miles
rtf railway, nearly the whole area of England may ultimately be
in easy contact with canals, at lower charges for heavy traffic

than tho.se .it present current. The immense capabilities of
iiiHtor-wagons hud not been fully developed when the Com-
mission <iti Inland Waterways settled to its work: but it now
NUMs clear that their aid may enable a relatively small number
'

t caiiai.s to carry a very large traffic economically and con-
viueiitly, provided that effective traction on the canals can be
"htained easily.

Recent e.xperieiice shows that this can best be achieved by
iiieans ,,f central (dectrical stations, with wires extending from
aoh over many miles of canals: and for this purpose England

Tl,,, lionnl of Trade Conftrenoe of 1909 arranf,'e'l a '• model private-siding
a-i«imnt " {i:,pv,l, pp. 7-9) : probably few people, witliout .-(pecia! experience,
«iil antu'iiinii. tliB l<..,,.tl, ;.....:„., „,i fr-.,ui. r ,. j

r->.i.ction«, vvliicli arc reqiiirea in the interests of tlie railway and of public safety.
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502 COMPETITION AND MONOPOLY IN TRANSPORT

111, VI, >. and the Southern half ui' Scotland have greater facilities than

any other area containing a like industrial papulation'.

Such traction has the incidental advantage of udaptabilitv

to single boats and trains of boats of various sizes : it wouH

reduce to a minimum the wastefulness of the rel.'itively narnn*

canals, which alone are suitable to the orographical coniiitiuns

of the country. Electric power could be applied on (iccjusion t"

work the lifts, which are likely to supersede locks, especially in

districts in which as in the English Midlands, the supply .1

water power sometimes runs short : (a relatively inexpcnsivi' lit!

at Foxton, in Leicestershire, has displaced a staircase of ten Incks,

and raises a large barge in a tank 75 feet on sloping rails, witii

very small expenditure of water; a descending tank partly

balances the iiscending tank). In any case electricity would W

a helpful adjunct to water power. It might be supplit<i, asm

Prussia, to factories near the canal, and increase the bemticial

tendency of well apjX)inted canals to check the intensive con-

centration of industry:—a tendency, which threatens to deprive

children of oppcjrtunities for invigorating play; a-id to dtpriv,-

young aiuJ old alike of the opportunities, which abundanci.' nt

oi)en spiee offers for invigorating exercise and refreshing ripisf.

Electricity is unrivalled as an agency for transmitting enorg)

fi-om place to place : and, for that and other reasons it is likely

to exert an increasing infiuenee over the structure of transpin

industries on land and inland water. Also, in its larger dovelop-

ments, it re()uires way leaves; and is therefore specially behiildtii

to State recognition, and is even in some degree adaptfd for

direct State control. Moreover the six hundred bodies, repnttfi

by u Committee ot the Board of Trade in 1918 to be generating

electricity for public purposes in Britain, em[)loyeii se many

different frcijueiieies that cooperation among them was im-

practicable. The Committee therefore reconnnended that 1

' This plan is alrrady laiucty used in l'ru:'Mia; tlie towage bcint; i-ffe«til

"

motoiH iiinniDK on traclis on the banks. But tliere appear to \>e iomv rtii^v-

for tbinkiuK tbat it may be supftscilfil by, or CMnitiini-d wiili. a jilaii Ii: it a-'--

long bet'ii in u.ae to onable heavy vessels to luaku way ajiainst tlu' strtiira of tl.t

Danubf, which in some places runs at tlie rat.^ of sewn miles an hoar. The

plan is to let a strung chain lie free at the bottom of the wat.r: a veistl r^*

It up, passes it round a windlass (whieii may be workti by j-t- mci jn'V.v: ;::

electricity) ; and of course drops it at the stern.
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Central Authority should fix standanKs for tl;e whole country HI, vi, 5.

and set up a separate District Electricity Boani in each district

into which the country shotdd be divided for the purpose. The
iidoptinn of a scheme of this kind would fecilitate, and be

benefited by, the use of canal banks as rotites for main wires

;

iind as sites for electricity stations ; except in cases in which the

generating plant could be advantageously set up in a neigh-

bouring coal-area. This arrangement might be set on foot at

once: the full development of a canal system in as.sociation

with electricity might gradually go far towards enabling Britain

to maintain her high place as a leader of industry, in spite of her

great inferiority in natural resources to several other countries.

Coal is the chief source, other than the (jualities of her

people, of Britain's economic strength
; and her coal is rapidly

liisappearing : it is said that she po.ssesses only a fortieth part

of the coal known, even now, to exist in the world. Slow
transit in water consumes less energy than any sort of traffic

nil land. And, when account is taken of the inevitable waste

uf force which is involved in shunting a train, whenever it needs

to be broken up, an additional argument is supplied in favour

of slow canal transport of coal and other heavy goods ; among
which chief places must be given to some agricultural products

and requi.sites. The cheapest method of obtaining |)ower from
cnal fur widely diffused uses is to generate it in large quantities,

so as to be able to utilize all its by-products (waste smoke being
»f course eliminated) ; and to sell it to every class of consumer.
Revivified canals would be among the chief consumers of power

:

they Could bring coal by the cheapest means to sites where land
was easy to be obtained; and the power which they provided
f'lr their own use along their courses, could be made the
t'Ainclation of electric supj)ly systems for all tho.se parts of the
ci'untry that arc ada])ted for canal traffic".

MuVLiiiMits in this direction mislit be commenced at once hv individuiil
canal cumiianii's : but tbey should be such as would ..v in with a comprehi-nsivu
nsti.mal schoinp, when (iovuinuu'nt is ready to take tlmt in hand. Specially
cwortuue is the sugi^estion by Sir K. H. Inglia Pal^niv.- {(^,„irl,-rl;, Iteriew,
•'an. 191S, p. U(i) that financial advances for di'vclopin^' canals, though not
litlmp for ordinary banks, " wouM be well within the scope of the British Trade
wrporation": for that initrht properly insist that nnthon; should be «pent on
Mil mea>ures that fell below the minimum indicated by the Comraisaion on
Iclau'J Waterways.
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III, VI. .., The Commission on Inland Waterways received evidence i,

to the delivery of coal from the colliery direct into wininv m,.
I

boxes, floating on the Aire and C'alder canal. Each (if thi>.

" compirtments " holds forty tons; and thirty of them makf ;.

canal trjvin, which is drawn by a tug : they are put on hoanl ^hip

at (Joole. In this very successful venture the chain of tmi

is complete without aid from a railway: but it seems to ciiiitaiii

the g<»rm of a method by which transport by road motor, nii!-

way, and canal may be worked into organized unity, with th-

result of greatly lowering the costs of handling trattic. Th.

method may be seen in the plan on which luggage vans k
cross-channel traffic, and many furniture remov.il vans, an

arranged. That is, the receptacle of goods is an indejMniltii:

large bo.x, which could be secured either to a flat railw.iy wagnn,

or a motor lorry. Of course it could be deposited on thet1;it

bottom of a barge ; or it could even be made to float'.

It has already been noted that Prussian railway.^ have madi

the " bodies " of some rolling stock detachable from their ch,^>->l^

so that they can be moved by cranes from one truck toanuthtr.

and thus very greatly diminish the waste of time, and especially

of coal, in shunting from one railway track to another. The

general adoption of that plan would greatly facilitiitc the

arrangement of through transport of the " bodies " by railw.av.

road motor, and canal, in such proportions as migiit be nmst

economical, from fiictory to factory, to merchant's warchou.-^

or to ship.

As to the important question of the relative costs of canals

and railways the following results seem well established :—0t

course a railway is not forced to follow contour lines as closily

as a canal must ; and it therefore needs less mileage than a canal

does to connect any two pjints, except in very level country. Th-

cost of production of its bed is, as a general nde, le.ss tlian th;i:

of a canal of equal breadth : but there is scarcely any animiiit -t

' In tliK eimrfie (jf time it minht probably be found tlmt aH-ricultural !ani

derived greatly increased value from direci aei'es.s to ii canal, or even to a ubili""

anil narrow dyke that would hold a boat just able to carry such reii ptacles i
i a

canal, or other waterway. It is well known that the interchange of soils littiftf

h\.:::\ Vvlit-ie it i- too heitvy, ar,d \ptA -.vherr it ie. ton Vf.-ht. would nfteii adJ tlP'*'-}

to the fertility of both : but that „'enerally requires lonp; journeys, and it." ct>*t

hitherto luis bien prohibitive save in exceptional cases.
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tmrtic which a fairly broad and deep canal cannot carry: whereas III, vi, .-,.

II railway often needs four tracks for its luain line, and many
tmcks in the neighbourhocnl of stations. The expense of locks

(iiiid oven of the nnich more economical lifts) is sometimes a

Ik'avy burden to a canal. But it has little or no need of si;j;nalling

ii|i|)!iratus : and the buildings, that may !»• needed on its banks

fi.r the development of ;i large and freipicnt goods traffic, will

mustiy serve alsii as private warehouses. The upkeep of a canal

gtmrally costs much less fur management, for maintenance and
f.ir wages than that of a railway does : eanal banks need care

;

but water does n(jt wear out as railway lines do. The ecjst of

tiniiting stock is much less than that of rolling stock of ecpial

timnage: it has much less wear and tear and needs much less

[wwer for haulage. It is howeviT true that, lauier the present

ruhditiuiis (if British amah, the labour directly employed in

tiansporting a given quantity of cargo a given distance is greater

nil them than on a lailway : thcmgh indeed engine drivei-s and

guards form only u small part of the empl()yees of a railway.

Tn sum up and conclude:—The volume of transport, for which
accummodation is needed, increases without cessation ; and, so

great are the difficulties of widening a railway in a crowded
district, that it cannot always increa.se its work, where most
netded, save at enormous cost. The quickest trains necessarily

stupxniy in crowded ciaitres; and, in this and other ways, their

inriuence tends towards an ever increasing intensity of centrali-

zation of the {jopulation. On the other hand canal and road-

iimtor traffic make for decentralization ; and in a.ssociation they
iiiay relieve railways of much heavy trafKe.

But the revival of canals can be effected only by the State

:

much capital will be needed for it; the war has deprived national

Hcurities of that .scarcity-value, which enabled them to be mar-
ketwi at a very low rate of interest; and to that e.xtent it would
>uiiit\vhat prejudice any overtures made by the State for the pur-
Llia.se (if the railways. But this consideration may probably be of
Iws .solid importance than the reflection that organized coopera-
ti"n uf tnitiic by railway, canal and improved road might be easier

'•' iiioa- efffclive, if ihe railways (with their plant^, together
«iih roads and canal routes, were in a single hand. The operation

"H
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COMPETITION AND MONOPOLY IN TRANSPOKT

of canals like that of roads would be opt>n to ail, siilijdt
t,

approj)riate conditions, and charges for the use of locks, etc. th.~-

who worked on them, not being State employees, would Ik- nnl-

no special temptati<m to use the franchise for ju-rsoiml jfui,

instead of as the means by which they could discharge their duty

as citizens. Th»'se obsi-rvations have ventured on (l;in!,'i r" i.

ground : but greater risks are taken where no attempt is ml.

to forecast the future, while considering methotlh of ,u:ti»n •

inaction that will largely affect the future, than by stminin.

inade<puite eyes in reading such faint indications of the futnr'.

as can be discerned by them.

The case for canals hfis perhajis been prejudiced by cnri.-

pari-sons in their favour based on too exclusive regard t" th.

costs of working them, even when the charges for their use inakr

no attempt to (lefray the costs of making them : railway charges

are expected to cover costs < >f working and costs of railway biiildiii.

On the other hand a railway cannot, and a canal can, remkr

innumerable services similar to those rendered by a public high-

way. The abolition of tolls on highways is now luiiwiiallv

recognized as gowl policy ; because the revenue yielded by them

would be small in comparison with the excess value of llie servias

rendered by a free road over those rendered by a tulled nsul

the country would be in a poor way if no roads were imi\r «!•

those, the tolls on which would cover the expense of inakii!i,'th«

and keeping them in repair. The State has constructive dmie

in the matter : and it is likely to have imixirtant regulat ive iliiti.r

if monopolistic combinations should arise to control thri'iigr.

rates by road, canal and railway. This consideration iSM>\

small subsidiary argument in favour of the natioualiaition ;

railways'.

' While this chapter was passinR through the Press, n Cnram.ttrp f lit

House of Commons on Tran^'ort (H. of C. 191S, lliO. y. Vi) rvp.nd tc:

"tinilication of the railway system is .U-sirahle under suitiiljlc sufefuarc..

whether the owner,-hii> he iu piihlie or private hands; proceed infr by any .(!:«

following routes :— (!| Further anii'l^'iiniation of railway companies a* a
•'•'

towards unitication ; (-2) Unitication iicconipauied hy privatt- owntrfhif i=-

commercial management. (3) Unitication hy means of nationHlization
;
fu:i:>"i

hy (a) Establishment of a Kovernment department to manajie the rmUays: 0-

(h) Constitution of a Board of Mana.„'ement not directly repre-tntcd in Par--

nieut; or (t; Leasing of the system trj u:iu ur lUuir Cvri.m^reia! .•n.!c.p?.!Uf«-

^ .m^iA



CHAPTER VII

TRUSTS AND CAHTRLS : AMKUICAN EXPERIENCE

1. A review of ttome general cnimes of the recent rapitf iii.

j
increcue of ffinnt hmtin^nxeg, iudcpendentlji of any mono-

|/w/w<(V parposex. The porertt; of British Htatlsticn; the

imdth of American.

Ainirieiii has taken the Iwwl in the development and con-

I trill of vast individual businesses, or Trusts, having monopolistic

It^ndencifs: and Germany's Cartels afford the best illustration

if thf goo<l and evil of sectional iissociations in industry and

[trade. Trusts and cartels have so much in common that

I thiy cannot with advantage be considered separately: but this

I chapter and the next are mainly concerned with trusts; while

[Chapters IX and X are mainly concerned with cartels. As has

already been indicated', trusts are the results partly of hori-

Izontal, [wrtly of vertical expansion: but cartels are in essence

Ihorizontal associations: though they may indeed occasionally

expand vertically by coalition throughout successive strata of

[the same industry, or otherwise.

It will be well to begin by bringing together some observa-

|;iiins made in Books I and II which are relevant to our present

inquiry. ]n Book I we saw that massive capitals in the hands
"f riiediacvul potentates, political, military, and ecclesiastical,

we mainly u.sed for the support of large establishments belong-

jiiirto their owners; and that the capitals to which the modern
lathwis of production and trade owe their origin, were
aliuust rxL-liisively those of traders. The first proininent uses of

wpital in the organization of English industry, were seen

' ''~rf ^l>—217. -.vliLTc something is said of curiuUp chaiigcs in tht luenuaig
|Mthe.\mtricttn term '•Trust."

VII, 1.

i 'I

if

•t,

It! f -

1
'



li
<

'

i Hi

m

!

.i .

ii^

r :h

50H TKITSTS AM) CAKTRI.H: AMKKICAN EXI'ERIK.M K

II, MI. I. whtTi "inultTtak.r-'" *.ii^rht ..iil donuHlic wurk.rx in \;m..i;.

jHvrlN of thr c-oimtn, wh" l>''<i l>'it littl.' cipital ..f tli.ii„»r,

Miipplifd th.Mu with iiiMt.riul and iii>.tMictiunH tor it^ us. *;

intirk.'t.'d ih.-ir prudiLtx Shortly alt.'rwAids •'.. iru.iiti..ii •

toxtilr mid othfr iiiiichiii.'rv, siiiliilil.' tor b.-iiij,' wniM „,, ,

hir^c seal.- by \v:itrr powrr, wl oii foot thf dir.rl f.ipitnli.ti

(.wiicrshiii of all ih.' api.lianiTM ot prodiictioii, .'X.vpi only-,,

property that .v.ry tree lalioiiivr iiaw in hiniMlf. Th'H.

fnrward l.adfiship and coiiliol .iUu.- in rfasiiiKh lu ih<.

coiuitrirs, and to those individual nianutiictiiivrs in (suJimnn'r,

who foiiUi iiiv.'st capital without stint in .xix-nsiw phiiii.

Book II was occupied with the causes that have in;i(i,i.r

the expansion of the business during recent times, iiisut;ir>-

they arise mainly out of the pursuit of increased ecori.mu iri:

etticiency in prcMJuction and marketing. Its general drifi w

to the effect that, th.nigli technical ailvances in iiiaiiiitiutur.ME

the transport of goods, and in telegraphic ami telephniiic i-Mm-

munication, have caused a continuous increa.se in liie seal,

business operations ; yet each decade has had itsown upiHTlini!'

to the size, noedetl for r.'aching nearly the maximum ccunMih;.

and efficiency in each branch of industry. Tliis general nilf

was seen to be liable to several exceptions, one of thr ni)«:

interesting of which is found in the dye industries; uhrftpru-

gress consists mainly of innumerable relatively small lievi

nients of a few master idejis. For these developments can b?

effected m large laboratories whose processes are secret; so thai

increased size creates increased iM)wer, which takes uiitomati-

cally a somewhat monopolistic form. The new devices cmHlv

patented : but secrecy is a more effective check on iniitatit

that are suggested to rivals by a new product; which n-:

being exact imitations of it, do not infringe its patent.

Meanwhile there has been a stea<ly tendency towards sprwli-

zation of work and of plant; and—so far ,is trade union rriA

tions alhnv—to si> compl(>te a classification of employees iiccnplin;

to their general ability and their specialized skill and aptitud

that no one works at any job which could he .ulniuiiti ;y

p.Tformed by one of inferior or less appropriate aptitude: i»:

th;it every fnremati and nearly every snpeiior ofticiiil ha? J*'

those responsibilities, which will give fair scop.' tor his {witicular



KKVIEW or CAUSES <IK INCKEAMK (»K UIANT HIJSINESHES

tioiiltit'K. Thist' tt'tKlcricit's have i-oiiHliintly iricnimt'd thf size

Ithi' Rt'prt'st'nUitivf biiHUUMH unit -that is, uf ihc unit wIk.si

Lirts '>t prixliictiot) cxerciw h<» gn-nt tin intlinncc on thf fiimnnit

hilt will b<' fiirthniriiin)^ to meet any ),'iveii inaiket (leniitnd,

hat they play ii prominent jmrt in the iej»iilatinii of price under

IfiimjH'titive eonditions. Formerly the (littieiilty of obtaining'

I

iikH|Uute Hiipplie.s of capitiil restrained the exiMuixion of the

Kepresentative husinesM within narrow limits: but this rentrie-

]<m htw uliiioMt diHupjM'ared under the intliience of the ever-

Lrowing volume and Huidity of the resoiirctM of that market

fur the commiind over capital, which is commonly called the

Muney-iii.irket.

And yet, in spite of this elasticity, the intiuence of technical

(cnnoinies on the expansion of the business unit tends to

Ueiiki'ti after a ciTtain size has been reached; jwirtly because

the specialization of plant, and the substitution of mechanical

forces for that of the human han«l, increase the standardization

tpriKJucts; esjx.'cially in thf)se enjjineering and other industries,

Iwhich arc ever changing most rapidly under the impulse of

Kcbnical pro;:,'ress. Hence there arises a certain reversion to

I
rarlier conditions. The business of the capable merchant could

jexpiiml rapidly, and almost without limit, in times when those

jindustries, which preceded modern manufacture, seldom g.Uf

I *cnpp til considerable capitals: and in the present age the tasks

if marketing otfer ever increasing scope for vast aggregations

hil capital. These tasks will be found to give the keynote to

ihe present phase of the development of trusts, and of cartels.

The population of England has bi.ii much occupied witii

Iwgc capitalistic production for a far longer time than has
that of any other country. The Newcastle t'oal Vend antici-

pitd on a great scale many of the policies of (Jennan cartels

j:«u Cfiituries before they came into existence; and the first

jiiiODstcr cual and imn works, dominating a whole counirvand
Vprwding out their influences far beyond, were tnimded in

jLiHgf by Cockerill, an Englishman. But yet, what seem to be
|thf most characteristic features of the present and coming
^encif.s towards mont)polistic aggregations and federations,
vr tv uc Lwugnt else\\liere. The total iniormaiion available ius

.•)09
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III, VII, 1. rc'gimls British indtiatrial monopolies is voiy small in compiTOn

with that relatinj,' to American trusts. Scarc<-ly any "f r

has pixssed through searching investigation, comparabli' t<. thr

which has revealed many of the cherished secrets of Aiiarnar

trusts; and has substituted correct information for th;it «hid

some of them had published. Nor do British trade associating

geiuTally rival German cartels in thi' control of the inarkitm:

of particular cliusses of goods on lines sutliciently tinii, and ;>•

elastic, to dominate for good and evil the courses of mtw.i

industry and trade.

Trusts in Britain are of course subject to the rathtrstnn-

gi-nt regulations as to the publication of their ati'airs, which ir.

impsed on all Limiti'<l Liability Companies :
but it has r/t

been thought necessary to obtain much further otticiiil infi-

mation about them ; and that which they supply is li.ible ^

fall short, at critical points, of the requirements of pnk

interests. The causes of this deficiency are not wholly t" l»

regretted. For many industries, which have sprung up lib-

mushrooms in younger coimtries, are mainly controlled in Briuir.

by firms, whose traditions go back for several generations, wii

w'hich are therefore disinclined to sudden changes, and viohi

courses of strategy : while attempts to make an anti-social uir

of monopolistic strength in manufacture would generally b^
i

frustrated by the arrival of C(jmpetitive foreign gixxls in Bntist

ports, whence they could be easily distributed over the wliolf

of the small area of the country'.

British official statistics were cast in a relatively g.iodniHuH
I

in the n\iddle of last century : but for many decades tlu y foll"wrt

tradition closely; and they have now much lee-wMV m tiKib

up. An imp>rtant new departure was made by the Rep'iyt '
\

the Ceusm ofl'ruduction in 1907: which goes a long way towari

giving the needed information in regard to that year. But it had

not th.' advantages of consecutiv.- records and long fxperniK-

1 ThiB statement, which was in print hefore the ww, U left star.aini.v ««

Ihr Ministry of Utconstructiou has appoinlcd a Loui.nittue on Trust*, "hiiii •

rucciviun mueli information, partly contidcnlial, on which to Im-e an ifitM

This may he the tirst step towards more vigorous action. s-houM .irtum-UKH

require it. Contidential Imroaucratic in-iuirics. at their hcsi, arc io«t>':f

r.,„,, -:iU^tJt"«'' '"' !-'-!h!ished testimony, which invites rcbuttini,' i\nliu> '•
°

tho.se who are in a position to detect errors or suppressions.



REVIEW OF CAUSES OF INCREASE OF GIANT BUSINESSES 511

and it wiis limited in several ways. The gap may be in some m, v„, 2.

measuro filled, so far as our immediate pur[Kxse is concerned, by
N)me American statistics whi(;h will be found in Appendix N.

2. AxsoriatiouK and w/rcemeutH of mriotm mrtg pre-
\lHiretf the irnp for the rise 0/ truxtx in America.

W'v start from the jxisition that nearly the maximum
omoiny of production can often be attained by a well organ-

hzed business of nKMJerate size: but that the task of marketing
ffficieiitly over a large area makes demand for almost unlimited
oiipitalistic resources, unless it is facilitated by associati(jn with
others engaged in the same industry. Associations for various

Ipurposes, .some constructive and some mainly strategical, .some
t-mporaiy and some permanent, .some overt ;ind .some secret,

anticipited the rise of trusts in America; and were often the
tnundations on which trusts wore laid. These a.s.sociation.s are

jknown as "pools," becau.se they pool some part of the interests

if those concerned. Thus the term is now of broader scopt>, than
hhen m- saw it used in connection with agreements among
lEnglish railways to throw th.' whole of the receipts for certain
|[«irtions their traffic into a common purse, after deducting
nly tbe ..icre direct costs of mctving them. In fact it covers as

jlargf :\ variety of con- ted arrangements among jxissible com-
[rtitorsas do the elastic terms "Cartel," and "Syndicate"; of

|«hich more hereafter.

P(H»ls might have expanded almost iis freely in America as
Iciirtels ha VI. done in Germany, if they had not been opi>o.sed by
jthe Common Law which had come from England with the

Mayri.iwor." For many generations the supply (.f capital in

Jthe country was .scjinty relatively to the flemand, which her vast
JDatura! ^sources made for it : the growing etiiciency of English
Industries, ..luipped with more exp.'nsive plant than a vonng
Ic'rtintr) coulil atlord, made Americans anxious to .see the nsv ..f

jwrresix.mling industries at home: and aggn^gations relativ.-ly
|%f,th,)iijrh vory small in compari.son with pn-.sent staiidard.s.

r* w,.|c,.iue.l for their constructiv,. power. But pools and
|th.r comhiiutions for the regulation of prices inh.^ited the
jil"ib^ .suspicions, to which combinations uf ,.ngrus.soi-s and
F' rshad wtn subject in the .Middle Ages.
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TRUSTS AND CAHTELS : AMEKICAN EXPERIENCE

This is perhaps the explanation of the parad..x that th.

Common Uw was habit.ially invoked for the repression ,!

tomponvry combination, in restraint of tnule
;

whil. h„.

attention w:.s pai<l to the threatening power ot pcnna,.,:

^owths and fusions of great businesses. That repression «.

sometin>es extre.ne : and adv.K^aey of yet stronger .neasur.

provoke.l a reaction; son.e of the exponents of which pr,K:lain,.i

the sovereign efficacy of absohite free competiti.m with .n

c.xaggemtmn. that rivalle<l that of the early p<.pulanze^ >

Ricardian economics in England and France.

But in the last few decades America has developed th.

scientific application of economic doctrines to many pra.m

proble,ns, with great energy and thoroughness. More pcrkp

than any other country, she has lean . that general proposm.r.

in reganl to either c.nnpetition or nu.nopoly are full o sna:..

and that some of the n.ost injurious uses of monopoly, Winj

themselves extreme f..rms of conipetition. are nut f. bf r.

straine.l by the advocac=y of free competition^ (
nnse.,t.n,.j

she is ,i..w engage.l in leading the worM in the very <l.tbc«,t

t^sk of restnvining such methods of competition as are aind at

narrowing the basis of cmpetition. Nearly all such n.th,*

come within the scope of prohibitions of " unfair co,ni....tion

there are many difficulties in the interpretation 4 th. t.r.

.-unfair" in this connection, with which a Court ..
U

cannot deal without aid : but the needful ai.l can be suppli-^ ^

the orguniml systematic studies of pennanent authora.nw

Commissions.
, , , ur .f,>„t, n

Th.. first critical p.int was reached when public ttent...

was <lirected to the "Trust." in the original us. ot tH'^.r.

set up m 1SS2 by Mr Rockefeller and <.th.i.. for control u.'t.

trade in mineral oil and its pro.lucts. It was luv.n.l k

l^eeiuent am..ng the sh.rehol.lersof a nuinbero, oi co.p.

to make an irrevocable d.^-sit of their voting po.er . h
|^

Trusters, who would administer the whole as one omcrn
.

plan h:.\ two advantages. The trustees had .w'^^u"P'"' l^

and v-t til. y .•vad.d the respnns.bilit.es, .hi.h «..v . r^^

by th.. law ivlaling t- - o.rpomtions " (that is, joint st..k c

iKUiies) nn their directors.
^^ ^^ ^

.^

This advantage caused many group., ot Uwm.:-
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ronsolifiiitod into Trusts: but jjublic opinion was strongly III, vn, 2.

iiioved by the danger tliat th«' Trusts might become j)o\verf'ul

monopolies. Anil the attempt to exercise the privilei'es, \vhili>

vading the legal resiH)nsibilities of corporations, evoked the

ShiTinan Anti-trust Act" of 181)0. It condemned under
p.n:iltics every attempt to monopolize any jiart of interstate or

f.irtigii commerce; and made contracts in restraint of such
:r,ido illegal, whereas before they had only been non-enforce-

.iilf: and "Trusts," in the original sense of the term, were
iissolved.

The movement, of which those Trusts were an expression,

as temporarily checked, not so much by the Act itself as by a
violent collajjse of credit, caused by thi; fear that debts might
Ik? repaid in a depreciated currency. But that danger (piickly

i«issed: and, the industries of the country being in a sub:.itantially

-iUiid .>^tate, the reaction from the previous gloom resulted in

.grtat outburst of activity with rapidly rising prices, and an

.'.most unparalleled volume of profits. The public is always apt
:) ix:i;,'gerate the imjiortance of a short .series of years of high
irotits; and lo estimate the capital value of a business on the
.->uiiiptioi) that such profits represiMit permanent i)rosiK'ritv.

Thi> general tendency was strengthened by the accident that,
jist at that time, .several giant businesses were being de-
'lopid with remarkable success by the men of genius, who had
iw.ted tiiem. The technical economies of production on a verv
irge scale in heavy iron and steel, in mineral oil, in beef prJ-
iicts, in agricultural implements, and in some other things
•xre attracting general attention. 'I'hey were emphasized, atui

hx.iggcrated by constant rejtetition of cases in which large sc.ilc

hr-xluction and dealing had excejuictnal advantages: and thus,

j!y honest as well as by interested teaching.s, the general public
ii-^prtiwred for the belief that, if the cliief businesses of any

I'l'l 111 any market were united, the net income and the trur
•'pital value of the consolidation would much exceed the aggre-

j-'t'sot thos.' of the original businesses.

(-onstMiiiently, the jm.moters of a consolidation were eager
•'«iy buMuesses, that might compete with it; or even be u.se.l

'.•

i"!

opixmont as a basis of operations .'v^ainst it. They had
'' o''.iv.',tm keeping down its total nominal cajiitalization

:
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m vn,2. for thoir main aiiu was to daz/.lo the investing i.uLlit with

show of a sufficiont .luniination of the intlustry c-oncTii.Ml, t-.U

abli- largely t<. control pries; though of coureo thfv nwdr n

ovn-t attempt at monopoly. Thus they often bought at hi,-i

prices establishments, which it was found l)est to close oil moiw

of had location or inetHcient plant.

They endeavoured to evade d.'cisions of t!ie law-coun> wh;.;

had condemned "Trusts" (in th.^ original us., of the teiiu)'.

putting the whole, or at least a working majority, ot th.-shan-

of the cmstituent companies into thi- hands of a mhuII lu.mk

of men, under the form of a " Holding Company "
:
th.s. n„:.

eontroll.'d the policv of the whole, and in some casi-s adimni^t.r...

a part of it. But Hohliiig Companies were declare.! k ih

Courts in 1904 to c.mtraveiie the Sherman Liw
:
ami iIm

were dissolved. Thus the campaign against Trusts, in th. ni,i

sense o«- the word, seemed to have been brought to a sucr.vn

i.sue • hut in fact it had mer.ay change.! its f..rm. In sint.'^i.

eases the compani..s, whose securities ha.l be.^n hel.l by ,. HoM.,:.

('.>mpanv, were fused, in one way or an.)ther, into a snij;h .'lai;

busines.s'. We now leave Trusts in the earli.'r us.'s .>t the t.ii,

and consider only giant agglomeiations ..f business.

\n I'Stimate ma.le in 1!>04 all..tt.-l a capital ot al.out hv ..

thousand million .lollars to in.lustrial trusts. About l.iilt tin-

.mount Wiis assigne.1 t..
" fi-anehise trusts"; that ,s «uv

,r.,s electricity, tramway and oth.-r undertakings, whah iiuk

'oxc'.-pti..nal use of public highways. The no.uinal cqut,.! :

•I thir.1 gn>np, that ..f railroads, w.us about e.,ual ,o th:.t :

th.. ..th..r two tog..ther. A fourth group cusists ot h.um:.

businesses: but the power which they wi..!.i woul.l iK .

ade.,uately ivpivsent..! by their capital ."vvn it it .nukl.

asc..r.ained with t.,lerable accuracy; while of coins,, nm.h .

it consists of h..ldiugs in ..ther "trusts" aii.l has tlutvinn. b.-

reckout/d alreailv'.
,

. \ Cinmilt.... 'uf the Ho...e of KepresontalivcH in Vm .nu.n n.ud ^-

two imndrod consolidufons. e.C. having somedegreo of ";-;'P
J^ l^ ^ ^^

An f..ti...al.., Kivx-n in tl.e Ueport of the U.S. Census of I'.KKl ^ol. m P

^l i' in.h;lH a l,r.e ,u.rc..„ta,e ef faUurcB an.on« th. '- X
-f ;;

«.„, Mr C. N. ray. an apolo«,Ht of tru.ts. .,v.« Van-"'"-;
,,

.^l ,,,

combination to numopohze," and even to Kucceed hnancalU, m )»s ~^-^

l!;.l Imiiinei'f (iiiii (iuvriiiii,,:.!.
-, . ,i ,,.,,,,1 irj-t »"

'

In ISM. the Sherman L.iw. not having taken effect, th. vN.nJ
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The large majority of industrial trusts arc of course co bo III, vn, •.>.

f.iuml in those manufacturing industries, in which an increased

>tiilt' of production brings with it increased economie.'-. But in

; tiict they do not owe very much of their power to that advantage

:

'

tur. with some exception for the steol industries, a capital verv
iiiiich less than that reipiired to dominate the market, will

I

Miriice U> obtain eveiy important advantage that belongs to

pr.Hliictiori on a large scale. Nearly all the- chief trusts in

I

the group, now to be considered, owe moi'c to the i'C(jnomies

"t marketing on a vast scale than to those of production on a
'.list scale. Hut the.se and similar matters can be presented

I
iiiirst vividly by brief sketches of s(jnie leading trusts.

')iie rule alone is almost universal. It is that each gi-ent

maustri.il trust has owed its origin to the exceptional business
:niiis of its founders. In some cases the genius was mainlv
i-!M:m-tive: in others it was largely strategic and ineidentalh
li.'.stiu.tive

; sometimes even dishonest. I'ut in general there
NHiis to have been present a notable power of visualizing the-

iiimn-. The Duke of Wellington, sp-aking before the day ot

. inpliuirs, s;vid that a chief business of his life had been to

' iMruft mentally the \iew of the enemy's jjosition on the
thirside of intervening hills; and the founders of great trusts

Ihiv IxMii eminent, even among able bu.siness men, for their
|"»er of anticipating future relations between pnxluctivc re-

j.'iivis and market requirements

i. The hmtH oj a firm but wisdy liinlted control of
VimopoH^fic temleurhx in Aiiirrkau iHmiieux ixproritfed />//

ji'.'/''^(/«rt^c ojiria/ stiufiex. The cxperhnrv thtin t/aiiiol ylris
|"/"((W(' ijiihUincc as to mine urgent probfettis of British In-
mMi-'ail iHiUvji.

It i.s argued by Americans that the vagueness of the Com-
li !! Liw is on the whole a source of strength. Definite and

ji;.«i in its larly sense; anJ the present writer told the liritish Association
'! !kir future seemed to him doubtful. They were in fact vanishing. But

I'lctut writer has authoritatively condemned that proKnoatication, under the
1 2Vf;!8iun that it applied to " trusts '" in the very different present use of the

33—2
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TRUSTS AND CAUTELS: AMEKICAN EXl'EUIEN.'K

„, ,,,,;,. .nvciselv wonh-a St.tnt. I.iw is ..IjusU-din matters .,f ,1,..

!.. the :-ircu.nst.vnccs of the time at which it Nvas rn;.!.-; a,!

r^ann-t be rea.ljnate.l to new coixlitions witho.it tr.sh leir^W

,i„n Common Law, on the other hand, is interpret.,! hy

pro.rres.sive, judicial .leci>ion in accordance with the comlit..,)-

of each generation, in so far as the Supreme C.urt. nn^

whatevr name, fi'.'ls justified in si tting asi«h- inl.ivnc, s ,lnnvn

from previous judicial .lecisions: thus the Cominnn Luv ;«

constantly being created, while being only interprete-l num.nallv

The faculties re.piire.l for this work are not specially l.gal: 1,

•

rhev are in great measure trained by the lawyers' clns. cont:.-

with the atlairs of business life, and their nlations m i«1n.

interests- while the d.^cisions of the higher tribunals, by « in-

most of this legislation is elfected. indicate a states.uan s t:un,-v

of discovering and conserving the true interests nt th,. puMi

.ven when not .lirectly represent^ in court. Ihe nalms-i

life of Anglo-Saxon peoples fit them in an excptioiml .kT..

for alert exercise of the mind, without much special tmimn-

hnt exi.erie.ice has gra.lually shown that, as the public nitm--

in business become larger, while business itselt ber,„„.< nwr

complex, a chief task of practical sagacity is to d.scv.rf:

directions in which it needs to b.. supplemented by syst..n:C

studies, and to organize those studies.

Since the opemtions of transport are to a great exr.iit smr.

.lardize.1 bv natural causes, their policies can be subjed.^l
•

.ome external control without adding greatly to ihos. rr.tr •

tl.ais on the initiative, of railway directors and mai.a-.rs, .Ir

in- imposed by N^iture herself. This control is sper.ally ,q|l

priate; because a railway, or group of railways, 1ms som-thin:

.,f (;ov..rnmental power within its own domain; and th.n.r.

,he work of a U-anl of Tia.le or a special Comm.ssi.i, in n.i.

t„ the regulation of railways is tkirly homogeneotisan.l ivlati^.
;

"'"But industrial mun..polies are of very various .iiaract.^. h

,nanv branches of pmdu.-tion technique chan-e> rap.lU
.

.^

,!u. 'nu.tho<ls and purposes by which particular .aKgr.;':..!.-

.,r te.lerations seek to c-ontn-l prices, are .'ver piv^mting n

V .,,.,->* f-u^t starts with expert kii"«l^",y "

ts own business ; it can hire the m,.st exi.eiisive expv.t ^UM
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to siipp'it the firguincnt.'s of its highly paid counsel—them- HI, vrt. {

si'hxs in some measure experts

—

oik techiiieul points. Agiiinst

sii strongly fortified ii defenei- little ean !«• done by a relatively

iiiiiall and iiniwcunioua business, which thinks itself aggrieved :

ami still less by the inarticidate ptd)lic, which may be the chief

<iifferer in the long rui\. A complete remedy for this social

liiirt is not to be had: but a long slej) towards it was made

In- Ameiica in 19().S, when Congress set up the Bureau of

t'liqHirations to invi-stigate such cases, to enforce a limiteil

ilrgreo of publicity, and to make recommendations'.

The .success of the Bureau of Corponitions in clu-cking abuses

hI monopolistic power by merely publishing the residts of its

mvist ig.it ion of them, encouraged Congress in 1914 to rai.^. its

•titiis. under the naint> of the Federal Trade Coinmi.ssion, to a

level with that of the Interstate ('ommerce Commission: and

i at the .same time to pa.ss a secoixl (the Clayton) Anti-trust Act

;

wiiicii strengthened the provisions of the l.SDO (Sherman) Anti-

trust Act, for the enforcement of which the new Commission

I n;us to have a care. That Act declared in general terms seveial

jjimctins to be "unlawful" when, but only when, "the eti'ect"

iaiiy one of them "may be to substantially lessen competition

r tend to create a monopoly in any line of commerce." The
I «Hr(|'siil)stantially " is perhaps not exactly suited to the puri)osc

t the Act : and the u.se of the term " unfair " competition in

''!:tT parts of the Act, iis well as the interpretations of it by the

ICiiirts, ningnizcs that the mere expansion of an ably managed
Iii;i>im'ss must necessarily contract the area, over which the com-

••iitiim of other busines.ses in the .same industry can have full

It .lutliorizcd the Bureau to investi;,'ate " the orKanizatiou, eoniluct of atui

I

niii!as;tiuent ' uf luiy appiopriute business coipoiatiou; '• together with siieh

Jf rmatioii and data as will enaM,' the President of the fnited States to niak.'

:-, mmendations to Cont;r<ss for lonislation for the regulation of such com
"ftf." This information "or as much thereof a.s the President may direct,

r::!;i i msile pnbhc." Some of the evils «.)Uf;ht to he remedied by its work

I"'
ladicatid ill its Urport for lau.l, by saying :—" Much legislation has lieeu

tut..i whuii is futile and often harmful because directed either at the
|a>imcatioii of ^reat economic laws, which cannot be moditied by statute;
' si the treatment of sporadic and sensational facts. Kstiniates, g'.iesses,

|prf:3(lice9. and limited individual experience have been the bases of action,
-: -.-i:: uroaa and iiual oouclu.sions based upon accurate, properly arranged

|Li-t«i of facts."
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-J IS TRUSTS AND CARTEL: AMERICAN EXPERIENCE

111, VII, 3. j)lay. The (Courts hiivi' soini'tinn'S in effect rend in thr « H

" unrctisoniible " before " competition " in the Act. What ^

really con(le!nni'<l is destructive comiH-tition. One runner n ,,

outdo his rivals by greater energy as much as he can: biit t

he i)uts his hanrl on another's shoulder to jniU him bark, wh:!-

])ulling himsell' forward, that is the unfair comiK-titi.>ii agnii,.-

which the Anti-trust Act is directed.

The puii)ose of the Federal Triule Act is t(. cnstitm. :

administrative and semi-judicial Ixnly of high standing,', whi s

shall continue with enlarged powers the work of thi' Hum

of Cori>orations : and collect such information in n<,'anl U< t
..

oju-rations of giant businesses, as shall enable a good jii.li;m.s-

to be formed on the character of the competition, which ;hy

wage against less wealthy rivals. It is to inve.><tis,';it. nv

iippropriate Ciuse; and, after hearing, issue an order .lin.t:!.'

compliance with the law. If this order is not oImt.^I, it iu..

apply to the apprnpriati' Federal circuit Court to mtHnv •:

and that mitst take its findings, if sujiported by testimony ,.

conclusive (subject to certain conditions); though n|(„ur»

the findings may be set aside by the Court on a point uf lau

This slowly matured and vigorous scheme iias exciitinr.,

interest for Britain. For her attention has been much attni
:

.i

by the events of th.' world-war, and by other causes, tc ;:.

economies and facilities which giant capitals can obtain n

production and in marketing. And since Britain's tnv tti

'

together with other causes, has in givat measure satrguai^;.^i

her against malign uses of any monopolistic power thus,>hti.ii-:

her people have been increasingly inclined to look with fa| ;:

at the beneficial n-salts of the massiv(> organization :
w hiir t ik .:

little thought as to the dangers that might arise from it. Iniu'

"combinations," when they are merely particular fminsMf
.

•

strnrtive cooperation, often bring with them such great iimt'T'.

I It should be observe.l in passing that the Anti-trust Act an'"^- ''

combinations of railway, as «cll as industrial trusts. But the oinef pr:raE.=

of the cliarKCs under it ai^ainst railways refers, to the hurt which ". way fu^^

nav inflict on customers of railways; while industrial trusts are charged ...

deprivinR other businesses of reasonable access to niariiets, ui lUt -r

and thereby injuring the public ultimately.
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ulvantagcH, !is alimist to hide from view any contraction of thi- HI, vii, 3.

ridd for the creative entiTprise of yoiinj,' businesses that they

iiiny cause. That evil might jinthahly be rather small, if Britain's

financial ami military iK>siti()n remaine<| sMbstantially as it wjuh

ItfUirt' the war. For, though history records fi^w cases in wliieh

iiiistitR'tive c<K»pcration has not after a while degenerated in

viiiii' (!e;,nfe towanls restrictive and even destructive uses of

:iRiiio[Hilistic |K)wer; yet the .simc brave and free spirit, which

hitf ki'pt British |M)rt.s opon to all products that eom|icte

villi her own, nii^'ht have contimicd to warti oti" monopolistic

[irfssiwi'.

r>!it the war has enlarged the range of things of wiiien

•he coinitry is iniwilling to be greatly <lependent on external

-ipplies: and it has necessitateil so great an increa.se in the

Hiviniie nee<led by the Excheijuer, as to strengthen the; hands

"t'thiw who desire to lev^- import duties on many manufactures.

>iith pro|)osi\ls are sometimes associated with suggestions that

imliinations for the regulation of prices shonli I be sanctioned

mil even encouraged by the State. The avowed aims of such

icoiiiliination are no doubt constructive: it is to be militant

"Illy in regard to invasions of British territory by powerful

I'leigii producers or traders, singly or in eond)ination. But
histjjrj' !>hows that men engaged in any industry, which is faceil

iiyt'nivign competition, are inevitably and almost unconsciously

iii[k.lk(l to exaggerate any indirect injury that may result to

:hc public from such competition ; and recent events suggest

iiat human nature has not changed in this resjK-et. Such men
nive special knowledge of the industry and trsule under dis-

•iisMon: and complacent officials have always been inelined to

'•'ko the jiath of least resistance, and aece[)t expert estimates in

hisi' matters with but little consideration of the unconscious

'!iis ly which such estimates may have been warped. The
inii,vis directly arising fnun this source are increas.'d, when
li'isi', who speak thus with expert authority, are associated f.r

' ;• :iitainiuent of any connimn ends, howevir beneliciai in

hmselves
: for such comlitions are specially likely to taint

in.stnictive coojK'ration with some touch (d' militant restrictive

;• ,• > 11- i>-vt-iii c'lur-^ !! Vultiiaii l;;! lein V. ill tii: lolinii

"ji'iint in this direction. For the present we are concerned with

.1.
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( is

I- lii I • :

H

III, VII, ». Anicriciin fxi)ori.'nPf to the effoct that, if thf <liuiK''r I'Kn

fotisidenihK', it can bo a(lf(|imti'ly met only by a simciiI ..rti

orgiiniziitiun ; which (lificrs from lui a(lmini«triitivt' l)t|witiii.

of Uovcrninoiit in that it conccntiiitcH tho gn-atcr |i.iit ! i

energies on progi-csmvc stmliis, ri'scnibling those of n. ;:

technical laboratoiy'.

4. Acliinix, which an Imrmlixx on a miKtll xnil,. w.i,,

become iiiJtirioHM irlieii praetlxrd on n Innje ncn/e, e.-jnml\,

l/tluir j/Krj>oxe in to ohstnirf the hhfhiraif of htixho.*.!.

Umler onlinary cirnim.staiice.s, an in<livi(lual traile>iii:iii,«:.

has taken ofience at a customer, may refiuse to deal with hii,,

but a conspiracy to drive a man from tho neighboinliiN«l. a;

render his projMTty in it valueless, cannot be justified iiii'l

onlinary circumstances. The law against malicious Imycni .

is akin t.. an anti-trust law: .•acli aims at preservin;,' tlir n,'V

of well-behavod persons to make free use of the Cnlnlii

highw.-iys of business.

Tho law and conimonsense alike sanction the me, tin;' of m

two people, or tho standing of a cart for a time by theeurbM.:

even in a busy highway. But a large a.ssembly of jiersMnsi

a collection of carts) sufficient to hinder the full us^ n| ;:

thoroughfare by others, is broken U[» by the police: ami if t!

obstruction can be shown to have been delilHratcly \h'M\-.

with the pmitoso of injuring some person's business, or nth^nv;-

annovinghiiii, it is an ot^'enee. Wnuig-doingof this kimliMnii

bo diri'Ctly controlled by Courts of Liw, nor e.ui the iiiitiat;

in complaint against it bo left to privuti' acti..n. It \m<

controlled by the Kxe^ utivi', whose ordinary coiisial>lc cl' ir-

the highway by appropriate orders; tho magistrate b.in;'rf^

in the back-ground to enforce judgment in ,iny e.is,. in «!ii

the policeman's onlers are resisted. Tho Fedor.il Trad.' Ci.r

mission has responsibilities, similar to tlu'-f of tho pciliawu.

in regard to vast hiu'hwjiys on which the traffic is iiiiiiHii-'
;

complex. Long-Continued, organic and scientific study of gfi

' Some fxceptional provisions in regard to American export trade are now

btli/w, in Chapter x\i.

Ml
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iiuis«ii'S lit (li'tail takt's the pLiec of iliu |iolii;('iiiaii'M niinjile virw III, vn, i.

,if rhc ()!)Htnictiiif( rowd; and its (Icci-ions an- aulhorilalivc,

.ulljt'Ct t' ) ctTtaif <'iiiu litioiis. It is n's|)i)iisil>lc fur taking tlit

initiati\' , and (•(tinii'.if tu a iii'ivisioiia! foiiclnsiiiii as t<> wli •Ih

iiiv jiricc discninm.ilion, i>i' ivcluMVf ili iliiijj, is a hoiin fnif

..iiistriirlivf hii.siiK'ss traii.sactiiiri ui is a dcstnictivf wtratcjjiml

iiwni It'll vrc aiiiu<l at pri'vi-iitinj^ a rival from making nso of tlir

!ii;'hway of l)usiii(ss. Tin- first plai-c among unfair mi-tliods of

.,.iii|Htiiion, which an' di'iioiinccd hy th. Anti-trust Laws, is

h.lii In j'lict' discriminations . thr chief \ nictyof wliich i- tliat

local 'icc-cuttin;:.

A dtali'r is /h iiiKi fiicie free to choost' the prices at which he

' iis his j^'oods. If, fi'i- iii-^tancc, hi' has two shops, one in the

ta>t end of London and the other in the West, he will often ask

h!,'hcr jiiices in the West than in the Kfust ; partly Ix-cause he

rannet ^"11 at high prices in the Kasf, and he cannot pay the

hi.'h Ciiar'Ms low priceslent of his shop in the West if In

'lure: his action muses no suspicion <»f malign lootive. lint

he Standard Oil t'oiupany hahitually pursui'd the consignments

!a rival to retailers, and told thi'in that, if they jiersisled

:, Liiyiii^' IVom the rival, it would sell its oil close to them at

. jiiice which involvi'd u temporary loss to itself: it thus

r .nliTed thi'ir trade impossible. It diil this so sysi matically

ui'i with such large resources, that many independent refiners

-M iiiit to it at a loss; and others, who would have entered

my pr- datory powerhf biiisniiss, retraiiiei Size wi thout

:kiv a forjjomtion beneficent ; but si/e with this evil eiidi

:ii' II! makt

;ist uil

krs it a menace to fri'ediim....'i"he prospect that a

resort to predatory jiractices terrorizes the riva! in

•M:r. jind prevents him from appearing'."

Till' duty of the State in this matter is not to hiiidi ! the

i'i;i of the gri'at forci/s of economic evoliitiuii ; e\cn s\hin

II' V involve the (h'structmn n .hi I msiliesses, wlilcll fia\e iii>

lank than that of beiii<' unal)h to turn those force;

:ie(:o;int. It

!»1-

s protectivi' inteiMii! Ion is not c; d fi

Tilt' of i

'I tor when the trust .si ts itself ti> di-'rov

nconipeteiit competitors with the truv' but it i:<

iiva!, wlu) is

" Clark, liif euntnil

I

trWf, sw Aiipcn iix .1, 3.

of IruitK, p. r.'i. As to some di- imiimtioa in retail

it.
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III, VII, I prt'imnil to stil thiiij,"* "'• K""*' M"'*''*)" "'' '"^'•''" |>«"i<' "^ tliiin

trust in cliiirxinj; l<>r thi^iii I'lscwIifiT. Thi- j^n-iittT tlir im:..

iliaU- wicriticf which tin- fni?<t Ih willing to iimk.' in ..nl
;

•

tliivc Hiich II rival otV th«' hijjhway, thr i(iv.itir i^ tli.
i„

facie roawni tor ihiiikiiij; that the iiitcivsts ot' thr jiuhlii' n-

that tho rival should have a fair chaiici' of dcM !.,|(iii,' !
.

hnsiiicss, ami attaiiiiiii,' I'cotioiiiics of |iro<lMi'tioii on a l;ir','i «-

with fifsh i'ntir|iriMc. Thr caM' is only primn f'i<i>-- !•

:

stanci', thf i)ur|M)si' of tlu' rival may Ix' to hlackniail tin- ii -

anil the ta.Hk of invistigation is thiicfoii' hoth dittinii;

dilicatc; hilt it is not impracticahli''.

Discriniinatiii;; jiiic-s arf tonmiuidy asuociat.il oitli

•diiiiipiiij^" of ccrtiiin i,'o.Mis, csiKrially hy coiiiitiirs with!;.

|iroti-ctiv<- tariffs, in forrii,'ii markets. IJiit. as will \m- m , :i 1

•

on, iho chief piirjiosc of such diimpim,' is to in.iintain y..

in the home market: the desire to destroy rivals in tni .

countries plays a much smaller part in such dumpiii:,' ih :

commonly supposed. On the other hand, the iutimat'' tiiiar ;

association of some American niilways with particular i)"^:'

trusts ha.s oaus»!d prico-discriminatioiis, aided by discriiiiiii:,;
,

railway charges, to attain a portentous |H)wer of diMr}:
,

inconvenient riv.ils. Many are the devices, hy which tli- ii

against prici'-discrimination with a monojH)listic piirixM-

evaded: hut the Interstate Commerce ( 'ommission aii'l

Federal Triwle Commission, working in unison, simih lik..i»
•

iepre.s,s int>8t of them ere long: and indeed monopolistic ^tni;..

of this kind is so definite that it can hardly evade the p'liMi;

painstaking, cajmble investigation, well supported hy author'

though it has relatively little to fear from those mildrr amil-

iM'nctrating forms of hureaucratie control, which h.ivc hith'

sutliced for most of Britain's needs-.

m\
m.
\V J.

' Tlie nature of the tank will Ijo ilhi-tiiiteil by the notes ou iiulivi.lui: ti

conlrtined in the (ollowin« ehftpter.

- It may he iidctod thut Cunadu is h<.stili' towanN iii"iin|io';. <: lifri'a •

controlling them is lens syBteniatic than that of the United St:ilt-. I'lH

-

nystenmtic than that of Britain. Subject to unimportant rcstrK'tioin.ac'

full citizens may apply to a judne; Btate in writing that they h. li.ve a o •

.-..^\.:.,t, 4,. ...,....* nn ,*.it(>,......i> tTiinriikiiu tit tiiililin intetests. iillil U>k !'

r-'.'ir*»'i'te f • ^'-f a -' I. .J...
-- f-.t_

invpHtiKation. The jud«c is then bound to ^ive them a hellrlD^^ aiiJ :

thinks a iirimn Jacie cuhu has been made out, be writes to that itlect l.
;
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.'i. Reliitiinn* hi ir/iirh t/w jtrircM rhniyfi/ hif jin- mriiuf MI, mi,

liiutu, irhfii not ftif/ntfnt hi rninpalijiiA tujahiM rhuth, ohind

ti) fhr pi'obiibte riiHtH of'" indr/M'iuh tifn.'

IlilMMllB«'t<iri' |iaHMiiij( tn tin- ninMidriatinn ut jiaiticuliir trusts, it

nmv Ix' well t«> siiy n litlli- in iKiitiimatioii <>( earlier disciissii.nt

L, til till' rflalii)tiM iK'twcfii I'DHt lit' |inMluciii)ii ami the piiri'

i\hiiha t'ar-sft'inj( tniMt will plao- u|hiii its ^uixl.s, in ihf ah?«i'Mri'

m| iiiiyj^triiiij; ineitt-nifiil to <lcMtiuetivf strategy. It han ahfady

litrn iihstTVcil that a cunilitinnal nii)i)i>|)<>ly must takr ai't'oiiiit

.>l ihi' nist of |ir<>tlii<'tiiin which its cuniiM'titins must nu'it : luit

;hi- |iiirtii'iilar tuiins uf ciiiiilitiouai hiiinii|i<ilv. \\hi('h ImIum;; to

1 iiiihKtii trust ami its ri'liitiniis lu indi'iM'tiili'iits," urr so

i.tiiiitf that therr may bi- an ailvantajjc in rcliirniiij,' tu ilic

•ubji't.

Till- niMirts 111' thi' Imhistrial Cnnniiissinn a|i)Miinti'i| in 1M(H

\ii ini|inri' into tlu' conditions ol Aincrifan labour were, till

wciitly, the chii'f antliority as to th<' <'onditions of American

tnists. It reached the following' important conclnsioti :—" The

•.stiiniiiiy lit' sidislantially all of the construction men is to the

fftcl ilial, indess a comliination has some motiopoly of the raw

Miiitcn, il, or is protected by a pati'nt, or j»ossibly ha;s sUCCeei lei I

:;i tlivcliipin^' some \t'ry jxipular style or trade-mark oi' liraiid,

iiiyatterapl to put prices at above competition rates will result

'iiiitiially ill failure, although it may l)e tem|H)rarily successful."

! timls that a shiirt-sij,'hte(l policy looks at the proportion of

iif tiital output of a certain coininodity which is controlled bv

1 tni^t : if that be large (and there are many trusts which

llcgi'trur of ISoardrt uf InvoHti^jation, who munt nppoint a Hoard for the puiposo.

'; 19 to ciir.»iKt uf thrtn- persons ; one nnminsttd on the reconimindiitidn of

milt r I- ilic ti) thi' iiui'Htioii ; and a third nominated by IhoRe two. Their npart
• |iuljlii(h«l in the ('uii.<(/(i (jticcff.^ : if unfuvourable, it may lead to the with-
ira«ral of any tariff protection which the offenders have had, or to revijcii'.ioii of
istnits; tdpther with a fine which is increased with each diiy (nfler a n rtaiu

icttrval) during' whiiih the grievance is maintained.
Soiiiewlmt similar proviMion.s are included in the Anstralian Industrirs I'l.--

•rvali..n Act I'.IDG— 10: and in 1912 an .\nstraliau Intorstate Conniiis»i(,n of
••iirfe mmiberg was net np, wliosc extensive diitiuH iiiuhuUd various steps for
ifilini; «uii conihinatiouB that tended to restrain trade or commerce by unfair
.ouipttition, (ir lu the detriment of the public. New Zealand ha< innv.-il in tb.<

anif .iinctu.n: and South .Vliica has done the like in regard to the Meat and
aipiiin; trades.

•,r* «
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524 TIIUSTS AND CARTELS: AMERICAN EXPERIENCE

III, VII,-,. cntrol about two-thinls of it), there is a temptation to ,ir?i.

that the trust can regulate prices without much att.ini i, :.

cost of production. Tlie arguuu-nt is valid for .short jk ri..il>, Ir

only f >r those'.

For a far-.sighted trust's i)olicy looks rather awMy finiu th'

ephemeral relations between t!. output under its cnntrnl anj

that of the independents: its main business is with th.' iK.t.n-

tialities of independent output in the future. If comvnicd with

minerals, it cares little for minute calculations of outimts :

mines already opened : it cares much for estimates of th.M.,M :

opening out new mines within striking range. It cans littl

to know what part of the plant owned by the indoi)en(Kiit-

-

nearly obsolete: it cares much to know what are the dithciilti

-

in the way of starting rival works of (Mpial efticiciicy with i--

own, not necessarily for all i)arts of its work, but for s..iiir nt th.

more lucrative. It takes .iccount of the iiict that, now iimiv \\u\

ever, a pow<-rful capitalist «.flen likes to push his way .vm ur

an industry with which he is not i»ei.v,nally familiar. Imt i:

which he knows tliat high profits can be reaped. Siu'ii a iwi,

in conjunction with associates who have the reipiisite tirlun'

.

knowledg.' and iidministrative faculty, and who iiavc n.iu!

o)it him, or have been sought out by him, niiiy !»• alil.- in y:

uj) a plant that will be as well or better organized th^iii tlii' :

the trust, because it will incoqiorate the mo.st advaiicnl plr.-

from the first. Accordingly a well-managed trust ntlrrts lliY

if ii puts its prices so high as to hold out the prMsp.ri ..| ^',..:

profits to new rivals, aft.'r fighting through the cainiul;'!! •'

uiiilerselling whicii it is prepared to arrange, the liwil- «

iipprar. That is to say, it adjusts its price rather cios.h
•

the cost of production incUuliiKj i»-i>fits. on which a n<'W-(..iii.'

in an (.rdinary competitive market wouiil base his ealciiliti i;-

liiii it .adds to this something for the insurance against 'V:

risk which a new-comer into its market would exiMct to lao.

It may seem that this cost "f production is ot a dirtiM

kinil froiM that which th.> producer in a competitive lM;lr^•

n.^eds to watch. Hm .nat sugg.-stion goes too far: tii.- aitinHK

betwe.'ii the two cases is mainly one of degree. It i- 'ru'- tm:

in a competitive market a producer's connection has ih tir.'.

' HeiMit. vol. xn:. pp. xvii, xviii, and x\i.
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^if

hiilil
((•' iv long lift'. He must give hiiiistlt' to hnlding hits own ni.vn

iwinst ". isting rivals; aiul it is not gciu'rally worth his whilr

•,, s|M '>t!ch care on tho (rt'f<'ts whic-h his action may have

n ihi' • eanuicc of" nt'W rivals: t'oi- th< y arc snre to appear

:ii any i ,isc.

In this matter his positi(jJi (litters from that of e\en a eoii-

.litiDiial monopolist. But he also has his far-sreing strategy as

nvil as his tactics for ])assing occiusions : and his strategy has to

lowith the costs of whole processes of pnKlnction. The prudent

Waller of a great trust will remember that, though there are

wry many men competi'Ht to manage a small business, theie

ire not many who can manage a large one ; and that only a small

jHrccutage of those, who are competent for the ntTaii-s of a large

b'isiniss, can rise to the high peak of the management of a huge

trust. There is always " plenty of room at the top": and, if

;hi' highest post is very high, the ditticulty of finding adi-ipiate

-uiCLssors to the few intellectual giants who have built the loftv

litice is almost insuperable. Youths of exce[)tional facultv are

tun t'lund in lowly work of various kinds in large businesses

i« well as small. But, as scum as they become conscious ot'

:heir >tniigth, they aiv likely to be .attractid by th" chance of

iiivtln[ii!ig their own ]iowers of initiative; and thi' lower posts

,11 ,1 vast business seldom offer as much scojn' lor that, as do

•h'lsc of a small business, in which, on occasion, a subordinatf

;;i,iy be called to ilo what he can at a task which has Ik'iii

-^ippiiscd to be beyond his j)owers. Ii has i)een justh' said that

-;iiall businesses are the nurseries for the best br.iiiis in large

li'binrsSfS.

The ttiist must llicrefore reckon with the ]iossibilii\ ih.it it

wiil n.ii continue for long to have ,is large a share ot the best

ii.Miiiss genius of the country as it iiad, when it tiisi aeiiic\,M|

t- s.iiii-inoiiopo!istic jmwer. Its capital mav enable it to

itliiij all otiiers when a new im]iortant patent is to be sold:

'it the We.lker successdl's of the strong men whn h,i\e created
•- ^ll(•(•.^s may fail to appreciate, and even to welmme. the

: liiiis 111 men who are stronger than tiieti:sehes. it seem>

i'r"!i.il)le that thi' cond)ative phase of monnpolv, introd.ieeij

';' >"iiie iiidustri.d trusts, may j)ass aw.iy nioic (piicklv than
;ii.tr jiliases in times of less rapul evolution. Probability is a

i I

^ 1 I

I
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526 TRUSTS AND CARTELS: AMKRICAX EXPERIENCK

III. VII, 5. cliicf giii(U" ill all iiuittei-s: it is the only i^nulti in ivganl t.,

matters, iw to whicli the itresent age can find no close jiri'TOliir

in the jiast, and cannot expect to yield close precedents u< tli.

liituro. Thus there an- many reasons why a trust shoMiiJ n.'

make use of its semiinonojxjlistie jx)wer to put its pritv imii

iihove the level at which an indei)endent business couM ].nKliii,

if not hampered by the pressure of the great giant : tiie ]).i1kv

i.f destroying independent rivals in order that it may liiiy r.

price is not so much to its own interest, as apjK'ars at tii>t snjir

But this consideration may have little weight with li.,;;

enterprising men, who value success for the proof of [diwr

which it gives, almost as much as for the wealth which it lirin:-

And, since many monojM)lies owe much to the jMiitial excliMi!.

of foreign competitive products by a protective tariti, th.n

.seems umch force in the suggestion that, when a ((HiimiKlin

protec-ted by a duty comes under the control of a conibiimt!"!!

the duty on it should be revoked'.

' Francih '.Vttlker, ('iiu*i»i)/ Iriint* and tame remeilic* for thi'.n,
i>.

i:!. win.:.

to til.' i)ri'Ci'dcnt sit by Canada ; hoc abovi', p. 52:1 fii.

Jl
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CHAPTiai VII'

J

TUl'STS AND CARTKLS: AMEKR'AN KXl'KI'JKNCK
CONTINUED

1. The Untted States Steel Corjionitioii /a n iniiijue ni

ii'j'jreifiitiou of tiifiHt/ yiaiit hiiMinexses : fnif if buds, rathi r

timii eiintntls, the steel hulnstri/.

Wf may next consider .somo illustnitiuiis nt' ;i j^ciu'ial riiK',

uliicli lias already been psirtly indieated. It is that an ai,fgrf-

.Mtiiiii so powi'i-fid, as li> i»e a represcntiitivc " ti'iist " in the

livstnt use of the teiiii, is likely to be iiniler no threat ti iiipta-

;iiii to have recoiwse to those exeei)tionaily cruel and inali^ii

1mis iif coni]>etition, which have tr<'|Ui-ntly been used by a

iii-iness on its way to obtainiii<( the doniinant jH)sitinn in an

linhistrx. Moreovei', when such a dominance has bet'ii lone set

iji, tlu' leailers of the business are likily to be well advaticed in

\.ars; to be si.'nsitJM' to public o|)inion: and, above all, to ha\(

imt that. thou<;;h a triuniijliant pleasure attaches to the attain

ii'iit lit ijreat riches, th ir possession docs not insure the full

!n;itiiiii lit lite. A man may ha\c used tierce, and jM)s.sibly e\cn

- ;iit.'wli,it unscrupulous, metlio<ls of combat, while still un-

'^^taiii (if success: and yet, when he has fully attained j,'reat

'iialthaml power, may jx-rhaps use thise cbietiy as means bv
•iii'li he (an earn the respect of othei-sand of himself Instances
'' 'lii>, uhile iHii rare in olil countries, are specially conspi-

' jiw ui America: and they aj)[Mar to be contributory causes dt

-'!•' tmiii iiiv of some trusts, which ha\e had troubled courses in

irKilay.v. to take on a nulder character, and to act with mere
ivtiil rcjr;inl to the interests of the piiblie, when they h.ive

•i""!- attained .almost irresistible power. But uidortunately the

'if'tul |Hisition thus attained de|M'nds in ^reat measure on

i'^^'iiiil anil other couiHti'.ns, which ,ire liable to chani'e: .and

111. I.

n; tM

J 1

'
' H

<' I

!: i'l
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:ii. \!ii,i. Aiii'Tifa i> ill iici \v IV rcliixinj; \uv . n.-rs^ctic iiiH -li.

they :ir>' piui.-.Tiiii,' till' wav t'lr till' rf>t "I in,

IV I'xainimn^ ; III' r

lowers li.r I \ il, a.s w

v|,.,ii>:lii!ity nl' lli'' State m le

•II ;is tor tfiiiiii. Nvlnell lilixieli

lilli lUi'l tlie hand hvllC M L'irre''at leii- ai

•latliiii.- '\'\i> fat'ts wliii'ii

•t' !n"!li>jii

|,,llu\v 111 tliis cliajiti r, an

illM'rMtlVi' <ir even tullv lelU'esellitiltive llist(

ll'ii Hi

irv tinV

~, 1,'i't.il iiieiviv a> iiariiciilar illu>t niii'iiis 111' lu'iiatl \i lullw

It has alleady hrru uliserved (aliuVe. II, III) thai ui

tiunal c.m.biuutioii »i I'aiises has pnminle.l eeii

heavy steel iii<lustries. Vv the liU'tuI call |i

tile

iiiaiiv sta^e^ \vi tiieiil ever -I'ltin',,' I'ohl :
waste ^'a>

tu ''elU'ia te Imrse-j iiiwer to lif api liirecth

:'tri<'itv: iuitl iii.ul> ciu'iiiKai and otlur i ''hii

find laru"' sc'iipe iii the siiiireiue di

TIP ..-esses. Ivullillg mills, ell'^ille "-lie]'

lil'ectioi) of niaii\

tc, eali etleh til 1

iti. 1) iti -lack tunes \\\ ell!,;, 'ill'' and I'eiiaii III;; ll

il allid aliiive al if till llllllr
iilanl. and that etih.' tuni.-u. :

I-,, lis el- jilates. which haplieli

l.v sli"ht thiws, ean vet lie tiirin d to ,'ic('o!ini m |io-!- ;.t ii-

to have lieell made tllllii :;':

luiisiliility about the mines, the tiini.K

1, which DWiis the necessary -.ii])ii!ilies ol co.al llli'l ll'':|l

a \erv stroll'' n. <ilion : .iiid oil! one, that lacks the- ,iii',,iiii

likelv, a tier falling; m ilitHcuities. to he wilhii

A iiiii- hiise that will >ield a jilotit to aiioliicrlii^

which I- liiily ei|iiiliii

'I" lesc c illdi; I'llis

itriliuied towards the lormatioii .

Ill the ne\l rhilitrr,

,| the (ierill.ll, Si" l->

1 1 1 loll '. w hich IS the iii"s; tar-rearhiti'^, thou-h ii'.; ih'' i'^

Iv est;d)lished of ,ill cartels; anil till ir ielldei:
ir.iii

_

'iaiit consolidation in

(•V !" rP

Aiueri I,:i> 1 leell si ivli.;tll> Vr

au-e' For, ill' ii'jii It til, It a '-.iji it,il "I >'•;

I'.llioii [("iinds sut'u 1
- .1

• t ol tulU ellicit Hi -li'l V.

t pie- 11! tol- th' ' 'lllll'lLl'

vt a lu.-ioii "t ''''^

lifier.'ii' l>arl- ,f 1 Ic ( olltlll'llt of .\lliel !

in--iiii la ll'' -a\ni'. -'illlUlL' ' c

work-, wl, 'll 1- h.-t '1'

h , I'j.r I" h. U

lo| II liV >l! U.it loll

d ti''' 'i"iii from '• ::• !
. ii-,'i;'in' ii!-- 'I'



THE UNITED STATES STEEL CORPORATION o29

Airiadyin 1 900 Cdnsidcrable progress towards such expansion Ill.vuj.i.

i(i tir-inn had Ih-om madf hv 'he (

'il iiiiR'li of the best iron

Aimnca. In l!IOO<ii.stiirhanc

irni^'ii' Company; wliich

fig purposesorr ,i!i(l coal for fokin

cs were f hrcatont'd by propose<l

xUn'^ions downwards of «oinc of the hiijht r stage sU'el biisi-

.ssfs; .iiul by plans of Canu-giL- for rnakinj,' a railway of his

to carry much of his traffic, and bv other dcvdopments.
brniiijht |)ow<'rfnl Hnanci^d interests into the field, and with

notion of inorio|K)listic advantage: it had not

motivi- for expansion; but gradiiallv

lh!S

Tit-m fame th

;rrviiiii>ly appeared as a

>' to a level with tlie pursuit <pf technical ethciencv.

Stress was laid on thi' inevitalde ris

projierties owned bv th e C'lit

rise in the value oft

ipanies, which were ti

ne iron

,'ii;i!giiiiiated
; a/id, partly for this reas the favourable terms,

huh Carnegie claimed, were conceded !,, hiin. rilisiiatelv

:ir!\- all the i)nncipal steel businesses were fu.sed into the
''Mini States Steel ("orporation, with a total capitali/.at loll so

'f the market values of th

'r"iri. iters were able to take, a.i:tl.,M

n ailU serurit les, whic

e constituent companies.

s t heir own remuneration.

h w
'II il-llars and soon rose mu"h in \

lii^ aiiia

ere wort ii at the tiiii

h

le collie sixtv

uaiiiatioii create'l an epoch, first by the methi.ds

•<ioii, practical I

V

lalization
; and .secondiv bv the adn

"1. that the additional ecoiiotiiies <if iidmiiiistnition to b»

iiv an increase in thi sl/.e of in individual es

dualh
tab! ish-

v (Iwiiidle a> the si/e increases.

Iti' s.rniid puiiit may be taken first. Several hundred
iritc properties were inclmled in the gnat amalgamatini!

:

111 •'VI ler to k. •p tfie >i;l)s,cii,iry eompanies efficient. Coll-

aiit(.lioi, V uas conceded to each of them. Hut, lest

'"•nshMiiid regard tl^- ,.ihers as <-o

"liilioratf protit-sliaring plan w.is si't u

nipetitors rather than alii

ri-

j). iiuiponing I:

t til. i'p snieiit ,ind die other otticers iit each in th
'n- "( all the ..tilers. And meanwhile th.' :

>-iiiimlat.>i| by >et;iin^ belore it the ambit I.

m

-''"..1 as, or b.'iter than, th.

"'T Ilk.- i-oiiilitions.

ill'' laark.t \.i!ues ,,f tl

ity of each

anv otic 1 doiiii

show

Ilk

lilt-

V worl

II' \ari..iis comjiaii!'

•I lolal ot eight liumired million .l.iii.'

incorporat.'il

vhieh,

:i4

ac-

^f-"^

i^-Hi

\ * '-

i i

Ii

i if

•i !

X -. .

I < <l|
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530 TRUSTS AND CAUTELS : AMERICAN EXPERIENCK

m v... 1. cording to the invt-ntigatioius of the Hure.u. o\ C.iiMniti.r,

cxceed.-d the t(,tal value of their tangible proiK-rlus by »n:)

one hundred nullion: but the total capitalization .f the rnix

States* SteeK\.ri)oration in 1901 (including undeilyniK !,.«:

.tc.) was fourteen hundred uiillion'. The greater part (,t ih;.

exci'88 is appanntly duo to the valuation of the ore \,u,[n':v...

which the c.natituent coi«i)anie.s had reckoned at one huwlr-i

million, and the Corporation at seven hundred million; !h>

may indeed fairly be regarded as an instance of tiie ciuum

practice of promoters of a fusion, under which Tref. rrwht.«

is issue<l t.. the full amount of the visible proiK'rtii-s »i ti.

several businesses. E<puU amounts of Conunon stock, ^-n. i.

•

purchasers of Preferred, are understoml to represent tli. jj-i-

will of the businisses fused; together with the vuliic ut :!.

additional earning ix-wer, which the fusion is expect.d todr;.

from its new ..eonomies, and its monoi^listic advantas-s. T:.-

practice of capitalizing good-will is not altogether univa>n,,:,k

but it has been the cause of many abuses-.

The values of the ores own.'d by the Ste.^l ( 'orpontmn h

ris,n greatlv sincr l!)Ol : its chief businesses hav Ihhi .a-

.vllnitlvmanage.l; and, even before the great war, .t> ..cnr,;:--

n.se sufficiently to make this high capitalization apiHariiuU :;

unr.-asonuble. But of course it owes much U> tin- IVut.ct.

tarit which enables it to sell some of Us goods at lugluT prR

thui tbosr at which similar Kurop.-an products e.mld oth.r.;,-

ha^e been obtained.

It has not attempted t<. regulate prices indcp.ii.kiitly: ^.

has tak.^n counsel with its chief eomp.'titors as tn th- pr;.-

which the market will b^ar. Its had has g-nnally 1^.:.

willingly toll.'wed; and inderd there aiv somr who tlu.u ^..'

its stat.'-smanlik- l)olicy has bren .veil more .advaiitaj;.-..,,.

some of its nvuls than to itself: eortainly its bus„u.>. h-:.

,rr.,wM as fa>t as some of theirs have. At least mn.-tmths.t ^

total ste..| output of the n.untry appear to !).• now n pivvnt... •

,1,.. ..„„trivnc..s, hel.l under its h.v.l.at which sch. dulrsnt F

and oth.T matt.is aiv arrraiiged.

> S.-.- tin. lUport nj the llun;,u vi Cori>oral,u,i, oh H"- SUrt l,di,>m.^

till, vr. nil) iti'.t iiml :i"o :w--

- Sfo al)ovi-, ]<\i. 'i'A') "•'.

hi



THE UNITKD 8TATK8 STEEL COHPOKATION 5St

The ptiHition is however net free from luixiety from the III, vm. l.

national point of view. Kre lonjj; nt»arly the whole of the iron

(res in the country may have been explored, and be owned by

a few ffiant businesses, acting more or l<?ss steadily in concert.

The gnat Trading Com[>iuiie8 of y«>re worked for some tiiiif

bnively and steailfustly for their own profit, and the prosperity

"1 the country ; but, as time went on, the places of active

Vitittirers, strong in their self-restraint, wen- filled by weaker
men. inert and greedy of gain. No such extreme deterioration

IS indeed likely under modern conditions : but there may U-

incrciising need for vigilant study, on the lines set out for the

F'dtTiil Trade Commission, of the action of what may become
III trtint a m()no|x)ly niany times more jxtwerfid than any yt-i

known. For it would hav*- 'its feet Hrmly platited on the

LTiMinii": that is, it would in great measure control those re-

vinnos. supplied by Nature, without which no rival to it could

iiiikf hi'adway. K\\i\ incomplete monoplies. thus plante<l.

in- likrly to be more solid and durable than ap|>arently stronger

miii(i|Hilics if bitsed <m sujH'riority in manufacturing technicjiie.

-1 III Imsiness ability, or in financial strength; or even in all

Jiruf together.

This class of consideration applies to .several other American
iiiuiistrie.s. in which there has as yet been either no monojjoly or

nly a hn-al mi>no|)oly. Fur instance, the Reports of the Bureau
"t Cori)orations on the Lumber indu.stry, indicate growing
Muli'iieiis to loealcimceiitration of ownership of timb«'r. Timber
^Hiiilsurc already becoming rather scarce; and a powiTfiil financial

Hi v.'iM.iit. to concentrate these concentrations might develop a

".tiiiiiTMis nionopily of timber. Further, lands, that hav.' b.-eii

I'lui'l'il of timber, are commonly .sold at low iiriccs, and, it

If'Uijht lip by strong capitalist.s, might introduc- a hilli.rt..

liiikiKiwii trndeney to gigantic uwnershijis of .igrieiilttiral l.tii.T.

Aj,MUi,ilif Hureauof CoriM)rations haseallcd uliciilhin to ilir

iiiiijH- that the chief sourc«>s of water power may be exploited

' On the .jtli.T liand the Industrinl Corurnis-^ion itself su .•^•.•.•.i.a i- luhiiiii-
ti uima.r proper siip.-rvi.mon " as a rnii.-,iv tor tlic svaste ,)f imtiumil r. ^o„rc.-
••JivM 111 thii im,, of tim. anthracite coal for purpoHes tor wliu'ii ihfinor ,-n,u
• i.a sumcr. .\ii iiidiviiluul coal owmr cannot iimtiTiiillv ufffct tiu pmv of
.liu the wi„t,,r; and he will suffer, if he ha.s not kept'h.K men t .^'. th^r m,

'>" sumtutr while others have done ho. But a single corporation. owniiiK the

; h !

"

i
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ill.vni.a. by a few MlroiiK nipitnliNtH. It i» tru.! that itH pric- i.ms' a

thf lorif? run bt> govt-rni'd by the price .»f pwiT ^'i-iunittM ,

coal: but the great excesH ..f the est of such jh.w.t i.vtrrr,,

of i»ower obUine<l from water on a large Koale, may wi ^

mom.polistic revenue, which projKTly belongs to the Stat. ,,n'

iue<lH to be jealously controlled.

2. Tfie fMtinr of ejTeptioniil rountnirtin nhilitij. /»,„

hined irith aMiite drMnu-tice. »tmteyij, in iUiixtminl /»/ lU

hktoni o/thc Standard (HI ComiHUiy : !tA,tiiia„cinl ^im,4

has ii'radttalhi oremhadoiird a vo,i»akmble i>art n/Amn-i

tiitsincg.'*.

Attention Ims already been called (III. vil, 2) tn :h. !.•

(1) that the Standard Oil ComiNiny was the tii-t tn
,

:

stitute a "trust," in the original sense of th.' term
.

(it tn-;

vepresented an association of businesses, etTective l..r Nirtt.,:

purposes, but >et evjuling the prohibitions of monoiH-iy, «i!

the law-courts had based .>n the Common Liiw), and (•2)th,r ;.

remorseless umierselling of rivals, with less cajiital th.ii. itv >;,

who were making good supplies at reiisonable prices m iMttici .r

localities, was a chief cause of the stringent legislaiinti a;;;ii:,-:

loeal price discriminations. But the ComjMiny has iievii iiui .:

approach to a monop.ly of the sources of supply of unmr.il ..

Its juonopolistic p.wer has res.'iubled that of a railwiiy, w'n »

network practically covers a gn^at district; while it !* ul'l' :

eviwle any regulations that may re.juire it to give t;uilitk-:r

;hi' trattic of other companies to pass over its lines.

It began with a comparatively small group "t ln"- ^

pil^-, and could do little without the aid ot railway>. l!i.

otier.'d very large business to some of them
:

it phiy.'l

,„ie against another with great ability, not dis.lainini,' on .;•

iiitiuences; and it was thus enabled to indue some "t tmiii

curry oil for it niort' cheaply than for its rivals. It liami-:-

hose opponents not merely by selling at specially 1"W |.rK->.:i

:heir neighbourhood; but also by paying for a tnnr \.Ty hi.S

whule field, nii«ht a.) l.etu-r for Xhv .oiiiury l.y rtfuHiii..; tu ^. i" "'''^" "•
'

^umni.t ; uuJ •Uowint- Mjiut- >,t»rcily u{ coul m Uie wmttr i., i»i~ it* H -
'

tUiintly K fovtr the c.wl ..l' altracliug m.nerb luck lu ll.f lul.- autuu.., --

Uie dvmftn.i lor labour in a^nculturf. bull.linij, lUv wii» »lucUnmg.

Hi!
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prices for cniile oil from any wells, fridii whirl

ixijccted to derive his supplie.s. It worked

533

1 a rival had HI, vm.i.

nil these plana, in

. tarjw not e.stoppinj by the law-courtw, with ^reat ability and
.rsisUnce, and in ninny fields of enterjuise : in.somuch that,

thiiii^jh it IiimJ a capital of oidy a million dollars in 1870, it was
TiivinK forty million dolhu-H in dividiiK^ iti 1!(07'.

Again it took a leading,' jwirt in the u.se of bojr,is independent
lumpiiiiies and fighting brands; which it w.sed to destroy rivals

iM jihucs where its moiioixjly was threatened : meanwhile it

!i,:iintaine<l high prices where it was exempt from competition.
Abti^'iis comiKiny, really owne<l by the Standard Oil ComiMvny,
» .uM nrt'cr f,'o.Kl oil at a low price in the neighb<turho.Ml of
.l.iiuxi.ms rival

: it woidd search out his custom. ts, retain

rtOf.tpies for the purpose, and ott'eroil to them at except

an

ional

competition,iris. Kveii where there was no urgent fear of

iiniliir company, representing itsolf as an opponent of mono-
fly, Wiiiiid turn a prevalent anti-trust sentiment to the ace'ount

. f thf grrat trust. " Fighting brands," which it seenm to hav.

Invll tlic tii-st to use, are 8omewh;it analogous to the fleet of
ri.'hliiig .ships." maintained by th.- Hamburg American

iil«iiy to underbid obnoxious rivals'-'. These brands diff'ored

m those in ordinary u.se: but they couhl brii: iiii I'sscii ti.il fr.

nm 1 t

•r militant purpo.ses at low prices, without atfbrding
rge of "local price cutting "; for they were

s.lil at higher prices anywhen
rill' ("omiKiny was indeed di.s.solved by a Federal Court III

'12; which ordered that tli shares of all its const itiieii

should be divided among its sharehold:i]):llllc

'i"M to their lioldinL's iigs in it. }5ut nine strong men Ii.

ers in pro-

>ld

; ii

ii:

}
'1.

\.m

' U iU.u-<\ -n'lit fore-siKht, and wbh .luick " to buy up l.iu(l.t ttlong the route
-:Cii 11 rival iinc wii^ to follow, or to securi- riKlits of wnv of it^ own accvss
: " Midi r iiittH, „r to .•nli«t the support of railroaiin in r.'fuHiDB to a rival
..:• of wav airoH.s iis trackn " lll,;„,rt of th^ Uiir.aii nf <\,rporaliim* ,m tin-
' 'V."» I,„l:„lry. 11HI7, vol. .. pp. -Jl. 24, •«). Th.. sua.- of New .Jorscv bii.^
i.tcwA 1111,1. rtakniK^ (l.'siniiK to evade tli.' law*, which luaii.v other State... liuve
•
i. for tin. jrotectionol the public: ani reKi^tratioii in thut State h.i.- helped
Mand&r,i Oii Companv in re8trictin^,' f.*.ilitieM t.) other, for u.e of the yiain^,
•'lilii'v,uii.'ht have demanded fruiu its pipe lin.'s, as •common carrier.s'
' Uie ,»nu- n^imrl. vol. i. ch. v. m: and vol. ii. ch.i. x-

>*':»aU.ve, p. 4:i.-> fn.

-Ill, summarized on it

r= s'l

:i.
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111 „n.:i. iH.twm. th.-ii. in.ml "f th.'HO n.w Mhart-n; .iii.i, if th.y rum,,

tu work t<.K."th..r, th.. ix.licy "f all th.- r..nHt,iti..-nt .o.ni^r,

n.av n-niam as U-toru. l'r..bably cautions counm-h will |.r.

at I.MU.t for a Uum- : an.l whon thoH.' nim- men [mwh »wHv.th.

.iisH<.luf i..„ Ml th." Coinpaiiy, which ih at ,m-m-nt lu.T.ly i.unnn.

may Im( oiuf n-aP.

:i 3/»MO/«>//W/( r,„Ww/ in th- UAuirco iinlnxtni <f-u

umit tToHomh-M iu uuirkifu,!, the huge profit* "/''" T"^"'^"

'tri,»t tempt,, t it, and ,nttNe,l it, to nMe »fr,>„if m,,w,m,hr

the soippreHxiou of interlopers.

Th.' tohiu-co in.luNtry has no high t.*-hni.|m. which .alh'

th.- C.-.IS.I.HS .n.iKi.'H "f a n.ultit.i.l.- ..f iint-ntui-s; Imt ..,

n.an.ifacturinK' htiHin.ss s,K-n.ls much ..n pn's^mK' u- l"-iu-

.,„ the nutic- ..f ntail.rs ami uf th.- i-nhlic. F-r tl. ^:

;

.,th.T nasons, manv stafsnun hav th..u«hl tha'. a (..un.

M.cntal m..n..,H.lv ..f tuha.-<-o cuiiUl !..• m..r.- .iusily an.l Mur,..s|,. ,

wurk.Ml than any oth.r: an.l that it c-uM !..• ma-lc ... yiow

h.gh.r n.'t nvvnii.' than lonl.l »..- got from ciston,. :.n.l.v>

,|„li..s .m it; at all .v.M.tH n. coiintri.'s with lan.l Ii..m1i.^ :

hich jHttvsn.uKKlinRof tol.a.-.-o<-annot he .-..mi.l.t.ly M-tj-

1

Sn.-h n.nm'.p.lics hav.- not h.m v.ry su.vNsful ;
lurauv. !.• .:

task is r.-allv n..av .litti.-ult than it s.-.-nis
:

an.l ( loMimi. -.

officials hav." m.t th- .-mTKy. th.' al.Ttn.-ss, a, ! ih.^ -i-

facnlti.-s of fine .lisc.rnm.'nt. which hav .nabl.-.l th- n.ai..:
-

uf th.- Am.-rican Tol.a<<-o ('..miwuiy t.) an.as- vast u.a'h-

a pirtial m..nniH.ly of t..l.ac.M, ol.tain.-.l by al.l-' ii.aiia," :'•

an.l stratc^'ii- marketing'-.

Many «*'"' busin.-ss.-s hav.- ..w.-.l th.-n- ln>i sm.t.n-.-

th.- i...ss.ssinn nf iiniH.rlant i.at.-nts ; ami. in spit.- -.f it«<

t.-chni.|U.-. th.- t..ba.-co industry has ..tV.-r.-.l s.,im. m^

l.at.-!.ts. In 1KH4, wh.-n ci,i,'ar.-tt.-s wen- .-..niii.-.' iiif ,s"'"
'

. W H V«n.l..l.i!t, « man -f l.k.. menial .irurtan- witli tl.nn. I'"t
'

? • "^

Vunlv con.truot.v.- ,M,r,,.,.o. naul .,f tl...... : - 1 n.v.-r ca....- .n n.„.»c. «..'

'

;.l„,Hof m.u a« nma.l an ih.y «r... I .l..ut Mu'.r Ih.il. ''>;''''-;.

.na.-t,n..nt or .tnv.l.inn .-!«-. y.-u <•..-. k.. p mu-U m,-n ,low„. I..--^^ ;

,1... to,, all tl,.- I.n..." gMot.nl \,y Mi-H T,..l,.-ll, lli»"nj .', ,h. -'
"

<

I .imimiiy. A|>l)tn.iix TiS. ..

^ An inntructiv.. Ktu.l.v of tli.- caiisrs of tt... -n,..!! in..;......- of s, .,. -- a

l,v (}ovi...ni-..l tob,M-c-o ULinopoh.-* i- ^'iv. ti l.v M» Is.l.-n, /
» ^'

'"

muni»^<iif«r.T iimf (nii/iT.

^11.4
"

ii
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favour, H ci>(iirt'ttc iiiiichiiif was iirtNliiccd which miiltipind III, viii,3.

iftv-f^il'l tho output i>f iin KiKTiitivc. Sucfi'MMivt- inipr<)Vi>iiiciitM

ri thiit mat'hine net up 8tr<>n^' cimiiH-titi.in niiionj; thi- li-iidiiix

Vimriran timniifiictunT« f.ir iiM|)<>rtniit, imtrntN; ami by IHOO

i.iirly thf whi)lf "f the tradt' in ci>,'ftrfttcs w.-w in thf hands nf

rivi firiiiH; each of which K|Miit lavishly im advert iwnifnts till

IIKK). vvlu-n tluy aMJiiipiiiiatrd. Tho new tniHt fxtended its

iHTiitii'iis itito other hraiichcs of th' tohacco hiisincHs : it

i,|M|it»M| th»' ordinary evil dtvicrs of luij^iis indfjM'nd^rit com

uni.s and "fighting brands"; and by l!>l(t it had aci|iiinMl

Miir-fifths r.f till' wholf tobacco tra<li', cigars alonr I'xcfptrd,

Is t'v|)i'iiscs were rt'iativi'ly low in buying', in ailvcrtisinj; and

ii |iri!iiiimis to inidillcnirn ; and "its rates cif jirolit v. ere

nlin.irilv iiiorr tli.vn double those of its cotnpi titors',"

It should be ad<led that the Sujaeine Court dis-jolved the

list ni 1!M1 ; and divided up its property ami business anion:,'

-.u'li "successor" ooin|*anies. The securities A' these com-

;i,inii'S cdiitinued to be held chiefly by those who liad helil the

-.furitirs lit the trust; as had happened when the Oil trust was

iiisdlvtil. Mut the seijuel has been ditVerenf, The successor

..Imcc conipani's eompete with one another in consiilerable

!ii<'asiirf : ;ind tluy sjHMid more on advertisinj^ in various forms,

nil oil other expi'iises of marketing; than the trust needed to

. Tliritfiire iluir net profits arc less in tln' ai(i,'ret(ate than

s I

I.I

Ii'

I
i n:

U> ^a'rt III Cii- lliiri'hi III l'iirf)iii,itiiint mi shr liil„u,ii tnilntlrii, I'lirt III.

',
I'.

). Till' ItMilInK tirm in llir niimlnRiiiatioii •' nim valind :it ljr)ft,(HK) m
I Wiiliout otlur iiilililinti.< limn i<nrj>lui< ciirninL'-' tlif pur vuliip of ilic

• iir.iiis 111 till' iMiil of 190M aiiioiuit.vl to iH'iirlv tV.t.lKMl.lKX) : or l")i; tuin'* tlw

., ulv.iliir of till- liii!<lne«rt ill IsK'i.. Tlu'iii i-noriiiiiiiH |iiolltM r<>[ ii|uiii tin-

:i"P"ii«lic iiilv.iiilii'i-s olitaiiiid in tliii imlimtrv tlirou'-li ccnifi iiliiitinii of

nir.il" illi l',irt II, r.lll, p HSi It U will known tliiil tlii" Ampricnn 'roliici'o

Inipariy^i invHuinii nf ilm llrili«li inurkit l>il tn llii' uiiialkiuiimlion in llMil i.f

..It'll ..f ill,: l»l.'r-t liritlr-ll liill.U'UO lillnilU'nHt'H, llllilrr tilr llillllf of "Till.'

.
-l" :;,i', T.il :irrii (',';i.|i;i;i_\ "; tliat 111. tvvii llll^tK f.ii'i.'lit li 111 for n ynir : tiim
'tir 1

1
,1 vv..il,in!' iiTi . iiu'iit. iind liirillv sot up tin' Hritiih AmorioHn Tolmiro

t hjiany : i cx|o.t hi iDimlrios i.iIi.t tliiii Hrititiii uinl AiiiiTioii. In I'.tO'J tin-

"111 ii C Jiii|iiiiiv jii.l uili'i.'J liii^'c I) iiiii-i'- t.) iI.mU-is wli.i un.lirlo.'k not to wll
•iiiM.'iiii -..(mN f,,r ii ! rni "f Miir-. Tin' Aiii.ii mi ("..inpiiny r.'plnil liv an

iTui.'iiii 1,1 t'l'it nil pi itiisoii Aniniriin -aliM in Ihitiin, to/i'thrr wiili t'20*i,ll,Ht

:
roifii iif l.u,r years woiilil lu' itinlnlniti'.l to tlu'ir custoini'rs, without re iiiiriio;

- I'v'^ai if Dtlur niuDUlrtOiiiivrx (/(.. I'lul I, pp. IC'.l ; iiii,l HI;!, 170i. I'ii,..,'

. .ris - i--,<t til.' n.'.il tint in.iv hiI-ji' iveii in Itritai'i for tlif aiilli'iilali\e

Imci' .,f iii,i|.|„ ndi'iit pio.hici'rn a.'.iii-;t nion'omliit-.

ill
I

I'i *|
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fii

iliiiilji

III, vin, 4. were those of the trust, and tioin their point of view tiure ;.

great wiuste. From the public point of view there is snu.

wiiste : but the diversion of profits from the owners of thi- tn;--

to middlemen, is not so nmch to be regretted as it WduM !..

in the case of an industry, the leadership of which calls k
inventive and constructive ability of the highest order ir,

almost unlimited quantities: on the whole, the dissiiluti"n :

this trust seems to have been a gain. We now pass to pmbleni.

similar to those raised by Deferred rebates in the shippin:

industry.

4. Inmtence on exdmive dealing, and other tijimj dni-

tracts, are penerally harmleas on a umall ncale: hut, H-hm

used as aids toirards monopoly, they may be misddei-im.

The Tobacco Trust at one time refused to supply anyd iirr

who handled competitive goods. Regular dealers sclil'im saw

their way to abandon the whole of its products in favoiu' of ;;

relatively small producer; even though he offered a few thin-v

which had great attractions to consumers and promised hid

rates of profit to dealers. Partly because rival tobacco conH

be retailed as an adjunct to various businesses, the trust diiin-:

push this expedient very far : but the International Harvest r

Company even insisted on the dealer's keeping in stoeka"f!i!;

line " of all the company's machines suitable to his business'.

Similarly the Electric Supply Company refused to >n.

those of its products, i)n which patents still ran, to anyone wb'

did not buy exclusively from it other products, the piittii:-

on which had expired. Complaints against similar action ly

patentees of machinery for use in the boot and shoe industn ^

have been numerous in America: and more recently in Britun.

The conditions of British industries seldom call tor strni,;

authoritative intervention in such matters: but they h:r

attracted much attention in Canada and Australia. Euii in

Britain an Act of 1907 prohibits conditions, which prevent am-

' See the Iteport on it by tlie Bureau of Corporation-, r.HS. I'P- ;i04— 10. ;

KconnmUt of 7 September,' 1918, report.s that it has recently been dissolvtd l}

the Supreme Court, on tlie ground that it wa^ so large as to make the rcstriw n

of competition direct and substantial. This decision, being indepemlent otacy

proof of actual exercise of the power of restriction, may Lave farreaohing c ::

S('(iueneea.

i! 14
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,ine, who obtains or least's a patented thing, from using any in.viii.ij.

article supplied by a third person. This law can be enforced

eariiiy; though the larger undertakings involved in the American

hws of 1014 could not be thoroughly enforced without the aid

uf a strong permanent Bureau or Commission to search out

the facts n.'^ded to decide whether any exclusive, or "tying,"

contract i . Js "substantially to lessen competition or to create

A monopoly "
; and thus to set out a case on which a law-court

can piiss judgment. For the cpiestion at issue is not whether

the actions to be restrained are wi-ong in themselves: but

whetiicr they are "unfair" methods of compecition when used

hy powerful capitalists for the destruction of weaker rivals'.

Unfair competition in this technical sense is iKjt to be

classed with criminal practices. But the feverish pursuit of

wealth may induce men, capable of great work, to drift into

distinctly criminal courses-.

.j. Dijfficidticx in the vai/ of /orecdsfintj the future of
tmfs: especially in regard to their iiifneneeou the stnbiliti/

I'fmluMnj and trade.

The future of an individual life can be in great measure

piwiifted from an observation of its earlier stages; becausr

hiiinan nature is relatively constant and our knowledcre of it

has been accumidated thnAigh many centuries. But the

tiiture of an economic tendency is more difficult of prediction ;

because it will be governed by conditions which have not yet

SiKaking generally any vessel may steam down a river at such a rate as
i- convcnitnt to itself. Hut if bi^' ships, in competition with small craft, are
char;vd nith raising a hi^h wasli on iJUrpose to injure their rivals, questions are
!u.\'t«(-J, which cannot be dtciiled without technical guidance.

Attention is called to the Dritish Act of I'.tO? in an excellent compendium
:-iat;D;,' to Trmt Itiwx and unfair competition. publislie<l by tlu> Bureau of
tori.oriitioiis, 191,5.

• riic National Cash liegister Company, whose technical achievements are in
';i!^ ar.=t rank, has been convicted for malicious libels in regard to competitors

;

ni tor c'l'-iu;; its agents to injure internal parts of rival machines when in
ictaal U-, 1 biniilar practices. In such cases the Bureau of Corporations ha-
rtDaeial i;ood service in obtaining evidence which could not be got without
"Ut expense hy the relatively impecunious competitors of the trust. If the
K';n .i.id believed that those machines were not worth the prices charged for
Aen. it would not have cared to injure them secretly. More details ou this
-Jtiett wiU be found in Seager's Principles o/i'i-iMomicv.

^1
!

J J: ; !
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III, VIII, 5. come into sight: certain inHuences, which are likely to tak.'

part in governing; the future of trusts, may however be observid.

Note has already been made of the (ie{x;ndence ot tUM,

on a supply of business ability of so high and rare an (kIk,

that very few men of any one generation, even in Aiiiri,;i

have given evidence of possessing it. There may have liein .

considerable number, who have ))ossessed it, but have not 1. 1|

access to positions in which it might be turned to acciiiu-.

The opportunities for such men are no doubt incrca.-iii;,' m

some directions: but in others they are being contraetnl: i;;,]

the growth of trusts is likely to prove hostile to thrm. Tr,.

momentum of a huge busitiess, imparted to it by iiitii nt iiicrh

creative genius, will carry it a considerable way: for mnti!..

well se+ up, and supplemented by technical studies may l;!,.;

fairly good results under the guidance of men of high ;\h\\\n.

wen if lacking creative genius: and the supply (
' such Hum-

not likely ever to run short. IJut the vaster a biisi:ii<s, •••

greater is the danger that it will be dominated by routine \ ::

the men of energy and genius, who made it, have passed awsv

It may indeed be urged that any tendency tov i
-

(piiescence, that maybe .showi. by an old trust, is not with-;-

compensating advantages from the public point of view; jm: ;

because it makes in some degree for the stability of inihis!;y

Again stress is laid on the facts that thf recent advance^iettic;-

nique have gone so far as to insure to mankind a uughtyf :.

mand over the forces of Nature, even though technical pnr,T.--

should slacken a little : and that progress depends increasiiii';;

on professional students with eyes turned partly towards cenirK'

results; as well .as on those employed bj' great husiiK'^ses ;•

work on laboratory lines for the solution of definite prnciiiai

problems. It is argued that enlightened heads of a groat tr;-;

evi'n if somewhat inert themselves, are likely in the C"iii::;.'

age to flevote C(.)ri)orate funds without stint to such jmrp -'-:

and thus constructive work will ])roceed. Meanwhile iiitini;"-

' When a (;rcat combination is effected '' initial siicces.'< is duo to t!;ia;:
""

aud i)restit;i; of tlic leadora. As time };of.s on new leaders must be fouii.i. ^•^

nepotism is likely to appear in the established manaf;ement " (TiHI.-M(.', i'ns
,

»

o;' y-.'fo)jomu-«, cli. 03, §1). Several other authorities have laid stress ui. ;.t

dangers which old trusts are likely to run from nepotism.
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coinpiirisons of the work of similar establishments in the same ill, via, 0.

trust will aid the departmental managers, as well as the central

iiintrnl, to turn to good account any zeal for progress that

rhev may possess; and uitional and international congresses

,)f technical experts will tend in the same direction. AH this

iiiny be true : and yet it seems probable that the total con-

structive activities of the nation will be neither as vigorous

nor as freely exercised, as they would have been if nearly

.verv establishment, large enough to avail itself of the full

Hconohiies f f massive production, had been luider indepen<lent

Liiiitrol.

Again it is true that the economies in marketing, belonging

•o a trust with almost undisputed sway, make net contributions

;. I aggregate national wealth; the importance of which is not to

ir entirely ignored, merely on the ground that they fall chietly

; J the share of those who are already rich. Moretjver a trust,

whose dominion is not threatened, generally promotes steadiness

both i;f output and prices, so far as it conveniently can. For

it is inclined to that policy by the magnitude of its invest-

iik'tits; by the broad interests, which its chief proprietors coni-

iimnlv have in the s^vbility of general business ; and by that

relative immobility which attaches to its gigantic organization.

.Vcconlingly no small motive suffices to set it on sudden change:

and for the same reasons, it is at once more inclined, and mure

:;bk\ to oppose any .as.sault on its dominion by violent measures,

v.hich convulse its own industiy and disturb many others:

tiiough of course, even when the dominion of a particular trust

i' not threatened, command of its securities may bo aVjused in

I stock-exchange campaign, in which some of its chief pro-

prietors hope to gain more by the furtherance of great strategic

themes, than they can lose by a temporary depreciation in the

i.i'ue iif their holdings of that trusts

n:

' Astrikiiij; instance is tliat of the .\inalgamaU'd Copper Comi'any ; which is

OT.moiily cailud a trust, thouj,'ii it Imd no mouopoly. Tlie (;uariit-(l itccaint

t it t;iveii by tht ludiistriiil Commission {Finul liepart. 1902, pp. 2:i0— 5),

onliasts witli tht vehement statements and suggestions collecte.l from news-

!^lpcl^clfull earlier date in Moody's Thif truth about the trusts (pp. 1—4'ii ; and
Hith the siiU more penelratinu and outspoken account in T. W. Lawson's
lr,h:ie(l Finiim-e. Kven with the aid of the Federal Trade Commission, a Ion;;

> '.M mii-t ilai)se before the history of such scandals is 3ulliciently certain to

It

^1:
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III, vtii,6 There is therefore no resison for surprise in the tiict that

sevenil studies of the history of trusts cliiim to show that tln-v

make for increased stability in the jjeneral conditions of indiistrv

and trade. So great have been the changes in the struetiiri

of in(histry, and in the control of monopolistic power by Stat.

at'encies, in the two decade's over which the etiective histun-

of trusts extends, that the past gives but little guidance I'veiiiK

to the near future: but a little may be said about it'.

(5. A great part of the railirai/s and the chief mmm-

factnring and miii'nuj hiixlnessex of America arc hriichi

ninfer the control, for good and evil, of a companitirihi

aniall number of pon-erful financicrx.

The influences of interlocking directorates witiiin the fii'liin!

American railways were noted at the end of Chapter VI. Manv

afford the biu-sis for defmite <-eneral conclu.sionf. The Industrial tommis-ira

truly said tlrit "whei. the gnat supplies of nature come under the oiwatiou ,f

Rigautic forces, in adiiptinf? them to the uses of man, the best good of al

legitimate interests recjuiros publicity of resources and methodri, ami suci.

Governmental supervision as n ay tend to preserve an equilibrium, and piever.l

demoralization and disaster." It may be added that the famous French

"Sccretain" attempt to manipulate the price of copper, late in last century,

belongs not to the history of tru.-is, but to that of giant speculation in orpaniz^i

markets; a good account of 't is giisn by M. Jannet, IjC capital, h' sjieeiikn'i

et III finance au XtX niede, pp. 320—331.

' The period investigated by the Industrial Commission, eliieflv IslW— ISi}"

included some changes of an almost convulsive character : they were connect-',

chiedy with the suppression of pools, of trusts of the old kind, and of coutrollir.;

companies ; together with the general prominence of simple giant ii^'^regatin'..^.

An indirect effect of that prominence was a great increase in the q:iaiit;tv ;

stock-exchange securities that had a national, and even an international m.-uke-

for where a small corporation was absorbed in a great trust, its property becanir

at once part of a concern, whose affairs were recorded in central price lin-

Many of the new trusts had not then "been tested by a period of dcpressi)'^

witli the consequent liquidation and reorganization": and "the metliod- !

conducting the business of industrials are more secret than tho-e in t;;t

mana:,?ement of railroads.'" This remark is taken from a special loport i .

"securities of industrial combinations and railroads'' under the able dire;t;.n

of Professors .lenks and Kemmerer {Import of the I'nmmisiiion. vol. xni. p. DL .

It sets out a number of statistical charts representing btock-exchiiii|,'e hirtnir*

of mauy trusts and several railroads. The charts support the cniiniioi. o[);ii;i::

that up to 1900, at all events, trusts exercised a distinctly disturbing intlMncf

on the general courses of business. But subsequent history lends more suppo;:

to the notion that, for good and for evil, the influence of trusts in the futu:e

wiii make for quieoceuoe rather than for :strcnuous muvcaiciit.
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ifreal organizers of railways have accuiiiulated tortunen, which Ill.vui.e.

have overHowed into the general funds of the stock-exchange.

The Standard Oil group controls several banks ; and it hivs a

Liminuting inHuence on many railways aiifl industrial trusts.

And the great financial houses, with that f)f Morgan at their

htad, hold a very large part of those securities, which carry

trtktive voting power over lea<ling railro.ids, trusts, and other

large businesses. Insurance companies, and others, which hold

^.cunti.s giving voting power, are used by financial magnates
M serve the purpose of financial campaigns. A committee of

:hc House of Representatives, lf)13, found by a majority that in

tfect there existed a "Money Trust"; not indeed consolidated,

but held together by mtitual understandings and communi-
•les of interest. Their eonclusion has n(jt met with general
hHiit: but there is cause for thought in the fact that they
;v;iched it '.

This predominance in American business of a few .scores of

v.althy men, themselves largely under the influence of a small
number of ptjwerful individuals or gi'oups, has modified the
litlittuie of trusts and other great businesses to one another

,

md has tended on the whole towards increased ijuiescence and
vrenity in the broad courses of industry and trade. For a
disturbance in any j)art of the whole field is likely to injure
interests in which some of the chief leaders are concerned

; and
-ith men are often disinclined by age and the multitude of
ftitir large concerns for entering on arduous campaigns. The
irruption of an ambitious genius of the first order, such as
Harriiiian, may disturb the quiet at any time : but the general
'ndeney is towards broad pacific understandings; similar to
rhuse of narrower sc.jpe, which preceded the pools of earlier
:iims, arid have survived them. Thus the wastes of furious
wmpetition, and the strain of anxiety lest some unexpected
I'luvf shoidd larg(dy falsify business expectations, have become
;''^s than formerly.

' A broad View of the alliantts of the cliii-f fiuaiiciul po\vtr:< in America in
'.W 15 given by Jfood v, The truth ab.nit the IrusU, pp. 490—19:!, and fro.iliBpiece.
ii'f Uiluie of tlie great International Mercantile Marine Corapanv, organized
') -ar Pierpunt Morgan, illustrates the risk that even a great genius runs
^:ieu k malios a lar^e venture iu a dilUcult Held, of which he has no intiiuato

l"i
i

r:hp
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III, Mil, 0. This giiin has howovor bi-en purchswd at a heavy priiv

The (Ic-fi-nccs of public itUi'iests in America against iiioiini„;;

have resti'd, partly on the growing otticiency of authmitatn.

regulation, but still more on the growing abundance of fr..

capital. Advocates of the trusts were themselves i)r( million;

in the contention, that if a conditional monopoly put its pmv.

above the levels at which a well ecpnppcd indei)endenl coiii|iam

could artonl to proiluce, the capital required for sucii a coiiiiiam

would be nuickly provided. But the growing harmony ,iiii„ri.

the dominating financial interests has raised a fear that th

grip of monofwly will be tightened steadily, though iiuiitlv

and that the camaraderie among the great financial powers «i:

put effective, but unobtrusive, obstacles in the way of anyiRii

enterprise that threatens an unwelcome intrusion iiitii tli

ilominion of any of the great financial groups. This k

hiis so impressed t"ongi-ess that the 1914 (Clayton) Aiiti-tn!>

Act includes several stringent provisions against interlncku..

directorates generally ; with special reference to direct iillianc-

among banks, and between railroads and other bu.simw-

Experience only can show whether these regulations can t>

made effective without considerable hurt to legitimate intin*

though it is true that initiation of i»roceedings under the .V:

will be reserved in the main for Boards, who will brinj; an ix

ceptional expert knowledge to the matter. They will Vn>f

what not to do, as well as what to do: and they will be ablet^

furnish any Court, with which a decision may rest, witii tichnica

guidance of the highest order'.

1 Section 8 of the Clayton Act provides (with due notice) tliiit no one shi

be at the same time director in more than one company (other than linanca

or carrying) whose total capital exceeds a million dollars. It also mil;

a similar provision as regards banks;' but the limit of capital is raiiei' fro:

one to tive million dollars: "trust companies," which accept dtposus c

securities belonging to various concerns, and pool the dividends, so as to refa

the risks ou particular holdings, are reckoned with banks. Section 10 pro'mbi:

a carrier company from interlockius directorates with any biisiuess wnc*

annual dealinns with it exceed tilty thousand dollars. And Section 7 provi>

that no corporation ent;at,'ed in commerce shall hold or use stock of anoffi

such corporation in such a way as "to restrain commerce ..or tend to cm:

a monopoly." Their several rMeg in regard to these regulations are a*si>.'iiti:

the Federal Trade Commission, the Interstate Commerce Comiiii>Mon, and '-

Fcdi-rii! Reserve Board.

Britain has so far escaped the necessity of making provision of ;i iike ebborsi
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It will be notod that these regulations, though contained in lll.vin.r,.

ail Anti-trust law, are really tiirectcd against tendencies, which
txttrid beyond the sphere of nionojmlistic aggregations and
sprtiul over a large part of thi' field of financial and other

lUiiiLTstandings and associations. We are thus brought to those

|trob!eiii8 in which the chief place belongs to Gernianv, as that

lit' monopolistic aggregations belongs to America. It will be
kniml that each of these two apparently diverse sets of problems
is moving in the direction of the other.

The central fact emerging from American experience is that

investigations in regard to antisocial policies of trusts and
cuttls can be efficiently made only by a strong staff' of me'i
who f,'ive their whole time to the work. In such work there is

but little use for the special tiicidties of the lawyer. He has

,iu important rule to play ; but it comes at a late stage, and
..iisists in securing that legal rights and e(|uities are duly
i.i»( rvtil. Of course the initiative might be taken by individuals

who conceive themselves to be aggrieved; but they seldom have
ihi' time, the faculties or the knowledge required for the work.
They are apt to lay undue stress on matters which specially

omcfrn them, and to pass by the larger issues whicli i>re of
national concern

: and they are often afraid to attack powerful
iiiti'ivsts, whose hostility might destroy them.

kr.J: Lilt Canada lia^ KOiie a little way in the sarac direction. SUe seems to
hive ordired that the HIkIi Court, on the initiative of any si.t persons, su^'-
irrsting the existence of a cumbiuation injuriou.s to the public, miiKt appoint ii

U!i uf InvestiK'atiou, consisting of one o' complainants, a representative
(
the combination and an independent .irman. This simple contrivance

rcu be of (jood service in regard to eleu ary difficulties. But it aims niaiiilv
at finding a reasonable compromise in yuteutions between individuals : and
•»-.J U of but little use in the deleuce of public interest against powerful
i-.-ault'i by obscure routes, such as those which occupy tiie attention of tlie
Wvral Commission. In this respect, Britain's industrial problems are more
acarly aljin to those of the United States than to those of Canada.

j
I ?
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CHAPTEH IX

TlirsTS AND CAllTELS: CEKMAN KXPEHII.Nd:

!il. IX, 1. 1. (r'rniKnii/H hndcrnliij) In the rroliition i>f nirUh

MKliiK'Viil ^'ihls (U'Vdtfd luuch nf tln'ir cncr^'iis t" ;ir

R-^'ulatinn lA' jinxliictioii ami pricts: but f'<»r thr ,i,'niittT jM't

tht ir nrij;iii was in social attinitios rathi-r than in the strntt^y

of the niarkt't-placf; anil tho sanu- is truf of many iiukI.it,

combinations. In all old countries, and ispirially in (nrnwi,;.,

professional, tnulf, and industrial associations found niuch tmlii

in making lifi' mure j)k'asant, and business transactiiiiis m n

siujple and more genial, before they set themselves elalHinit.lv

to bring competition under the yoke, to regulate it, and '.n

diminish its wastes'.

It was noted in Book I that, though the iudibtii.il

civilization of Germany is of much earlier origin than thaM

England, yet several centuries of war and internal discdrd had

' Tlic vuiious sta(,;e8 of this evolution are shown in the Ilnndhwh at

Wirtlwhaftskimie DeuUelilamU, editfd by Dr Stegemanii, I'.DI, vol. ".

pp. 474—730. The section on Kartetlt und KonifiitHinen is pan of an fs

haUHtive eliapter t)n Ori/unimtion und Einruhtungen der Induttm.

I'luf. Schiuoller (VolkewirtschajUlehre , vol. l. JJ. 449) i^ays llwt \wJi

1750 to 1870 mtu saw only the bad side of aBsoeiations, "wliiih hail ihtir

origin in older teehnicul, social, and commercial conditions; ami hindtied

lising talents from building new enterprises on a larger scale anJ with uurt

complete technique." Men quiekly learnt that businesses of modern tvpt »rtt

bound to comiuer : and "the last word of economic wisdom seeiiieJ to W t'-J*-

comfetition should be developed; and that every conlination of traders aii'i if

[iroducers should be restrained or prohibited." But m Germany >iii« l**';' *

iiiuveuient set in for the promotion of gild-like combinations [InnuHijsietlM.iM

in proviuciul and national affairs : and similar cond)in.ations were set up «

the t;r-Ht industries, with local and central organi^ations with tlitir •tH""'

becntu:ies; chief oliices; special newspapers, tending to iuflueiice liit pre*

tnuiiib^r- ^.f Co!!!!!iei-ce, Parliaments and Governments; auJ great puU

meetings."
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.tnpH her b.re of capital and enUTpriHo: so that the unjmct III. «. i.
,t Lnghsh methods in the middle oC last ceatury xave her a
<hock c.m.pamble to that of a new country, which is bein^
.iddonly develoiK-d by i.nmigrants from a leading centre ..f
.du.to- But m the first half of that eentury her univen,.ties

I

ad developed a supply of ment^d motor force, which enabled
,

h.r to turn the lessons of her teacher to a new ,«;count. an<l
:hus htted her people for a new type of leadership. Hanishio
ha. prepvred them to work stea<lfastly for relatively lew earninJ-

I

.mdd.sc.plme. both military and bureaucratic, had incline.l them
:umte the advantages of a secure salary very high, and to rate
rather low those of opportunities for independent enterprise of
i somewhat hazanlous nature; while the tedium of long meetiiiLfs
t.rthe (l.scuss.on of other ,H;oples aflairs is less burdensome to
:hem than to the impatient Anglo-Saxon.

Above all, their business men of various gnides work longerh,m than are usual in Britain. Many of them take a long
..reak >n the middle of the day; and then work on till eight in
•k. evening with more fully renewed vigour than is generally
•'be got by the short break, common in Britain. Their plan
us many disadvantages especially in regard to the amenities of

liniily life: but it contributes to the force of iwsiduity
I Endowed with these qualities, they have developed large
frrgaiazation with such a perfection of detail and so logical v
l«,stency, that the record of German cartels will make a
ctoical ch^ipter in economic history; even though they may fail
I'-attain their chief objects, and may give place to an ordered
J}*tera of aggregations similar to that which is being evolved
In America: a result which is perhaps not improbable

,

in thus, as in other matters, national chamcter and national
h>Wutio„,s bwe acted and reacted on each other. American
I Nience o routine (abetted indeed by the jealousy withhich mdivKlual States regarded Federal intrusion in their
F^a-rs) had caused American Company Laws to be inefficient an.l
I Mic: and some troubles which have led up to the stringent
fwencan action against the abuses of trusts, would have been

in.P '^' ^"™P^"y ^'^' "^ ^"^•°- The yet more

i2^.r Company I^w gave some fcHing of security

p«
the tumultuous movements of cartels and giant businesses

:
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hil :

if 11'^

lll,.f. I it has not Vhm'I. fully jUHtiti.-l hy .-vints. but it h,w |.roin,

the evolution of (l.rnmii buHim-Hs on lin.-H conj^cuml t(,

tfiii|N'r of hor p'oplc.

Th.- st.'ii«lfiiMtui'««, ixiti.iici', 1111(1 iini.'nity to diw ijiliii.

th.- <}.TMuui3 inclin.'d th.-iu to s.Mk th.- shcltrmi himn .

wirtrl, ill Mpitr of th.' piirtiiil loss of fiv.doni, iin<l thr tr.mhlr*

m-Kotiations involved in it: but they iniRht not luiv. n,

,|ui<-klv to thftt havon, if the in.th.Kls and circuiii.tiiiK.

industry had continued to ni-vr with as slow aii.l ni.iw

step, .'iM thev had donr <lurinK th.- first half, and . n,i,

third (juartor'of liist r-.-ntury. The suddi-n rprisinjr „f (j.ri

business from relative- <iuieseence to the strenuous activity, w

had bei.mged chiefly to English-speaking peopl.-s, uitnKlu'.

new sense of insecurity : and that in turn enhi-nced th. -h

nf a promise of even partial shelter from the turmoil'.

The scale of operations mpidly increased. Hut .-^.n

vxmnsion of cartel activity oiK-ned out new difficulties and

troubles. Some interests were advanced, and some depr-s.,

every large .lovi.lopment : and the stronger the cartels W;

the "louder and more eager were the complaints of th.-s.-

wen- injuri-d by them, or even feared that they inighi

iniur.-d. So. early in this century, the Gennan (iuv.m,

t.K>k the matter in hand: and in 190:i an official dokt.

commenced, which is sometimes described as the Kart.

En(iuf't(^ It was organized by the Ministry of the Int«

which sent to each debate representatives of its own: an.lin

some representatives of the cartel or cartels, whose coiiduc

chiefly under discussion, and of businesses that wer. >r

•iflected by it. It invited also seveml leading ec.m.m.bt-

addressed themselves, for the greater part, to 4n..st.>n<

nected with the interests of the working clas-sis and th.]

generallv.

> CouBulOenexal Oppenheimor of Frankfort.
^"»-»'''l"'';',';^J*"„

,„ercial Attacbd at Berlin, has .ent a seneH of reportn - > ™ " -

which are Bpecially instructive to the economist. He .hvh (i, »

t

^04) that il-has been officially recognized .n the I"> "«-"
^'-^^J^

.ercial combinations had become au economic "«<=««;> J^
b cause industry was being ruined by its «- e"«f^'^^^^^^^^^^

with the keenness of a comparatively young industry. "'^ '

;

;^^°*" ... ,...J ^11 ^v" G'Tmnnv to swell the bgure

cally uuplotitaDie, wwt: kv~I-."T "' •^— "-''

turnover of the individual firm."

HI

if ft
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The d.-l)nt.-N Horm to havi- bn-n orgimiz.rl with r-nmrk- III

[abl.- ability, iin.l they br..uj,'ht ..ut a k„<kI ,k'.il of um-ful i,,-

Ilmwition: hut thfy an- not cornpiimbl.. in ..ttici.Ticy with thr
|pn.longt'(l, HyMtrnrntic HtuWy by tmincl exiM-rts, ,irin..(| with
Iwmpulsory powers of int.Tr.)giiti..n un.l inspcrtion of (1,h-u-
Imtnts, which hiw brought to lijjht nmnv of th.' s.rrct jH.licifs
l,t AiiHTinm trusts. No on.- ^r^^^, any information which h.
fckind to withhold: not ail, that was iriv.-n in d.-batc, was
^lish.'d: the <l."batoN were inconcjusivr . aiid th.'y ccas,.,!

^hniptly'.

2. CarfffH, irhoM- xcojh: ix /hiu'h^f to fh r»,,nhtl,>„ of
bwM in irifind to sfaiufon/heif pro^hu'tn.

Bdorc pissing to tho ni(.re coiiipl.x iK.Jici.s of cartels which
ispirr to regulati- pnuluction iw a means towards influ.'ncinK
fcncvs, a iittl.. may be sjiid of those understandingH and com-
linations among tnwlers, which are confined to the direct
V,niiation of prices

:
the simplest instances of these are in reUiil

Wf. A giant business often enforces a fixed schedule of prict sh Its g,KKls on wholesjile deah-rs ; and indirectly, if not directly
kn retail dealew. Or the initiative against the retail sale of
Jieh giHKls at a low rate of profit may come from the reUiile.^
Jhey in effect form themselves into a cartel, and will buy onU

f
such produce's as will not allow their gocnls to be sold retail

•eluw the price fixed by the cartel. This practice if pursued
mulerntion is capible of .lefence ; as has been indirectU

pgtste.1 above: but when carried to excess it may overload i.

i onJr. ,.."'"'' ^^ '='^'"'''' '^ «*^-«" '" 'he so-called -FiHcal Bin

Nse ZZolllT "u"""'
°' «'"'" '^''''"^ "'"^ «" """='' -l-'i^l know.

f h m dieof t)
^*7/° '''''•^ '''^"'I'^'l '"«> -" properly belonging to them.

e»ve a tuTt" 01 \ t r "Jv'""
(^•"""'-'^^•""•'«""'); and a lUtl« late.

»-.., L'^':;^;: r^:^- !!^°::^.,r--f
- '^- ^' ^.^ht p.s.h„

j

'"I'fi-iti Icha; llungiii, vol. iv. pp. •J.yJ—tj.
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s !'

>i
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111, H. 2. retail trade with more retail stores than can earn good profit!

on e ,:h turnover, since that has been brought low'.

It were useless to try to regulate permanently the prices o

harvest products, such as wheat or cotton :
for Nature will havi

her own way as to the chief movements of such pricw. Itt

true that combined action by farmers in keeping back graii

after harvest may affect prices a little; and such inovemeni

may conceivably become rather more important in the futurt

Again, a temporary artificial rise may be effected by powerfB

speculators: but, as we sfiw (above, II, v), they are almost sun

to lose in the long .-un ; unless the rise is based on exceptiona

information as to harvests, etc. and merely anticipates a ns

which would have come to pass a little later withuut m
efforts. Speaking generally, far-reaching regulative combina

tions are confined to things, the production of v/hich is main!;

in the hands of capitalist undertaker ,
and is not viulentl;

disturbed by the caprice of Nature.

And there is a further limitation of the scope of regulativ

associations. The things, of which the prices are to be regulate

must be defined. This is generally done by the use of technics

trade terms : but at the back of these there is an iinplici

reference list to some standardization by mechanical, cheniic^

or other tests. The prices definitely agreed on from time t

time may refer primarily to certain prominent varieties, leavin

the prices of other varieties of the same kind to be deduce

from these standard prices by adding or subtracting a give

percentage'''.

' See above, pp. 280 and 300.

2 As Prof. Brentano says : "Cartels can exist only in brauchcs of produce.

which supply great quantities of goods of fixed types; ret, quaepmdcrt, nwc

ntensurd coniittwU" (SUddeuUche ilonauhefte, April, 1904, p. 259).

It may however be arranged that goods bearing certain brands id great repa

shaU be priced somewhat higher than others: or again that Koods, wbichi

nominally of the standard class, but are in fact less desirable, should be pBu

rather low. For instance, it is possible to agree as to the mimmumWs.c

cabin fares between two ports, for ships offering the average of personal com

and speed of journey ; and to allow specially slow lines to carry ^omtnfj

class passengers at lower fares. Again, complex price-lists '=!"»'*"«'

different varieties of steel girders and iron pipes. The Westphahan toal byod^

publishes price-Usta lor several sorts and qualities of coal; and, in spiiea

classification, purchasers show preferences for particular nunes, in »m«u

believe that the neneral rules as to uniformity of size and freedom fromm
carefully observed.

.11

n



iW^',

i
REGULATION BY CARTELS OF PRICES OF STANDARD PRODUCTS 549

It is almost impossible to arrange a uniform price-list for III. u, i
carpets or curtain stuffs into which wool of different qualities,

cotton, jute, and other materials are worked in varying
proportions and with incessant changes in fabric as well as in

pattern. There is no room for cartellization of such things as
biscuits, or ladies' hats, in which versatility is demanded as
well as high quality.

Of course nearly all standai-dized commodities are raw
I materials or half-finished products, or implements, suitable for

purchase by people who look to make a profit by turning them
to account in their own business ; and who therefore are likely

to meet the danger of oppressive action on the part of a com-
bination, in control of things which they need to buy, by a

I
counter-federation of their own. That is apt in its turn to
stimulate the growth of similar federations on the part of traders

for producers who need to buy some of their products; and so on
I till the end of the chain that stretches upward to the ultimate
I consumer, and downward to the producer of raw material : the

I
chain reachej^ far in the steel industries'.

The conditions, which favour standardization, are nearly the
[same as those, which increase the violence of unregulated com-

I

petition, and thus supply a strong motive force in favour of
regulation: for they involve generally the use of elaborate and
expensive plants and therefore heavy fixed expenses, and

Itherefore a great divergence between total cost of production
land prime cost. When these conditions are present, some self-
hilled producers and reckless weak producers are tempted to
Ipour their goods on the market, even when it will absorb no
Iniore except at a very low price. This fact increases at once
IthedtfficultieE of price regulation by cartels and the desire of
linany producers for it.

i

According to an official return (see Riesaer. The great Oerman Bank>, p. I(i9)
Itewere in 1905 about 385 domestic cartels, distributed thus : coal 19; iron G2
tormetaU U; chemicals 46; textiles 31; bricks 132; earth and stone 25;'

|W17; the rest being scattered: about 12,000 works participated directly in
f»M coneems. It is obvious that the number of cartels in an industry is not
• msure of t,ie total strength of the cartel movement: the briok-makinR

.r^h J".V''"'°"*
"""^ ''* *"8^ °"'°'^' """i^'y '° the fact that the interest

I
ewii of them extends only over a small area. Th,. number of cartel-., .tpths

Kv."4V.morettsed in the following decade.

J

li
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111, IX, 2. Some of the most important cartels have indeed Wn
mineral industries : for mineral products are, as a rule, m
standardized ; and combination is generally easy, because lar|

capital is needed for esich mine, and the number of fiiins whii

must be brought together in order to make an effective coml

nation is not very great'.

Experience shows that whenever discipline has to be call

to the aid of honourable understanding at all, it umst

thorough. For its task is difficult. The more succtssful

civrtel is in obtaining better prices for the producer than

could get without it, the stronger is the inducement to outsidt

to force their way into its market ; and the stronger is t

temptation to its members to evade their agioement, ai

attract more than their share t)f the custom by indirect ci

cessions'^

' This rule is subject to some important exceptions. When a new mil

industry grows np spontaneously and without the aid of imported capil

shallow veins alone ate worked ; shafts are inexpensive, and there is no gi

economy in large production. But, when the shafts become deep, only large mi

(•an give a good return. Further, when it btoomes clear to thu capitalist mi

owners of a great industrial district that new and more distant mines musi

opened up, they take time by the forelock and buy large areas of mini

property while land is still to be had cheaply. Thus the approaching tihansi

of the coal in the Ruhr basin has set wealthy ironmasters to develop the ba

of the Lippe : and this migration of coal mining has added another to them

causes that are putting the heavy iron industries of Germany under the cow

of a few great capitalists.

- The Outsiders get the benefit of high prices fixed by the cartel, mak

use perhaps of some of the workers whom members of the cartel iiave b

forced to discharge: and therefore the cartel has seldom much chaBce

success unless it controls from sixty to ninety per cent, of the production ie

district. The devices, by which a member of the association can fvaa

mere rule as to prices, are numerous. Perhaps he takes a receipt for the

official price, though in fact he has accepted a lower one. Or he bills the fo

as being of a lower quality or less in quantity than they really are: or,»t

is much the same thing, he makes no charge at all (or certain coneis-'mntnu:

he renders extra services without being paid for them :
or he gives long ere

and that to customers whose position is dubious. Rumour is sure to assert i

such things are done, whether they are or not : and the rumour often bn

about its own accomplishment. A pushing buyer plays off one tclltr aga:

another, hinting to each that others are not strictly true to the agree©

For instance a business, which had sent a great deal of freight by each o.

:

American railroads, has been known suddenly to give all to one of Uiem,

order to make the other believe that it has just secured secret rebairs from

charges agreed upon between the two lines; though in (act it ha^
w! j

Thus It obtained rebates from the second hue, which thonght diii. .

''.s;--

i

I

1
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We may pass by simple agreements as to division of territory, III, ,x, 2.

tor they presuppose consid.i,,l,le monopolistic power; and
though they have had some success in transport industries and
.1 few others, their problems are not germane to this chapter'.

An effective lasting control of price at an unnatural level does
not seem to have been ever obtained by a cartel or other federa-
tion, unless provision has been n.wle for determining how much
of the products, in which all are int(;rested, shall be put on the
market at any time; and how much of this total shall be allotted
to wich member of the combination ius his quota.

This provision has been developed with many varieties of
.letail. In some cases each member is allowed to exceed his
luou on paying a proportionate fine to the common fund. He
IS generally allowed to pro<luce as much as he likes, in addition
to his quota, for sale in foreign countries ; and in some cases
in such home Tuarkets lus are bc-yond the range of the combina-
:ion. Such an agreement is more difficult to make than on.>
with regard to prices

; but jirovided it embraces most of the
convenient sources of supply, it is rather mori' stable ; because
It (!.« not offer so larg.^ scope for .nasions. Its advantages are
-^n great, that it is becoming the dominant f.jrm of industrial
iwleration in Germany

: though time h;is revealed weak points
in it; some of the most important of them being such as were
not forese.-n, and perhaps could n..t easily have been foreseen.
Itw;is brought far towards its present masterful position by the
We^tphalian coke ciirtel

: but a good deal remained to be done
by the great Westphalian coal cartel, which speedily adopted
tnd imi)n)ved it, thus becoming what is te( hnically call.'d ;,

Syndicate." We may trace the orderly evolution of th.' methods
"f German cartels by reference to this leading cartel, and somr
"f Its chief followers.

Each producer is likely to consider his legitimate sphere cf influence to i...
>>ry extensive: and he can often trespass on his neighbonrs' spheres by indirect
™ans. Again, external competition canses trouble : the interest, that each
-mn Us in meeting it, varies with the locality in which it chiefly appears- and
*re are heartburnings, whether the expense of the battle is left to thosi who
«e more immediately interested, or is borne by a common fund.

International agreements for the division of the markets of the world among
-c producers of different countries have had some success, esneciallv in rP.mrd

- ra.i»; tney presuppose the existence of strong national associations.

ll ^

!t

p:ui.
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III, II, 3. 3. The Weatphalian coal, cartel, or Syndicate, afford*

t/ic leading htstance of an organised control of thr oiitpni

and marketing, an well as of the pricen, of the prodiwtsofa

great industry. Its policy has contributed t( he growth nf

" mujced" coal and steel companies at the expe. ne of "pm
coal mines and steel works.

I 5 «r ' j

fi

f

..j./Ul1

i ni
i .J

The Wostphalian coal cartel is the most powfi*"'!! in th.

world: (the next in power to it is the Steel-wor. cartil;

which is its chief ally and has an even larger range of intlucniv

but is not so firmly knit, as we shall see). It has always l)c. n

considered to be " good " in the special sense that it striv.>

strenuously to avoid violent fluctuations of prices ; nmi il(ie«

not sacrifice this aim to that of raising them high abow Ol^t

of production. Its organization is skilful. Supreme powern*

with the general as.sembly of its members, with voting jxiwi^

roughly proportional to their output. The general assmibly

keeps mattei-s of principle in its own hands: but it (K'li;,Mto

the arrangements of details to an Advisory Council uiid an

Executive Committee : and it arranges that the majority of th'

members of the sub-committees, who decide thorny question^

connected with the distributitm of quotas, shall net be mcnllK•^

of its own body. It may be well to describe its working in

general terms, since its leadership has been followed so far ;i<

practicable by other cartels, which have set up Syndicates. It

will be best to refer to them here as Syndicates.

Every purcha.ser must apply to the Bureau of the Syndirat..

In some cases he may specify the produc(ir, or " brand," whicii

he prefers ; and that protlucer is directed to forward the gi»xi>

to him, payment being received by the Bureau. But, as ii rulf

the source of supply is .selected by the Bureau : which taki-

account of the suitability of each firm for an order, of the extent

to which its quota is still not filled up, and of its googiaphica!

position n;latively to the purchaser. This plan secures a littl-'

technical economy, and great economy in advertising ami Imntini

for orders, and in transport. It enables the Syndicate to Wp

a control over the output and the marketing, .so thorough t-

ofleii bo eouslilute a local monopoly: fo'- it is tible to ii^k'

serious losses on any outsider that ventures into its doiiwi.':
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The Bureau can sell cheaply where it thinks fit ; for the finii III, ti. a.

which fills up any particular order has no more interest in the

price than any other member: the whole receipts of the Syndicate,

lifter deducting outlay for strategic and administrative purposes,

;ire divided among the members in proportion to their author-

ized pnduction. Thus each firm retains for itself the gains

irising from the economy and efficiency of its management,

.xcept us regards marketing'.

If the concentration of marketing could be attained bv

methods that are free from cumbrous negotiations and effort,

it would be a great social gain : for marketing is not wholly

onstructive work ; and, the less energy is devoted to it, the

better for general well-being. But the machinery of a Syndicate

IS complex : and it is said that a producer, who desires to be re-

lieved of the main burden of marketing, can often get it done
more cheaply by dealers than by a Syndicate; at all -jvents

if account is taken of the indirect hindrances which Syndicate

dealings involve. Also, those things, which a Syndicate can
market, are necessarily such as are in large demand and to

?ome extent standardized ; and therefore they are rather easily

marketed. But, after all deductions under these heads have
ken made, something must be set to the credit of cartels, on
iccoimt of their elimination of wastes in the competition

between goods of somewhat similar character, which the

purchaser cannot judge at sight : the wastes in the marketing
of coal for domestic use in England are deplorable. A much
larger deduction must be made on account of the tendency,

inherent in human nature, to apply tu antisocial uses any
[Niwcr of control, whether monopolistic or not, that had been
icquired mairdy for worthy purpo.ses\

J

:

-, I . . 'I

• For details, see Walker, Combinations in the German Coal Indmtnj,
•M III. cb. I.

' Leaving larger matters for later discussion, instances may be given of small
::aannie8. A site near coal mines {A) had been chosen for the erection ofm works (/}): the supply of good coal at rather low price, on which reliance
4id been made, continued till A joined the coal Syndicate; after which /{ was
•upr'r.ed by the Syndicate with inferior coals at a higher price. Somewhat
•tttr the manaper of li visited some Belsian works, and found that they werp
-'iUfe- supplied by the Syndicate with coaU taken from A , and delivered at a
f"M so much below the current German price, that the Helgian works gained

I i
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111, IX, a. The coal cftrtel originiilly befriended steel works which had

no coal of their own : for it compelled " mixed " .stw! works

as a condition of membership, to account to it for all the cial

which they brought away from their mines: coal consumed in

working the mines themselves is always exempt. This meant

that such mixed works paid a full share of the expenses of tht

Syndicate on the coal used in their steel works : so that tk

steel works, which had no coal mines, obtained their coal about

as cheaply ivs the mixed works did. But the mixed wnrb

rebelled : membership of the coal csirtel was of littlo use ti

them because they sehlom wantt'd to sell their coal : so they

preferred to become, or remain, independent. After a time some

of them began to sell coal in considerable (piantities, esj)eeially

when the steel trade was rather dull : and the technical idvuncb,

which enabled waste gasjs of blasting furnaces to be used k
the whole of the operations of complex iron works, tendi'd 1

1

increase the coal which mixed works co(dd advantageously put

on the m.arket.

This residt went so far towards defeating the chief purpu^.

of the Syndicate, that it invited back the mixed works by allowiDe

them the same privileges in regard to their own coal, wher,

used in their steel works, as had always been allowed en that

used in working the coal mines. This action of the Svndicat

put the pure coal mines and the pure steel works at a disad-

vantage, in spite of their greater care in the inauagement "!

details, relatively to the mixed works. So, instead ofthwartint

the cartel, the mixed works set themselves to doininate it and

use it for thi'ir own pui-poses. They used the heat and {wwer

derived from their waste gases, for making heavy pnniucts; Mini'

(if which were sold ready for use. Others were sold to high>.r

stage steel works at lower jtrices than those works could make

them, aftt r paying for the coal needed in making theiniMd

a few wt .0 vorked up on their own premises into fine finishti'

products.

by selling to Fiance the coal which it drew from its own coiil mines and usia;

only that from .1. (Oppcnheinier's Report for 1905, p. 33.)

Early in 1907 the Syndicate prepared itself to deliver brown coal briquettes: aits

then prohibited any of its customers from buying such briquettes from any otht:

y.!)urce under penalty of -50 pf. per ton on all supplies of coal, cnke, and briqatttt;

drawn from it. (Oppenheimer's Report for 1906, published in 1907, p. -51. i

|5=V
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It is true that similar changes were taking place on a III, u, 3.

vnst scale in America, which was of about an (-(jual age in this

respect with Germany; and, on a smaller scale, in Britain.

But the exceptional rapidity, with which the older and weaker

firms were supplanted in Germanyby giants, was in great measure

(hie to the influence of the coal and other cartels. For the

mixed businesses, growing fast, and aiming at yet fa.ster growth,

were prepared to pay relatively high prices in order to secure

increased " particijMitions," or " quota.'^," from each cartel, with

which they were connected, when a new division was arranged

;

so they bought up coal mines wherever iwssible ; especially such

as were already members of the Syndicate, in order to annex

their participations'.

Thus an artificial stimulus was given to that How of caj)ital

into the steel industry which would in any case have resulted

from the notoriety of the power of its newly acquired technique.

Ambitious men did not wait for the gradual e.xpansion ot

demand that was to be expected from improved conditions ; but

enlarged their plant quickly in order to be able to claim larger

(juotiLs later on. Meanwhile the " pure " coal mines found that,

though the market for coal was expanding fiist, and the cartel

wivs rapidly extending its sales, they were prevented from

producing any more than before ; because of the rapid increast'

in the quotas assigned to giant mixed works. That increase

went so far, that the cartel WiVs compelled to force largelv

increa-sed sales abroad, at prices below those at which it entered

the coal in its own accounts; thus causing a deficit in the

accounts, which had to be covered by what was in effect a levy

'in allthe works, including those whose output was thus forcibly

restricted.

Henceforward the centre of interest passes from thf coal

lartel to steel cartels. But the coal cartel has a solid jjosition
;

and it may possibly continue to have great power of a character
Minilar to that which it has now, when the problems of .steel

' Their right to do this was sustained by the law eonrt.s : though the cartel
had denied it. Each member of the cartel used to be allowed to increase his
participation by 1000 tons for each additional shaft sunk : but in 1904 that
privilege was withdrawn: so recourse was b»d to buying mines that were
weaiiiv held.

i
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III, IX, 4. cartels, which have been changing rapidly during recent pars,

inay perhaps be very different from those of to-«iay : for its

dominion over a large area is secured by the heavy cost iif

bringing coal from a distance. But an extreme use of its partiil

monoi)olistic power would lead to increased encroachments on

its province by brown coal, the uses of which have made noHnt

technical progress ; by coal from other (Jerman sources ; and, nmr

the Rhine, Elbe and Weser, and the shores of the Baltiu ami

North Sea, by British coal. Also the State owns the railways,

whose .services are essential to the Syndicate ; and as thty an

also chief [)urchasers of its products, the State has exerciseil a

considerable influence over its policy. Thus the cartel, in spite

of its strength, has not had much opportunity for oflfence : ami it

has not desired to offend.

4. Causes that ftpeeialfif famnmd the advance of giniit

buHinesHcx in Gennan xtfel indv»trh>*: phasex of tht'u-

rarfeflhatian.

Thirty years ago Germany's output of steel Wius not ven

great ; but now it exceeds that of Britain in about the snmt

ratio as her poi)ulation does ; though in a considerably lesc ratio

than does her area, and consequently than the demand Inr it

by her railways, bridges, etc. This advance has been s()metiini~

attributed in large measure to the beneficial influences of her

cartels and her trade pt)l'cy. It is in fact less than it seems at

first sight. For, speaking generally, her exports of steel pnxiucts

are of much lower value pt^r ton than those of Britain ; a notable

exception being in her exports of electrical plant. Her exprls

of steel manufactures are much less per head of the population

than are those of Britain : and Britain's imports of machinen

come mainly not from her but from America'. But .such as it

is the advance seems to be amply explained by four well-known

' Ships, among the highest grade prodnct», are not counted in such statistics.

Britain is the chief prodacer and the chief exporter of them. Germany imports

more than tliree times as much of them as she exports : thouj^h her export> o!

steel inchiiie some sent by her to Holland to build Tessels for German u«

Those who advocate the Oennanization of Britain's economic policies, habitjalj

omit Britain's sales of ships ; they compare the exports of the two couutne-

as a-jsregate?, and rot per head of the population ; and measure 5toe! pxpoitsbv

weight and not by value ; and thus obtain three illusory advantages iu WK"

ment.
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causes. The firwt is that superiority of Cicrmiin (jclucutioniil III, u, 4.

methods over British iis a preparation for tht? work of modern

business, of which much has already been said. The second i.s

the fact that, while British supplies of ore have been rapiclly

dwindling and becoming more difficult of access, Germany ob-

tained ever easier access to rich stores of i*- n ore in Lorraine,

Luxemburg, and the adjacent territory of ^ ance'. The third

IS that these ores, though not well adapted to older methods

iif steel production, are eminently adajited to methiKJs invented

by the Englishman, Thonifis. The abundant j)hosphorus in these

ures, is now turned to account in the prwiuction of heat, and of

power which is available for the purposes not only of smelting

works themselves, but of any rolling mills and other " higher

Htage " steel works that are asstx-iated with them.

The direct effect of this economy in promoting the expan-

sion of German steel industries has been generally recognized

:

but insufficient attention has been given to its indirect eftect

in accelerating the suppression of obsolete plants : and this is

the fourth cause. The projjortion of up-to-date to anticjuated

plants is always greatest in an energetic and rich country,

which has but recently found its way to utilize large natural

resources. Many of the British steel plants which were at

work before the German steel industry became prominent,

were in the hands of men who had inherited the material, but

not the intellectual resources of those who had set them up

:

and family traditions hmdered the infusion of energetic new
blood.

In Gennany, on the other hand, the control (jf steel

businesses, partly because ihey were new, was mainly in the

bands of men, who had been nurtured in fru^'al habits, and

expected to work for eight or ten hours a day, and for three

hundred days in the year, very much as had those who created

the British steel industry two generations earlier. And the

direction of new supplies was in the hands of energetic financiers,

some of whom were eminently endowed with the high Semitic

faculty of going straight to the roots of large business problems.

' Of the iron ore production of the German ZuD-.crein in 1911 nearly
is miUiun came from Alsace Lorraine, and 6 million from Luxemburg ; but
onl; 6 millioQ from Old Oeimany.

'Ai\
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III. IX, 4. The German bankH havr HuqMWwed even thow> of America m

the promptitiidi^ iin«l energj- with which they fared the risks nt

turning a large flow of capital into an enteqmse, before mn

iif U'8H keen intellect had di.scovercd that it is one of thostti.

which the future belongs. The influence of the banks, notin;;

partly in concert with cartels, ha.s favoure<l giant busiiuswn in

the steel industry : and the su|K'rses«ion of small busintHscs b\

large has brought more i-eonomy and less indirect hiinii in

the heavy steel industry than in any other, e\ct]»t th;U ot

transjMirt.

We have seen how the coal cartel ultimately becmuc th'

ally, or rather the servant of the strong; though its iiolicy wa<

always moderate ami free from harshness: but the first gnat

cartel in the steel industry, that for heavy "half tinish(d

products—the Halbzeug-Verbaud—showed little mercy to pun

rolling mills and other works that needed those products : and

the "higher" cartels, which these mills formed among thciiiscivis

were even harsher in their treatment of makers of the still lighur

steel goo<ls who bought their products. In each stagi> of pru

duction men rej<Hced that a cartel heliKid them to niise their

prices against the home consumer, but each group cmvc*! a

I'reer market in which to buy its material. The smiltin?

furnac(>s could buy nearly everything that they needed, except

coal, without any artificial rise in its price ; and could sell at price?

raised both by protective taxes and cartel manipulation. But

other works, confined to a single stage or j)erhaps to two or

three, had to strivi- on the one hand, to prevent tarif and

cartel from pressing heavily against them when buying; and

on the other, to get ivs much help lus jwssible from tiirit and

cartel in their endeavour to sell at good prices in the honn

market. Complaints that the export prices of rails, girders etc.

were lower than prices charged at home for the blocks from which

the\- were made, were among the cau.ses which prompted

Professor Wagner in the official debate on cartels to suggest

that " if the whole industry is gripped by cartels, tnist.s and

giant businesses, then arises the final claim that the wholt-

be nationalized '."

' AContradiktorieche Verhanillunyeit, vol. iii. p. 425. Wagner implied lim

this couditiou was already reached iu America: but, rh has been noted abovi*,
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CABTBLLIZATION OK HEAVY HTtKh INDIT.HTRIES

It is wimitted that Oenimn (iniincicrH iire prompt to Mupport HI

mdustrioM that hiive great caimcity for profitiible (Icvolopinfiit

;

vnd thiit thin enrichment of the wealthy er)ablcs them to otfer

better employment to indu.strial and domestic workers than

they otherwise could: hut the chief advantages of (ienimn

nieth(HiscanbcobtHini'<l without losing those of British iiietho<lH.

5. Tfir Stt'dirodii Union in n ''ijcnfritf" cartel, tlfnltjued

U) hnnnonize t/w intcrcMtH of the rarlnux Htrnjen of the nteel

iaiUtMtrif, ill regard to prodnetion and markethuj, and to the

iKiuHti/ conferral hji the Proteetire tarif.

It is obvious that there are many secondary functions of

i-iirtels (such as the promotion of technical studies, the organi-

zation of appropriate information as to distant markets, the

lolltcting of debts umier certain conditions) which can be more
economically, if not more efficiently jK-rfonned by a single

pjwerful cartel rei)resentiug many bnmches of a groat industry,

than by several cartels, each working for only one branch.

But at present we are concerned chieHy with the two dominant
iiimaof acartel—that of maintaining prices at fully remunerativt-

levt'Ls; and that of mitigating the sharpnesa of price-Huctuations

in regard to the particular products for which the cartil is

responsible. We have now to consider the difficulties which
irise in the relations between a cartel in a single stage of an
industry, and cartels or individual pro<lucers in other stiiges.

Suppose that the price of a finished product is falling rapidiv

Congress \» caring for the iiiterestB of small men: and practices making foi

monopoly, which are coinmoa in (Jermany, are forbidden in Amcriiii. Two
Jsys wtre Riven to the Halbzeug-Verband ; and one day was occupied by a
bitter controverBv between the manufacturers of wire nails and the cartel,
which supplied the rods used in making them. Consul Oppenlieimer (lleport
lor 1902, pp. 20-7) says that the cartel of wire nail manufacturers made in
M months a profit of JECO.OOO in the home market, and suffered a loss of
£43,000 in the foreign market: and it was strengthened in this oppression of
the home consumer by an agreement with the wire rod cartel to supply no
Mterial to a manufacturer of tacks who did not belong to his own cartel.
Cartels tight cartels; but they can make common cause against the helples.s
home consumer.

As to the export prices of girders etc. in comparison with the home priees of
.iie blocks trora which they were made, see Heymann, Diegtmischten U'erke im
Ifiuttchen Groi^eiseninduttrie, 1904, p. 215.
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560 TRUSTS AND CARTELS: OERMAN EXPERIENCE

111, IX, n. through the action of gmtm\ cau«f». ov.r which Imnl camb

have little control : then a carU'l. which hindcra the fall m pncH

..f any raw or half-fininhwl material needed lor that priKjuct

increiwes thereby the 1<«m, which the fall of the pric' .,t tli,

finiHhed prcHluct inrtict« on its pnKliicerK. Therefore this wim

of a '--artel in any one sta^e of a large industry lernlh {,> b.

injtiriouH to prcxlucers in later, or so-calU'd " higher " Htagis: m\

the conflict In-tween them commonly r.sultH in the furiiuitior. .,l

cartels in those higher stiiges. The Wronger iK)sition in su.hi

conHict is dccasionally that of the higher stage cartel
:
but if,;..

often happens, the lower stage cartel w.ntrols some iimUml

whose sr.urces of supply are limited, it is the master. Iiimiimr.

able conHicts of this kind havt; bi.n waged in (Jerinaiiy .m\

elsewhere, without set-ming to punt tu any general ciikIusm.

But in recent yean* Nature, in association with human

counsels, has gone a long way towards two kindnd an-i yei

partially (>piM.sed soh'tiona of the difficulty in tliose industries in

which the trouble was greatest. The first remedy is a breaking

away from cartel infiuence by powerful capitalists: they tin.! tk.r

advantage in working through several stages of a great industn

so that each department of a large business gets its inakniil

from a lower stage deimrtment of the same business, without

any external interference as to the price at which the inattnai

is entered: these huge "mixed" businesses tend to ign.ir.' and

frustrate the efforts of single stage cartels.

A second remedy in the form of a " general " cartel, which

.shouUI embrace all classes of steel works except the v.ry finest

had long been discusse*! its the ideal solution. The (JiHicultifc

m its way were very great. Perhaps no combination of jwtiencf

and organizing genius less than that of Germany could havt

overcome them even partially : but the need was pressing ir

order to allay home disconls: and Germany was characteristical!}

eager to organize a military array that might speak in the griu

on even terms with the United SUtes Steel Corporation. So

a scheme was ultimately developed, which went far toward'

realizing this ideal aim" It was found impossible to contn.

under a single ride the higher, fine'- and more various stage

of the indimtry. But nearly all Ue "heavy" steel works o

Western Germany came together in 1904 to form a " Stotlwurfc

•

S'
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t.t

I'nmn." which nhotild oomplcUly control tho output iin<l iniirl'ot- HI. n, ».

mg of their HiniplcHt (" A ") h«'«vy h\a-v\ prixliictH ; luwl «hi itlil

ciintnil the output of thow next in onlor (the " H " pnxluct*)'.

Such ik federation hnH luiviintiigeH over a tiUHt, in that t

Iiiivt'M fn'edom of internal adininihtration to the individual

«orkM: but it is Ii'sh ettioient technically. For uh Herr Jut/.i

<avn, a truftt "can arrange diviMion of labour in every d»tail : it

111 (lilllini^4h or cNtop tme cHtablishnient whone condition is

intav(iund)le, and enlarge another to make up: and it can

|iriKiuce the ^(mmIm in demand in thoMc placcM which are iiioMt

• utjibie for the purpose, account being taken of geographical,

vchnical and business conditions." But if a Syndicate giK's

Mr in such directions, it rousi^s internal disconi ; and charges

t tavouritism and interestt'd motives are brought against its

iianageinent'.

' The ruanoria fur going (o {ar, and no further, are thun set (lUt in thf an>«wi-r>

I

.;t«i by the Union to interrogaturien of thu Ministry of the Interior, and published

a the Kontradiktaruchf Vfrhdndtungeii, vol. iv. pp. 500—660. It ih atile to

ciilrol luarketiug as well ati output for "A" productH (including not oul.v

i-oins, blocks etc., but aUo rails, girders, slecpe ftc.) bi cause they come only

i!i m t small number of great mixed work* " .. <« financial and technical

I

-nJitiunn are much alike." It has .o controll ihe output of "li " guods,

n sliidi Ik little further work has boeu expended, such us nheet-, railway axle.,,

atflii etc., though its few attempts to conduct their marketing have not proa-

IraeJ, and therefore its direct influence over them dws not reach very far. If

I

;diii not control their output, its mastery (.f A producta would be weakened :

isr
' »8 most of the associated works produce them also, they would have licun

jibic to detote themselves to making B products in case of a decline in the

jnarliet for A products: and thus to invito over-production and increase di--

IfMsion of prices." It endeavours "so to arrange its prices that they will

I

clBra suitable {angemfnene) profits to its members (teiiun >I'trA<';i); but so

\m !* customers shall not be injured and rendered incapable of continuing

«k.'' Having referred to the fact that the jieculiar character of the iron
', to which Westphalia had acctiss, had caused a sudden and excessive intlux

Iiapiul which had caused violent fluctuations, it states that ''it opjioses a
rii.!enmg of the range, or iin increase in size of the businesses during the

jpriod for which its contract runs. ..and it strives for the greatest possible simpliti-
]iv m of the work done by the individual steel-works owner.'' It appears not

iaTc succeeded in the tirst of these two aims. But its efforts towards the
It. nd constitute its chief claim to contribute to the technical economy and
j^-e;inc.v of the steel industry. They have not however reached very far : and
^.tKartell-Uundschau. 1910, p. 638, quoted by Dr Tosdal in the Quarterly Journal
|i:' f.conuraicK, Feb. 19 7, says that the partial utilization of equipment remains

Wtore.

-" / ' tiVii.'jrnc jlcnianinduiXrii: auf litHi Wrye ^um Trutl by W. Jut/i,
Nniler Handelsrcdaktear der Kntninchen /eitung, 1905, p. 43.

It

i
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TRUSTS AND CARTELS: GERMAN EXPERIENCE

It allows a customer to six^cify, as iar as is practicable, any

..articular brand that he prefers; and the higher price which.

Lceded to a brand that is in great demand, is said to ,vet

.

a stimulus to improvement in quality. Of course the stiiuuh.

to economy and efficiency in udministrat.cm is little i.npu.y

bv the discipline of the Union; but a new trade-mark cann«t

easily attnvct attention, when overshadowed by it Its uw„

direct marketing costs are of course very low: the A ,.r..iuct>

of every country are marketed cheaply, bc-cause they .,

standardized and sold in large quantities But ther. ,m

„,anerous minor cartels and dealers' unions below it. each ,t

which has its own expenses and charges. The I; nion has . ..u,

without a vote, in each dealer.' union with which it is assooiaU :

and it reserves the right to veto the wholesale prices set In

such an association'. .. ,

Meanwhile there hius been a continued increase in t,. tii^imi,

amJng coal mines, among steel works, and among business.,

that own both. It seems that in 1910 two-thirds of the w „

Westphalian output of coal was controlled by ten fusions, wh.eh

also controlled nearly one-half of the production ot the .st,..-

"tL Union does not confine its action to mere regulation.!

output and prices. It h.vs also some constructive eooiK>rat..

functions: it takes part in organizing international e..hib.tu,a.

and it obtains inlbrmaticm as to foreign markets pertinent .

th.. industry. It =s also a convenient centre for arrangem.nu

such as those, under which the many ditferent shapes and s..>

,f plates required for ship-building are distributed among s,m^

fi,.,„s, .so that each can find fairly steady employment t-r

.

limited number of rolls.
. . ^ , i... ,„„,,.

But complaints are. made that it is too heavy a bo.K to n ,

ouicklv Its great weight increases the anxiety which . B

ah occasion when I contracts come for renewal tor d-.h,-

,hen arise as to the willingness of the great mixed business.

, .The wholesalers aUo a.^iKU to each retaUer Iub ^^^^^^
; rv SO that from the Syndicate to the consumer con.peWiou hi« h«.

-r2;:~"rr=;ircii;:':;,LL...» —
^ Liawwm, Iiuiuttrial uermany, p. 'Jj.

IM.
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which are its masters, to be content with their already large III, ix, a.

privileges. If it fails, the structure of the German associated

coaL iron and steel industries will probably apjiroach very near
to that of the American'.

There seems to be no certainty as to its length of life. But
liuring the war, in 1915, when there wfus considerable an.xiety

;is to its renewal, a project was launched for a yet mightier
Stahlbuiid, which was to extend its control to stages higher
iven than B gocKls.

Before leaving the Steelworks Union a little may be said
about its efforts so to adjust prices for the various stages of pro-
liiiction, that each branch of the steel industry may have a fair

[wrtion of the bounty, which the Protective tarif allots to steel
producers at the cost of German steel consumers, and in a less

ilfgree ofother German industries that produce largely for e.xport.

This practice is the chief instance of a policy that .seems to
bt;ju.st in principle; and it is well executed.

It is clear that, if any steel manufacturer buys his material
at a price, which the cartel controlling that material has set
higher for home than for export, he is likely to have difficulty
when competing in foreign markets with others who have
b-mght similar material, whether of CJerman origin or not, at
lower prices. A great part of the time of the Kartell-En.pi'ete
«us (Kicupied with complaints that German manufacturers of
tmplates and of wire were driven out of neutral markets by
Bntii^h inanufacturei-s, who obtained their material from Ger-
nianyfor ten shillings a ton le.ss than Wius charged to themselves.
Thf stuel cartels were specially harsh in such matters : f„r they

'The Rp,„n oj the Federal Cummh.io,, already quoted contains (Part II
p. 16) an observfttion from the American Consul at Berlin, which may perhaps
contain a touch of iron^ :-" The introduction of reinforced concrete came at theme of mcreasinj. buildin« activity : the cement trust took advantage of it and
praccallv capture<l the entire huildinK construction market and bridRe work b^

I

"^ti utmR concrete at a much lower Hgure than steel girders could be purchased
;"m tbe V.rband. About two years too late, the Verband opened an oHice
'-r co:jpetmon agamst the concrete firm.s and reduced prices. If this had

irrr .'77' "" ''*»"'Ph'«" "^ntry of concrete construction might have
retarded for some years." That i.. to say. i.s lethargy alone prevenM

I <

;«)
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TRUSTS AND CARTELS: GERMAN EXPERIENCE

5 had long before obtained redress from the coal cartel, for the

smaller hardship that they were compelled to pay more t„r

(German) coal than foreign competitors, who also used German

coal The coal cartel faced this difficulty, recogn.zmg that th.

export of products, in making which coal uvd b«en -nsun.

obUined a vent for Gennan coal as surely as if it had been so!

abroad by aid of a special export price. Steel works which

bought their coal paid in the first instance the full home pnce tor

it
• some of the steel was sold at home, some abroad, fh. m\

cartel wished them to have the coal used for the exported .t.l

cheaply: and so it returned them a " refund on a percentage.!

their coal, equal to the percentage of their product which th.

'""^Bufsome steel cartels were slow in giving similar refund^

to those who used their products in higher stage work t.r

export: and even when that pnu.tice had become genera u

was carried out witl. little system and much fnction, till tk

Steelworks Union took the matter in hand. It made great

improvements : but even as late as 1908. German manufacture.

tendering for a gasometer to be built at Copenhagen^ w.e

undersold bv British competitors making use of German .te.

obtained at low export prices: so the Union change.! ...

Bolicv It no longer made uniform reductions on the expor
,

any one class of steel to all countries: but kept those reduc-

tions small for exports to Britain and Belgium
;
while keep.;

them large for countries which do not generally export st«i

goods ^.

*^'itr4°;iru:s-S'.ta. „. «po« ,.>«« '..••;

rather earlier petition of pure roiling u.Uis lor -^ yrur= -
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The steel industry has pioneered the cart organization of III tx. 5.

numerous varieties of manui'actured products, far in advance of

other industries : and it is the main representative of that task.

But it contains only a small part of the associations which

pursue (under various names) policies more or less akin to that

of the Steelworks Union and its subsidiary cartels. Many of

them find great difficulty in arranging modifications of their

standard prices to meet the variations in the qualities, sizes,

iir shapes of similar products coming from different sources:

but perseverance and ingenuity have conquered in a notable

iiKinner. In the case of one set of goods produced by artistic

specialists, an expert appraiser was called in to set the price on

each article.

duties on raw iron ^crap iron, and half-finished goods, came to noug' i. (See

SirF. Oppenheimer's Heport, 1909, pp. 119 and 117.)

The suggestion of the Centre party was on the 8,,me Hues as the existing

fiscal rule, under lich the exporter of grain receives a permit to import a

corresponding quo.. ity of grain duty-free. That rule has indeed been much
abused ;

partly in consequence of the permits being transferable, and available

for grains at frontiers other than those at wliich the exports, that gave rise to

them, left the countrj'. But this does not seem to have been the ground on
which the Centre party's suggestion was opposed.

If

If



CHAPTER X

TRUSTS AND CARTELS: GERMAN EXPERT K.NCE

CONTINUED

III. X, ]. 1. MoucpoUsth- tendenc'iex of some Gviituui n'und hml

nemx in nnsociatimi irith rartcls and hauln.

A jiartial solidification of thr various bninches of the

AnKTiciin steel int^ustry was initiated by the foundation of tk

United States Steel Corporation: but it has been bnadtnhl

by the interpemieation of financial interests with those of th.

steel industry. The chief financial poweix in Am. rica have

indeed had their origin in industry and trade, but more especially

in industry, during the memory of living men ; and Aiiitrirar;

industrialists for the present control finance, perhaps iis mufh

as they are controlled by it.

But Germany, though younger than Britain, is older xhh

America in this respect : and the rise of some German ni-

dustrialists to a high place in the ranks of tinancf has g"^

together with an ever closer interweaving of broad iinanoiii

eounsels in the control of particular industrial interests. 1;;

both countries the cooperation of financiers and indiistrialiv-

of wide experience and fa;- reaching faculty has led te t^

develoiHuent of policies, each of which aims at making for thf

larger and more permanent interests of those on \vh.)se beh.!'

it is contrived- and with n(j further hurt to the rest ot ii>

people than seems to be involved in a woU-ordered pursuit <•

that particular aim. This limitation is indeed of considenhl'

importance from the point of view of the student ot social w^i;-

being: but it may stand over for the present.

Fortun<" is said to favour great legions. Perhaps the reas !!

is that a i;...>ne army, well led, will recover from the Jft"--

of ill fortunes, and forget them; while good fortune is HK'}



INFLUENCES OF BANKS ON INPUSTRIAL ORGANIZATION 567

to bring its success to a climax, and thus become prominent. Ill, i, 1.

A weak army, weakly led, makes little use ofgood fortune: and ill

fortime, which may j)robably have accompanied its final disaster,

is not overlooked by the historian. Similarly the powers of

fiii;incr everywhere help a strong business to ri.se to great under-

takings; while they are shy of assistance to a weak business,

when in distress. In Germany the connection between business

success and finam ial aid is especially close, ivs we saw when

iliscnssing the financial basis of business organization (above,

II, IX, 4) : and banks are alert and forward in associating

thi'inseives with the strongest iiidustri il enteq)rises. Thus it

Ims come to pass natunvlly that a large majority of the great

(lerman banks have been interested in the Steelworks Union

;

while !i few have sided with ths' pure rolling mills'.

Kach of the great banks has representatives on .several other

banks and on a vast number of industrial enterjjrises. For

instance the tnain purpose of Georg von Siemens, the founder

iif the Deutscher Bank, was to "foster and facilitate commercial

relations between Germany and other countries-." Accordingly

it took a leading part in fusing industrial and banking interests

:

and in the hands of Herr von (Jwinner, it developed the jmictice

nf inviting leading industrialists to its councils; though indeed

thiy do not exercise much influence on banking policy. But
rqircsentatives of banks have exercised, for two generations

at least, a strong control on industrial businesses which they

support: and they "have always taken sjiecial care... to provide

fur the disjiosal of the products of the industrial coni])anies in

'jiiestion to suitable industrial enterjirises on which the banks

Wire able to exerci.se soirie influence '."

' This statement by Riesscr, I.e. p. 179, is representative of the "connection
of the German great banks and tbeir concentration" with "the ccnnoniic

dftelopment of Ciermany"; to quote from his title pact. For inatiini'C, wh>']i

the management of the great Phoenix .steel works hesitated to join the Union,
the powerful Schaaffhausen'scher Bank, which had taken a great part in founding
t!i»t and other important steel works, compelled it to enter the Uiiion (//;.

f. 516).

'- Details of its plana are giviu by Riesser, l.i. pp. 420—440 and 472

—

481 :

smilar statements in regard to other great hanks arc also given by hira.

' Riesser. p. 37.5. He pives (pp. fi«7—920) iletaila of sfiniB aii or seven
riundred representatives of important joint stock companies who have seats on

!SI



^'^,vg^.?flfeiy^

568

III, X. 1

TRUSTS AND CARTELS: GERMAN EXPERIENCE

These tendencies have very lit." ^ kinship with cartellization

:

they correspond rather to a strain oi character which is Hpeciully

American ; though they are developed with an intricacy .,t

detail, which is appropriate to the German tt inpcr, with it<

faculty for quiet mental activity throughout long hours. Ami

indeed we see here yet another ri^ason for thinking that Gorman

tendencies towards cartellization are likely to yield plaic tj

those that are more distinctively American, as regards ihu larijer

aflfairs of industry and trade; though the activities of niativ.
ly

small cartels in particular branches of industry and marketing

show no signs of weakening'.

The steel industries are a unique group ;
because practically

the whole of the plant, as well iis the material ol every stcri

business, consists of steel products : and it is not probable that

any othi'r group uf industries will exemplify as large and colurciit

an illustration of sei.ii-monopolistic cartel organization as it h;i>

already done. Perhaps the woollen (and worsted) industry, ami

the cotton industry come next to it in width of range. In l!ll:i

there were 55 textile cartels in Germany. Nut nuich proi,Tra

had been made by attempts to weld them into broad gruup^;

but plans had been proposed for " the formation ot a antmi

national organization for the whole German textile industry.

including trade associations as well as cartels... and fur thf

org.anization of a special credit institution for the textile in-

tlustr)', similar to the German agricultural banks-."

one or other of the great German banks. And the Federal Coniniission. I-

Part I, p. 62, presents in a tircat chart the direct and indirect connection of

the Deutscher Bank with German and foreign concerns, many ot whici: art

('.omiuatins factors in important cartels.

' See Ries.xer's account of the intluences of capitali-^tic concentration mths

mining and metallurgical industries {I.e. pp. 72;j—749) : he gives special atie:iU-i

to the widely ramified interests of the great iron and coal mattnat' '>, Htrr luv-i. c

and Herr Stinnes.

The interpermeation of the interests of German banks is shown bvhi*!ist=

(pp. C42—6) of the hanks which constitute the five great groups, eucli of wiuci.

is lod by one of the great Berlin liauks; the Deutscher Bank LeiuK ut llioliesi

Their total capital (including surplus) wa.. over a hundred million i>oiin-l> ir.

li)()8. These tendencies seem to have been strengthened, temporarily al U«.

during the world-war; but it would be premature to express any opiniuu on :&

.solidity of the new strength.

- Report of the Federal Trade CommiMiOH on C(ii>]teratio'- in the Ammm

Exnort Trade. Part I. p. 260. based on statements in the KmleU-nuiuUAn.

1909, and 1915.
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2. The terulemjf of noim of th/me imfnsfriefi, vhi'ch cm- in, x >.

body the bent resultn of Germnu genim, to tfmninntmu hff n

few giant lnmin>nsea, with wutiiaf nuderHtiindings, irhite

avoidingformal cartellizntioti.

This tendency to doiiiiniitiun by one or two giant firms is of

loursi' most clearly marked in those industries which embod\
:ho chief triumphs of the German creative genius ; notably the

rlectrical and the chemical industries. In 1900 tlie electrical

industry was led by Siemens and Halske, and by the General

Electrical Company (known now throughout the world as

A. E. (}.," these being the initials of its German name): but

beside these two there were twenty-six others of some im-

portance. The twenty-eight companies were clustered in seven

jjroups, supported by seventy banks. But fusions and com-
munities of interests proceeded apace : and now the two leading

roncems hold four-fifths of the electrical business of Germany
111 their own hands. Al.so they frecjuently obtain controlling

interests in electric lighting and power works ; which are their

'?hief customers. The two act in concert on many ocousions,

t^ipecially in external trade : thus they have organized a
special bank (Elektro-Treuband) for financing electrici.l under-
takings. In 1912 the Siemens group gained financial control

f the Berginann Electrical Co.; but preserved its independent
tomi, and claimed to allow it autonomy, on the ground that thi'

health (if the entin German electrical industry depends upon
>harp competition among two or three large concerns, which
encourages invention, and devtdops technical and commercial
organization m the competing plants'.

The German dyestuff industries again are too confident in

' This statement is derived from the Report of the Federal Commission, I.e.
I'art I, p. 278. It gives a chart representing many scores of connections of the
A.E G., through its leading officers and members of its Board. The Siemens
-roup does not lag far behind.

These industries have the advantages of making standardized products that
i( rectuircd by the hundred thousand, or even million. Their plant ir, expensive

;

Mt It works for the greater part cheaply, when once set up. Thus only pnwer-
ul capitalists can compete : and as failure by any product to work well might
tciuiuu much inc.nvenience, purchasers are apt to require well-known trade-

•
'^'"^'"' technical advantages enforce the suggestions made by representa-

'"M of the giant businesses on the direction of electricitv-usinc companies,
'HI laiiwaja etc. in favour of those businesses.

M

'
!

J

u
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III. 1, 3, their magnificent technical mastery to care mucli for rani

organization. Every business ha.s had its own pjvtonts and it*

own secrets ; and the strongest have clustered together riwiniy

in two groups, the Badiache, and the Hochst-Caselhi'.

Another great instance of the Oernian tendency towanl.

tnists is the growth of the German Metal Buying CoiubinatKi

It had its origin in the London firm of Merton, in associati r

with some members of the Cohen family. As it jinignw-t

its heiulquarters were transferred to Frankfort : luid it.s w.irH-

wide associations befort? the war constituted a most inrntrfi!

community of interests'.

•,\. The mctrasitig rr»po)iHihUHies of rnrteh to tlif'n

several induMriex, and to labour.

It would be unrea.sonivble to lay much stress on thi tV:

that the two gn-at industrifs, in which Gennan Iciuicrship .-

Tiiost conspicuous, owe little or nothing to the lnlthtxl^ t

cartellization. Those methods may possibly be beiioticiul :

ordinary industries, and yet unsuitable to those that an f\-

eeptionallv strong: systematic instruction is not shown tK

mi.sdirected by the fact that it is likely to hinder rather :li;i:

help a pupil of genius: he goes best by his own way.

Nor should great importance be attached to the cxtravaga:;

and even suicidal policies, that have been occasionally adnpw

by inexperienced cartels, which have generally wiknl .n *

I Th,' Uoitril of Traih.h)urniil. July 4, 1918. Kave some iletuils "f tliisrr":'-

.\t that time nearly all the products of the chief businesses in the chec

industry were pooled: but a few specialities were reserved, teiuiKirdrily at l-i

by individual tinus. The dividends had recently avcra«id iibotit in perc;r

and much capital had been writt. n off. The Chairman of tlie Braiifori N
Association suid early in the year that "the German colour iind ch.cm

works, and many auxiliary businesses are now embraced in one hiiRe omr...

tion, with a working capital approachinK Cm.oO"; while a -ood leal ci.it;

beinR obtained. The German Government assisted, of eomse \vi;li in'^:

mihtary exi(,'encics.

- The Imperial War Conference, in a Report [Od. 9177] issued m Oc: i .

191H, pave an account of recent developments of the Frankfort M. talftant t

MetallurRische Gesellsohaft. It attributed their prodifiious power pa::.? :

subtle financial intrigues; and partly to "the high development of sw:
'

training and industrial research in Germany''; and recommended that c

uieasuies, paitiy temporary, su^uiu ut: mnen hj An.-^n -'

non-ferrous metallic reserves of the empire should be restrained.
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jraall scale. An incrj'ane in the volume and the complexity HI, x, a.

of thoHe affairs, for which a cartel is responsible, intensifies the

i,rravity of the issues to be decided at meetinjfs i)f the Council

;

and increases therefon; the inclination of the larjjer capitalists to

;nve time and thought to controlling the meetings. The Council

of a mighty Syndicate generally bring to bear powerful minds,

a fine .sense of profwrtion and a wide purvii-w : an«l they have

access to inside information as to many branches c)f industry aiid

trade. Their characters incline them to prefer large deferred

(jains to the smaller immediate advantages, at which weaker
inengnusp: and their large command over capital makes it easy

w follow a waiting jMjlicy.

But yet it is doubtful whether the weight of the task tn

which they are committed will not increase faster than their

strength, fiiSt as that grows. The Westphalian Coal Syndicate

and the Steelworks Syndicate have already tiiken powers to

handle and convey coal and iron respectively, and thus thev

may probably s<M)n be considerable employers of labour; while

the Coal Syndicate, if it acts on its new power of purchasini"-

(.oal mines, will have taken a long ste|) towards becoming (•

mist. Agiin, the Steelworks Union, and some syndicates, which
are nsj)oiisible for marketing several kinds of prwluets, have
Wvn CDtiipclIed to prescribe the kind which individual firms

must produce, whenever it happens that demands for the dif-

terent kinds are moving unc'venly. Again the assignment of

thfir total contingents to the .several members, when a fi.xcd

rule would give no good result, forces the haders to take on
themselves some of the responsibilities of collectivi' ownership.
Thus new diflficulties grow at least as fast as old ditficulties an'
"verconie: and the tendency of some cartels to attain monopD-
iistic power w;is becoming more prominent before t he war. It is

nutable that much assent was given at the Empiete to Professor

Brentino's exclamation: "if we are to have a monopoly, w.-

should at all events prefer it to be a State-!!!:inop<>ly'."

' KonimiiktorUche Verhandluiujen, iv. 233 aud 24.5. Anotliur trou. in
instanced by the complaint of some vigorous young members of the Cement
Kirtcl that, if they had been allowed to push their own brand.s, they wouhi liave
obtained a strong hold on the market ; but, under cartel management, conRumers
do not h*ipnTna frt*nlll». —.Ul. *U^;_ l.r-i-4~ Tl- - . f- i* i r1..- i..i.[.,,..r w.t., ttirir Drfiiiarr. ifxctfiuiL- any iippurtiunnicnt .ii

contingents based on the special requests made for their brands is unfair: and

i! ti

!l
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III, X, 3. Moiinwhilc there is somo sort of an understandiiiR thatth

woiiker firms will not be entirely suppresHed. Tiie leaders sut

indeed, with nn(juestioni'd sincerity, that they do not make it thu

ivilicy to put prices so hij(h as to enable ill-managed firms t

survive : but they are not altogether free agents in the mattt-r

During the war there has of course been no disiKiMti,,

to (iisturb existing arrangements: but not long ago there wer

many rumours of internal conflicts, which st^emed to ttiMU-

the lives of the Coal and Steel Svndicates ; their plijcv b.in

taken by "a vast trust, arranged by the few leadinj,' coniyn

)f the mixed type; which woiUil thus end by being Ain.ricar

ized, after a process of evolution through iin essentially Uirma

system of syndication '."

"Labour" was not able to speak for itself .'it tho nffici;

Intiuiry into Cartels: but in 190.5 two memorable meetini

were held of the great German Jissociation for Sdci.il stiidi.

{Verein fur Sucialpolitik). The first, opened by Prufti*

Brentano, was on "the condition of labour in private !;iai

businesses": the second, opened by Professor Scliiuolkr, w.

on " the relation of the cartels t(j the State." Vn>(. Brentar

contended that, as the law does not recognize colkvtive agre

li'l

W

. if

if, on the other hand, the contingents are proportioned to the potential outp

of the firniB, a premium is given to the creation of superfluous plant, tollui

by neglect in its management.
' Oppenheimer's lieport, 1910, p. 157. In his last Report (1914, p.

11'

indicates clearly the inherent tendency of Syndication combined with a Pi

tective titrif, to promote disastrous fluctuations of output and prices, in spitf

n ceiiuine endeavour to diminish them. Thus during a slump in an iniiafi:

a feeling grows that a Syndicate is needed to take charge : and that often c»a!

reckless extensions, in order to justify high figures of participatiou. The s«

dp'ire induced so\ne makers of drawn wire, during a recent lioum, -in tia

anxiety to be able to show a large clientele, to sell their manufactured ar!;c,

even below the cost of their raw material (rolled wire) ; as was espfCtri,

syndicate of drawn wire is now (.June, 1914) being actively net!otiated. B

even syndicates already in existence are often powerless to prevent lb

members from engaging upon such boom extensions, thou;^h everyboilj kno

thftt no syndicate is started without demands for fantastic figures of parti

pation: they can levy a tine upon over-production (and during a bixim sues

fine is gliidly paid), but sometimes the industrial constellation forces th

hands: they encourage extensions by taking an indemnified delivery ol

!

over-production." He gives recent instances oi sucli action b> ""> '-^^ *

the Kaw Iron Syndicate : and explains in some detail its evil results.
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tnentfl by opemtiven, the giiint business stands iis a unit ugainst III. x. a.

an unorj,'iinizi'd cfdwcI of individuals; and "the conditions ot

work are settled by the one-sided decision of the t inploycr.

"

Another speaker enlarged this argument by referring to thr

informal increase <)f the autocratic jjower, which rosidted when

the giiints acted as a unit in a cartel : the great coal cartel was

ilready urge<l to put a stop to "that coinptitition of employers

,,t' hibeur which residts in the pushuig up uf wages " (In-die-

Hohe-treiben der Liihrie).

It was argued that, if a single business has a ijuarrel with

Its t'iiipli)yees, it can generally arrange that the work, which

would have been allotted to it, shall be taken over by another

member of the cartel; while the contingent of the first is maile

lip, in some measure at least, at a later date. It was .dso urged

that the {xiwer of employers, thus conci'iitrated by cartel

organization, tends to render the ordinary strike inetfective : the

workers art! therefore forceil to look more and more to p<)litical

:»ction, associated with "demonstration-strikes" for a mitigation

uf their evils.

Much stress had been laid during the official debate on the

statement that ciirtels exercise no direct influence on rates of

wage.s: but it is obvious that their meetings facilitate

irpinized strategical pf)licy in wage conflicts. And, when Herr
Kiniorf, the head of the Coal Syndicate, repeated that state-

ment during the Social-Verein's debate on Prof Schmoller's

motion, the answer of labour came promptly that a recent

meeting of the Council of that Syndicate " was closely followed

by a nearly uniform reduction of wages throughout its dis-

trict'."

I

' See Schriften dfK Vfn'iiis J'Ur SocinlpoUlik, No. IKl (a.d. 1906), pp. 13.") —
150, Kifl, 187, 411. A miners' representative (ifc. p. 1<»2) referrod to a recent
•;rike as pnrtially sucfessfiil: but later on, in the debate on Prof. SchnioUer'a
nitiative, Le added (</<. p. 412) that the operatives had less chance of success
mcomljat witli a cartel than with a yiant buniness. It is urjjcd as a ground
fi't conBJfnco as to the future relations between cartels and laboui, that
!hs position uf the operative has improved more on the average in those in-
utstries, in which cartels are prominent, than in others : but this is not a
'Mure (jround. For the most prominent cartels are naturally in industiics,
"liich the genius of the German people and their special advantages have— n-j j.r--p^To„-. .waning ii:yij piuhtr, ti;f cii;p;uj-crs can aSord
» pay high wages. As they use advanced labour-saving machinery, which

ii;
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III, (. *. 4. FnurtioHH qfthe State hi rt-lathm to rartiln.

The (ItTiaHU OHVi'mint-nt h:iH |HT8i»U'ntly upheld thi> rijjh

of bu.siiit'N«oH to cdiiiliiiU' with oiu' anothiT at thi'ir will, ,i,|

th(mj(h th»ir tomh-ncii'M Im> clearly iiionoixiiiHtic ; hut it ha

alw) held its«'H' Ixmiul to intorvfiu-, whiii nt'ivM«iiry, m „nle

to prt-vfiit tlu' iM)wi'r thus ohtaiiud from btiiig iimiI to ih

ilttriiiu'iit of the jMiblic. It hiut twiw made apjiniiuiw^ tnii,

loal irnluMtry with the |iur])o.se of inHuenciiij{ the |i.i|ii y u| th

Westiihaliari CVmiI Syndicate : and many writers udviH^.n,.

viporouH extension of State ownership of coal mines. |5i:t nurn

owners attirm that those, which it pos-sewses, ar hadl) iiiaiiai;iii

and miners ilcclare that itH mines are bad t. oyei-s ..( labmir

In spite of ircent geographical and scientific di-iciiuriri

Piussia's deposits of potash constitute an important |arti,

monopoly. If they were owned by a single coni|iJiiiy, \»ii

sole regard to its own profit, the price would pnihahly W at

so much above cost of production as to yield .i huge iii(inn|Mj

ijfltn lepreHi-ntB a value of wveral hundred ikjuihIm per luiplojei', it i««jn

their while to pay waKOK hi^h enough to attract tin- mo^t highly KJiillcl u

lu.soiu'cetiil aitiiuinii for the more reH|)on8ible pust« ; and indeed fni suchtoi

the luOHt hit^hly paid labour Ih sfcuerall; the cheapest. Kveii tlieir mm^
labour must often be well paid, thotifth for another r^a^.ln : fur thi* (.'ruwii

induHtrieH demand more labour than the neiKhboiirliood can cupiily, niKiMmi

ha»e to be Httraoted from great diatanceii. Hut ntill they pay wut,'i"* much bi-lo

thotie pri'VnilinK in liritain.

' In l'.U»4 til'- PrusKian (iovemment set the I1'-"rtdf r I!i,nk to h'lv »cM

for it a controllint,' majority of the sharen of the >.'riat .' .« rnia coal wiin.' ui

Hunpicion liaviiiR been aroUHed, other ^reat bankH riianceuvnd in viirioiis ii;

(which WLTf upheld by the Supremi' Court on appeal), to previiit tlii^-; andi

(rovernment w«« left with a large minority holding of the sliaiw. U o»i

many minis in the Saav ili»trict: auit later on it endeavoured in vain to a

thin as a lever for iterint? the Westphahan Coal Syndicate with a l»r).'f vciia

power. Herr (iothein, an active member of the Kartellen-EtuiuSte, a mi:

owner, and a leading authority on the general eondioioiiK of Geriusii.v. ari.ii

(lUe Virntnatlichunn ilea KiMenbi-riituiiiet, lilO'i) that, Stati' ownership

imi>racticalile; thougii it would rescue the country from ^-reat iiiiuj:ers if idfsl

managed. On another side, Dr Kollmanu gives a brilliant I'ictuir (itmiiit

Deiitnlier Slalilwfrhniirhand which might organize the wholo of tlit ii"fc>i

and become a national organ for research.

Uut employees are likely to pay more attention to such .storie-i as th«l i

coidcd by TIte Kruiiomixt (21 May, 11)1(1) of a lock-out in the dernian bcilli

trade; which lasted so long that KOine emplnyers abandoned it; whereon l

StahiwerkHverbauii wa:. luvuked to bring theiu to older by nfii-WEn *' '-u

tliem with girders, etc. They were thus forced to continue the l,,ck-oul.
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rivcniii', lit tin- i'xpfiim' of Ntintiiij^ »Jtrtium ii)^riciiliiiri''H mipply ill

ul a much iiffded fi'itili/cr. I'livatr owners tciul to txcrcim-

their itiHiU'rice in thi- wirti I in thiit (iin-ction: hut, |Mirtly hv

li'jfidlation, tind |Mirtlv l>v luciins of it.s hir^T Imldi'igs of tin-

lipcwit, the Uovt-rniiu-nt >oiii|k'In the price fur (lomi'stic iuiI*-h to

U kept rather low; while leiiviiij^ the cart, free to put the price

lur fxpirtiitinn where it will. In thi> sinjifje cii'^( a carter.H

' xport price is above itM home price'.

A){iUii, .ship|)ing on the Rhine ami other iiilaii(i waterH ha.s

Ipiri. threateiieil with a j^t-neral syndicalization; partly under the

iiHiitTice of coal and steel rnaj^nutiM, who alreadN have larjje

ilietH. .so the three (iovernnients of Prussia. Maden and Havana
hivf obtaineil controlling interests in such shipping.

Niiwhere, ami certainly not in (Jennany, is there anv doubt

1- ti th<' high public services which trade organizations can

ii'iidiT to the meral and material well-lx-ing of their inembei-s

imi iif the general public: and Schmoller, in his ojK-ning ad-

Inss, recently mentioned, said that (.lermans rejoice in their

iltV(li)piiient of the principles of a.s.s(KMation {Heiioxseiiscliiift);

.ht'y aru therefore proud of their cartels; an<l yet prouder of

;hi' great men who founiled them:—men who "had the widest

iiitI(Mtk. the highest jxTsi.stence anil invention; and also the

;;rfiitest tact and conimonHense....The best of them were not

mere money-makers: but on a level with the best generals and
>tatesiiu'ii in tjih^nt, in character, and in achievetnent." But
r.i'verthele.ss the conclusions, for which his long addn-ss pre-

|«rdl tile way, ar^' not altogether l:ivonrai)le to cart.]. The
H-ttin;^ up of cartels implit's a revolution of the constitution of

iltrrnan economy. The raising of prices in many directions

injures ail consumers, all not eartellized industrit-s." For these

md other reasons he developed a plan by which the whole
irtairs of the cartels would be within the knowledge of ,•,

'l.|)iirtiiient of the State. Th.' State should intervene to pre-
vint unfair prices, with special reference to export prices: and
t -hduld iivenide decisions which exclude<l or which punished

The raitel has done xood work in cxplainiuj; to atjricultiiralists the uses nf
lotdsh: but it has dilHculties with Home of its weakii' members. Its storv is
'''-•'•

"J "^i T-j:Klai ia the i^uururiy .Icurr.al ../ /,', „.M,iii.i.., Nov. IUi;i. S,-,-

a!w UaW3uii, Industrial Uermany, pp. 1-24—7.

37-.

1. I

' l|



57(5 TRUSTS AND CARTELS: GERMAN EXPERIENCE

III, i, 4. members harshly. It should compel the adoption of "coni-

promises between organized sellers and buyers. This holds

especially for settlements of the rates of wages'."

(Jerman opinion seems inclined to advocate publicity n- ,i

hurt-less remedy for social hurts. But it is content with

general profession : it lacks concentrated resolution and in-

sistence. It seems to appreciate, even less than British pubh?

opinion <ioes, the urgency of that class <>f (piestions which th-

Ami'rican Bureau of Corporations, matured as the Fiil,n<:

Commission, has pursued with untiring energy. It has n,;

yet learnt that though monopolistic powers in certain diror^ti. n;

arc necessary results of mo<lem ccmditions, they arc apt lu

cause gi-ave evils iinless controlled: while for obtaining iffecinv

control, even autocratic power is of little use, unless based m;

organized, long continued, authoritative studies.

The Kartellen-Enqueie was a unique concession by th.

lJovernnie.it to a growing feeling of an.xiety that giant businc«ft^

would master cartels, and thereby master the State, unless thf

State awoke to the dangers and dithculties of the sitiiatmi:.

But, as we have -seen, it was brought to an abrupt ami unsiUis-

factory conclusion; which was thought to be partly caus'd

by unwillingness cm the part of the Syndicates tu respond !.•

(luestions which penetrated below the thin stratum of otlinni

inquiries. So long as the general opinion of a great ptofw

acquiesced (juietly in such subordination of public to private

interests, its example could not afford good guidance. There

are strong reasons for thinking that the exploiting of the nia?se>

of the people by the dominant classes, through the agency d

cartels, made an important contribution to the di-content which

broke into violence after the war.

1 Srhriften lUs Verein^fiir Socialpotitik, No. 110, pp. 254, 270, 271. andtl.

M



CHAPrEK Xi

AOORKGATTON, F?:i)ERATl' >S. .\M» < t i.ji K15ATIUX
IN BRITAIN'S INDUf "i;V VNi) Til S.r)E

1. httrotlHctortf 'i {fiance btu-furard,. m. x,, i.

Sevcnil excellent accounts hiivc rcciTirly appeared of a^rgrc-

.atiimsand federations in Briti.sh industry and trade: and, partly

urchiit reason, no details in re^'ard to them will be given here,

xcipt by way of illustration'. The purpose of this and the

t'llowiiij, chapters is to apply the instruction, which seems to

ii. afforded by recent experiences, especially in America and
titrmany, to problems of Britain's present and near future : and
;' sufjgest that the strong individuality of the British race may
find its highest development under the guidance of the spirit of

f.'nstnietive cooperation. It is true that giant businesses alone
ire capable of some of the chief tiisks of industry in the present
igo. Btit, where their presence is not demanded by technical

considerations, the immediate increase of strength, which would

'It m»y suffice to name (1) Macgregor, Industrial Combinatiou. lOdt;

;

i) Macrosty, The trust mm ement in IlritinU iriduf tries, l'J07
; (nio«t of ilif

asinesscs described in it however have had no considerable monopolistic ten-
l-nciep; and belong to the class which are described in the present work merely
i- "giant businesses"); {'.i) Levy, Monopoly and Competition, a study in J-lniitisii

^Jmri'ilorgiiuization: a careful piece of work published in Germany in ly(l<J;

1 i?h translation, I'Jll; (4^ Ciirtrr. The tendency tou-ards industrial eombi-
'h'H, i!tl:i, a reasoned record of facts reaching nearly up to the world-war. The

Aiijtiuan Industrial Commission had published in 11)01 a good short account of
Industrial Combinations in England" in its Report, vol. xviii. pp. 1—71.
The history of British giant businesses generally, as well as of distinctly

!::™orolistic tt^;greuations and federations (so far as they desire to take the public
•xo tiieir oontidence) can be read from year to year in the spacious records of
!«ir proceedings, which they cause to be inserted at high charges in appropriate
i uraais: files of The Koinomin are spicially helpful in this matU'r.

An excellent terse survey of aggregations and federations in British industry

I

;S?iten in the Kcporf on Cooperation in the American Export Trade by the Federal
.

....,t
t'.-i;!:uis5;oE, 1910, Vol. 1., especinii^ p. 86.

h r

SI. I. T.
37
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III. XI, 1. result from a rapid .-nlargeiucnt of their sway, might hv piircha^Ki

at tou great a price: the vahie of that frci indivichiality, whi^h

hiis made Britain great, is apt to be underrated in a hasty vi.u

All praise must be given to the constructive work of Vnr.m.

cartels: but it can be dissociated from their restrictive ami mil;-

tant policies. "Cooperation" in that sp.-cial use of th. tin:.

which is familiar to British workmen, is but on<' outomi,. „:

that fortitude' in purpose, tempere.l by the spirit of good f,ll„v,.

ship, which has spread the British race over a great part uf tn-

world: and constructive cooperation in the larger atfairs i.t n,-

dustrj'and trade is both re(piired and facilitated by thechancM

of Britain's inilustries and her geographical contiguratim..

Before looking forward, let us take a glance baekwaid.. W.

have seen that monopolies of early times were seld.,in witimui

plausible motive, and often did excellent work in their yniith

but they were apt to outlive the strength and high purpu-.

.

theii' founders, and to be('ome obstructive as well as incei.iirt.n

in their old age. Moreover the Tudors granted them reckl.-i;

to eager courtiers: and thus was set on foot that intense liatrnl.

monopoly among England's people, which was destined to .xd

eise a great inHuence on her later history. Hatred wa.^ iimi-l.

with contempt in the eighteenth century: when the great.Jam

Stock and Registeiv! Companies, which had done g„od seme

in the pa.st, became i-.r the greater part inert, etiete, and ..v.

eorrupt. In the first (piartcr of the ninet.'enth century th

very unwise and rather selfish use, which British landlords im'l

ut their monopolistic control of Parliament to raise tlnnr n»

ivnts at the expense of the food of the people, intensiH.d th

hatred of monopoly still further. And lastly the advanta?

which a country may derive from j.erfect freedom <d' mt.rpn:

in industry and in trade wer.' em^nasized.and even exa^jrim!-

by olKservation of the vast increase' of the country's econHiii

.strength in the sec.md and third (piarters of the e( ntiiry, «b

Brot<'ctive duties wi're- gradually abolisheei.

During much of this time business was chii'tiy in the Iwii'

of self-sufficing, self-made men ; who were often cnide. b

always vigorous. They worked harder than any other >et

business men in the world ; and then- superiority ui m^^
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over coinpetitoi's was continually increased by theii- growing ill, xi. i.

lommand of the economies of |)ro(luction on a scale that was
relatively large then, though sniull in comparison with that
which prevails now. Ki land's Hocks of sheep had contributed
to set up her woollen im istries l)y aid of an automatic organi-

zation of industries and trades, more highly developed than any
other that had been spread over an e(|ually wide area: and
had prepared the way for the automatic organization on an even
larger biisis of her cotton industries.

Thus many diverse intluencts, some of them {)artly accidental,

ronibined to give British manufactureisand merchants the uppei-

hand over I hose of other countries in the third quarter of l- t

vntury: and this success t'Ugendei'ed ea.sy-gcing habits .)f !ifv

and \v.)rk among many of the sons and grandsons of those whose
-rrenuous, if sometimes uncouth, energy had revolutionized in-

dustry and trade. In the next two decades .som<> signs of weak-
11. ss hecanie evident

: but in the present generation th<!re has
ippenre.l a firm resolve to reconsider British methods in relation
tnthe problems of the new age: and to the .solutions of those
problems which were being worked out in America, (Jermany
and other countries.

Of course suggestions, derived from the experiences of ,in>

me country, cannot safely he applied to the problems of another,
iintil account has been taken of the degn^e in which each e.K-

penence depends on circum.stances that are not to be found in

the other. Thu.s, on the one hand, attention needs to be
Greeted to the opportunities f(u- stringent monop(distic control of
'he machinery of in(histry, and of prices, which America derives
nnm gt'ographical causes, and- though to a much less extent-
tiom her Proti'ctive tarif; and which Germany derives from
h.r Protective tarif And, on the othei- hand, it must not bo
t'rgotten that (Jermany 's strong, though harsh, military-bureau-
'mtic organization has enabled her (Jovernment to 'intervene
>ith a tirni strength and .security, that are not to be found in
•he interventions of the (Jovernment of a democ'ratic country:
labile Anu'rica, conscious of this difficulty, has studied the pro-
bh'ni.s of monopoly with unrivalled thorough nes.s. Herconditions
lave given to the.se problems ;i breadth and intensity fiir in
Acess ot uny that have appeared elsewhere : and her methods

37-:2
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III. M. 2. iire not suitubk; for adoption without K'scrvc in other countn-v

But they h;ive been developed with so much energy, and *

much sincerity and openness, that they seem to -ff i- t^iiidunc

of high value^o Britain in view of the n'cent ,il of snrn.

broad monopolistic tendencies. For the two peoi ai. ikin n.-

only in race, but also in openness of character and Uiivctnos

of action : and the same principles of Conunon Law iipply toth'

regulation of monopolies in both.

2. The strun'j iii(fii'iifi<nlif!/, irhicli erentiil Ii/iUm>

hulHxtfial leadn-ship, /.s sfHl her mont iiiiportaitt asset. But

It needs iueira^ilmjlj/ to be supplemented hij rendim.o^ to n-

operate fith others iii hir<je afairs ,
irhile the si(p"mmii

o/svmll (timiiesses hij larye in mutnj industries is ineritnU,.

As we havi' seen, the Industrial faculties of p:iiglanil rL-

veloped tardily, and ow.mI much to the guidance of Dm.

teachers who had learnt much from City States : even the enter-

prise of her navigators lagged long behind that of tiie ronu-

guese. But gradually she became, first a rival, and then a lo;ui«

of the strongest: partly because the ocean defended her tVoni

the military violence that crippled Holland; but mainly bems

her people had never been either inclined or compelled to look

to authority for instructions. Each man settled his own affair?

subject to but little discipline save that of custom. And sine.

the shackles of custom were not felt, they merely narrowed th.

range of action of individuality: they did not destroy it S

individuality accomplished great things, with ever-enlargin:

scope ; and as the ages passed, a great part of the world cam.

under British inHuence ; Scotchmen joining with Hnglishm.r,

and often leading them.

He, who respects his own individuality, is unlikely to be

;

tyrant ': he may be wanting in tact, an<l m (juickness to assiimlat.

that which is" good and helpful in the temper and liab:ts

.

others. But he is sure to be frank, and likidy to respuct th-

individuality of others: refusing to be regimented, he is ui.

likely to regiment othei-^s. Thus individuality and resolution

combined with toleration, have made the British Eiuinrc grea

But such toleration is not inconsistent with an excessiv
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respect for one's own judgment and faculty: and, though con- III, xi.

tidence iu .ne's own rusources may bo an almost unmixed good

in matters that are within their reach, it may be a source of

some weakness in larger mutters. That is to say the specially

British qualities which made Britain great, when business wiis

un a relatively small scale, may not suffice for her need now : for

industry and trade are growing in breadth and depth at a rate

unprecedented, even in the age which is sometimes described as

ihat of the " Industrial Revolution."

As late as the middle of the last century the capital, re(p"'red

10 enable a business to command the most efficient and econo-

mical methods of production then known, was relatively small

:

and specialization ou a rather narrow range of work was
tacilitated by that quiet organization of industry which tends

to grow up, almost inevitably, where the technique of produc-

tion and the character of the- goods produced do not change
verj- rapidly. Thus, it was reasonable to attribute a great part

of Britain's mdustrial strength to small growing bu.sines.ses : anv
loss that might arise from slight imperfections in their plant fell

mainly on themselves ; while the energy and elasticity, which
they contributed to industry, accrued in large measure to the

*hole country.

But when the energetic creator of a business of moderate
size died, he often left it liable to piiyments to members of his

family, who could not take part in developing it. Thus its

rfsoiirces were straitened; and its owners perhaps lacked the

inergj-, the initiative, and the delight in hard work by which
ithad been created: but yet they had a just pride in the family
name; and they were reluctant to turn it into a joint stock et>m-

pany, in order to attract new capital. It was therefore apt to io.se

-reative force, even if the branch of industry, to which it belonged,
retained nearly the same technicjue as had prevailed in the pre-

eding generation
: while, if its plant needed to be organically

'-hanged in order to maintain relative efficiency, its continued
xistence might even be a hindrance to progress. Instances of
this kind have been so numerous, that a new tradition is in

ilanger of growing up, to the effect that a small business must be
"it of place i-i the new ag^K for th:it belongs tu large bu.sines.ses.

This tradition in its exaggerated form is repeated parrot-

si
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III. XI. 2. wiHc: iind it is all the more mischievous, because thcrr
i-

much important truth at the back of it. If an old btisiiits.^ :>

small, it is rather likely to be a stagnant busini'ss: but an

enteqjrising man, who sees his way to fittin>:f the Wdrk hi,.

small business into the large fnime of national industn, iitt\

render as high service to the country now as ever. The .x-

pansion of technique has taken many branches of indirtr.

beyond his reach: and it is likely to take more, with tv.i

increasing speed. But, on the other hand, it is eiihuirm;

rapidly the whole area of industry; and it is developing i),n

ways in which thi' deliberate cooperative standardization -•

|.roducts ^especially such as are component parts of lary

products) may outdo old-fa.shioned stagnant custom in th*

opportunities offered for narrowly specialize<l w.irk.

The present group of chapters will be much occupiiihMJ

this class of consitleration ; b(>cause there is reason fur thinkin;

that the advantages which some other countrit^s, aixl opieiall

(fermany, have derived from a semi-military organiz.itinn h

industry an- not in fact as great as may appear at tirst siL;h;

and because irumediate material gains, obtained at tlic (xpin>

of a diminution of the spirit of free enterprise, may ])roxc ;

have been too dearly bought, even from a merely niatiiiul \^<m

of view.

It is true that the new age, with its rapidly rising; stamb

of education for the working classes, is greatly ciiiarginj,' tL

field from which to recruit men fitted to originate new iiia

and to face the risks involved in putting them into cxicut!!'!

It is tru.' that America owes a great ))art of licr in(lii>trL

prowess to men who began life in low station. Ami it i> ini

, hat the Jewish rac(\ especially in Germany, supplies an :'liu"^

inexhaustible reservoir on which to draw for new methods >

making profit, most of which inevitably make for the gnori

the nation. But yet a nation cannot fail to become p-vinr:

character, and perhaps even in material wealth, if companitivd

few of her peopK- have larger opportunities for resource m D'

construction, and for courage in taking risks, than rommm

fall to the lot of an official in a great Company or in theservu

of Go"ernment.

We ought therefore to cherish strong individuality a.*
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Mrici'lft^N natiDnal iissct: but nt the same iiiiic to n-fognizc that, m, m, 2.

lik.M)ther uoblL- (jualitifs, it is liable to hv misapplied; and that

It may even degenerate into a morbid desire for secrecy and

isolation. It hius indeed sometimes been charged—though ap-

iwrently without ade()uate cause—with being res])onsible for an

unrt'Jisoning disinclination, which is occasionally found among

urtiiin classes of British business men, to unite their eti'orts in

lasks, that are needed for the proper development of industry

imr arc too large for a single business.

The adage "an Englishman's home is his castie ' renresents

I side iif national characc-r that was developed in centuries of

-uiffssful struggle against the semi-military despotism, from

vvhirh nations subject to the invasion of great Continental

iiiiiifs could not escape; and has been a chief foundation of

!h> British Empire. But, in so far as it induces a manufacturer

..r tr.uler to shun associated action, on the ground that it would

niilije his Mssociates to jMMietrate into tht^ si'crets of his V)usiness,

It iiiiiv he a source of national weakness rathei- than strength.

What each gains by his secrecy is less, in many cases, than what

ht' might gain by a liberal policy of give and take with his ii.s.so-

liiiis. There is how-ever some ground for doubting whethei-

rhis srcrccv is caused, as nnich as is sometimes suggested, bv

;'alim-y. Perhaps a more potent and general cause is a certain

iaik of imagination ; which has long been noted as a character-

;stie (if those whose minds have not been expanded bv an

ifiwnturous !ift>, or by some high inteilectu.il ambition. Thi<

> indeed yet another penalty which the couiitiy nuist pav for

having neglected so to broaden national education as to bring

hi- stndi-ut into direct toiicli with the largi' real probletns of

'he iiiddern world.

Those English manufacturers, who pioneered the nieth<;ds of

iiiidcm industry, had little education : but they went eai'ly to

wiirk, and were in direct touch with realities throughout their

lives. In the modern age, they spend long years at school,

and ]MThaps at College ; and if ultimately they become officials

111 a giant business, they may never get very close to realities.

But if they enter a business of moderate size, even after the

freshness of early youth has passed, their real education is likely

10 reach far. If the heads of such businesses are eager to learn.

i J

u;
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III, XI, 3. jind willing thiii their uxjHjriinices should be helpful to ntbri

they will groiUly ineroiise their chance of holding their o*n,
i,

spite of the fact that giant businesses can afford t<t tuakf kpr^

and more frequent exj)erinients than they can. Stnmjj m

dividuality, resolution and directness of puqtose may in.ihle

nuiltitude of British businesses of tuodorate size to hold th.]

own against {wwerful aggregati<ms in all those industrit^,
i

which no over-mastering technical advantage belongs to lu.xssu.

continuous production : provided these qualities arc unit>-

with frank willingness to learn from others : and to coup, nt

genially with others in matters in which unfettered associnti)

has large opportunities.

That combination of individual liberty with onicrlv &

operation, which is charactiristic of the British jieoplc, is n<

indeed specially prominent in industries, in wliich technie

infliiences make most strongly for integration, such as will b

considered in the present chapter: but they will come ti tli

front in Chapter XII. In Chapter Xlll they will again fall pirtl

into the back-ground under the influence of the ever iiRTnLsin

temptation, which modern conditions (jffer, to entci' int'j s«

tional combinations for getting the upper hand in matttrsi

bargaining. But at the end we shall reach new inovtm^nt

which give .scope for all that is best and most characteristic i

the race.

A. 3Ioremeut toirtirtla annrt'ijntioii in the British m.

industry.

Our first illustrations are naturally taki-n frmn the at

and iron industries: though these are no longer distimtiwl

British'.

Coal and iron are indis.solubly ctnnectcd: iron -or, .is »

rather say, now, steel—industries are rivalled only by transpoi

industries in their use of cual : and coal mines are large coaiiiiin'i

of iron products; insomuch that, especially ninler the rtilt

German cartels, steel works ofli'ii find some outlet t'ur their .--lai

energies duriiig a geni^ral di-pression of industry, in iuiproviii

and dt'veloping the plant of their mines. In .so far ;is this ii

flueiice reaches, it tead.s In ^sUlbih/.^ eUipiuytnelit ulid pnct'-:
"

' See abuse, pp. 60, 01.
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IS a benefit to th<-' nation iw well as to individual busineswes, III, xi, :«.

that pursue a Jiir-soeing j)olicy in such matters.

The VV'estphalian Coal Syntii<"atr pioneered the route hy

which the steel and other dominant cartels made their way ti)

mwer: and it may be well to diverjje from the main cnurse nf

our argument to consider some curious episodes in the history of

British coal.befor'! passing to the steel industry, which in Britain

as elsewhere shows the problems of aggregation, and federation

m their fullest developments. Germans themselves admit that

[ho fundamental ideas not only of their simple cartels, but also

)f their Syndicates, were anticipated by more than a century in

the N('wcastl(! Coal Vend. Its power wiis biused on having good

icccss to the sea for the products of exceptionally rich mines'.

Later (jn, in 1H97, Sir George Eliot suggested the formation

jt a giant compmy to purchase all the British coal mines, except

those owned by iron-masters; and to work them as a unit. He
!aid stress on the undoubtedly inordinate wastes involved then,

id now, in marketing coal competitively; and in necessarily

' See above, p. 509. The EnKlish coal trutie han nearly always heeu full

of episode. It wan regulated now in the interests of the naval strength of the

wantry, now of iiperalives, now of consumers; and niunopolich »xib grunted

jn condition of paying a tax and Helling in London not above specified prices.

Enyro^siut! wag prohibited. Meanwhile eombinati>^n» among coalowners.fnidpis,

Md shipowners were constantly starting into life. At last the concentration

of theKreattr part of the then unprecedented demand of Loudon for the coal.

which cimld bo brou^'ht cheaply by sen from Niweastle, boro fruit in the forma-

linnet tbe Vend in 1771 (even earlier, according to the H. of C. Conimitlee of

Win). A central committee watched the market, and decided at the beginning

01 each month how much should be otTered at Newca>tle for .sale in London.
Exports to the Continent seem not to have been controlled. A .-tiirt was t'i:;iie

with 800,000 Newcastle chiildrons (about '.>,000,000 t.ms) as a nominal baai.s;

and there was assigned to each coll a quota on this basis. Say the nominal

luota of a colliery was 'iOjtKXJ chaldruns : if then for any particular month the

Vend was fixed at 60,000 chaldrons, it would be entitled to a fortieth of this,

.f. to 1500 for that month. Each colliery fixed its own prices in Newcastle
for tlie year at whatever level it chose : but it might not change during the year.

The shippers selected their own coal, and sold at what prices they chose. A
*tifs of connuissions of inquiry pointed increasingly to the belief that the

London consumers' best protection lay in the growing competition of othei-

^ualtields; and this was justified by events. The pretence of the Vend to

-teady prices was not seriously regarded. It sold cheaply abroad : its coal could
«)metimes be had in Petrograd at half the London price. Its story has been
lolj many times. Us close similarity to the modern cartel is emphasized in
t' an 3 Gesciiichte c'lx Verkelir-ii;esins; while its picturesiiue side is best seen in

"lacphersou's Aiinala,
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111. ki. :. Iciivinj^ L'oal unworkiil near thf boiindiirios of juljactnt hiki-

A hij,'h limit was to b*- iussij,mc(l to thi- proHts which thf tni<

could (liviilf without the sanction ot' the [ioanl of Traiir. Th.

project necivfd much favour: it was abandoned iiiaiiil\ ,!

account of dirticidlics in ilctail. But amalgamations iiavc iin;

been in progress in South Wales; where the steatn coal i> (>

such excelU'iice as to have a high monopoly value, espcciallvt.

naval use'.

Stress has sometimes K'cn laid on the apparent |iam'i'

that, while many (Jerman cartels owe much of their siMit;!:

to Protective dutits on competitive imports, the stn.ni,--

(lerman cartel is concerned with coal, which has no siuh Pr.

tection. But in fact coal is defended by its bulk: and th,

prices of coal along the banks of the Rhine and the Klbvir

L,'overne<l, not by the fiat of the Westjthalian Syndi<'ate. hn; b

the prices of British coal, including the low cost of bnii^Mii: i

bv sea and river. Its case is in some measure repitsiiUanvr

,

salt and cement—two other products of the earth, which nnr.w.

but small vahu' in considerable bulk-.

Sec Thf Itrithh Cnul Trailf by Prof* H. S. .I(>vony. \\\i. Ml to :!:U. A a':

iuiil sni.'Ki'stivc chart of tlip viirioiis fusions, and comnuinitij'S of inU n-l -^'
;:

Ciinibriaii Coal Combine, before its rpcput txtcnKions, is ({iviii in tin- .*. .•

Tiiuli' Ciininii'-nioii't liepart iDi ('o<>i)rr<itiiiii in Anuiiriiii Exjxirt Tindwul. 14. Ui

Sir Opor}.'!' Kliofs Hchpinc was coninicndpj by I'rof. Brcntano at tiir A'd,'
'•

Kmiin'ti' {KimirniliUlorixchi' y,rhandlun<ien, vol. i. p. 749). The diltioultifMi-.i

have opposed tbe formation of effoctive permanent associalions in liitKnti-

coal triilc in recent years are set out by Carter, I.e. pp. 228—"240.

- The Portland Cement ifanufaelnrers' Association bassometliiii;; ;ipi mm

in;: a monopoly foi- tlie liner sort of cement. But its common sorts can K it.-

so cheaply in so many districts, and its cost of carriage is so lua\y, ilial 11.:

scattereii works for prodncin^; them long maintained some partiul lociil Ken

poly. The movement for amalRamation liowever contimie.l and was nui:

completed durini,' the war. Its large resources are however used construaive.

ratlier than c.imbativcly. It educates the public in the uses of ctium' t

small producers in the teehniipie of their work. Compare above, p. 'ttX fu

Salt is the only important material, other than coal, of which Britai:. hi

a predominant supply. It has given rise to a good many .semimoiioi'chjt

ventures in heavy chemical indn.striea, based on it; some of which Imvc sc

prospered. The success of the great firm of Brunner and Mond aiptrr; t

retlcct high technical skill and business ability, combined with a niyJera;. j:

steadfast policy.
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4. PhiAticitji of Htriirfure thmiu/lioiit the tttrtl imlnntri/. m. xt. i.

I'lniflirtu iiml harmonicx of intircitt amonij it>t Hinral tttagv".

The stfpl iiuiiistry iw so tiiany.sidfMl iind v.iriuiis, .iinl yvi its

vvcnil stages iiiiil bniiichcs art" si» closely assnciiit('<l. that thcii'

jiiiitiial relations aflonl, in Britain as elsewhere, un ejiii.inie ot"

iliiiiist every kiinl of aniii-ahle association aixi eomhative cmn-

hin.itiiin. They i-ill Cor strong faculties, careful stu<ly and al' rt

ution. No nation has undisputeil preeminence in them.

If an engini'ering firm anywheie needs a cutting tnnl

•h.it will bcMi II extremely high temperature, he must huy it

from Shertield : and yet the tungsten ised in it has c<ni hiefiy

troia (lermiiny; though (lemiany r)wns little of the ore from

whiih tungsten is made, and nearly half the known supplii >

..f that ore are in the British Kinpire. Again, (Jerni.m cittlery

iiiailr largely in standardized sluipes, which are struck nut in

;l!i' iiiiigh by powerful machinery, can be sold for common uses

ill Slicrtield itself; anil this result is partly due tn British ad-

hiivtii'e to old tradition: but yet Sheffield skill makes fine

iifli'iv of such excellent quality that none can surpass it

:

.nfhiips none can erpial it. Sheffield is the home of some nt'

•hr iiiest delicate of British steel industries: and also of tlniM'

^hich are beyond the range of any but a mammoth business;

mil Sheffield is in all these respects an epitome of Britain'.

It has already been observed that the sti'cl industries are

h| cxfeptioiial interest, because thi'y constitute a group, each

iitinbcr of which is a <'hief customer, and oftt>n the only customer

'f several other groups. If a cartel in any one stage pursues

I rtstriutive policy, the hurt thence arising may spread far and

vide: l)ut its first, and often its chief, effects are likely to be

t'lt in the stage of steel procbiction inunediately abovi- it, and

-in .-iiiine cases— in the stage immediately below it. Partly,

iiir these reasons, a steel business can extend vertically uj)\var(is

r downwards without passing into a tlifferent "atmosphere" of

ii'chni(iue: much of the additional plant, that it will reijuire, is

likely to differ only in detail from some which it has been already

ising, and perhaps even making. And, with exception for the

first stages of the industry, nearly every class of etn})loyee that

' See above, p. 213.
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III, XI, 4. iii nc'«'(U(l in thf mw extension is iilrcmly on hand. Thisef.M

.stiij{fs Imvf in rrti-ct bcconu- oiif in n-liition to sorno of thi- UrijH

prol»lfiiis of the fuliirt': for tht- cfonoiiiy r«'.siillin^( tii>u\ \\\,;,

fu.sion iiiiisl jjrmluiilly oVL-rhfjir all re«i»tanci'. And vrl a umi,

who hiis inhiiiti'd a fairly ^otA husinL's.s in iiny onr of th.ii.

cannot Im' blanu'<l very .suvcnly if hf i« somewhat slow tun-ilu

fully how much it belongs to the jnust.

Thi.s is no doubt an extrtiue ca.se; but othci' .ntji^i s .it tli.

stffl industries afi'oni similar, though less striking iiisi.miisH

the increasing need which the present age creates not milj ini

a broad vitiW, but for a longsighted view of business piulilem.

(\mruge is misapplied when it struggles against the imvitaU-

ius happens sometimes when British iron-masters reiuiKltl ,,!.;

works, although they caimot be brought up to the level of in(4n

techni()ue without being recast by aid of additional capital, ani

<in a larger scale. In this connection our attention is (iilltii t'

the fact that " the United States Steel (Corporation, which :il.int

controls an output of iron an<l steel greatei than the whi:

production of tht- United Kingdom"; and the vast Thv>*r

Company of tJermany, are abandoning the practice of rii.iii

structing a works that has fallen b«'hind. They allow it tnpU

on, while they set up new works of the most advanccii iii.»i.

to take its place: when that is ready, the old is disiiiaiitlwlaii'

either reconstructed entirely, or abandoned'.

Somewhat similar cases occur in other industries: thr iiiial

miller long fought bravely but hopelessly against the giiiiit timi

mill; and the small dyi-r against the giant dye works: hut the;:

contests were as hopeless as that of the hand loom wr.ivcr u

contest with the power loom. And yet their fatt; may hiivcbtTi

in .some measure better than his; for in many industries, whr

the small employer abandons his own works he may hojK; thutk

will be ere long" found iw a high official of large limited conciTDs..

He may not have the hope of large profits: but he luuloubttiih

h;is great u.ses, in his readiness to adopt and try new things-n

the application of his inventive genius, an<l in the prattioa

knowledge that he him.self acquires, through actually vMjrkin.

' llenirt of a Coinmitttf on llif iwsitiDU of thf iron and fleel lrii<lf> oH'r ll>

war [Cd'. 9071], 1918, p. 20. Thi.s in line of a. writs, sim tu wlucii -umc t'luera

ipiuirks will be found on pp. 601— -i.



RELATIONS <»K VAKIOCS JfTAdES (»K THE STKKI- INDISTKY .VS!t

n his nwii sh<ij)K ami in <liiily <"i)iit;ut with Iiin own rmii. It is !ii,

M \)f noted thivt iniiny i>( thf men nl tin- licul of ;,'r<jit works

Miiiiv, in ihr I'lijuicity of (lircctors, hii\c only .i tlicunt know-

l.iljjf of the woi'ks thiy <lircft. as comiKiiid with the |iriictii'al

,ni)wl('i|j;f which their fathei-x and >,'randfathers had hi'fore

hiin'.' This \h one of several wayh in which the iiidi\idualit\

I th • small htisiiiess man remains an important asset. .Moreover.

fiiTc are ijood ^'rounds for rejoieinj^ in the tact that the |iro),'res.s

>! ttrhiii(|iie, while |msliini^ him out of the main track o(' m.in\

ii'lii-'tries, continually opeirs to him new opportiinit iis, jf h,-

uli a[i[)lv eiier^'j' and resource to devi|o]mii( some spicialit v''.

,V IlhtxtnitioiiK i/rmrn /runt thr sfn/ iiithislnj of' tin

inttidHid iutrnxt in t/i>' M(mi</<ii<fr.ati(tii «;/' j>i<i(fii(ts, thr

iiilenxiir Mftvcidti'.titiou nj' hi(nlnii<mn, tuni the iiidlnti nnnrr

ifiifint uuirhrU.

The ailvaiitagi's, which a business derives from Mitical

xjiansioii, are chietly in rej^ard to thi' orj,'anizatioii of its work,

mil to the economies of marketinj^. As a rule it ohtains few

iiidition.il economies on the technical side of production: tor

•hirt' results littli' or no increa.se in the resources of plant and

>kill which it comnuinds for any particular task. Hut it can

-M iuljiist the lUUput of its lower sta^'cs to the re(|uirements

!"r material of the upper stajjes, that scarcely anything needs

:» be bought except for the lowest st.ipe; and scarcely anything

nml.s to be marketofl except from the highest stages: while in

till' special cjvse of a steel business, as has already been ob-

-'TVfd, it is often possible to shift tempurari >/ some labour and

'ine plant from work for one stage to work for another. In

my ca-se the higher stages can rely on the (piality of tin

inatcriiil supplieil from the lower, and on its adaptability to their

w.ints; especially if "planning" and "routing" are organized

' itntificaily I A steel business may even transfer some plant and

-'inc skill peniKinentli/ from working for one stage to working

I'lr .'uitithcr
; when the a<ljustment between successive stages

Mipsi i liy changes in the proportions of its various products.

If the business is sufficiently large to contain several si'ts

"•; "" :"" r.ii^tr:iTr;::i! zraar

See above, pp. "244— 'J.

;,'r :r.r trt.", rji^t [i^ci. .:",.; j.

' See above, pp. ^HD-HTJ.
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r.l, XI, 5. I 'I organizing brains of the highest quulitv, each stage ma'

attain to the highest efficiency. But such onditions are vcn

rnro: and, on the whole, the elasticity of national energj- seem

likely to be better advanced when each stage occupies the wholi

attention of a strong enterprising business. When the t<ita

stock of brains of the highest originating and constriictivi

faculty in a business is not very large, the interests of the busi

ness and the country are likely to be best served, if its whnl

energies are concentrated on a range of tasks not too l.irge an(

diverse to be completely grasped by one set of minds.

Variations in process and in product can then be trii(

without stint, even though a successful issue will effect mily

small percentage of economy: and new ideas, at first enni

may germinate and develop, till they become important a(i

ditions to <'Conomic strength. So vital to Britain's prosptrit;

is the maintenance of full freedom for horizontal, rather thm

vertical expansion, that the country has a deep intere>t ii

defending the home market for everything, that a muiiu

tacturer may desire to purchase, against an artificial nianipu

lation of its prices by a cartel.

11 rili 1!

B rii r

Hi mi 1)

Britain's open markets supply the shipbuilder with venxni

able security as to his purchases: and so imjwrtant is thi

advantage that, as we have seen, Gennany exempts steel k

ship-building from import duties. Lord Furness tells us, iiidwi]

that " the shipbuilding firms on the [British] coast buy man'

details in this country cheaptT than they can themselves ppi

(luce them, and yet the manux'acturers of these details mak.

very substuntial profits. This they do of course by specialize

pnKluction and concentrated management." Engines and boiler

are built by each firm to the requirements of various classes >

ships. " Each builder has some points of excellence, which ii

(•oud)ination would... tt^nd to place British construction en

;

higher plane in the markets of the world. Each has an is

pensive stiiff producing designs and patterns identical nitt

those of its competitors'.

"

' From an address delivered iu 11)08, Hce Appendix II to Levy's .Moiwfii

iind Cuiitpetition. Progressive standardization in the steel industries isdesci.wi

l.l.c.vr, IT, III, 1,
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Standardization of pvrts can of course be carried very much HI. xi. 5.

further than can that of the whole of a great complex, such as

a ship. But the extent, to which a shipbuilder can rely on a
prompt supply at reasonable prices of various classes of material
ur component parts that he needs, depends in u measure on
the standardization of the general type to which he is working.
This standardization had been carried fiir in individual works,
bifore the war, of course chieHy in regard to cargo vi'ssels.

The North-east Coast Institution of Engineei-s and Shipbuilders
h:is been engaged on a genuine task of constructivt' cooperation
while dniwing up a"guidanc.speciJication": and.of course,inany
type of engine, where tli. -.ii.'ral design is similar, the habitual
.idoption of such a specification would greatly diminish costs'.

The lack of cojperative standardization in British industry
1^ tuiispicuous in regard to locomotives. Every considerable
niihvay has its own models, though the materials ar.- to some
txteiit standardized; and it makes nearly all its own engines;
[.irtly because a railway is able to borrow money for extensions
at, exceptionally low rates-'.

Passing to another a.sjiect of the problem it may be rcmarkeil
t.'iat the electrical industry owes much of its progress to a few
;'iant bu.sinesses: but there seems reason to think that con-
structive cooperation in regard t.j standard details and other
matters might hasten the specialization of the numerous works
< ugaged in it in Britain now''. Similar constructive cooperation

' This paragraph is reproduced in substance from 77/, Report of the Com.
*((tr on MppiHfl and thiphuUding induttries, p. 33; where it is urged that the
Luverniiifut s>iould appoint a Standards Committee of Shipowners, Shipbuilders,
and Marine Engineers to carry the work funhei . It i.n recognized that local
.r,d other variations in the work to be done will require the number of standard
tvpes to be considerable.

See above, pp. 322—3. The Committee on the Engineering trades report>
iCl. 9073], p. 12, that it would be well that "the railway companies sliould
memsplves agree upon a limited number of types for their own use, and pro-
im th™ to a limited quantity in their own workshops, giving to the manu-
ii.tnrers in this country a reasonable share, at competitive prices, of the types
"•(juired; and thus obtaining a reliable check on their own cost of production."
The unitication of railway control, whether under (Jovornnient or otherwise,
"ould Ktay the wastes that are caused at present by the lack of standardization :

b-Jt It would increase the need for large independent locomotive works, in order
to provide some check on the wastes and ineptitude of a huge organization, which
i-a' nothing to gain by alert and economic methods of work.

The Committee on the Klectrica! trades reports [Gd. '.\OTi], p. .1, -{r.~-r>g!y
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111, XI, ;. has done much, and may do very much more, in developin

agreenicnts as to standardization, which will enable firms <

rnoderaio size to specialize on the production in vast quantitit

of particular component parts of miichines in large use b

manufacturers, or in yet larger use by the public. A suggestio

hivs indeed been made that some of the numition plants, set u

by the (jovernment during the war, should be sold on easy term

subject to the condition that they should continue intensiv-

variously specialized work, similar to that for which they wti

set up. Such, for instance, might be " the manufacture of y
bearings, piston rings and spinning spindles.... A niDtor-e

manufacturer can buy, cheaper than he can produce them hin

self, his yearly output of, say, 1000 engines of three or tour m
from a specialist producing ten or twenty thousand of the sam

sizes for ten or twenty car manufacturers. Or take a machinf

tool manufacturer, pnxlucing a collection of 500 machines i

various designs in a year, who has hitherto been in the hab

of making all their levers, pulleys, gear, and hand wheels. Ij

may have some automatic or semi-automatic machines for pn

ducing these goods, but a specialist pro<lucir.g such ijurt? f(

the trade cixn supply a superior article at a lower price'."

Specialization of this kind is generally effected automatical!

but we are told of a notable recent case in the machine-to

trade, in which it has been deliberately organized. Ten fini

have agreed that, while setting up a common selling agenc

they shall retain individual independence, on the understandii

that each will limit its production to a single type of niiichine

This plan seems likely to prove of great national benefit,

generally adopted, with due provisions against excessive moni

poly prices. Under a Protective tarif the economy resultiD

from the specialization would probably not siiffice to pa'vei

the plan from working against the general interest",

infavouiof the "amalBamation..,,or the development of tlie practice of asoci

tion for common purposes" in order to obtain tliis end. It doeeuothoTft

Kcem necessary that this association sliould extend much beyond tlie orRinis

study and development of standards.

' See the Times Emiineeriiig Supplivunt, January, l'.)17.

^ The following details of the plan are given in tlie yVm»'.< Fiwinitn

S'upplement for June, iyi7 :— "the two Birmingham firms will (i>iiceDlr»le(

the production of light radial drilling machines, certain sizes of miUi ni; macbiiK

ikUu capstan ijtiies. The Manchester firms will provide griuJiiig ffiachi
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The experience of the State in organized specialization of in, xi, 5.

work during the Avorld-war is helpful, in spite of the exceptional
conditions under which it has been obtained. On the financial

side indeed little can be inferred from it : for the State being
sole producer and sole purchaser has had no expenses of mar-
keting, and little reason to consider whether its products might
be left on its hands. Necessity has ruled : and the future value
uf its factories has not needed to be estimated by skilled account-
ants in order to make up scientific cost valuations for its output.
But its experiences on the technical side are suggestive.

Its new works have been scattered wide over the land, partly
in order to tap new sources of supply of labour suitable for
repetition work. The fact, that it did not find much need for
1,'igantic individual establishments, tends to support the opinion
that standardization, specialization and thorough organization,
whether automatic or deliberately contrived, may enable a mul-
titude of businesses of moderate size to attain nearly every im-
portant efficiency and economy that appear at first sight to belong
aclusiveiy to giant businesses. But that inference might can-y
too far, unless full account were taken of the concentrated power
"f study and experimentation on a vast scale, which lies at the

I

back of orders given to the munition factories.

^

Thus again we are brought to the fact that thought, initiative
and knowledge are the most powerful implements of production.

1
In relatively small work, such as that of chemical dves and
optical glass, the main responsibility for them may well rest

i

with a few giant firms
: but in larger work they belong to the

[world as a whole. No one country can make great advances
in It in secret: alert rivals are soon able to select the best

I

points in any new departure, and perhaps to impn.ve on some
"f them. And yet a country, that is content to wait upon the

I new knowledge acquired by others, will always lag somewhat
Hind; and her products will hardly obtain full credit, even
when in fact they are made according to the most adv'anc.-d
technique. For this reason, among others, it .seems that the

iZw T ''™>' ""'"'"K -nachineH, and boring milN. Tl,e HalifHX sl.ops will

i!i!T ''"*"'i.'^""'"«
"»«hine« and the lighter sizes of sIottinR and

l!C ll"'^^?.''•
*•:"*. "^« ^''""'^h fi™" ^"' manufacture the h«hter lathe«

J =iv,ttii:g, pianmg, »ud other luiwhines. ' bee also above, II, iv 4
M. I.T.
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III, XI, 5. growth of a considerable number of great firms in all heav

industries, and especially in heavy steel industries, is to b

welcomed: the present age offers ever increasing scope for \^

experiments, of vital importance to progress, which canm

easily be arranged cooperatively ; while yet they involve um

lay and financial risks too heavy to be borne by any but a giat

business.

To conclude -.—such a growth will of course tend to impa

the supply of that individual initiative, which is by lar the nim

imiwrtant element of national wealth: but that tendency ma

be relatively slight, if an open Held be kept for small business.

in appropriate industries. An important means to that end

constructive cooperati(m in every fitting matter, and espetiali

in such standardization as will enable the small man to m
for an open market. Of course the standardization must be i

broad lines ;
partly because an exceptionally large pirt of Briti;

manufactures is designed to be sold to peoples of widely dilierir

habits and requirements : and partly because some element

m variety is an end in itself in regard to many things design

'*
for persona' use ; while it dominates nearly all that aim

artistic distinction.

Moreover the causes, which have impelled American ar

Gennan steel industries towards extreme aggregation, are

:lt work in Britain. The recent Committees on the iron lUid stt

trades, and on the engineering trades, recommend severil

"that British iron and steel manufacturers should be urged

form combinations for the purpose of laying down large ai

well-designed new units "
; and " that in the interests of tl

country the engineering manufacturers be encouraged t.. w.i

together in largei' tuiits, either by auuilgamation()r by joi

piwling of resources, by spe^cialization of production, and 1

organization of export sales, and for the purchase of k

materials." There seem to be solid grounds for .".lese recoi

mendations, at all events in reganl to some branches of :he st.

industry. It will be urged later on that many doveJopnier

thus indicated, are measures of ccmstructive cooperation, tr

from any suspicion of danger to public interests ;
though oth

are in some danger of being perverted to antisocial purp

They are thus representative of British temper :

whien u ::
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addicted to militant aggresaion, but yet sometimes drifts in III, xi, 6.

that direction under the pressure of circumstances, and without
that deliberate harsh purpose which has been prominent in

some German cartels; for indeed self-analysis is not always
congenial to the British business man.

(5. A mou&polhtic teuikncy hi a branch of a great
iiUtvstry, the highvaytt of which are In general free to all
e(mern.

In the chief branches of the larger textile industries each
considerable factory contains several similar groups of rooms;
so that it might be split up into several factories with little loss

of technical efficiency: though there would of course be relative

losses in the costs of management, of building, of power (unless
power were obtained from central electrical works) and in other
ways. Three chief processes indeed—that of wool-combing tor

making worsteds, and those of dyeing and finishing—cannot be
thussubdi'itK^d: so they are generally remitted to specialized
liusine.sses and these have some opportunities for semi-monopo-
iistic policies; as to which something more will be said a little

Inter.

The cotton industry generally offers no .special allurements
to monopolistic enterprise: but yet Coats' business, entirely
Bntish, has an exceptional claim to be regarded as having
cosmopolitan dominion. Its strength is based in great measure
on Lanciushire's advantages, both on the physical and the human
side for the appivrently very simple tasks of making fine cotton
yarn and converting it into thread : she combines indeed an
admirable climate for the purpose, and unique manual skill and
organization'.

The simple art of making cotton yarn into a thread strong
'nough to take the place of .silk and linen threads seems to
have been set up cariy in the eighteenth century near Paisley.
It quickly spread among humble folk ; and, early in last cen-
tur}-, tw<i considerable firms were set up there to carry on the
1'u.siness: they soon united their forces, and they gradually
worbed nearly all their con.i)otitors. The great combination
thus formed seems to havi- been managed with ability and

' This 8ul)ject will be further considered iu the next chapter.
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in, XI, 6. moderation. Its trade-marks have immense value
;
because ae

has already been noted, the mischief done by using inferior sewing

thread would often be immeasurably greater than the price of

good thread; and the ordinary purchaser cannot judge its quality

by inspection. It has definite working alliances with the only

other great British thread business,--the English Sewing Cotton

Company,—with the Fine Cotton Spinners' and Doublers' Assd

ciation ; and with the powerful Aniericiin Thread Company. The

" Thread Combine " thus formed is the outcome of consolidations

of several groups of firms of moderate size, dominated in great

measure by the giant businesses of Coats. It makes no im-

moderate use of its monopolistic power : but yet some of tht

measures by which it fortifies its monopoly are perhaps mor*

harmful than appears at first sight : and we may pause a little

to consider them'.

Its home trade is very much smaller than its foreign trade:

and it can use either part to assist the other financially and

otherwise. It has factories in several countries ; and in others

it sometimes puts a stop to troublesome competition by a threat

to set up factories of its own. Whether at home or abroad, itj

vast resources put it beyond the reach of effective assault by

any rival : and the excellent organization of prixluction and

marketing enables it to make vast profits, while selling at

prices that leave no very large margin above the costs of a

rival. It might then be supposed to be above the temptation t.'

resort to any expedient which is open to criticism'.

' See p. 403. The two great firms of Coats aud Clark were fu.e.i erlym

last century and other firms were subsequently absorbed; though many oi

them continued to work in partial independence. The task of marketing

»

committed to a powerful Selling Agency. It even undertakes the maikeung

of the English Sewing Cotton Company, whose products are similar to it? o»r,

though not generally in direct competition with them. The products ol Im

and Co., though different in kind, appeal to the same retailers
;

auJarejIso

marketed by it.
, , i k <

» It commonly divides thirty per cent, on its ordinary shares
:
nearly bail ^,

its capital is in preferred shares at the almost unprccedent.-d rate of twent?

per cent. In defence of this result of course it might plead, that some othe^r

businesses are in effect yielding dividends on their original capital at verrh:?-

rates- but have avoided the appearance of doing it, by enlarging tl.eir DomiMi

capital. Its practice of retaining, on various sorts of thready the namffi o.

many firms which have been absorbed by it, causes some eo">'»°'"»^^'"f'^;;

that they have a choice among the products of uiany compc:
""

are thus protected.

: gns-; "i
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But in fact it makes use of a modified form of that " tyiv", ill, xi. tj.

clause," which has been a prominent and moat evil weapon of

monopolistic power in America ; and has been vigorously com-

bined in the interests of the public. Coats' w^ell-earned repu-

tation for thorough and honest work has caused consumers to

prefer its goods to others at equal prices : and therefore a firm

which has not yet convinced the public that its goods are

thoroughly to be trusted, is compelled to offer them at a rather

lower price ; being of course content with a lower rate of profits

than that which is earned by Coats' goods. If the young firm

could prove to the public that its goinls are, at all events, so

nearly on a level with Coats' products, that they are worth

having when sold at a rather lower rate of profit, then it could

gradually obtain a place in the market. But Coats refuse to

supply any dealer who gives such a firm the chance of doing

that ; and this action seems to infringe the spirit of the Common
Law, which prohibits the entrance to the highway of business

from being blocked by a giant aggregation'.

The name of Coats has dominated this mighty growth : but
its case is exceptional. Nearly all the great aggregations in

the textile industries have grown out of understandings, passing

into federations, and ending in fusion. This general tendency

has already been noted as especially strong in such industries

as those of combing wool, and bleaching, dyeing and finishing

textile materials". For each such operation requires generally

but little time in the hands of a highly expert staff, equipped
with large technical appliances: the market value of an expeii-

' The Drapers' Chamber of Trade is said to insist on uniformity of retail

prices. Perhaps they are right so far as their own interests are concerned

;

in spite of the fact that their profits on handling thread are naturall.v low
relatively to those on most other branches of their trade. But the huge profitH
of the Coats' aggregation owe nothing to technical economies of massive pro-
ductiun

;
and the Drapers' rule, which in effect obstructs the entrance to the

indnBtrial highway of firms, who might supply good thread made by the best
appliances, being content with a lower rate of profits than that of Cr's', in

mma facie opposed to the public interest.

' Sec above, p. 232. But mere fuxiou, without thorough organization and
•trong centralized control, may bring disaster: as is shown by the strange
»tory of the early days of the Calico Printers' Association. A strong Com-
mittee investigated its affairs ; and made recommendations for its re-organiza-
.!on. w..!?.., .nrm a clafjical document. Sec Macro.sty, i.e. pp. 144— 152 aiid
.160—387. More recently its career has been fairly successful.
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in, XI, 6, sive mati'rial is much affected by the eflBciency with which it

i8 performed ; and textile manufacturers gain by paying tu ii

central Association a price that may yield it a high profit, while

being leas than their own cost for doing the work themselves

less efficiently. The tasks are too various to be easily brought

under a standard price list by a federation: so they afford vx-

oeptionally favourable fields for giant aiualganiations.



CHAPTER XII

AfJGRKGATION, FEDERATION, AND COOPEUATION IN
BRITIHH INDUSTRY AND TRADE CONTINUED

1. Some Britinh textile huhtstries hare develoiml efficient ill, m, i.

itandardization and specializatUm almost autonuUically.

The broadest, and in sotno respects most efficient forms of

constructive cooperation are seen in a great industrial district

where numerous spi-cialized branches of industry have been
wfldod almost automatically into an organic whole.

The preceding chapter was mainly occupied with the sources

of the strength of some giant British businesses. The present

hiipter and the next will be chiefly devoted to various forms of

iiKipenition, in which there is some constructive purpose; though
the desire to get the better of others in buying or selling plays

\ cnnsidenible part in many of them, and develops a strong and
oven antisocial temper in a few of them. Associations for the

purpose of marketing are known to be specially prone to such
morbid development: and it is important to insist that they
nearly always do some important constructive work; and often

lo no other. The last chapter will indicate the general bearings
of the pre.sent work as a whole on the methods by which existing

institutions may best be modified and applied for the har-

monious development of the faculties of the people, and of their

material advantages.

It will be well now to call to mind the facts that (I) the
partial standardization effected by custom has effected mtich
automatic organization of industry: (2) this organization in-

liuded specialization, which in large mejisure dispensed with

1 i
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III, Ml. I. the necessity of any complex arrangements in each individu

business, since the external economies, which even h unii

business thus obtained, were generally far mort? imjM)rtant

it than those which the largest business in the world cnu

obtain by its own eftbrta : (3) recent developments of standan

zation have greatly increased the security with which a busint

can rely on getting whatever partly finished materials it nm
provided the market for them is o[)en: (4) Oennan experitn

shows that the organization of a cartel is jjossiblc only in i

duatritfs whase products are in great measure standardizci

:vnd that the fear that the prices of materials, which a businc

needs, may be artificially raised by cartels inclines it to cxtei

its operations vertically, even when that course would ni)t dthi

wise appear desirable'.

Britain was indeed the chief home of the automatic c

ojHjnition of many industries ; as it was also of the reiisom

analysis of the " natural " tendency to such division and orfjan

;^ati<>n of labour as is needed to make it collectively irticitr

" ()b.serve the accommodation " says Adam Smith " of the mo

common artificer or day labourer; and you will find that tl

number of workers, who have contributed to it, amounts

many thousands'-'." In the present age industry is .so ooiii|)lt

and products arts .so subtle, that " hundreds of thousands' ma

be substituted for " thou.sands." And it may be iulded th,

almost every branch of industry- in a western country deptm

directly or indirectly on hundreds, if not thousands of othi

branches, at home or abroad, for various [)art8 of its plant m

material. In fine sense the whole world, in .so far ;us it is i

touch with western trade, is a single workshop: in a nine

fuller sen.se every compivct industrial district is om.

The modern methods of massive manufiicture were pioncm

by the textile indu.stries, chiefly using wool as their iiiaterw

and their advances in iiutomatic oriranizatioii in Entrkm

especially during the seventeenth and eighteenth cciiturif

have already been stndieil'. We may now turn to Lincashir

' Ueferences in connection with these four point."! are:—(1) pp. l*i -#

(2) p. 1(57; (:i) pp. 221—234; (4) pp. -.47--54!); and .V,7, 5.iH.

'iVcalth nf Sation-i, Uook i. cii. i.

" Above, I, III, 5 and Appendix C, 4.
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where may be seen perhiips the best present instance of con- III. tv. l.

centratcd organization mainly autonuitic. Nature hiul favoured

Lancashire with gcnni access to the sea, to ccmiI and to iron ;

iind also with a climate remarkably suiti'd to the great cotton

industry. Moreover the character of the poi)ulatiori fitted them
M develop the engineering industries. Thus makers and users

>f t*>xtile, and e8p«;cially cotton, machinery have had nearly
ill the advantages of concentrated efiort that could bt^long to

1 population of more than a million jK-rsons in a single com-
posite business; while avoiding the cumbrous network of

organization that would be requirwi by it. Therefore dealers

of various kinds Hock to Manchester from all quarters of the

^'lobe; and they are able, by aid of motor cars, to enter into

liirect contact with makers of innumerable specialities spread
over an area of some two himdred squan; miles'.

It is genenilly recognized that the chief economy in pro-

luction, as distinguished from marketing, that can b(! effected

by a cartel or other tt.s.sociation of producers, is that of so

parcelling out the demand for various sorts of the .same class

of product that each business can sjwcialize its plant on a
narrow range of work, and yet keep it running with but little

interruption. This specialization is however thoroughly effV-cted

without con.scious effort in the Ljincashire cotton industry;
uid csiKicially in those branches of it, which are mainly in the
hands of a multitude of independent businesses of moderate
•*ize. As is well known, fine spinning, coarse spinning, and
weaving are localized separately. Individual firms frwjuentl}-

specialize on a narrow range of counts for spinning. Blackburn,
Preston, Nelson and Oldham are centres of four different cla.sses

of staple cotton cloths, and so on".

ks is set out more fully above, p. 280 ; sec aluo p. 50.
Fuller details are Riven by Chapman, Lavcaihire Cotton Industry. See

ilsothe Report of a Departmental Committee, appointed Inj the Hoard of Trade,
ouiiiler the ponition of the textile indnitriet after the war ICd. 90701. 1918;

!p. 49, 50.
.11

That Committee is one of several appointed duriiiK the pressure of the war.
»_hich cover l«;tween tbeni the greater part of the chief industrien of the country.
hey are of tlie vc ry highest authority on the technical matters, with which

ilify M-e severally concerned: and of exe.ptional value to economists. Ijiit,
- •rD rc-ardca fr^iii tiie broader point ot view of the collective interests of the
iiauon, they necessarily lack the .safeguard.s which would have been supplied if

i1^'
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III 111. I. It haH often bt'en renmrkHl that when any J)riinch uf

imltiHtry is greatly in iwlvanco of foniffn coin|M'tit<>rt, it ^

nearly iw full opixirtiinity to orj^anizf itselt (IcIiKriittly,
i

ultimately to piirHiie a inonojKilistii- |H)licy, tw if it v,

privileged by a Protective tarif : th-- eane nf high rliw« »

{HiperN iH in point. Hut automatic organiwitinn Iui.h pmlun

nattd in the British textiles, and eHjx-eially in the cott<iii inijiixi

which "by reaHon of it« magnitude and the ext^-iit u> whi

Mj)ecialiiUition hatt been carri«)d, in pmbably the mkwI rticn

dintributing organization in the world": though it is iuliinu

that the alertness, assiduity and knowledge of foreign laiijjiiiis

|)owie8Hed by Germans have given them a large placi in tl

British task. It is luimitted also that th(> minor textile
i

dustries often adopt wasteful meth<Kls of marketing: ami wuu

gain by tht; ad(»j)tion of "some form of combined represciitiitK

or ctH)peralive selling'."

Trusting almost exclusively to automatic orgiuiizaii.rn t

British cotton industry has surj)a.ssed all its rivals in »\/.<' ;u

the ordinary practico in tinieB of peace liud been poNnilile diirinK tin- war. 1

then tho doofH would hiive heen open to duly quiilitied witne-i^tM. wlio rai(

dewin- to offer xupplementary or rebuttinK evidence to Bouje that Imil aim

been Kiven (see above, p. 443). Tliat practice iteeuin to ho ihe milv ihuroa

•^iifeKuard aKi''""' nuch developments of hurcaueiatie control, som. tinus uni

the influence of particulnr actional intercRtx, an nre Hp»'eiill.v dunK'Tou- ii

democratic country, such as Britain in rapidly becoraintf. A partial Siifps;uart

the bent perliapn that was pottnible duri iik the war—was provided liy a str iiiu'Co

inittec on industrial and commercial iHilicy after the war," on wliiolj lli>' -vvt

special committeeH were represented; thus providing for the hiirnimiiouitre

raent of their several interests. But those interestR in the annre(;iiti' are bn

piirt of the interests of the nation as a whole. It often hap|>en^ that natioi

interosts receive more careful attention in Minority Reports (nr i;>>. rvatici

than in Majority Reports : for the Majoritv of a Commission or ii Cnminittw i

(>pnerally chosen for their special kn. .vlt(lj;e of the matter in iiueslion: andtt

lire therefore not always in a position to lie wholly impartial.

' The marketing' of cotton i^'oods Rinerally is hiRhly ^iKciiili/ni T

"shipper" concerns himself with external trade: "he not only fornu o

nectioi\s in various parts of the world for distributing his yarns or Roods; 1

lie finances and conducts these goods through their various processes." Tint

he buys foods, has them inspected, and sends them out to be dyed and Iini4

on commission. The majority of shippers specialize on markets : a.? for iti»t»i

the Eastern, the South American, or the Levant. Yarn and prey cloth arec

increasingly intrusted to special agents; who represent a number of mills a

Ihns "enable the producer to devote his time almost entirely to works man*

ment and purely induatnal questions." (See the Urport oh Teiiiu> """'

H'ar, pp. 117 and 50.)
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AimmATic oROANixATioN or Lancashire's indithtrikh w.S

j
m efliciency. In ftict. in thowi fim-r j^cmkIm, which <.wt> numi U> HI, in.a.

•kill and admit of thu highc'8t mti-M «.f reinuncmtioii to labour,

It m without ft rival. Nor ari! th.> w«M)||(n and worNted indimtrieM

'Yorkshire very much behind thf cotton „f Lmnwhire: they

I

have ind.'cd many stnmg rivalH in the coarMtr (lualitics, and they
itwn follow the load of PariH in fiwhicm g.KKJs; hut the moNt

i hiifhiy valutnl clothH for nu-n'H attin- win k- mad.- only in Britain.

The hi^h automatic or^rimization of them.' industri.';^, us of thr

j
iwtton induHtrics, is in great inoaHun- due to th<' fact that theii-

I

plant in mtwle in their own districtH, with constiint intercommu-
iiication of ideas between machine makers and machine users.

Nettriy the whole of it is of British invention, and .sought for by
rival indu.strie.s in other countries. On the other hand the silk

industrj-, for which the damp British climate is not well suited,

IS on to<j small a scale, to bi> well organiml automatically. Its

machinery is said to lag rather behind the best practice of some

I

.'thtr countries; and it is inclined therefore to look for artificial

litl. Nearly the same may bo said of several other minor textil.-

iiuliistries '.

•I VoHHtnu-tive cooprratiou amotuj khu/rrd bn^lueMes,
yi-hdhn- iudependeHf, or in niiuf/e owHCHhi/t and muhr

We have seen stiveral reju,ons fo.- thinking that, a giant
Inismess in strong hands may do more for the advancement of

I

twhniquf, than is usually d(me by a number of small l.usin.s.sos

'^ith ati e(|ual aggregate output: but that on the other hand
he triaiit business does, a.s a rule, comjwmtively little to edu-
(at^^high creative faculty: and that, though it hius oxc»-;.tional

I

tiicilities for marketing, much of the mo.st highly organized and
tfective marketing in the world is an almost autotii,itie result

't the work of a multitude of pnxlucers, with only m.Ml,.rate
ipitals, but aided by merchants and other dealers of various

•-'rts. In the present Section, we are to consider some kinds
Ht a.ss()oiatefI acti.m, which claim, in effect, to unite some of

I

the advantages of the.se two tendencies of industry: after-

' The relations between standardization and specialization in tmtil.. «nd in
-; .ud »ii»o indufltries have been discussed from another point of view above.

I I'p- ifiS—234.

m
f I
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604 AQGREOATION, FEDERATION, COOPERATION : BRITAIN S PROBLI

III, XII, 2. wards we shall pass to methods of associated marketing

businesses which preserve complete independence aa rega

production ; but unite their forces in various degrees

various purposes of marketing, some of which are militant a

restrictive.

We may begin with an instance of pure constructive

operation, without any apparent drift to use it .as a incaas

maintaining prices at higher levels, than would otherwi.se priv

The British Pottery Manufacturers' Association has among

purposes "to deal with the quality, supply, purchase, and cont

of raw materials and stores, where desirable, in the intemts

the members; to deal with all questions relative to cost a

conditions of transport; to consider means of facilitating t

extension of export trade; to bring about closer cooperation ?r

the technical arts, and designs sections of the pottery schoc

to promote general propaganda, and to undertake advertising

connexion with the industry; to consider the best means

encouraging and utilizing improvements, inventions, and patci

for the general good and advancement of the industry; tndi

with all matters connected with more economical productii

including costing; to watch national and local legislation affe

ing the industry.... Experts are to be appointed, and iussistat

given to members in overcoming the technical difficulties whi

constjintly arise in so complex an industry; and the Federati

has power to purchase, work, and exploit any patents, stti

processes, or other improvements in the general interest.soft

members'."

CooptTative action in this instance does not seem to invul

centnilized control : but it must be admitted that the gnat

part of such action derives its chief coherent foirc froniaca

nexus; in the form either of association for the regulation

prices, or of consolidated ownership. And yet mtre jussociatio

for the regulation of prices seldom have much coiistiiictivi' i

Huence: their main energies are given to j)revcnting siib

' " To KJve effect to tliis extensive scheme, the follow inp Comiuittec*, beiii

General Purpones and Advisory (JomniitteeH, are beinR set up: — \V»i;esanau

ciliation; Supply and Purchasing; Oven, Kiln, and Sa^-gar; Tt;insp,rta;ic

Advertising and I'ropaKanda; Machinery and Milling; Arts and l)i.sinns; (ifii'

licsi -irch ; Patents, luveiitionB. and Improvements; and CommerciallntellyM

and StHtistical. " From the Trmlf Siivplfnifiit In Ihf Timet, Uwcniber, 191^-

?ew«&T«:vJ,nHHUH-.*«?«iVJK
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j

certain classes of goods at prices which they regard as unsatis- III. xn, 2.

j

factory; and they work, not so much for an increjvse of national
wealth as for a distribution of it specially favourable to them-
selves.

When the importance of "the personal element" on business
urganization was under discussion, attention was called to the
tiir-reaching influence of a single masterful mind, making itself

felt through well-chosen chiefs of departments'. But industry,

j

in pissing from the nineteenth to the twentieth century, entered
on a phase, in which its aggregations became too massive to be
easily mastered by a single man, even in a country a.s open to

new developments as is the United States: and Mr Carnegie,
{ a dominant example of such a mastery, handed over his heavy
I burden to the United Stjites Steel Corporation. There is less

[

cohesion in the British steel industry; and other industries will

afford illustrations better suited to our purpose'.

The Bradford Dyers' Association is fairly representative. Its
business is that of dyeing on commission the products of those

I

textile industries of which Bradford is the centre: so its policy
is not troubled by prol is of marketing, It cannot indeed
claim very much of one economy, which is important in the work

j

of some similar associations—that of .;iving cross freights by
I

directing each customer to the factory most suitable for his

I

purpose
:
but this is a small point. It gives v&cU of its members

freedom and responsibility in the management of details; while
It collects into its own body a strong force of high business
tliculty for organizing the whole and for directing the broiul
Hicyofeach branch. In regard to technical matters, it dele-

I

gates all difficult questions to a capable scientific staff. It pro-

1

vides a uniform system of costing for all the branches; and it
buys in large quantities well and cheaply by means of a strong
special staff. This may be taken as a fair representative of
the methods of industrial associations, whose main purpose is

Li'n.structivel

I

See above, pp. 362-.1C4, et.peciully the footnote on p. SCA
' Notable fusions in the British steel industry are asMoowted with the names

Wir»str.,ng; Vickers; John Brown; Dorman and Long; Palmer and others
Constructive cooperation in the imyro.vcm.-nt of n>-.t.!ioda t:»kes many

m
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III. XII, 2. But all such Aswxiiations have to face a dilunima: on thu

hand, if the staff of each business, or department owned b)

are paid fixed salaries, they may be found lacking in ener^

I'nterprise; and the case is not much better if their remunerat

varies a little with the net profits of the Association. If ..n

other hand, accounts are kept of the profits made on their o

work, and their salaries are varied in iiccordance with th

profits; no (lirect incentive is given to energetic coopemt

for the efficiency and prosperity of the whole. A solution

this difficulty seems to have been found in the plan nf

Calico Printers' Association; under which the "cois. mission,

other bonus, allotted to each business, is made to dejx'nd

simply on the net profit shown by its own working during i

year; but on that in conjunction with the net pnttit of i

Association as a whole. This plan claims to encourage al

enterprise, while discouraging any policy of a branch, which mil

be detrimental to other branches. Uniform costing acwu

can be made a means of indicating relative inefficiency, a

utimulating enterprise; especially when several businosst-s

the Association are engaged on the same kind of work. Fn

statement of either the minimum, or the avemge, cost of rt

process, circulated by the Central (control among the numb

will stimulate any, whose costs are rather high, to amend th

ways.

Closely akin to this device is the coopemtive di.'weminati

throughout all members of an Association, by the Central ('

trol or otherwise, of informatiim as to improved methods, a

even distinct inventions, that have been worked out by am

its members. In so far as this community of property in p:

gress merely brings to the more backward members a MrKCtii

forms. Thus skilled technical stafts are kept for this purpose by The British Fo

land Cement Manufacturers ; by The United Alkiili Company ; by Uver Bioihe

and by many others, in whose work science plays an important role, .^n(isl^ll

provision is made, where the work is mainly mechanical. Thus the Fint CotI

Sjiinners' and Doublers' Association keeps special exports for dealiiiR fiw rt.

part of a cotton spinning mill, who are too expensive to be implo.v.'d bv jm

firm ; hut are in effect available for all. The Bedstead Makers' Federation iaJa^

its members to assist one another's works by communications for the porpo

of comparinR, criticizing and improvinR; and so on. This constrnclivc »c

must be recognized as socially beneficial, even in those cases in which it iJ «<

bined with au aulisucial price policy.
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acquaintance with the best technique that prevails in the m xa •'

industry concerned, its effects are wholly good. But though the
heads of an indepi>ndent business may be willing to spend toil-

some days and anxious nights in developing an idea, which holds
out some promise of greatly raising its status: yet the siiine men
maybe rather supine in such matters, if they know that the honour
and rewani, which may result from their exertions will belont,
to the Association a.s a whole. In .short, an Association is an
admirable agent for the dissemination of knowledge of technicpie
and even for its advancement, in so far as that am be done by
•team-work": but the spread of Associations nwv a country
might dry up many of th(! soui-cs of truly original invention.
This danger is partly avoided by arrangements which seem
to be adopted by the Cable .Makers' A.ssociation : any member,
uho makes a distinct advance in teehni(|ue, is allowed to have
the sole benefit of it for a time; or, as an alternative, other
members (but no busines.ses outside th.- Associati..n) are per-
mitted to use it on terms advantfigeous to the inventor. It is

pKssible that German competition, a.s well as (Jerman suggestion.
IS in some small measure responsible for some developments
such as that of "The Sheffield Cutlery Trades' Technical S<K;iety."
Electrical manufiicturei-s in their private capacity, and through
their As.sociation, are furthering the development of the sciences
in which they are specially interested, by educational endow-
ments .ind otherwise; and so on.

As time goes on, such A.s.s(K-iati()ns may probably ilevelop
many-sided constructive functions in regai-d "to technique; espe-
cially in connection with the appliciitions of "Scientific Method"
to broad problems of standardization, and costing. Here Ameri-
can guidance comes to the front; and indicates that no correct
measure of costs can be got by mere inspection of a i^jirticular
-Iiemtion |)erlormed under given conditions, taken in connection
»*ith the rate of payment of the oj)eratives concerned. That
nieiisure is well enough for the short run; but, in the long
"in, the cost of the operation to the employer will be in great
inomre governed by its cost to the employ,-,-; that is by th.-
t^itigue caus,-d by it. T.. make such studies nn.eh tiin.- and
th'^ught on the piirt of abb- n.en are n,-,^d.-d; and the results are
'. v.ah,ab!e property to the nhole iiuiustry concerned. There-
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III, xii, 2. fore they may best be undertaken by un Association; and th

hroa<ler the scope of that Association the better'.

Similar considerations emphasize the importance of a grHj

design to set up a single vast " Association for scientific nstarc

in relation to cotton and the cotton industry"; which may I

the forerunner of far-reaching changes in Britain's iiidustri;

structure. For it aims directly and exclusively at enabling th

;;')imtry to do a large part of her work better and less Wiustefuli

than she otherwise would do: it has no design of enabling un

section of th; nation to get the better of others in bargaining-

Throughout this volume reference hivs frequently been mad

to the need of associated action in regard to the applications (

science to industry. The dye industries stand at the headf

this account: glass and metal industries come not far behim

Tht!rt are a few occiisions on which the State may proper!

intervene directly; and the aid which it has given to th

formatio'- of the colop.sal "British DyestufiPs Corporation" seem

a strong instance of this: but in more leisured times careft

study will need to be paid to some questions conni;cted with sue

a p-jlicy. For if public jvssistance is given to a private corjtora

tion in iicquiring special knowledge, which hivs a high pecuniar

' Here reference may he made to Efficiency Methodt by McKillor, rfoeni!

pablished, which gives. In compregged form, au account of Beientiric msnui

inent suitable to Enf;lit>li conditioDg.

^ AlthouK'h it is not yet fnlly 8et up, a little may be said about its schemi

Strt SH ig laid on the facts that England's lead in the industry resulted (romcoi

eentrated original thought, making use of what little aid couM be not from ih

science iif the time : but that latterly scarcely any great creative idea has app«4r(

in the industry; though the progre-s of science has suggested iimnv qurst.oH'

the solution of .vhich ini^ht render groat Bervjco. A thoniiigli study of 'nt

(luestions would involve very great expense: and, without neglecting Ik »i

that can be got from Univer.4itie8 and other national vesmirces, a tittini: scop

;

offered for large scientific enterprise on the part of the British Cotton indtiit!'

including " growers, spinners, manufacturers, dyers, bleachers, priuterf, linisher

and merchants." It is to collect reports of appropriate scientitic work iLroUfi.

out the wi.rld; and to set out the results in forms adapted for use bv t

industry, It is gradually to develop its own Research Institute: and it i

to foster solid methods of education in the cotton districts. It is to be strctl;

"cooperative," in that all will contribute for the general gcod. None »iii *«'

any exclusive advanlare for himself; and its i urview is so brniul, that 'Xm

)irobal)ly develop (with whatever aid can lie got from academic liibcratonc

a full study of the mechanical, physiologioU, and psychological cleiiK'nisc

strain m every important operation of the industry.
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value, some provision must be made for Bcciiring that all who m ,„ 3
.Itsir.. It. shall obtain o^cces.s to that knowledge on reasonable

' '

'

conditions. This matter is difficult, because competitive in-
d-istncs in other countries might endeavour by various means
to obtain It for their own use-, without giving anything in return-
and yet no sufficient provision for the avoidance of" undue dis-
crimination would be afforded by the rule that the crpomtion
shoukl be prepared to absorb any considerable business that
desired to have access to its results.

This is indeed but one side of a difficulty, which the world
h^isin part outgrown, and may outgrow altogether. Even now
science is HO far cosmop>litan, that progress, made anywhere
.liiickiy becomes the basis of new advances everywhere And it
IS possible that scientific industries might advance all the more
mpidiy, if an internati.mal agreement were reached to the effect
that every State should endow research for the purposes of
industry, m proportion to its industrial strength: an.l provide
that all knowledge to which its aid contributes, shall become
!«bhc at once. A league of all nations for such purposes might
ii.l in the building up of a wide international comity -.

a Some minor/unctions ofproducers associations.

Automatic organization is still the chief origin of st^andardi-Mm of product, specialization of t,isk, and the a<Jvancement of
knowledge in relation to industry; and indeed its action becomes
ever stronger and more rapid. But yet its infliienc- is beincr
.ncroasingly overshadowed by those of far-reaching forethought

land carefully planned organization. A good inst^ince for our
present purpose is that of cost-accounts.

Truly scientific cost-accounts are indeed not yet in sight • no
near approach to them can be made by any slight .-fibrt; and^ ure not hkely to be attaine.l .save by several generations of
hard w.,rk. But the rate of progress has been much incre.ise.l

« mil' pariv",n"tl'/' '"^"'"'r";
'^'^ "^ >'-!"- '" l^ritain reference may

lew jeara. bee also above, pp. 9y 102, aud iai-135
>«• I. T.
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III, XII, 3. by the prominence, which the financial unity of many st

independent businesses under a central control has giwn

flagrant diversities among the methods of cost-reckoning,
i

are to be found even in similar businesses'.

Another direction in which producers' associations are lil

to work for the public good is that of reducing unrciisdni

additions by traders to the prices which producers receive. M

of the services rendered by middltMnen are of vital inHKirta

and are fully worth the costs incurred for them: but in sonipcs

the number of Miiddlemen is in excess of the real recjiiinnii

of their work : and they earn goodly incomes by large ;uldit

to the prices of comparatively small quantities of goods that]

through their hands. Then there is need for a reiiiHdy;

none can apply it so well or so thoroughly as an associiitio

producers: but this power gives large oppirtunitiis for act

which benefits particular .sections of the nation at the cxpn;

others ; and thus is often the more dangerous to public \\A\

the more attractive it is to those who wield it : to thi.s ma

we now pass\

' This is an instance of the rule that the progress of knowledne must Rcne

wait on an extension of conscious ignorance. (See above, II, xi, 1; al»o

pendix A, 1.) The Ministry of Munitions has had unusual opportomiie

comparing, contrasting, and improving the methods of coat-accounts.

It is well known that no method of cost-accounts can be perfectly adapt

all industries nor even to all businesses in the same industry. But the advu

of uniformity in this matter are so great that it might be well to set up offii

several standard methods, indicated perhaps by the letters A, B, C, etc.

such method might have several minor variations, properly nuinliered in n

to specific points : the chief of these might be the methods of distributii

particular items of general, or overhead, costs among particular products,

an order having been set up by Government or by other meana, investiga

for the purpose of assessing income tax etc. would be facilitated by asute

of the particular standard method employed, and of any minor variations

specific points. The Industrial Reconstruction Council has already issue

able and helpful paper by Mr M. Webster Jcnkinson on The IlurAfr/ Inten

Cofting : and the Federation of British Industries is rendering excellent se

to the country by its work towards a consistent system of coHt-sccannl

general use.

•i It is known for instance that the prices, which makers of wallpi

receive from merchants, have sometimes been doubled before they rejct

decorators ; and doubled again when stild to the public. Of oourae walip

come in varying degrees under the class of fashion and fancy goods, m ri

to which the profit on the turnover must be very high (see above, pp. 'M

Thp (Rr^rn-.oua additions, which are m»<le to the prices of lith recei?ed b;

fishermen, are sometimes attributed to eflective combinations among »li
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4. Associations of producers /or romtnietive work in lli, xii.4.

marketing ; especially in connection trith ej-^/mrt trade.

The business of marketing in the present age differs from
that of earlier times chiefly in matters of detail : though the
business of production has been for the greater part so revolu-
tionized as to be almost unintelligible to an able industrialist,

even of the eighteenth century, if he could come to life again!
But the slowness of progress of marketing has increased its ap-
parent relative " importance," when that is measured by the
amount of occupation which it affords to the population. The
new age has set mechanical power to do most of the hard work of
pro<luction. But the burden of marketing must still be borne
mainly by men : and the present tendency of associated effort

to become broader, and to reach further, in marketing, than in
making, is in great measure the result of natural causes'.

So compelling are the present developments of techni(jue,

and the intensity of international competition, that prudence,
as well as courage, calls for freedom for all kinds of (xssociation

that can render important services, even though they are liable

to be turned to evil account. But the larger that freedom, the
more urgent are the dutie.s of students to e.xamine, and of
Authority to control probable abuses of the op{)ortunities otiere(i

by It: and these abuses are more closely a.'mected generally
with the operations of marketing, than of production. This need
for caution seems to bo recognized in the guarded statement
of the Committee on commercial and industrial policy after
the war, that "It is verj- desirable that in all important British

number of intermediaries than the trade really requires. The time is not ripe
for»(treement8 among fishermen to sell only to traders, who would undertake to
keep prices to retailers and to the public at reasonable amounts : but such tasks
may not prove too heavy for a later age. Reference may again be made to some
deUUs of marketing discussed in Appendix J.

' The chief influences of modern technique on the methods of marketing
have come through the printing press, through rapid transport, and through
long distance communications by telegraph and telephone.

It is true that in earlier times a large part of the population spent some
time in marketmg; but nearly every small trader made most of the thin^-s
Which he sold

;
and was in fact a producer rather than a trader. That habit has

lew survivals now: few traders produce any considerable part of what they sell
A generation ago the baker differed from most other shopkeepers in selling chieflvmsown products: bnt flven h" i" now n'tei ncr-'r a 'rai-r -•••
,„ , .

-T.u ii_ i„ uuar n.wTi merely a iraacr, scum;; w^rcs maaom 1 huge factory.
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111,111,4. intlnHtrics there should exist Mtroiig, comprehensive, ami w

organizeil asHociations, which should be clearing-housus uf i

formation of common interest, and should be competent to voi

the ()pini«)nH and the needs of their resjK'Ctive tnvdes iw a whdlt

Some of these purposes are served fairly well by Chiitiibt

of Commerce, especially such as represent the homes of definitt

lociilized industries: and larger problems of industry Hml tht

place among the manifold affairs of Chambers, when imciing

Association. But there yet remain great gaps in the work

be done: and accordingly the "Federation of British iii()ustrie

has set itself to promote the fonnation of represenUitivc .\ss

ciations for particular industries; "to collect them mid tht

leading members into a central fedenvtion for dealiiii,' wi

matters of common interest to all industries, and for mutu

support"; to allot to each industry or tnuJe a duly propt^

tionate " voice in the discussion and decision of (jutstinns

common interest"; »uid thus to give effective " lussistjmce int!

promotion and development of British trade." The groups, whu

it represents, include the greater part of the adult iM)piil:ui.i

but they do not include all. Nearly every group and sub-gruu

included in it, has direct interests in promoting thf iniixinatk

of son«; products, and is apt to be more or less jealous uf li

iuiportation of others: but that considerable part of the adu

population, which is not included, hiis seldom any direct rea*

Jor such jealousy : and yet the chief burden of the wastuscau*

by jealousies among the various gn^ups of prcxlucers and tradt

falls ultimately on that large non-vocal gruup^

Britain's industries have a larger concern than those uf an

other country in external trade : and a special interest attache

to the work of Associations of her producers for organizing tl

direct sale of their gomls through their own agents. The wor

is primarily constructive ; though it may develop militant td

dencies to meet the «. mpetition of rival e.xjwrters from oth>

industrial countries.

' [Cd. 90;H5], 191S, p. 35.

" Tlie FeJcration aims at dbvelopinR the efliciency of each «r()up
;
at smootl

iriK away any frictious that may arise amoriK groups, or perlmiiK <ubi.Tjmi

at suj-piying t- ' ;.-.v<-rr.ir,! r.t -xWj: assd well balaneei advice In niiar.i to its i"ti'

of representatives of particular groups ; and iu other ways of national imfonm
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Not long ago Britain's exports, like those of other countries. Ill, «u. 4.

were in the main sold at chief ports, or other cities, to local

traders, who marketed them in detail : and her imports were
bought chiefly at similar centres. But now improvements in

the internal communications of even backward countries enable
an enterprising British or (;ernian merchant, or an agent of a
manufacturing business, to pt>netrate far into the interior. So
energetic are the tentacles of trade which each great industrial
countr}' is throwing out, that no one can long hold his own if

he neglects opportunities that are thus open to all : and there-
tore the importer must seek t() sell his goods ever nearer to the
ultimate consumer; and the iinporter must seek to buy his raw
products ever nearer to the original producer. Meanwhile in-

ternational competition develops in backwanl countries, Jis well
;i8 in those where competition has always been active ; and the
tnidcr must be incresisingly alert to meet rivals who bring to
bear in the competition a more thoroughly organized energy and
ii larger capitalistic force than were often met in earlier time.s.

He roust even be on his guard against oblitjue strjitegy".

Accordingly America's Federal Trade Commission suggests
that cooptiration in her export trade is needed to meet the com-
petition organized by the six hundred German cartels; ami by
ussociations of manufacturers in various British industries de-
signed "to handle their business in certain imporUnt markets,
and to carr>-on an aggressive campaign for its ex tension.... It is

against such organizations as these, uniting powerful groups of
foreign concerns, backed by great banks and aided by railway
and ship lines, and assisted by foreign Governments, that
hundreds of compjiratively small manufacturers and pnxlucers
must coini)ete if they engage in export trade'." Therefore the

' Thi* ma.v be illustrated by an extreme iniitance. When the f-rcat war
broke out, a German advertining agency had bouRht the sole control of the
advertiMng apace in eighty-one principal Italian newspapers; together with the

Tv" ''"''••«""'""' '•«»'"'° given, any announcement in the news columns
which miKht be disagreeable to it. Such warfare cannot be met by an indi-
VLlual producer or trader: but U may be in great measure met ultimately by
orgamze. efforts on the part of all industrial countries; and then all of them
W.U be a l.ule poorer than if the warfare had never begun. (See Tinut, Trade
Supplement, September, H»l8, p. 136.)

an !itu"'
'^•T'P"'^'^^'\"' A,ncrican Export T>ade, Part I. pp. 5, 6. See also

particle on Export problems and American foreign trade policy." by WUliam
.>at2, m 2 lie Journal of Political Economy, February, 1918
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III, 111,4. Commission, while represHinjj all competition within the Unit

States, which "restniins tnule, substantially h'sw-ns coniiRtitu

or tends to create a monopoly "
;
yet recojynizes that a str

enforcement of this principle on American tnulers might bvc

pressive, when they meet the assaults of (lernmn and other en

petitors, whose inethtKls are unrestrained. It therefore prupK

" to allow Americjin firms to cooperate for exp<jrt and to \n;n

the use of certain methods abroad, which are legal in foRj

countries, but are not permitte<l in the Unitwl Statist."

urges that the tasks recjuired in the export trade arc (if'tcn t

heavy to be borne by individual producers ; while im rch,u

may lack the technical knowledge and sjx'cial interest need

for making the ii>o8t of goods that lie outside of the onlinii

course of trade. Cooperative organizations " can affiml

advertise, to study foreign demands and cuatom.s, to ma

demonstrations,—to collect credit information, and to e.xtei

credit'."

These considerations tend to show that, if a busines-s de-i;

to extend its export trade, and is for any reason not conte

with the services rendered to it by merchants, it has a .stmi

claim to be allowed to unite with others in like position in

Federation for the purpose ; and that a relatively free hand m

be allowed to the Federation.

An agent appointed to control the export track- of a pa

business in a large market has some exceptional advantiig<

He can have a thorough technical knowledge both of the goo

which he handles, and of the requirements and tii-stes of k
tradert* and consumers in regard to them. He can n coinmw

that certain gcunis be offered, temponirily at least, at prices th

' Accordingly Con^resx paased in 1018 an Art ordaininf; that eiislmt.' :>

"shall not he construed as declaring to be illegal an associatiun entered into

the sole purpose of engaging in export trade,". ..provided itH efftct "is not

restraint of trade within the United States, and is not in restrniut of the eip'

trade of any domestic competitor of such association...and does not intenIK

ally enhance or depress prices within the United States of commodities of

:

class exported by it, or substantially lessen eompttition." It orders ibatwh

the Commission "has reason to .)elieve that any asaociatiou violates the.Ut,

sball require its otlicers to appe.ir before the Commission ; and, after inve<

gation, to issue appropriate recommendations.'' If they are not adopted, i

matter is to he referrftd to the .Attorney.Orneral for " such action th?r«"i ••

may think proper." The«e details are given, because they suggest lines on tbi

Britain may find it advisable to move in the near future.
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little- than I th< (1 that, though they III. m, A.more man cover costH;

have not yet nttractwl th( at

likely to obtain a strong poNitiui, ihere, w Fun their use has becoine

familiar: and bo on. Hut <ven i giant himru-ss cannot aH'onl

to have i strong reprewntutive in every oversea> luarkt t.

A great association of product-rs inay however maintain a

number of cornjMtent agents, though they indeed will not

iilways have an intimate knowl( dge of caeh of thi various pro-

ducts committed to them. But, much frictf in is caused when an

agent of all lussociation is found ti- have sold a larger proportion

.,f goods supplied by one nit id)er of it, than of similar gtwds

supplied by another. Even the tireless assiduity of (Jerman

cartels has not fully overcome this difticulty, except in reganl

to simple half-pmducts, so completely standardized, that a

.SjTidicate can becovie the owner of the whole output of its

members; and, after lling that in different markets at such

prices as seem best to it, can divide out thi' net priK'ifds ^^rn

rata.

But wverai partial solutions of the difficulty are now on trial.

For instance, in the Engineering industry, some small o nipiinies

have been set up by particular groiipH of manufacturers, for the

purpose of pushing some of their wares in jjiirticular countries;

the selectiftn being so made that none of the go<Kls handled by
anyone are competitive: each manufacturer can give his own
instructions as to the prices to be asked for the goods. The
home manufacturer has to give credit : the companies " have nut

adopted the systein of merchant houses of {wying for the goods'."

A bold extension of this plan app-ars in the st-ttirig iiji of

a vast central Association, which is to ai)[ioint an "Agent-in-
Charije" of each import^imt overseas district: he is to assign to

particular agents under his control the care for certain products
of particular members of the A.ssociation ; suhj. et to the comliticm
that no one agent is res|)onsil)le for two products which compete
with one another. On that plan each manufacturer can issue

what instructions he likes ;u5 to his own gouds-.

' Riport on the niijineering trtulen (Cd. 'MTA\, p. 1!'.

' This is tbf plan of the "BritiHh Manufactur. is' Corporation,' recently
fonnded by Sir <:hsr!ps >fHr,d!eberg. "Thu Agtnt :a Char^-:- in each cou;.;ry
must necessarily be British, and poBseesed of commetcial eiptrieuce and
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III, »ir. r.. Meanwhile tradf bftwetin Kritain mv\ htT ovcrsttiiN kind

is boing foHlcrcd by "Tracln ComniiMHiont're," each of whom
the duty of kct^pin^ British pnKlucont and cxiMirtfrx in t,,,

with th«> conditioim of that jwrt of tht; Ernpirt!, to which h.

assigned. Thid imprtant work has a bn)ad<!r, but jierhaiM
|

jMiiftratiMK and thorou>,'h inHiifnce. than tho inU-iwivt* ni.thi

which wo havf b«'en conHidcring'.

C>. The Mreitgth of the Heini-niUnmntir organhttiim
rrjmrt trntle hy indepemlnit luerrhtHta: funrtiimH o/lmi

m relation t4> the trcule.

Lirge as arc thf ta«k.s which may be accotnplishcii

Aiwociationa uf nianufacturcrM, or other pnKlucerM in d.vi li,pi

exjjort trade, room will probably continue to be fDiinii tor i

servicen of thi- merchant in organizing and financing' it: t

merchant may havi; done in the pait much that .shmilil h,,

b«M'n done by the pr«Kiucer; but there seems .some dangir tt

the p«'ndulum, which hius swung too far in one dinctiun, m
swing too far in the opjxjsite.

knowledpe of the language and tradiiiK cu»tomg aoquirod by pr.viou.H reii irn

Of high commercial itaiidiiiK, hie position and prestige would give him influei

in oheckioK chicanery, wcuring tlie belt selling agvnU for eiclusiv. l_v Bnt
goods, commanding the he«t lf«ul wirvioeii for membem of the CoriMiratiim, i

obtaining advanced news of likely trade openings." He would have a c,

aiderable Htaff: and he "would recommend and appoint a«llin,' a«ent«

members when desired, either for single firms, groups, or combinationi,

arranging that competing firms would not be represented by tho .same auf

After appointment, sellioK agents and manufacturers would condiiot their bj

nesa direct, the Agent-in-CharKe only intervening in enicrnenciiH, p.i»?r

attorney being given to him to aot in disputes." Thus every mauutactj
"would be put into a position for getting into direct touch with hi8 foreii;n ci

tomers. He would get to know their precise needs on thf one baud, ami, oa i

other, he would be able to put before lliem his entire ran^e of product^, " Wb
these remarks were pausing throuiih the press, it was anuouncHi ihal li

Corporation had been fused with the Federation of British ludustriis; seesbo

p. G12.

' "A Trade Commi.'sioner stationed in any Dominion or Colony, anli

spcm.iible for a particular area, lias to make himself fully converitsnt »i:h

(1) The IJusiness Houses trading in bis area, as well as the local manufactun

and public bodies. (2) The quantity and value that the country purchaw
articles which the British manufacturer and merchant can supply. I)i Tl

tariff and customs regulations for goods entering the country. (41 The Uxta

goods competing with British, their method of sale, their character and pnc

(5) FreigijlH and charges and the comparative rate.i between IJntisii ponsai

foreign porta serving his area." (Tht Board of Trade Journal, April, 191*)

;iN.9A.mL'V'iS^Bmi^SSS^ A'-
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mumi HOHiTWN or mkrchanto in (jenkrak trai.k «i7

A great merchant in lik..|y t., I... a m.u. ,.f Ur«or capacity rn.,,,,5
»han w gcii..rally to bo fo.iml urnoi.« Halari..,| ..ffic.-™ of a corix.-
ration. IV variety of hi« o,K.ratio„M g,v,.H opportu.uty for a
bn.a.1 stu.ly of character and con.litioriH. Hti.l is of imiHcial iw..
in th.' .litticMlt and iinix.rtant ta«k of deciding wh,.,-,. cr.-dit may
.s^ifrly k. given: while the knowlclge. ..btained in each cla«H
of hw inany-Hi.ii.<| dealingH, Hcrves hin. in ..thern. H,. work«
f.r K-iin: but ho generally benefits hi. country. Hi. .^-rsonal
amm-ctionH. m well a« bin jmtriotimn. incline bin. to give pre-
ter..n(v to ho„,c g.HK]H, other thingH being nearly ...,uai If
Bntmh pnKlueon. fall in any re8,Hct behind their cornix-titorH
It IS ui their own interest, and that of the country, that they
shm.ld be warned to k'stir tben.selve.s. There are nearly always
son,.. pr.K]ucers wh.. are capable: the merchant m Hi^-cially able
to select then,; an<l, by .so <|oing, he advances the industry to
which they lx,.h,ng: an alert and wis.- use of his discretion n,ay
in the long run be of even greater benefit to his cmntry than
to hirusolf No doubt he sometimes .selects pr.KJucts of .some
country other than his own, as the best suited for his purpose-
but he IS not very likely to do that, unless the corresrK.nding
imlu.stry in his own country is either not yet fully develo,H-d or
somewhat sonuiolent. and in ru-ed of a hint to amen.l its ways
1 1,. however true that a six-cial agent may be ex,H>cU-d to .send
home some account of the rea.sons fur any preference shown
to nviil jr,HHls; and a merchant seldom d..es as much.

It is to be remembered that the m.Klern age calls increas-
mgly tor the concentration of thought, lus well as of ,,lant on
relatively narrow ranges of thorough specialized work: and tliere
b thoref..re a certain presumption in favour of the relegation
by the pnKlucer to the merchant of as much of the work of
'nark.ting as jx.ssible. Any reverse movem.^nt at the present
"""• needs to be supported by very strong arguments; and itsto be- noted that both German cartels and American giant
bi..s,ne.s.ses delegate as m,ich of the w..rk of detailed marketing
« IS pnifticable to semi-indep.-ndent corporations or dealers
1'*^ that the merchants that act for (Jerman cartels an- nft.-n
themselves cartellized. Al.so the multiplicat i..„ of A.s.sociations

. ,
t„cn must increase the time which they divert from

^tion to t;ilk,ng an-l hearing others talk : it often hap,H.>n8 that

I
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!.;

Ill, XII, r. the least progresBive of them find most leisure for talk, aw

exercise an undue influence thereby. The British habit of con

centratinjj the day's work into a few hours of high strain incpiis*

the evil, that arises everywhere from frequent attendanir a

meetings, which must necessarily b«' long'.

It is to be noted also that the mercha: c supplies a par

of the capital, nee<led to " carry " profluce on its w.iy l« th

ultimate purchsiser: and that he has special facilities tor siif

plementing his own resources. It is true that the pnMliicw

as well as the merchants can draw command over capital fmi

Lombard Street for the purjjose of financing some cliu*sfscitthiM

export trade : but that course is not always available in tv^iv

to gfMxIs sent to a pnxlucer's agents in distant lands for sil

then'.

On the whole we may perhaps conclude that there arc mm

ciuses, in which agi-nts of a pnxlucers' iissociation may mirkf

abroad particidar classes of g(M)ds with more intimate technics

knowledge, and [M-rhap with more atssidiiity than arc gemrall

to be found in th»! independent merchant: but that y.t rh

advancement of a country's exj)ort trade must in the nuiii

depend on his judgment and enterprise.

British banks serve the common interest by drawing coid

mand over capital from branches in residentiary districts, in

' In OHP importttnt caiM) tliiii deleKatiun lias led to au incri'iise of corun

tration. For the United SUtes Steel Corporation, having set up a huge ftrp

ration, "Steel PnKlucts," to market ita products, went furtlirr. t" invite ait

pendi-nt Htccl works to use its st'rvices. They have Kenerally adopted thi' s*

petition ; and nearly the whole of America'H fteel output i8 Hold tliruugh awDji

channel. The immediate economy and eHiciiney of the plan are obvious; be

time alone can show whether it is free from latent diaadv8nta»;e.

As to Oerman practice, the Rej'irt on Cuoyeration in the Ammoin c/pi

trnitf (I'art I, pp. its—114 and I'artll, pp. 3—80) is exceptionally full of »i.

i;estivc information. In many casc!' the merchants, or associationH of mercbuii'

through whom the sales are effecte<l, arc so tied down by reKuliitionn »* w tt

additions made by them to the prices at which the cartels hand ovir gooJ! l

them that they may almost be regarded as agents of the cartel".

« Of course a merchant, who Hti(ck8goo<lR ona lar^escal.-, lua.v suniriimrs*

his own brand on them : but producers ad- ' that he tends to nteaJy the a!«k.

by absorbing goods, when other demands uiC slack ; while he csii J.intrnic:

quickly than the manufacturers can do unless they keep larne stink* ihcDiti'e

Again he sends them larger and more regular orders than they miKht oihtm

obtain, and saves them a vast amount of detailed work, which miKht hnAtri

application of their energies to that work which siKcially beUu^s I" tliem.
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lending it out in manufacturing districts ; and the ri'quirem.'nt.s JII.xn.s.

ofthe export track iforce suggestions aln-ady madi'(s.'». above,
II, IX), in reganl to e interests which the jiublic has in the
extension of the soopt; of work of British banks. While those
stTvices, to which they devote most of their strength, are of
unapproached excellence, they make little attempt to rival
(leniian, or even American banks in the direct furtherance of
the larger ventures of industry. By limiting their operations
to a multitude of relatively small risks, they are enabled to
base their advances chieHy on capit;il deposited with them; and
therefore to return ixtremely high dividen<ls on relatively small
|«i(i-up capitJils. There are therefore some strong arguments,
both of e(|uity and of national advantage, in favour of the exertion
of a slight pressure on them, by legislation or otherwi.se, tending
t.i increase the ratio which their jjaid-up capitals bear to their
total liabilities. They could thin, with s^ifety to them.selves and
their depositore, undertake a rather greater share than they
•lo now of the larger responsibilities of the country's business
abroad, as well as at home, while they would still cover so great
.1 part of their liabilities by Huid a-s.si-ts, ius to be certain of the
ability to meet promptly further larger d.'inands that might be
luiide on them.

Like many (Jertnan and other great bank.s, they might thus
bt' mclin-d to hold on their directorates, or in their <-mploy-
inint, a considerable number of men in the early prime of life.

Each woidd select such as had direct knowle«lge of those matters
"f industry or trade, to which it was devoting special att."ntion

;

Hiui would re<p)ire them to give at all events the givater jwrt
"f their time to the work, in return for ccmniiensurate remunera-
tion by .salary or otherwise'.

' Sir Char!.« Ad.lig, in a notable arlicl.' in the hUUnhnrnh Ileiinr .Inly lOlS
point, out tlmt a u.erf technical exp. rt would not Im.- in place on th.'lioar'l hut
.hould advise financiers on the t.-clm.cul Hide of a project. He indiratcK that

31.^,'"" ? "" '"'"'''^"^ ^^ undigested »ecuriti <« through having
neglected tliu caution.

He remarkH th»t the London flofttin« loan market averageH fm.HOO of hilUMd«r d.K.„uut together with £ui.l(10 lodged by bill broker, with banks as

r. IT""' T ' '"^ """ "''-' """^^y- •'"'«"' -"l «'*«'i''i'y "f "» rcHourcen
re , thou a parallel elnewhere. And yet it i« over-xusceptible : because too large
P»rt <.f thone resources belong to its customers, an.l t.w little to iu owners

I
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CHAPTER XIII

AGGREGATION, FEDERATION, COOPERATION I\

BRITISH INDUS I'RY AND TRADE, CONTINUED

m,xiit,i. I. Tlw regulation ttfprices hy asHoa'atiouH o/prodmr

It has alrciidy boon argmul (above, II, ll, 4) that thirn

littU' fundamental difference between seUers' nii)nc)|)iili(.Mii]

buyers' monopolies: tha' i.i many cases a nu-rc chanjje nt' wiprdin

will enable what is commonly rcftanled iis a sellers' moniip!

to appear Jis a buyers' monopoly : and that, even where th

cannot be dune, there is no genenil principle by which it ca

Ix- decided whether a scullers' or a buyers' mono|)olv i^ liki!

to be the stronger. A federation of producing busincssis

often a monopolistic seller of products; and, though iiinnnir'l

a monopolistic buyer of materials or of plant'.

These considerations suggt-st that many of the most i"

portant applications of tht; principles, t;) be disc'ns>ic<l iii tfc

chapter, relate to the ' marketing " of labour ami of einiilcMuii

rather than of material goods: but their study must !)!• p'v

jM)ned to anotiier oec.usion ; because tiie various eienientrun

esjHjciaily the "human ' elements, which eiuer iutu iliiiii ii

largt! and various. It may however be well to ii.iie ,ii .iiieiib

the class-.selfishness to which some capitalist iiroduo^ w

tempted when they .see the way to raising prices by .i.s.s(h.i;ii<'

' It may iip|)ear as a moiiDpoliHtic l)iij'<"r of tskillcd luboiir cif .i LiTtainwH

but when thi^ labour rtijuiri'd in an imiustry i» of a liitjhiy sj" i ializel b,

while thrt plan', availalile is more than aiciiuati' for the existiiiK i*ti«''> '^' •""

labour, un uHsociation of workerH may have the npiH^r liaiiii at a iiuinopok;

sellers. If the bargain be rPKarded as one for the purch:iBi' of cmplora't

instead of for the sale of labour, the workers become tliu buyers; Id i^

essential fiatures of their niuuopoly are uiicliau^uil.
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TRANSITION TO POLICIES OF PRICE-REOULATION

action agains*, ether producer., and ultimatdy against tho ,ii .„, ,
general public, sonu.-tiw.es doos more harm through its indirect

' '

'

than throF<gh it-s diroct r.-sulta For trades unionists often
undersfind the matter better than the public does- and i. con
sequence are less v.-illing than th.-y otherw.s.- might be to /brejro
astratc-giciidvantage in re8|x>nse to a pl,.a that it would cause
mor.. hurt to the nation than beneHt to themselves ( V.„ v.rselv
.mployers- associations for the regulation ..f wagc.s have some

'

times been turned to account for antisocial regulation of pric-s
G.nccrted iiction, on the lines oi th,- W/utle,, Report is to
which a little will be said soon, will probably work for good ,n
these matters, though it is not without its dangers.

The main principles of earteM.ke dissociations hav been
discussed in Chapfrs ix an.l x ; and v.-hat h,us to be sa.d .,„w
turns ch.eHy on dirt'erences betw.vn the (Jerinan and the British'
iKoplcs in charact<.r and in methods of organization. British
^i-ssociations, or cartels, are less under the mHuence of military
.lisciphne, and generally less harsh in thnr ,H..tho,|s th-u.
(iernian: but. .us we shall see. their ta.sk i.s mereas..,! l.y th,-
presence of many old firms with inherited plant an.l tra.luions

Ihe relatively m.ld policy of British st.-el A.s.soeia lions yave
K'mu freerlom to each business to ehoos. its own l,n,.s of ,leve|o„-
m'-nt. While such powerful and ..nt.rpnsn.g businesses .us tho.se
'Armstrong an.l Vick.Ts wre .•,.nt..nt to buy th,- sf.vl on which
tli.y work.Ml, then, w.us no ..ver-ma.s.ering a.lvantag.. in .leep
.;Ttir,.l

,
xpans.on similar to that, which threw th,. .lon.ini.m .'f

""•<•' niMU .ste,.l indu.slry into th.- hands of a nlativdy .small
K'n.i.pot g.ant capitalists; sine- non.- others eoul.l ivaeh'out. to
->H. ..x|,.ms,on: s.» that cartel policy m.-vitably strength.Tu.d th.-
Mrn,,t,r ,,.Ln.v.-ly t.. tlu. w. ,,l. But, human natun- b.-in^. what
MvisMKiat.on wh.eh is kn>t(...i tightly t.-g.-iher ,n c.nstru.-tiv.-

",.''!';" '''•^''"l'^ >•<""""•" Mulitant aeti.m; ami in th,s cas.-
[^^ uMv 'o l... turn.Ml towar.ls r-stnet.v.. combination of (h.-
'iir>h (icniian type.

Hntams ..,,„!,.,1 „, ,1,„ ,,„-p|.„.. :„dustryis no .loubt the
r-ult

„ s..v..ral ,.aus..s: but thchicf of thoso has b. ,.„ that thos..
'W<l m It ,oul,l make sun. of oblaiKH.g ,h,. s,..,.| l,,.,s ,,.... I..,|

'> "i^''n ,.1 ,vav,„al,|,. pn.vs. AsMHi.tt.on. ,„ ,,,gulai,. ih..,e

! I

' «H

:;'i
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ii

III, XIII, I. prices were not indecMl iibstnit: but tht-y wore not lyninnii

and indeed they coidd not mise priecH much above those m

worhl market, as iniportation was frer. So the (Jeniiaii tinpl

industry which probal)ly might have ke|)t on at about even |i

with the Kritisli. it' the price c)t' steel bars had not li.cn iiii

against it by a cart.-l, was left far behind'.

Larger (piestions an- opened up when we (;om(^ to the nliUi

l)etween the steel industries and the shijibuildini; indiistr

The steel industries are reasonably jealous of any aiJjHum

of monopolistic discrimination in the freight charj;* - hy niil^*

or shipping comjjanies, which seem to favour foreii^i ^i;.-' in.

who might divert traffic from them; they complain sorely wi

rather higher charges are maintained for home prixliiciTs,

«

have no alternative course by which to escaped Heciiinn i

siiipbuildi'rs complain that " the Steel market is largely nuitrol

by the Steelmakers' As;«)ciations, which regulate both prci.sii

area of supply": they *iy that though "the Combines hawi

hitherto been able to exerei.se any very great inHui'Uce in niui

i)rices, owing to the existence or imminence ot fonii^ii ami]

tition," yet "in certain s|K'citic ciUseH combines h^n.- i.ik.n t

advantage of their position, when foreign competninii v ,b .

eluded": the i.ist five words are noteworthy'.

In fact though numerous verdicts in tiivour ot tai'iliti >

regul.ating jirices bv combination can be obtained trom |Mitiiii

industries, so long as each is thinking chiefly of the prirrswhi

it receives; such verdicts covit only a part of the gnmini. \U

one branch of industry gains by such n'gulatioii is ap' t"

more than lost by another branch which buys from it 'XCi

in so far as the lo.ss can be shifted on ultimate coiisuiiuts; i

thev are iniieed often the m.iiu lo.sers.

' Sw .lone.", Ihf liiijilnle iuduttry, cIih. vii anJ i.x: &\-o Lnvy, .Viff

and ComiJi'liliDii, p. 'iO.'). Kxperimi'iits in tin' vcrtiiul fiisimi of ttivl tar .

tinplatf making huvc not prosixrul ; partly |H'rlmp« li. ('aii>i' (i.rnuin »!«li

niakiTH were sellinK cheaply aliioad bar.s for wliich Cicrmuri tin plato limk'tsli

to pay )iiKli prices.

- Si'P liejiorl 1)11 iron ,iu.l .hI,',-I tvidi-t, pp. :i4 i'.
; ami 11- l->ri on (":}''-"

(nii/iK, p, :m,

' lli'iiort 1)11 ahipjiiioi niid sliijilniildiii'i i'lduslri: •. p. 'J''i .
uin! /'fpi'"

t'n'jini'^riiiij tiadnt, p. :U.
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CONSUMER OEFENCELESH AGAIN.ST NETWORK OK CAKTEI.S

2. When markets are perfect/!, <^pen, the interest, of th,' xn x„, 2ijmrnl pnhlir are dejended lu ureat meaxnre hu the alert
'

watehum at ,,rndnrer. in emh nta,,e of .ndn.tr,, aqaimt
undne rau*n»j of tlte prieen of their pUuit or material hut
thix ,l,:tenee ih impaired when the price in raeh staqe i,
arrauijed />,// a eomhituitiou ofprotlnnrH in it.

A.s«,.ciations..f ,.r.Hiuc,;r« an- liabl,. to .k-vvl.,,, prico pol.cieM
(,f which thr chief purpos.. is t,. stay .iisse„sin,H in th.- .trroup
art.rt...i, an.l to iiitr.xl.ic,. I,arn...„y .-uxi ^r.„Hl-wili wh.-n- shir ,

romjH-titiun for.n.'rly p.wail.-.i. (',.„oonl is imi.vi ,.htai.u.,J
w.thir: a s..rt..,i, ,.f th.- nation : but Koru-niliv at th.- ,.vp,.„.o „f
iiijurhs t.. the naii.,n at large, an.l pirtieiihirlv t....tl...r. .....;

ol It, uhich tar outvv..i>rh th.- go,Ml achiev-.J by
;h;it si'-tion. But th. evil

riiiK'h

r. 'Sill Is arc

U'Mi'tits
: anil

that.

prnmin.-ntly a.ivertiscl tha
*\\v public is apt to I

>ne.)nl within

I.-S.S conspicuous, ami
11 an- Its Ml

IlllttlMI it th.' bnsin.-Hsci

)'- niisl.'d It

iK'cording t.> who.se

ii.'diatf

tnay !>. .ul-

Heeds th.'
prir,.s arc s,t. arr ai.-rt and ...piippe.l with th.' b.st plant, sl<

.in.l citL'anizatinn. th.- pui)lic interests

hurt ; and tliev

ari' not lik.lv t

.iiav even

that th.

be ad

o .>< IIUIC

sts (,(' production, ineliid

vanced. Hiit it ..ft.-n \\ ipp>'n

r.' td l)c c.ivcre.l are th

'hiii.l: and, here Hrit iin

to llll.' I)'thcr I'oiihtri.'s. For th

111,1; ri..riiial profits, winch
se of busin.'sses wltich lag soni.-what

ippears at a dis;i. Ivan tag.' r.'lativciv

puts dlthclllti.

.' .great ag.' ..f h.T indust

In A

s m tin

lacrica and (

way ot their rapid re.)rganizat

ries

Ion.

J. 'nil

l>y rcl.itK.'ly

;iiiy many in.histrie.s .irc controlled
nail minibers of [M.wcrtuI capit

"111 ar.' int.nt on larg.- ambitions, and I

alists; most of

inherit. '.I plant .)r tnidit lOli 'I'l i.-v .1.

lav.' littl.' interest III

sin- to niak.
VKi.'at transacti..ns; and the .-..st ..f pr.Hl
ave 111 nmi.l. is n.'arly always that of,,n al.Tt 1

/r.-at rains

ith llleilei n appliances, an.i makiic' i;

uctiori, which th.'\

iisin.'ss, eijuip[H'.|

In- iaiX'' 'iitput at rather low osts \wr unit

T.-at aggregati' gains

ii,va.nii,.si'ent biisin.'ss that

t.'.u s a coiiiiil ut

"'.ivehut scant .attent

'" iiii>t"mnie, are left t.

It cannot work at such
ion. 'I'hos.' wl

cost.-^ mav
10 ate ueak, tliroUM'h 1 111 It

iiri'l t

imi al

ill till-

or aban.i
leir witrks are recast,

i"rvaditig inHui'tices of th

dir. etloliS.

go to the wall ; or th.-y

Dill (I In<

/reat banks

are bought out

rmanv the al .'rt

laai

1 ;li

i

n

f

r II
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Ul.xin.'i. But in Britain an association of protlucers often dcjxridsi

gr«>at ini'iwurt' on the adherence of worthy firrnH, that recko

costs of prixluftion on the basis of good solid work or wdl-trit

methods ancJ with well-tried plant. They are content Ut st

generally at, or near, old high prices to those with whom th*

have an established conntxtion ; and in case of pressure thi

sell at forced prices, subject to no rule: but their supjion

desire<l by a projected jissiK-iatioii : partly because they may I

a source of trouble if left outside. The jMith of least rcsistam

is to take their costs as normal costs : with the result that ale

nu'inlH'rs of the association claim credit for not pushing,' pnci

alH>ve normal costs, while iidy rejoicing at the great cxwss

those prices over their <<wn costs. No doubt an aswiciatiu

working on these lines, has little defence against strong attati

but it is likely to be vocal, and to show some iiigtniiity
i

proving that it is threatened by unfair tomjMjtition, is|Kcia!

if that comes from overseas; and can be convicted ot .sellin

occiisionally at very low prices'.

The maniifiw!turer or tnider is indeed strongly uitiust^

m obuuning materials, plant or pn)duet on ttrins, ut Iki

iis low :is those juiid by comiK,'titors who sell in thi siii

market: for, as a general rule, he loses the whole <if any I'St:

prices which he pays above those paid by most of his con

petitors . and he gains the whole of any lowering of prices whii

accrues to him alone. Hence it may be inferred ttiiit, sh U

iis enterprise is entirely unshackled, the nation mril ni

iU-^tiveiy e.xerl itself in regard to t\u; prices of such niati-na

aiul plant; siiu:e those, who have the most knnwlcil^'c ( if sue

matters, are also those most deeply interested in elitjiinin

' Tlie fact tlmt i.n.vision mu.st be mad.' f(ir tli" need,'* of liu>inc*.** »m

plant unil ciur^'y iiit- uol .if tlii' tn't.t i» well known, hikI it nnua ucur tj i

denied : thoii^li (riink, op. ri litateiiicntH on tlie miliject ari' run-.

Tlie National .\.-hociiiHon of liritiHh and Iritdi Mill.rs vnm hewmr to

pulili.ly in I'.iUl that " m arranKinn lor tixeil prices, it will lie wen tlmi li

wor^-t eiiuip|ieii and moKt iiufavouralilv situated uuUh niiixl be c iiM.iiiti. u

niiiHt of course niuki' a pr.dil; tlier.lore tl>e lar^'er miU.s must of coiirn- »>Tk

mieh a iiiarfiii of orolit a.s i-liall, and indeed does, invite out>ide c.mi(Kli:i.D

To meet thin koiou milleiK have '•invoieed and charged ih'Ur at the pnreof U

t;rade 1h low thai to which it realiy lielonni d. (Quoted by .Maciost.v, ;..'. ( :'»

li It had Iveii posj^ible to ab^orl) the ne>v . oniiieiilion, lliiscli^ir avowal m.i.

n..l hiive !... u made ; and the A^noiiiation would have bet n al.K- f^till t"
1

laui

tile public.
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But thin inf.n.ncv is not vali.i whon tho price of th. ...aU-riul or
plant.n .,uc.st>o„ ..s controllo.) byHcurtoUhat c..vc.rH th.. rnark.t inwh.h any s.-t of pHKlneers ar. intcvs,.-,!. ( ,r eoun.- an artiHeial
r,.. n. hat ,,ncv n.,,ht go so far. that th. con.s.qu.nt rise in
the cos of hnushe.! products of the in.lustry woui I n,ateriallv
curta,l the.r ..le

;
an.i. .n such a case, nearly all those ,n the

:nch..stry won I be alert to op,H.se the rise. H„t the increj.
1.V, -y, a tenth ,n the cost of a ,«rticular n.aterial or in.ple.nent
...•.le,l by the nulustry w.ll ofren cau.se only a vry \„in,.te
increa... ,n the t.tal costs of its output, an.l therefore will not
K-|tly aHect the volun.e of its .sales: an.l. in that case he
imbhc maydenve scarcely any .h.f.nee fron. the opposition ofl-lucv. u. a late stage of ,h.. in.lustry to an artificial rise .>
pnce ,„ an earlier stag... In fact such pr-Klucvrs have ..ften
-g"e.l pubhcly in this n.ann..r: '• What ..ach of us wants is

:;jr;l'"? ^r ^""'I-^''-- -" -t ^.-t anything n..e.le.rfor
'
eu uork at a lower pr.ce ,han he d.H.s : for. in that case w can

I ^.tely pass ,.„ any n.o.ierai.. incn.a.se in costs, with profits to
•l--"-.n,.r: h.t us then n.ake n.. tr..ubl.. about a no.lerate2- Hu-vas.. of pru-.. in r..gar.l ,o this or that s..c..nC
Pl-t or material that we ne...|." For j,,,,,,,,,, ,..,,;^,.^ .,,. J^
.. UZ...I s ..ets for r.,ofing. car., very littl.- what pric-e they t«y
- th..u- st,.el, so I..„g as tlu.y know that all oth. r .naketJ; J
>h. sa,n.; an.l that th..y hav nothing n.uch t., fear fn„u he
I'liniMtition of slates tii.-s Mt ... . fU a
tVt th..v u..t U .

' '""'^"^' '".'t.Tial.s. In•"t tlu3 u ach changes n, tl... prices of such .uat.Tials with--ttcnt^n than th..y. loth., price of st..el. when that sf^'

fn.....! s, ...| pn..lucts aga.nst an ar,.fi..,al incr..,use ,n th.I- l...,...l by a cart..| of heavy steel pr...luc..,.. Thus o.
-11 <."^' o, „,„,,as.. ,n tlu. cos, of ,h.. finished pr-Hl,,-,1-- wthoutr..s,stanc..;an.l. .fit sto.Kl l-v .ts-.H' ,/ u, b;->'". nnu. Hut similar ..ausesbnng.l.„u,.o;h:r::

j-bl.c .s bable to sufi;.,- ,nuch iron, an a..,.,uauiat.on 'f

40

t

1 1.

i ^ * ii
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i

m

lll.xm. ». small biinlrnH, no <>ii<' of which by its<H' w.-uld he a matt.i

Merioiis coiK'tTii to it'.

:\. Carte/ /Htlirien o/ej-rhiniif ihnlhuj orr oftritfurtk

hji deferred rehaten.

Attention has rtlri')nly b«'fn cullfti to the s<vitiiy ^t i

dcvic-i' for dcvt'lopin^' the monopolist ic jtow.r of TuiUs liuMn,

which consisted in refusing to s.ll to tiny triultr, wh.. h.in.l

.similar go.)<is at prices somewhat hss in cxcss of costs ut
|,

(luction than those fixed by Coats: in effect that apiwnn

mild rule closed the entrance of the hiK'tiway of biisims^ t. i

firm, which desired ti« establish a coiuiectiuii in \\\v m
Several British cartels have adopted the same device, with n

siderable success, lint others hav<> had recourse td tliat

comprom isi III? jK>licy of evclusive dis'ilim,', fortified by li-lir

ri'bates, which we have .seen evoking' dra«lic npres^inii

Aniericji. It no doubt cl<Ksely resend)les in form the m-\v\\v

which the South African and other shipping trades lia\.' b.

partially monoix)lized : but, when applied to maiiiifacliir.-

lacks generally the extenuatin-,' circum.stances, whiili are t"ii

in fast-liner Iratfic. It aims <if course at securing 'lie cM.t

of a trader's custom by allowing a high Rebate nr ili-ioiint

the normal high charges of an as.sonatiou: and by d.f. mii>;p:

mint for some ye.irs ; with the ititimatioii that it will lMt..it.i:

if the recipient meanwhile buys from anyone \s\v> i- ii-!

member of the a.ssociation-.

1 In llie i-xport tnidi', wliirc liiilisli proilucors coripet.- clii.ll.v wiilit!i»

otliLT iiuiuHirial cuunliii s. an urtitii'ial riso in freinlitH fm . x|)..itai.-ii >

rilativ.ly ^imall odiictrii to lln' imroliimiH, who pay it in ll^ tii-t ;c!»:

Tlir prochiri'iH and ciinsimiirs lire niiiic IK iiily ri'iicntuii: l.'it llii\ -v.' -

III a ipohiticii to take action in tlie iiiaU-r. Soiiir .Minilar iiKiliuljr.-liii.nt- 1

li.tn noua. aliuvc, pp. U:i, lit.

- Tills pravlii-v liiis lut n ii.ioptcd l)y .-en nil .•i->ooiali 'ii- y^\\—-
)
rn ii.^:-

iir.d.a loi \<\ii. ntiK lioii-isandijoltiine-. including; ».v. Till .,,1: - "f "l.-ilf-''

It'^ licici-l Hp|.->'K-ati.'n 111 Itiilaiii Im.s lici'ii iiiudf !iy an olti^liool ,.f thr n j^'ii

.\iiii ru:iii Sh -t M., tiiiii ly Coiiipaiiy (sci' abovf, pp. 'lA.'^ » ;
ni'.i .' ir ,. :

til.- liiili-li ( . uu ..f Cliiinc-ry d.'Cidcd in f.lll? ihat ti. I,.-.' -i ii;.ci-in

iimiii thi- I 1,111 .-. liin.iin.' Iiii'i to Um' it to its •• I'lill ciipiui;;. .
lUil; :

'"'

:u 11-1; it. sOii-n It eni.ii'S tu \>v rllk-it-iit for his piiipoM- : \w must tin nn » '>

ii.

!1L
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in.xm.S. uiid for Horn.' olh.T miitU-n* that im- incK'p-mU'nt of th.'
|.

ticiilar im|K>rt« conwrnwl ; but, thiit Ixing dono, luiy iruni

ill her iiiiportH iniiHt U- covcml by ii corrfH|x.iiilinj( inrniw

her cxportM in onlir to pay for them. All ht-r .xixtrts nt a

iiii})ortiinci', cxcipt coal, im- iimnnfiutiirfM in the iir.Hiiuiinn

which she hiw no adviintap'. oth.r than thf abini<lan(i- of)

ciijtital and the cniTgioH of her jMopj.. : and, for various nas..

«hf d.icH not {wy, and Hhf ought nut t<i yttxy, for a ^mat |»irt

her iTiiiKM-tH l.y the ex|K)rtation of coal'.

TiuTefore almost every increase iti Britain's iiiiiiiiiatKni

manufactures has to be covere*! by an inereiw in her t'XjH.r

tion of other manufiwtures ; and every such ehaiiK"' ni\n|i

doiihh- costs of traiisjiorl, ; those of her own increased > \|n,i

and those of the imjiorts which com.' ni return for thnn. Tl

there is a /»i,iid facie case for thinking that British iiiaiiul;

ture A, which fears the importation of rival pr-nlui'tv \m>\

(tojTfthir with double costs of fransjx.rt) by liie .
\|».rt.

another manufacture B, is somewhat lacking in al.rtii.» ;t

energy.

Tl IS primd fdcii- case is indeed subject to variuu;. r\o(

tions, arising ut of jwrticular conditions of imlustiy, mi'l »i

on.- that is common to most branches of industry. Wr n.

c-oncern oui-s.lvi'S here with this alone. It arises tnmi t

fads that B i)rndiicts ma\ probably be offered tor s.ile aliP

;it lower n.t ])rices (after allowing, that is, for est ut carni.

than are exacted at home : and that A pnxlucts may simihiri;,

offered in Britain at lower n-t prices than are ehai-.d l"i iv

in the country of their origin: we pass to consider tins p.;ii:.

.-). Tlw jiolhif of ditmpiiiij. Tin rlaitn of' roiiihlmili"

to Kfofilliw home huhtntrif.

It is customary to sell abroad at lower Mt pMct- ithit '"

|..wer prices alter d.-ducling all costs) than at hem.
:

;i:i'l

' Coal in not " pro.lucfd • l.y man : hi' lUffly t.ik.s it ...it of i.i.ture^ liait

slur.' ho.isiH. Tlu' iiositL.n wl.i.-h Britain will hold in the wo. il HOn« a"W'

l„.nc.- will Ufi-end l.ir«. ly .>n tl.<' earn with which nh.' ha8 hu»l.and.,l l..-r >v

of if any generation whid. exports it. in ..r.ler to pay for tl...-e ni.i..ufMtui

in the production of which b.itain .-ho.ild hold her own. «i:i mtl.ct an mj^

uu coming i.'ener«tioD8.
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Ill.xni.r.. militant policy: and that she "dumps" in order to prevent th.

rise of rival industries in other countries. For in fact wr

little of the cheap selling abroad by cartels in the ste.1 ..

dustry, and others of which Germany has no monopoly, has thu

excuse—whatever it may be worth.

Of course a policy of dumping can always be stopped li;

special import dutiivs on dumped wares, if it is worth while
:
aw

there seem to be a few cases in which it may be worth \\h\V

But some caution is needed in this matter: for that renudyi

likely to be advocated with energy, and with the advuntici

derived from intimate knowledge of details, by individuals, an

by associations, who desire to keep prices in the honu' inuik.

high enough to yield profits to businesses that are nut, mt

alert, and still use plant that is not up to date. ^loreov.r i

appears that some of those, who aie prominent in emphasiziii

the case against artiticially cheapened imports into Britain, u

themselves inclined to sell abroad at very low prices, in onleit

maintain very high prices at home. Then; is indeed snniethii!

to be said for declining to protect a British industry even again:

artificially cheap imports, if it carries far the practice of lowtrin

its own export prices relatively to its home prices: and mac

case care must be taken lest provisions made for the purpu^.'

repressing malignant forms of underselling be so worded, a>

condenm metlKwls of trading which are practised on occw.

by honourable British firms. This danger is likely, if ignoiv

to lower the reputation of the country for tiiir diahng.

The Report of the Engineering Conwiittee nhviuly <\\wliA li

that danger clearly in view : and recommends the adnptinn

legislation similar to that of America, which orders that sillu

at low prices—that is. at prices less than those prevailiiiL' •!-

wher.'—be prohibited, not absolutely, but only ' Provid.

such act or acts be done with the intent of destroying or injur,

an industry in the I'nit.d Stat(>s, or of preventing the ests

lishment of an industry in the United States, or of ie>traini

or monopolizing any part of trade or comnii'rce in the Inn

States'."

[Cd. <K)7;i], pi>.
21. 28. Some claims for Protection apaiust the <inmpi!:.

ft rL-l-ii gootls in Fritrasi irr.f.y a moriil indiimation aaainst the in-ftctice. 1:

^^>fc^-V--"'-'->7



CLAIMS OF COMBINATIONS TO STABILIZE INDUSTRY 631

We may now pass to consider the claim that the effect of III, xm, 5.

cartel policy in general, and especially the policy of selling at

very low prices abroad, tends to stabilize industry. It may be

fifimitted to have some force in regard to any depressions of

credit, industry and trade that happen to be localized in a

particular country. For then sales at home may be almost im-

jxtssible save at extremely low prices; and an extension of sales

abroa(] will tend to turn the Foreign Exchanges in the favour

of the distressed country ; at the same time that they facilitate

the maintenance of some moderate degree of employment at

home. On such an occasion, however, every one has always been

eager to sell abroad cheaply ; and there has been little need for

organized action in the matter.

But in the last few generations there have been very few

cases, and none of very serious importance, in which a sii'gle

country has been struck by a severe dislocation of credit, industry

and trade ; while the rest of the western world remained almost

undisturbed. Almost every recent wave of high or low com-

mercial activity has spread, not very unevenly, over all countries

in which large scale capitalistic production has pnvailed. When
the Steelworks Union for instance has the greatest need for

disp-jsing of surplus steel, the British market is not likely to

absorb much except at very low prices.

Also the policy of maintaining rather high home prices f.r

steel products when general credit is bad, obstructs the recovery

of credit. For when the deijpest depression has passed, businesses

ef all kinds begin to consider repairs and extensions of plant,

for which opportunity was lacking in the preceding period of

expanding credit and of work at high pressure; and there is, in

consequence, a new demand for steel products : this in its turn

sets retail and other businesses on increased work. The p<iliey

of the Steel Union tends to delay this revival : and thereby it

has probably done more to increase the evils if industrial fluc-

tuations than all its other efforts have done to diminish thLia.

Its constructive efforts have been excellently secondeil by the

therefore, of interest to note that " The Chairman of an impertant Metal A.^m-
ciation stilted" to the Commission on Trust.s (see its lieport, S H) "that lie

would not aiiTec that British firms dumped in the aggregate much more than
forcien lirms."
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III, XIII, 5. close iissociation of Germany's great banks with industry
:
and. i

the policy of selling abroad at much lower prices than at hurui

worked effectively for the stabilization of industry and tmile

she would have suffered less from connnercial flepre.ssions, whti

under the influence of her cartel policy than Britain has (l.m.

(luring the same time. But in fact the opposite seems to lia\t

been the c;use.

The matter has not been fully examined. But we know tlw

Germany has been struck by every recent storm of bad cndi

that has struck other countries ; and that in 11)01 she suftrei

vi-ry much more than others did. Also ve know that iiidustrif^

which are tmder the control of an ambitious cartel, are hvijuiiuli

disturbi'd, even while the sky generally is clear, In- i-uiuours th;i

some of its leading members are threatening t(. desert it. Tb

finnly-based coal cartel has itself been shaken by such niiuniiiN

the Steel Union has seldom been free from them : and an iiiv.-

tigation of the prices of heavy steel products by Dr Vo^rt'lstiu

for the nine years ending in 1903, showed that every one of then

had fluctuated in Germany as much as, or more than, in Kngland'

Thus, while large acknowledgment is due to the ability, witl

which the Steel Union strives to distribute the benefit of Pm

tective duties among the various sections of the Steel industry

all that can with certainty be said in its favour is that it

breadth of view has lessened the evils, which would otherwij

have been caused by the tendency of cartels to press the interest

of particular sections of the nation against those of tl-} natioi

as a whole. In that respect British associations have some

thing to learn from it''.

' Schriften (/<« S„cial-lWHus, No. 106, p. 128. 'Dils statement seems tob

supported by a comparison of Sauerbeck's records of price movements in Britaii

with those shown in Die lievef]un(} tier Waareiipreue in D,'ut«fhliiu,l ron I-lo (

1902. See also above, p. 572 fn. It has already been noted (p. r,?! fn.| toi

the rumourH of a coming syndicate sot up violent expansions of plant in oral

to justify high figures of participation. Some observations on tbi- influenc.

exerted by German and British iiolicies in regard to steel on tli.' NveU-bcmg^

t' e operatives concerned will be found in Appendix O.

^ Thus The Report i\f the Kiioineering Tnuh*. already quoted, says ipp. ',•. It

"Whereas the manufactu.ers are in the habit of .nioting a reduced price for?tf.

for direct export (the margin has been as much as 20». per ton), sueh steel man'

facturers refuse to make any rebate to English engineering manufacturer, eu

when it is prov.;d to their satisfaction that the goods to be niauufuetur.' i froi

thai wltel were, in fact, lur cipoit i>urpo-e-."



iii' !

CLAIMS OF COMBINATION'S TO STABILIZE INDUSTRY 633

On the whole it may be concluded that the restrictive III, xin, 5.

methods of German cartels have no claim for imitation on the

ground that they make for th(.' stability of indu.s:ry. Hut this

does not imply that it is beyond the power of associated action

to work in that direction. For instance, many a ship has earned

net more than its full cost in a single year; while in some other

years its earnings have not covered its exp,'nses : and the

coiiseciuent violent variation in the values of ships and in the

demand for new ships is a chief cause of instability in the steel

industry. ConscMjuently a suggestion h;is been made that ship-

owners, shipbuilders, marine engineers, and all combined shoulci

endeavour to promote shipbuilding on foiling markets. Such
action by an association would be in a high degree construc-

tive'.

Policies which are apiimpriate to a military and partially

autocratic (Jovernment, such as was that of Germany before

th" -.var, are likely to be unsuitable for a democratic Anglo-

Saxon country. A strong democracy has a great respect for

law : and therefore, although its Government is often some-

what inefhcient in business adnunistration, it can rely on full

justice being done by Courts of I^aw in a suit, in which the

interests of both parties to a contest are set out cles'rly by
able and well-instructed advocates. That is likely to be the

case vhen the issue is between the claims of two powerful

private interests. But when a large public interest is at

variance with the interest of the nation as a whole, Counsel
for the nation find generally that their clients are not able to

supply them with information as full, as penetrating, and as

technically thorough, as that which comes ea.sily to the hand of

a private interest whose concerns are in (piestion. In fact a

democratic Government is at a distinct disadvantage in this and

11

' Set' Il'ion on till' xlu'iipuhi ,:,iil shiphuililiiifl ifidiiftrieg [Cd. 9!t02], p. 30.
>fr E, J. Bcnn, Tnide an a Scienci; cli. ix., su^geats a good model constitution
•
f a Trade As.soeiation, and its District Oommittoes with special reference to the

export trade, to scientific reseaicli, *o educating labour in the objects of its

industry, and to educating employers to a proper understanding of the labour
point of view. It should receive recognition, and perhaps financial aid from
IJovernmtnt, subject to certain conditions; one of which ia that it does not
attempt to regulate prices within tlie home market. This scheme ia developed
in his 77/1- trnih: of toriu>>-ro!i-

) m
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III, XIII, 5. Other respticts relatively to a capable autocratic Government,

well served by a congenial bureaucracy. (See below, pp. HXl—h

Bureaucratic methods are alien from the genius of demoeiacy:

and, though the British Goveninn-nt has been compelled by th

emergency of war to make large uses of them, it is to br huptd

that it will return to the wholesome method of takini,' th.

nation into its c<ninsels by full publicity as soon as possibl.'.

It can turn the balance in its favour by organizing thr kiinw-

ledge, that is necessary to enable it to present the casf of th.-

nation on fairly even terms with the case of a private iiittitst:

and, bv making public the knowledge it thus actpiires, it can

bring public opinion along with it. By Commissions ..f irKiuiry,

sitting with open d<jors, and similar means, it can t-nablc th.-

people to appreciate its actions and its motives
:

it can thii>

gain more strength for itself and for the nation than is possili!,'

by intervening in industrial procedure in any other way'.

The Eeport of the Voininittee on Trusts recommends tha:

means be provided for the investigation of businesses or cuui-

binations of businesses, "which have for their purpusi' "i

effect the regulation of the prices or output of coiniii(nlititr

or services, produced or rendered in the United Kingiluiu, vi

imported into the United Kingdom, or the delimitalidii hI

markets in respect thereof, or tlie regidation of transport lati.

and services, in so far as they tend to the creation of uKUinpuli."

or to the restraint of trade." Annual reports by the Hoard .

Trade, which is to have direction of the matter, are tu 1'.

provided " whereby the fullest information as to the activities"

Trade Associations may be made available to the pubh';, am

complaints may be promptly and thoroughly investig.itod, .v

that doubts and suspicions may be di.spi^led, or, on the otht

hand, the true facts ascertained as to evils for which a reined

is reijuired." The Committee express the opinion " that it n

' Sfime peril Hcenis to bp threatened by sut^gcstions such as the followiW

made in the cenerally excellent Iteport im th,' Kii<jlth'i-riwj trndc' (p.
-'Hi i

resai-d to trade combinations:—"No secrecy sliould be allowed. All trade cun

binations should register tbeir terms at some Government Department riicL

;

the Board of Trade...The terms should not become public property: but tk

registration would. ..enable the Board of Trade to take any btei>s that nii-ht 1

necessary in the event of such combinations being harmful to trade or pr

judicial Lo the consumer.'

I i1
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^^^^11

be found necessary ultimately to establish further machinery Ill.xm.s.

for promptly and effectively dealing with such abuses as the

Tribunal of Investigation may discover'."

' Such a Tribuniil is to be Hot up in cases in which a preliminary imiuiry

naile by the Board of Trade gives inudeciuate resultn. It is to have " a person

of leRal (lUftlilieations as permanent chairman, and from two to Kcven other

members selected by him from time to time from a panel appointed for the

purpose by the President of the Board of Trade after considering noiuinutions

made by representative trade orKanizatious, including the Cooperative Movement

and Trade Unions, which Tribunal shall have power, on the application of the

Board of Trade, to make orders for further information on the matters in hand."

This plan seems excellent in many respects, provided the branch of the Board

of Trade which is responsible for the work is as strouK a body as the Federal

Commission. If so, the able men, who give their whole lives to the task will

be in a t;ood position for ascertaining what information should be required : and

then it would be suHioient perhaps to provide for an appeal to an ordinary Court

of Law. For when the case of the nation is presented to such a Court, by

counsel instructed by such a body as the Federal Commission, there seems to

be a gain on the balance in obtaining a judgment on the purely legal aspects of

auy matter of contention, from a Court, which approaches the matter with an
open mind. In so far as the problem is one of business rather than law, a

lawyer, as such, has no special authority.

The Report is brief : but much information is added in important papers by

Mr Percy Ashley ; and by the Secretary, Mr Hilton. Sir John MacdoncU adds

au authoritative and much needed statement as to the law relating to com-

binations.

i !

I'! ,
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CHAPTKIl XIV

THE DECLINE OF EXCLU><IV't-: CLASS ADVANTAGES

IN INDUSTRY

III, xtv, 1. L The upreail qfcducntwn, and trchtiiml rhaiiffcn n-hicl

Umen the strain of pht/Hical irork, are mit'ujatinn mmino,

the disadvantages tinder which the manual labour einmslk

The industriiil sectionalism, with which we have no far kti

concerned, is baseil on varieties of occu])ation : and so rupidl;

do capital and labour—whether mental or mainly nianiiiJ-

migrate from one occupation to another, that time itself bring

some remedy and some retribution for any harsh or unwisi

action on the part of those engaged in a particular oocupatinr

But the case is different with the semi-monopolistic advantage

w hich the upper strata of industry have always iwssessed m
the lower. These advantages have indeed changed tht'ir fum

considerably: for at one time they were in great moasur

incidental to the superior political position of freemen me

serfs and others of lower degree ; while now, in Britain at a

events, there are scarcely any exclusive political privilege

But meanwhile the scopes of industrial technique and busini.>

relations widened so much, that the superior education an

larger outlook of the well-to-do classes became of increasin

importance in all but the simplest forms of business; and o

the whole the division between the "upper" and "lower

classes in industries seemed to grow broader during the secnn

and third quarters of last century.

More recently however an opposite ti-ndency has set u

The movement towards the better education of the people

;

large, which had been gradually growing, received a gre;

impetus from the l-:ducation Act of 1870; and it has proceedt

s(j fast and steadily that liie loore alert of the v,;,iknig o!is<%
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now stand on nearly as hijjh an ink'Ili'Ctual Icvil as do the III, xiv, l.

gn'at majority of" the middle classes.

Mianwhile the hours of manual labour have been shortened,

anii excessive strain on muscles has bci'ii lessened by the

iucreased use of steam power, and its distribution by electricity.

Pfrhaps the {H-'rcentage of artisans who are so tired at the end

iif the ilay's work as to be disinclined to use their minds actively,

is not a tenth as great as it was a century aj;o ; and meanwhile

the abundance and cheapness of periodical and other literature,

iiclapted to their requirements, and even sjiecialiy devoted to

their interests, have increased very fast. In the result some
leaders of the working classes are able to hold their own in

discussions of grave problems of politics, as well as of industry,

with the foremost men of the time'.

The influences of school education may be developed or

impaired by those of the home ; and the full effects ()f improved

schools cannot show themselves till they have been at work for

It lefust two generations. Partly for this reason, occupational

status still goes much by inheritance. A large majority of the

sons of unskilled labourers, of artisans, of men in the upper

j;raiiesof of!ice work, of employers, and of professional men are

in occupations which have about the same social prestige, and
yield similar incop- -s to those of which they heard most in their

childhood-.

This result y be partly due to the fact, that even now an
average middle class family with an income of two or three

i I ; .i

' Working class leaders have an acivantane in tliis matter over many men of
at least equal capacity in other ranks of life, in the fact that tliiy hiive'attaine.l

leaJership mainly by their power of expressing clearly and forcilily their views
on raattors of larce general interest. Moreover they are the selected rejjresenta-
tives of classes much larger numerically than are those of the well-to-do : and
are tlicrefure likely to have at least as large an average of higli natural al.ility.

It appears that they put the cases of their clients before Cornniissious of Inquiry
at lea^t as effectively as do the representatives of employers (I feel justified in
fayint,' that this was the general impression of the menibers of the Koyal Com-
mission oil Labour, IS'.ll -4, who had exceptional opportunities of forming a
judgment).

- No doubt a lad who has true business genius has at least as good opportuni-
ties for developing it in the actual work of production or trade as elsewhere; but
such a lad rises ([uickly to wealth: and he is apt to be regardc<l ultimately as
evidence of social iiieiiualities, whereas in fact his history points the other way
'.fiv shove, pp. 3,3H 3ei).

lI'J^
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HI, XIV, 'J. huntlnd jxnimls Ih likely to sjkikI inorf of it on tlu- diKiiitk-

and aiiioiiitii'suf liJiMind lens on food luul drink and otlui 4inc

8O1U-C0S ',i cnjoynK-nt, than does an average working class tainil;

whose aggregate incomes reich to about the same amount. Tli

minor amenities and convcnii-nces, thus actjuired, serve xs

passport to the consideration ttf an employer who is Hlliiii;

position in his clerical stat^', from which a rise to im|)ort.int diitk

mav come rapidly to anyone who proves himself caiwd)!.'. Mt;i!i

while the universality of education has deprived the lowe>- onlc

of office work of a claim to be held superior to that of the skill.'

artisan ; and yet tradition has caused the word of cominiuid i

the counting house to be expressed in gentler form llimi in tli

works themselves. Though a very small thing in its, It. th

irritation, which has been t^xpressed increasingly during tvm

years by manual operatives against this distinction is u strikii.

sign of the times'.

The preferential advantages, jK)S.sessed by those born nfwvl

to-do pirents in regard to the higher posts of industry, ha\

in eftect something of the nature of monopoly: but thiy iu

not based on any exclusive compact. They are thus in ccmtra

with such trade-union regulations as restrict particular i-h-oi

of work to those, who have acipiired their skill in it uiitiir tl

auspices of the appropriate craft. Some of these exclusive re?

lations appear to be justified by special conditions: but spciikii

generally, they are not on the same footing, as is often iillfgi

with tho.se which prohibit anyone to give medical advice n\ retu

for payment, unless he is duly authorized to do s...- For t

patient cannot, as a rule, form a good opinion ius to the <|uali

of the advice given him ; while the employer, or niium>,'ir "t

' Of course the serfdom of Mediaeval Ennland was a survival of times wi

the ruliui! classes were in effect ollicer.s of a nation iu amis :
and the tcree milib

words of coniiimnd extended into duiiiestic life. So lon^' as •• luanufuctiirei v

really a man who •• works-with-liiH-own-hands," there was no broad line

division between him and those who worked alongside him ; thouuli on w'ta?:

they miKht he suhject to furious physical violence. But maehmery luiiae

ordinary iimnufaeturintr unit so large, that the employer did best (or his outp

by working at it only with his mind : and the separation which thus ar

between him and his "hands'" was imperceptibly increased by the iioisf

machinery. The noise uf battle demands .-holt sliarp words of conimiiuU: I

noise has been a contributory cause to similar methods in the factory i:.-i

while the ijuiet uf the counting house is conducive to ijuiet and easy fpcaii.
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ccM)iK'rativf bu.siru'ss, c-m form a ^'rMxl opinion u.s to the (umlity in, xiv, a.

ot the work doru- tor liiia by an urtisan. Tlurituic the ciLscs tor

jKirtial inoiiopolii-H by triuii' union;, and by th.- na-ilical proti-s.sion

iiri' not on like looting': though it is iriio that trad. -union dis-

cipline works tor good in soniu respects, and that the «hscipline

of the medical profession might be pushed to antisocial extremes.

•2. Ural ami apjnintif tUrnyeuritM o/lnh restn utunny the
maiiiKtl labour rfanmit ; for Mome of irhicli a reiiml// in Hotujht
111 ciilla-tur bargahihiiifor jmrthu/ar tadx.

Trade unions have in some eases systematized a practice which
hasprevailed in many worksho[)s, without any formal. )rgani/.ation:

it is to censure, and in s..me cases penalize, anyone who appears
to them to injure the collective interests of the'workers by doing
more than his share ..f the work : the w.)rk in sight is regarded
as a " work-fund " to be distributed as etpially as mav b.. The
pnictice is of older date than the introduction .)f mechanical
pnx'csses: but it has been inevitably fostered by them.

When hand work was dominant, an artisan could gain <iis-

tinction and reward by work that approached in character to
that .jf an artist. For that lea.son he seldom worked fiist : and
his comrades could not complain that he absorbed more than his
share of the work that was to be had.

But in modern machine work, and especiailv in rcpetiti-.n
work, outi)ut is apt to be judged by (jnantity ; subject to the con-
dition that its accuracy and Hnish be sufficient fbr the purpo.se
111 view

:
and the capable mechanic earns distincti..n and inon.-y

b\ Kiving his machine every pportunity to d.) its utmost. He
IS alert to tend its wants, to keep everything in the right phice;
and thu.s to secure that it is seldom idle, and never niak.vs ba.l
wnrk. He makes the machine diligent: and the reward of its
diliLceiue g.,es partly to the op.'rative, and partlv to th.' empI.iy.T
who has secured his services. But his comrades l.„.k askaiJci-.
Lxcvlknce .,f handicraft do.'s not reduce the stock .,f work t.> b,.
''"tie: but huge <iuantity of ..ulpul may be obno.Ki.,us, because it
"vitfsa rcluction ,.f piece-work price: and becau.se it u.ses up
niwe than they n.gard as one n:an's shaiv ..f th,' work on hand.

-No doubt there are e.xceptional conditions under which slack-
-^^.^ vi uuphn iMcJil in a narrow range ot work may be perceptibly
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111. XIV. ». im-namMl by rxcc-j.tioiml activity on th.' |mrt of |Hirtinilar vsork-r

But th.' notion that \hv condition of the wurking claNms ^'.rirnil

can Ik' improved, if each ^tou|. of thcin icfminH iw much as ii rj,

from usin;,' up the "work-fund" at its .lisi^sal, in th" chi-f i an.

of ihf most liittcrly antiH.K!iai policies into which thi' w.,rkiri

classes have ev.r straye.l. No doiiht the chief immediat.' sn&f

are as a rule particular employers or >,T.)ups of employ. i>; Imi

such stintinjrof production is most conunoii in indiislms ih

make K'»>'l« for general c(.iisumi)tion,or else n»achiiiery (iiulmlii

ships and locomotives) to he used in UKTciisiriK' the supply otMn

goods: an<l therefore in the long run thi- working cImsms, ;^

b(Kiy, are vhemselv.s the chief sufferers froui it. Any scctinii

industry that adopts the practi.'c is likely to low.r c.msi.l,rali

the purchasing power of the wag.'s of other workers'.

The f.\e«ptional degree in which British artisans lent thn

selves during the lat.T part of the century to antis'ci.il pnictii'

in regard to stinting of work generally, and refusing t-. iiianai

more than one semi-automatic machine at a time. stMiwls i,

in strange contrast to the general nobility an<l geiunwity

their character: for that appears not to be surpassed, ,vin

it is e<pi,illed, among the corresi)onding clas.ses of any nth

' MisconcpticnB on tbi« subject arc Ptill prevalent. But Mill w. 11 <.l *rt,

"What couBtitutCN the mtans of payment for commodities is Miiiply c(i

modititB. Kach person'n means of payinw fur the pro.luclions of otlur 1*0

consist of thoBc which he himself poHwasea. All sellerH are inevitaWv, and

the meaning of the word, buyern. Could we t^uddenly iUMv the pro.li.cl

powern of the country, we should double the supply of commodities in .v.

market; but we should, by the same stroke, double the piircliasint.' po^>

Ev.ivbody would brint,' a double demand as well as supply ;
everyl.o.ly would

able 10 buy twice as much, becau.se everyone would have twice as much to 01

in exchanKc." This matter is considered in my PrwciiiUf 0/ Fxowmicf. \1,

§§t>— 10.

It would be wrong to suk'gest that so astute a writer as Mr ( i. H. V. Cole s:

poses that there is any sort of work-fund : or that so public-spirited an t-nthusi

as he has shown himself, would purposely mislead his less okiUtvl follOT.

But it is to be feared that some of them may be encouraged in dtfeiae of m

social practices by his obaervation that "a big hourly or daily output ii:

general shop) does produce unemployment, because it prevents 'the nursmi:

work.' ..The adoption of 'scientific' systems of payment, which give the »or

an indueeinont to 'go all out' irrespective of the volume of work a.Bil.il»e,i

doubtedly tends to increase the amount of temporary un.mplcynitail. smi I

is one of the most serious criticisms that can be levelled against it. * (ll"P

ment of icages, pp. 75—b.)

.••v » .;:' its-. .
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cimntry. The .•xplaniitinti of fh.- paradox Hn-nm to b.- tlii.l III.xiv, 2.

this evil sido of trailr-iiniori jX)licy wax <lfV('lo|M d at a tiiii. w li.-n

Britiiin'fi iimchiiic iniiustriis wcii' mo tar ahiad of ihoM»' of any
iithir (iiiintry that thry had little to f.ar frotii .'xtcrnal comiH-ti-

tmn ;
wliili' in other coiuitrit'N thr iiccfssitv of making' the most of

the reliitiveiy in ;>erfeft appliances, in order to niake way ajjainst

British competition, was so iirj,'enf and so prominent that vested

intmsts in the sectional coiitiol (,f machinery had little chance
of being developed. Hut the fathers have eaten sour grapes and
the children's teeth are set on e<lg(. ; there is now scarcely any
itidiistria! plant in Britain, which has not its e<pial in Americii
or some other country ; and such remnants, as still exist, of un-
nusoriahli' refunds on the jKirt of her artisans to get the most
that is jiossihle ont of her plant, tend to make her jKisilion as a
h'.ulir of industry lower than it otherwise would he : and. Mince

Britain's working classes are the chief consumers of the pro<luctM

of her machine industries, e.ich group of her artisans [a likely to

lose by antisocial ])ractices on the part of other j'roups more
thiin it can gain by its own'.

The latent good in many men wius brought out by the nation's

Kr.at emergency in the recent war: and what sik-ccss (iovern-

iMiiit munition and other works had, seems to have been in large

' Iteftiintc to thiH matter Ims iilr.iidy been made; above, pp. llj,l, l;)6— 7.
Tlif ixlreimsi cHH.i of tliin scttioiial HoilisluiesH whicli lia.s c.me und<i my „„tice
i» that of a «!ass worker 1,1 the Mi.lla.uls, who boaMcd that his h>cal unH.ii hud
iii««tered the wii>.'e problem. No member iiii^ht ai-prentice more than one son
to the industry: no one else might enter at all. Consequiiitlv the Bupply ..f
labour decreased al)8oliitely, and not merely in ieler, iice to the population ; and
wa^es had been forced up to fl a day - a rule mueh more exceptional th'-n than
now. It was .dijected that the indiiHtry must nece-sarilv mij;rate : he an.s.v.ned- -

•Scarcely in my time; the fixed plant eannot be liKhtly a'.iandon.d. ]f it miKrates,
1 «lll folio* 11: twu or three weeks waKes' will cover the exponses of moving.

'

riiin-AHulles- heel" of Britain-s iiuUistries attracts ,is mn. 1. utt. iilioii abivad
n« It does at iiome. For i.i.stance. an American writer, .piotod in Th^ hUmomht

April >(>. 1919, remarks
:

'• In England men are thoroughly svedded to the system
"f restrict.-,! output. In N«w York one man will ,un three gear-eutting machine.s
i"K a.i l-.n;..lisli working man will run only one." During the war ca.ses are
r-^oM.'d of boys, strain it from a Hoard School, put on to a simple o|m„tior,
»tio av..ra|;ed 1 1. l.V. m a normal week, and without strain, earned at the same
price.s at winch men had refused to earn more than t2. 111.,. ; and women earnedt'-llO wh, ,,. nun had loitere.l down to tl-t,!. Those instances are given

L!!','!^'!""".!!
;''"''" ^^ ^'^ ^•'•"''^" ^^'^^'^s^'-y in the KdMuryn Keviac,

'ipr.i. 1.1,
.^ p^ 333^

M. 1. T.

41

I

i J



':\^,:.:^7m^mp^!^( iFyvF^^^^^w?>C'm^^^^tw^fiWm

642 DECLINE OF EXCLUSIVE CLASS ADVANTAGES IN INDISTRY

HI, «v,2. measure due to its power of compelling antisocial practice!

be set aside in work for it; and to the hearty willingness oftl

workers to make sacrifices less exacting than those of their cuii

rades in the trenches. The Government's control of work.in Rjrn

to uumitions and some otiter things, rode on the top of this w-.v

of patriotic unselfishness, with results, which are notable
: thoUi

inferences from them are not directly applicable to onliiuny co

ditions'.

Since the appeal to a strong worker not to work si. hanl

to cast reflections on others who are less abl« ,
or even lessi

dustrious,is a chief cause, so far as the employees are coiicni.

of the vastly inferior per capita output of British industriw

those of America: welcome may be given to a movement iiit;

direction of " collective " piece-work ; under which a job is tat

on contract by a group of workers, not necessari'v of the sai

craft : and often including unskilled workers, and cwn buvs.

it is done (puckly, the psiyment for it will exceed the aj/grcga

of the time-wages of all; and the surplus is then di-idedoi

generally in proportion to the time-wages dii- to each: tl

causes each member of the group to benefit by the eiKTgya:

ability of every otheT The scope of the responsibilitii's nf t

manual v.-orkers is not materially increased so far
:
but a stcoi

step is under discussion, which may have that efiect: am:,

successful, will go a long way towards lowering the luunop.ly

high resp(jnsibility which still generally belongs to the einpk

ing class. It is suggested that, in alliance with organized d

work-ers, a Shop Committee should arrange with the owners

the works that tht-y should be free to take a contract from

customer. This suggestion, though without practical wci-ht

present, is significant of a broad tendmey which manual unik-

are showing to endeavour to bring over brain-'vorkers to th

side: as to which more will be said later on.

.\ little lias hvm said on this matter above, pp. 'J'.j-_)l_.-,; VM-i.
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THE WHITLEY REPORT: JOINT INDf.STRIAL COUNCILS 043

.i. Somefurther fjbnermfions <m the moreinent, voiced by ill, xn.a.

the Whitley Reimt for enlnrffiiuj thr iiijliietwe of emplot/ees
orer those affairn, cotmeHed irith their emptoijmentyiti which
theif are most nearlif eoueerued.

Wl- now return to changes in the conditions of employment.
The world-war brought together men of all social ranks in the
trenches, and thus helped them to know one another. It also

rnforci'd rapid changes in organization within industries and
bttween industrit's: and it incrca.scd the need tor e.xplainin<'- to

;ill the urgency of new developments, and for enlisting their co-

operation in overcoming the difficulties in the way. Thus all wciv
inclined to consider suggestions, such ;is were made in the Whitley
Report, for setting up Joint Works C\)nnnittees, leading up to

Joint Industrial Councils for each district, and then to Joint
Inclustiial Councils for the nation'.

One of the main purposes of the Whitley Report is indeed to
raise the status and develop the self-respect of the workman, by
enabling him to form and express well considered judgments on
all those aspects of the l)usiness in which he is employed, which
-[jecially affect him ; and in a less degree on the general policy
I't the business, in so far as there is no need for keeping them
private. In all the.se matters " frank talk heals"; and, as the
workman's knowledge and tkculty expand, growing self-respect

will give firmness and moderation to his policy.

' See above, pp. .S98—4. The urgency of this inoviimpiit wa.s increased by
thehiinii-a.and sometimes ill-considered action of C.oveinment, wliicli was over-
strained by the immense burden of the task imposed on it : for though the ab!u>l
n:.n in the country i>ut their services at its command, often to their own KieiU
niconvenionce and pecuniary loss, many important secondary tasks had t.) be
entriLsted to people who lacked experience, perseverance, soulid judKment, aud
kn.nvledfje of their own limitations. •Industrial Unrest" was the subject of a
^eins of Commissions of Inquiry which rep<irted shortly afterwards. All of
tuem assigned chief places to nerve-strain caused bv the event.s of the war ; fatigue
mie to ..verloDK hours of work

; to freipient disturbances of arrangements through
cbanKes in tiovcrnment orders, by which the serenity of emjiloyers and employed
«iis .listurbed: to the setting aside of trade union rules : and to the dispropor-
tionately high wages sometimes obtained by unskilled labour, and even by bo^s.
JnrmstHnce, in reference to the West Midlands Ana [Cd. H6(i.-,], pp. 7.8, it is
K'lHTteJ that work was being done at piece rates "tixed in peace time when not
<'iil.v were conditions more leisurely, but orders were received in dozens and
Sio.>os, where nnw they are received in t!io.i«snd=; Hnd t^-;. of thoiisanda"; and

41—^
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644 DECLINE OF EXCLUSIVE CLASS ADVANTAGES IN INDUSTRY

III, XIV, 3. The Report suggests that the Joint Industrial Councils anc

Workmen's Committees, already described, shall include in thtii

aims the better utilization of the knowledge and experience «

the workei-s : settlement of general principles for fixing, piying

.and readjusting wages with a view of securing to the workers

;

share in the increased prosperity of the industry : arraugoniLnt;

for fixing wages, piece-work prices etc. both generally, and ir

regard to particular jobs : technical training and industrial ic

search : the development of inventions made by thv \vl)lke^

with the cooperation of the employers; and legislation afioctirij

the industry'.

That is to say, it is proposed that everyone shall contrilxit.

both as an individual and in association with his comrades, t>

the solution of such business problems as are of most direct in

terest to him and t.^ them. This cooperation may lu' expectei

directly to promote correct understandings, by every individua

and group, of the desires, grievances and capabilities of all: aiu

indirectly to enable the more able and enterprising minds in eaii

several rank to approach gradually towards a full comprehensii.i

of the supreme difficulties and strains involved in the pilotin;

of a progressive business in a progressive branch of industry

The remainder of this chapter will be much occupied with th^

contrast between these two kinds of business work—one i

which is more or less within the grasp of every thoughtful am

responsible person: while the other recjuires somewhat rar

faculties ; and in many cases, a longer special training than i

needed for navigating a ship on the ocean, if not for making

correct diagnosis of a subtle disease.

'•in niaiiv cases the wage reaches six, eight, and ten pounds a week, or fit

more, by workers with no previous experience. At the sunie time the i. ulm.ii..

and the Gaut^e-niakei, both skilled men whose skill is the basis on which!);

machine operates... are leceivinj; considerably less than the jiiece worUr. II)

injury to his self-retpett is as threat as that to his pocket. . .
.TheLeuving Conmci)

System pi events hini from taking up repetition work himself."

' it may probably promote, among other things: -'Suggestions n> torn

proved methods of manufacture, tools, jigs, gauges: new methods of pioduct.Ji

class of labour to be used on new types or reconstructed machines: criiicisiuM

adjustment in existing piecework prices. ..due regard being had to cusloiiietc

cooperation with the uiaiianemeut iu supervision : shop troubles aud grievamt

suspensions and dismissals consequent upon slackness in trade: sl'^P "'*^^

timekeeping, meal hours, cleaning-tune tic: changes... uttw ecu poyn.c:):
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DIVORCE OF SELECTION OF RISKS FROM BEARING THEM 045

4. The control of a great part of hmneM organization III, xiv, 4.

mai/ he diffused: but decisions as to the taking of risks
generally, ami of new departures in partieidar, should re-

main, for the present at feast, in the hands of those who will

bear the burden of the risks.

Judicious, orderly and vigorous uiiin.igcinfnt i)f ruutino will

often suffice to enable a business to prosper in an industry, the
methods of which are for the time practie,i!!y stereotyped.

But such management, while iiseAd in its generation, has con-
tributed very little towards progress: and, if routine had been
universal, a country of the size of Britain would have afforded
^upp()rt for only a few million people, barely supplied with the
necessaries of lift-. Progress has been effected on the scientific

M(le by students and by business men: on the jjractical side
by those business men, who have been alert to invent or adopt
new ideas; to put them into practice, bearing the risks of loss;

to improve on them, and again to improve on them. At each
step these men have weighed many comple.x considerations, one
agninst another

: and finally they have acted boldly and freely,

because that which they risked was their own.
No doubt in many industries the capital, required for

efficient work, has become .so large as to exceed the resources
which are commonly to be found in the hands of a single owner,
or even of a private partnership. And it is true that the
directors of a joint stock company must sometimes take de-
cisions, which are in effect final, as to large risks to be borne by
capital (jf which they them.selves are relatively small holders:
but those directors are nearly always men of wide business
expei'ience; who have been in effect selected and are still in

and accordinf.' to results: matters relating to welfiire : demarcation between
tradei, witli the free sanction of the Trade Unions concerned : advice on work-
^ho)) conditions and other matters affecting' labour." See a paper by an engineer
m r.uh.nir ami Capital after the Mar, edited bv S. .1. Chapman, C.B.E.,
rp. 1">1—2.

At the moment of writinK there apoears to be some differences of opinion as
t" the niations of the Whitley Councils to the ^rtat National Industrial Con-
ference, nlncli is to collect, aige^t. and disseminate information and suKKestions
tbiit make for industrial progress ; and probably to develop some other functions.
It may i.erhaps be more directly representative of crafts, as distinguished from
;-iUJLr;;-.-, :i„ai ii,f Wiiiiiey Councils are.
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III, Mv,J. a measure supervised by sin.ng stock -holders, who th.'nisrlv

hivve been trained in the fierce arena <.f ^reat transactinns'.

Now, though the employees e'' a business may ottcn cm

tribute advice and aid in the genera management of a busin-:

they are seldom in a position to form good judgments as ton,

developments of the business, nor even as to the selection

th(; risks to be taken in its ordinary cor- o. Were it ulluiw,

businesses owned by the workers then .elves would criair

have had a great past: and the general spread of enlightonni.

would have insured for them an ever increiising iMpidity

growth in the future. For so thorough is the organi/atioii

capital supply nr.w, that the past successes of businesses own

by working-men would have enabled such of them as wort-

good repute to obtain from bankers and others large sui)pli.s

capital at low rates. It may therefore be inferred that tht- eh

hindrance to the advance of working-men to the control

business lies in a lack, not of capital, but of the training a

habits of mind needed for dealing with the larger problem,

business policy; and especially deciding on doubtful ventiir--^

regard to technicpie and jtlant, to marketing; and last, but i

least, on the selection of the right men to fill the high.'ni

more responsible posts. In these matters only those workii

men who are of exceptional ability c^xn form faniy g>

judgment: an.l, even if no jealousy intervenes, they arr

great danger of being outvoted. These difficulties an- ^n-.at

in those industries in which technique is changing most nipii!

that is, those on whose enterprise and resource the ;,'tn,

progress of the world and the industrial leadership of a iiat

most closely dei)end^ This observation is consistent with

fact that a great part of the supply of business genius ot

highest order, especially in America, has come from the work

classes: for such genius is in great measure innate; and uii a,

vouth in a factory or counting house has great oppoituintics

.sharpening his wits in relation to realitii's'.

' See above, pp. :m'>— 3-2S.

- The experiences of cooperatic.i and copartnersliip are of iiitoreft in

connection : see below, .\ii|i(iKiix I', 1.

" Seesihove, p. :1.59. The supply has indeed not been in full prn|M.rlio

the liirtTe numbers of the working classes : but this may be Hue pavuy l-
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HRITAIN's need of the best MECHAXU'AL APl'LIAXCES (i-17

5. Britftin rtta obtain hrr inrcHsti r// Kiipplnx offoiul and in, w

mdtcrhil onlij hi/ ('(mthuicd Iffnfersfii/i hi thime ivdiiHtficx,

irhli'h innhr /nrye use of the most i;rj)rn>tiiT inechanicnl,

ai>pll(inces : that is hi thone hidiu<fn'ex vhicli liave the gre/ftest

need of the hold, jiullrioiis, unfettered iindet'tahing of yrair.

rinks under dijiimft (uul erer-ehnigiiiff eoiiditioni*.

No thoughtful pen-on ru^'ards with siVtistUction the oxtivnic

in •iinalitU'S of fortune, which urc conspicuous in the present age ;

and, in great measure, have taken the place of the ineciualities

in military and political power, which have prevailed in earlier

uges. As the herdsman and the gardener are more careful to

jirotect from hurtful disturbance such cattle and plants as are

of excei)tional value, so an enlightened communistic regime

would take care that those, whose thought and work were of

high value to the State, were able ti. give all their strength

under favourable conditions to the discharge of their special

functions. But that ideal (Jolden Age, which almost every

pcii])le has thought to discern in the past, permitted no sump-

tniius I'xpenditure save on public account

—

Prifitiis illis niensis

erat breris ; cumniune magnum.

The imagination, which endowed the individual with heroic

virtue, endowed the State with an eijually heroic wisdom and

activity in the service of all : and imagination, though vain, was

logically consistent; for the State at any time and place is the

chief t'Mianation of the character of mankind then and there.

Of course a despotic State may represent the .'lims of a milit;iry

minority, but we are now cohci'rned with a self-governing

jKopk-. The State, which they evolve, will reHect whati-ver

purity ot aim and nobility of pui-pose are to be found in their

lives, but no more: it is likely to be much li>ss efficient for its

purpiisis than they are for theirs, because its tasks are Tuuch

heavier than theirs. Nevertheless the State is the most

precious of human possessions: and no care can be too great

to be spent on enabling it to do its special work in the best

way; a chief condition to that end is that it siiould not be set

fact tlmt natural faculty is in some de),'rte iiilioritt-d : and tlurefoie a man who
has tlif; ;,'tnius needed for liriUiant business succe^is is more likely to be the sun

of a parent who has made some consideraijle advance himself, than ot one who
Hsr.c.t,

V:uln.
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III, XIV, 6. to work, for which it is not specially (]uiilifie(l, under the om

ditions of time and place.

In the early military ages, the despotic ruler—wh.thir
;

monarch or a dominant section (such as the Roman I'nimlm

which called itself the " Republic ")—could accumulate lapitul

by means of a large command of forced labour of sl;iv(s ,.

. serfs: such labour wius capitalized in the great Roman AiimdMct'

Modern appliances for manufacture, and for transport by Inl-

and sea of imported food, materials and othi'r things, in explinn;;

for manufactured and other products, have enabled neml} th

whole population of every westei'n country to enjoy a cjrcati

amount of comfort than was to be had by any but tlie very no

a few centuries ago. They have so diminished the stniiii «

human muscles that education is now a real force; whoica

without such aid the strain of severe manual labour would Im

left most operatives at the end of the day's work, so tiroi tha

the brain would have been unable to make good use of an

faculties that it had accpiired. But i/et a modern Govern mei

seldom accumulates capital : it is a brave borrower.

In some countries a good deal is accumulated in driblttsh

peasant proprietors and other " small-folk "
: but in the pr

gressive western world the task is for the greater part in tli

hands of the middle and upper classes : and they conseiiucntl

receive nearly all the direct money income derived from i

But that direct net income is small in comparison with tl:

indirect benefits derived from the increased ettieiency that tl:

aid of capital bestows on nuxn's productive work: these Ixneti

belong to the whole nation ; and much the larger part of tlui

in the aggregate goes to the working classi's. More iiiuchii

power goes to the production, and more shipping gms tu tl

carriage, of each pound's worth of a labourer's puiehascs thain

each pound's worth of an artisan's purchases: and several tmi'

as much goes to each pound's worth of his purchases as tmai

of those of the very rich man. And yet, it must he ivp.att

that the artisan, even when earning as good an income as m.ii

of those who are regarded as middle-class brain-work, is, hkI"

saves as much as th"}' do'.

custom and inlicrited ciuiilities. Hut ii miimr cuuho iii;iy hv fuuii'l i" i-'*' I'
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It is to be remombt'ivd that tlu' income derived from capital III. xiv, 3.

(lid not increase as fast as the savii\i,'s from which it "vas derived,

until the time came for the State to borrow a great part of it

at a high rate for the piirjKises of the world-war: and that, if

the private capital at the dis]iosal of Britain and America had

not been available, Oerman troops would have treated Britain

us they did treat Belgium. Moreover, it .sfcms probable that,

if the motives and opportunities for the accumulation of private

ciipitiii in Britain were considerably reduced, while average

human nature and contbict remained much as it is now, her

total supply of the material appliances neetled for high gradt?

iiiaiuitacture and trade would be so much reduced by wear and

ttar.obsoleseence, and exportation, that ere long her people woidd

bw'ome relativelypoor. In fact it might soon become so small, that

an even distribution of the whole incnnie of the country among

all her inhabitants woidd bring down the incomes of all below

that of the artisans and otht^r well-paid manual workers now.

Even as things are, such a division would give more meagre

results than is generally supposed'.

that the widow of a working miin and his dui;<httT can earn their livinKa and
accejit aid in ways, for which dertUct members of the middle classes have not

Ictn prepared by previous experience.

' Professor Bowley's The dir/.<i«n nf tin- piodiict of hiduxtiy. 1911), shows the

total income of Britain, derived from liome sources, to lia'.e been in 1913—14

im.'J.oOO or i;ra.2,100 : vvhieli " « uuld not have yielded more than t230 per family

of live; or £170 net aftrr uU rates and taxes were paid, and an adequate sum
invested in home industries. The income broujjht home from abroad amounted
to aboat tm.90, or £10 a family. The average family is not however live as is

treiiuently assumed, liut alioiit 4i persons Tlie average net income of a family...

woull have been tLJ:) from home-product, or £1(12 if income from abroad is iu-

clurtf'ii.
. There are on an averai,'e nearly two earners to a family."

Su^},'t'stions in this direction had been occasioned by anxieties, less than those

of tin- present troubled tune. Thus in my I'rinfipli;^ oj l-U-oiiomic.-i (first edition,

IS'.iO. pp. 47—S) it is observed that since the repeal of the Corn-laws " the average

mciiiiy incDMie of tlie people has more than doubled; whiie the price of almost

aji iiii])ortaut commodities, except animal food and houserooni, has fallen by one
Iwlf or even further. It is true tluU even now, if wealth were distributed equally,

the total production of the country would only sufhce to provide necessaries and
iiic nmri' urgent comforts for the ''"ople. ...The average income per head in the
Liiitid Kingdom, which was about tlo in 1820, is al)out tHIJ now ; i.e. it has
I'.ii 11 from about £75 to i;lG.'» per family of five. There are not a few artisans'

families the total earnings of which exceed £105, so tliat they would lose by an
niual liistrilintion of wealth: but even they have not more than is required to

i^uiiport ii li.'altiiy and many-sided iiie." In tiie tiiiid edition. 1S9.'), this estimate

!ii-;;-i! i
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III, XIV, .j. If Britain is to holrl her ])livc<' in thi- world, her jjiowm

pojmliitioii, fviT nioro dciK-ndcnt on I'Xttnnal siipplii-s ot (.k,

and niaU'iials, must be providi'cl with cnlarj^ed and itnimne

mechanical ap|iliance.s for pro<hiction: and tlicn-fore cvi-r ^tcu.

net annual additions to her accumulated capital must 1m' um\

in onler that her total real income (or National Dividiinl) nut

bt! as large relatively to her population as was that of an artisan

family before the war- unless a new spirit, in harmony wit

the patriotic emotions of the war, should ri<l her of h< r Achilli

heel'. If everyone will fjet as much work as possible out nf hi

plant while in charge of it; and, in those industries in whic

the plant is very expensive, will agree to work in shifts, wi a

to keep the plant at work for twice as long as the nuriiif

working day, then wages will be raised automatically far iilwn

their present level : and yet there will be an increase in th

inducements so to develop plant as to greatly incriiusi' th

National Dividend. Then all workers may receive as goiwj [b

as the artisan does now: ami the artisjin, together with thos

office workers who are on about eijual level with him in th

faculties recjuired for their work, may speedily rise nine

above it-.

Thus the future may be madi' brighter than the jiast b

greater community of thought, action and symimthy: bv

fuller recognition of the dignity of man, and conlial (oojimitiu

iif £3;! per heiid was raised to £40: and in tlic seventli edition, p. 71:'., tlu? :;uf

is hazarded (on much shk'hter foundations tlum tlioae of Prof. linwUv's stiii;

lliat tlie income of tlie 49,000,000 inhabitants of Ikitain niiiv lie taliiii i

£2000,000,000 or i;40ahead; wliicli was less tlmn tluit of uwny aiti-iui fimil..

even before the war, v.heu tlie imrcliasini; power of money wus still liisH-

' See above, p. 641 n.

^ The economy to ije obtained by compelling a «int;le outlit of untiiri

mechanical plant to work twice the niini'.ier of hours which can reasuuubh i

required of human lieings, who a:e easily tired, and wh.ose life ncinlf. t^ i

developed outside of their work as w,-ll as m ii, is urKcd by liOrd Levi.rhulmci

Thi' Si.i'-hoiir diiij. He insists, as many others have done, on the wasti fiiim?-

1

the lintish method of k. epuiji the supply of pl.int and horse-power pi r thonsiin

operatives somewhat bilow the American standard. It is su^-Ktsted in lu

Pri}ir.i})hn (pp. 005—6 n.) that two sets niiwht work alUrnately. Witii a se^p^

hour day one might work from 6 a.m. to 'J a.m. and from 12.:i0 to 4.1)0 p.m.: li:

other from 9.1-5 a.m. to l'2.15p.in.; and from 1.4.5 p.m. to s. 4,5 p.m.: tlievmirf

chHnt;'' pUvi's at the end of eneh week or mouth. With a six-hour dav iJO oil

need work more than three hours continuously.
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Hinong all the various nvnka of in<liistrv, find by a coiitituud iji'- III, xiv, r,.

vt'loprni-nt of the fundamental principles of the Whitliv Kcporf.

When man has be«'n raised to a level far hi^'her than he has yet

attained, he will have raised the State also to fiir hij^her pos-

sibilities than it has yet rt .'d : and then industry is likely

til be recast on some plan not yet in sight. Fur human nature

has developed new possibilities in almost every j^euerutioii

iiiider (juiet and onierly conditions; and it has pro^rivssed

vcrj- fast in this country during the l:ist fifty years.

One indication of this progress is th(> increa^^ing soliditv and

breadth of socialistic schemes: for instance "labour" is no lunger

reganled as exclusively manual; and the CJuilds now suggested

arc to make use of the best scientific, tcchnieal and administra-

tive ability that they can attnict. l'>'it it seems that these new

schemes, like those- of earlier times, look only at the surface

difficidties of business; and do not attempt with patient care to

track out the effects of effects, and the cau.scs uf causes. In

particular they appear to regard economic progress as a thing

that goes almost of itself: they take little thought for its

(klKndeiice on deep insight, on far-seeing fure-sight, uu sound

judgment in selecting new devt-lopments of techniipu- and

organization, and on the courage of leaders of in<lustry in taking

selected risks on their own shoulders. Even the most advanced

schemes for National Guilds seem to ignore the fact that the

State has been a borrower rather than an accumulator of capital;

and to take little or no account of the superhuman ability

re(|uire(l on the part of those [H^rsons in whom the chief functions

of "the State" are to be concentrated, when called on by a

Guild to advance mure capital in order to replace some that has

been lost in an ill-fated venture, or to enable some new venture

to be put through. No doubt the State, lik- man himself, is to

Ix' bom anew in the new age; but no definite provision is made
tor this re-birth; and meanwhile the intimate dependence <d'

progress un the right taking of lisks, seems to be ignurecl'.

''H'4

tint siifh sichenies inivy point >'•.._• way to solid pr(it;i-e-,s in a later ago, wlini
Bomc ovirsit;lits have been correclccl by experience. And bold imai.'inatiiin-;.

thoii^Tii uiibiilaiu'id and daTigerous as guides, often contain ii solid ki^rml, fr.'iii

wLicb are fvolvod in a later asfc important resnit-. far removed frnm tb.e aims
witb winch they were originally associated. So a short account is given in
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III. xu, ti. 0. Some general eonrhmtnui. S('rtimml,nnfioiiii/,tniilk.

teni'itional intereHfi*. A nglo-Saxoun ha re ginerallij iDrhnml

the more antlHoclal /oi-mn hofh o/ romjtetitinii autl nmliiim

tioii. Collfctire control of indiixtrff n'oiifti he nii/nntinnlih

to the bent Helerfinn o/ men for Itit moMt reitponMHtle intrk.

Ill this I5(H)k ami in Book 11 wo liiivc Itcfti ofcii|iiii| ilii.Hv

\\\\\\ tin- rt'latioiis of .scctiniial to nafiinial iiitrrcsts. Hut it «i||

be wt'll to ifvtTt tor a while to the jioiiit of view of iJonk l.ln.in

wliicli national progrt'ss was sofn as in great nitMstife (ir|i( niln!

on world ]ito'rri'ss ; and to consider tlio partial iiken">-., .vlijoh

the relation of national to cosmopolitan interests hears u, ika

between sectional and national inti'icsls.

Many section.al interests within a country are eom-. utrai,,!

in particular places, in consiMjuence part ly of unequal diMritiiitiHii

of mineral and othiT natural resources, partly of more up liv

accidental localization of special industrial aptitudes. Hut >\m-h\\

local interests are t;enerally recoj(nized as detinitely suhonlin.ir..

on moral and on political grounds, to those represeiiled hv th''

central (jtovernment : while devotion to national intere-^ts, totb

almost counilete exclusion of those of the rest of the wiirM, is

implicit in mtich ordinary conversation, and is proudly a^scnni

even by some thoughtful people.

The recent growth of a strong sentiment in favour "I a

League of Nations, may ultimately have some power to tiisttr

cosinoiMilitan interests. It is at\ evidence of undei-.'urniit> "!

thought and feeling, which were felt at the Univei>itir> :iiiil

elsewhere half a century ago, and are now becoming proiniiunt.

Science is already almost completely international: iu;uly ivt-rv

changi' of political thought and seiitimi'nt in any one wr^ttTii

country soon spreads somi' waves over others; and the siiiii

is true of progress in industrial technitpie. Ca|iital is iilr>

in great measure international ; facilities tor tra\cl ami ih'

transmission of news by wire and by air ,'ire enabling thu ii'»

education of the masses of all western peoples to litciiiiii :ii-

creasiiigly international. Recent discussions, arising nut ni tht

emergencies of the great war, have ipieiiched many Jealnibir-,

i:-.p»:;i.ll!i- I'

the preKi'iit meehunisni of imhistry Hiul trade.
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and hiiv«' ffft'ctcd triiTKlIy coiiipromisfs in regard to conHieting m, „t, o.

inUri'stx; but yet tfu- tirnt- mi-iiiM tiir urt' at which riich cnmitrv

will (l.'lilx'nitt'ly iibsUin from any action, which would bring
Umrit to her, on the ground that it would cauHc somewhat
j^natcr ditrinicut to othtrM. If that end is .n.t reached, the

way i<> it may jH-'rhajts be led by the increasingly indepen 'enl,

lint also increasingly cordial, relations between Britain ami her
l)f[H>ndencies. In all international trad.' policies, her great
Ddiiiitiions are able to take full care of ihrir own interests: but

her Crown C'olonies and India are not in e(|ually stiong positions
;

and therefore Britain is morally bound to attach to each of

their interests at least as gieat a weight as if it were her
own'.

In Books II and III we have been increasingly occupied with
thtiil)j.ervations that the term "competition " has manvditiereiit

iiiti iprctations in common usage ; that the same is true of the
term "combination"; and that coiise(piently indiscriminate

piuise or blame of either is futile. Varieties of competition seem
h> tall iti the main under one of the following three he ds:

((/) friendly emulation, implying cooperation in case of an d,

.i.s when two friends rival one anothei in the ascent of adit. ,ilt

liiiiiintain: (b) ordinary business competition, in which each of

.-tvcnil neighbourly producers or tradi^rs endeavours to get ahead
of the others; but neither makes, nor tolerates the making by
others, hai-sh judgment of their actions: (c) competition with
ilesiniclive aims, in which each woidd go to some troid)le and
exiHn,s<' in onler so to hurt others, as to clear the field for his

own advance. The largest and the m(«t savage deveIoi)inents of

destructive competition on record have been incidents in cam-
paiijns for cni.shing inconvenient competitors by a Juggeniaiit
ear of ((Uiibiiiation striving for monopoly. And it is uotcworthv

ill iMrikiiliir no pita slioulil be t-Dteitaiiiei] for Protective tuxes on imports
iiil" r.iUiiin ci.mpelitive with Honie of lier own iinliistru-;. however Htroiiu- the
"itioiiiil nee I for lievelopin^' them miiy hi- unless « similur luiiieil'le is ai'plied
toKiltrtwi Iniliau niiinufactures, who.se youtlitui strength is insulhcient for com-
tftitiiiii nil ne:irly even terms with livi.l imports from Biitain ami other western
cuuiuiits. These considerations are developed a litlh' further in pp. '.'•;—

'J of a
Mi'iiiorandum by the presi-nt writer on th.e Ftf.-.-::! !'::!:!• -.:!' /.•;.'<.;;..•.'/.•;;.•.•.•.' 7'r.:;.'.

Iiriuted by order of tlie House of Commons, C. 3-21 of ly0.s.
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III. XIV, tJ. llmt H.)iii.' Vfh.-mcdt Mtiiitf^fic tli'num-iiitioiiM of ci)iii|Htiti,,ii

cs-m-iitiiilly iiiali^'ii iiiiil nuiPitruiiM, havf been iitt«'ri-<l hv ,i<li(Kat.

..» ciiiibiiuvtioii \\>r the puriM>«<> t.t riiii-ing jirirfH to arliKci.illy lug

a not to inoiio|)olifttic Uwels.

A^fiiin, thi' t»Tm coriibiimtion " hiw thrt'c similur ((ininit,

tioiiM. It isot'ti'tiii|»|)li"'<l tocoiistriu'tivt! aa'«K;i:iti<)n'. Soin'tiin,

il ri't'iTH to joint uetion for th'> rcKulatioti of prices ; iim for iristam

l)V i-iitflx or trade unions, which kfop the <loor ojxn to all kui

ahir applicants for admission, hut ncvi-rthcUsN »vt th( iii-«hr,

push uptht'prict'Hofwhattlifyliavi'tos«'il: Horiu'titms it mi^;"-

(hlilHTatf iltMtnictivf cotniM-tition bya group of busincsMsauini

at monopoly. So long as the term "suitable" in the scci.ikI

these coiniotatioiis is interpreted with reference to the uiU't>y

of the cuniinunity in obtaining gotnl service, and witliinit m

(i-sign to stint supply in the interests <if a section, it (I.rm,

oHend ag.iinst th.- tundainental ethico-lK)litical rule that h.t

one should have free access to the highest orders of w.iik

which he is capable—c<ir/-((^r«« oiiverten atu: tilents.

In this matter marufacturei-s and other employers an' iii"

dire(;tly— though not more deeply—interested than tlie ii.iti'

generally: and tney seem to tiiil in their duty to theTusrlvesai

to the nation, when they unconsciously countenance evil ilcv^ln

ments of tracie-union pdicy, by setting up associ.it ioii>- n| tl

cond)ative onler of Cennan cartels. An urgent oblig.itioii h

on the State to search out and correct such malign pradircl

methiHls of the same thorough and uncompromising chanirt

as those of the American Federal Commission : for by suih \m\

onlv is it possible to iillow imfettered liberty of a.ssnciatiim t

constructive puriMi.ses, while curbing antisocial devirts.

There is indeed but one moral rule ami there shoiiM \>'-h

one aim of authoritative control, for the operations of tradr. I

the attitud*' of I'liiployers towards employees, and for theatiiiU'

ii'i''

)f cmplovees to their work. Kverysortyfas.soci.it ion that ri

life bv 'riving to the individual broader, and therefore pivsuniati

higher, interests than hose which ilin ctly concern his uwii we

being, is to be cherished : but any tendency to curtail iiiiii-in

activities unduly (/.p. before they have reached the point .it whn

' Sucli ft8 tliat dtseribi'd above, pp. 603— li'li.
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fiifii,'!!!' hccoiiH'M II M-riiHis fvil) III niil r tn iil(t,niii an artificial III, xiv, tt.

iiiUaiitajji' ill har^ainiiiij, in to Im- cniKlciM'Td aw untiwicial.

Thf prfiliiiiiiiiunrc nfCniixtruftiv nvir <l<stnicf i\c ti>iin,>* hulh

(it coiiiiK'titiiiii anil <>( I'miiliinHtiuii in cvfii iiikit iiii|>()rtatit tn

Hiitiiiii lliaii tu otlicr {miiitrit?* : for hi r r<'H|xiiiMil)ilitifN in tlif

WDilil iiri' tar givaliT iclati\» •ly to hvv natural li'Miiiirt'fs than iin

so IIIIUMIthow of" any other laiiil. Hi'i'aiix*' shf hax ai-hii'Vi'il

ffliitivi'ly to hi'r iTsniirfis, shi' is Ixmnil to l'o>.ti'r her ai'iniiri'il

Niiiri'i's of strfiiLftli with rxrc|itioiial vii^ihuin' anil iiH'ri;v.

Sh<' rii't'ds toohtHin vast i|irintitU'H of food anil inati'iial fioni

((iiintrifs, that have n-Iativcly larg*' natural wialth, liy fxp.rtim;

til thrill coiiiiiiixlitii's iiiailr hysiich i-xccllfiit, aiipliam-cs that lii'r

wmkiiiij classes will he alile to obtain the larger necessaries and

coiiiliiitH of life—even after allowance for expenses of transiMirt—
If Iler III-at the cost of no j^reat amount of labour of her own.

(Iiistries follow America's lead in largeness of supply of plant to

.;ich worker: and if the short-sighted selfishness which has

ik\<|iiix'il the e' '
-•

' tice of stinting output (whether by trade

unions o by emp _,ers' associntions on the cartel model) Ix-

aliatiilniied, then she may prosper: but she may rapidly fall from

liiT high piaee, if she becomes slack in aiiv respect.

A cliaiiicteiistic of the last few decades has been tl le incrc asing

iithnity liftween industrial evolution, and pi ogress towanlsgoverii-

iiitiit of the people by the people : and therefore it is worth while

ti» ittlect that the special ipialities, which niiule Kiiglaiid an
industrial leader, were shown in her jwlitical evolution during
iiiiuiy centuries, in which her industries lagged behind those of

other lands'. They had indeed deeper roots and ac(|iiired much
liuvir scope, than those that were needed by the earlier forms

iiniily iiidiihtrial orgaiii/ation ; and their first great .clllevi'

luiiit was to enable her gradually to develoj) true {Hipular self-

.Uovcrmiieiit on a large .scale. A bold guess may be hazarde.l

that a thou hisaiiil yeais hence, when ail ecoiiomic iiistituti oils,

' bie ahovi', pp. :i.', -^::9, iiud IT'.I: uls i below, pp. tisi ^7ii2.

A inlmte should ulso be jiaid to suinnvliat Himilai- ii'lioniil clianu'U-ii.-^tics

wlaoli Imve [irfservM] the in(ie|ion<U'iicc of Switzerland; tlioii^'li tlie i.'co(,'iMpliical

conditionH, wliit-h liuve helped her to nmiutain it, Imvc al.-o conliued its iiitluenee

"iliiiii imiiow (lOiiiKis.
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III, Mv, 6. and nearly all economic rights have been renioiildod scviri

times, a chief outstjxuding fact in the history of the past wil

be the spread of the Anglo-Saxon language over a great pan n

the world, regarded as the result of the early faculty of tin

Anglo-Saxon temperament for ordered freedom.

Self-restraint in the statement of claims, and resolute jx.)'

sistence in those which have been finally approved, have gcnerall;

enab'ed Anglo-Saxon peoples to move forwards steadily : ntrn

gressions have occurred, but they have been rare. And, as ai

indirect, but jx;rhaps necessary, consequence of this chaiactci

both competition and combination in Anglo-Saxon countrii-

generally have been more inclined to construction than tu dr

struction : emulation has often given an incitement to cxt itioii

stronger than that which was derived from the desire tiir gain

and remorseless usi's of combined strength have been nlativtl;

rare. It is indeed true that some violent ebullitions of tnnip-

tition, chiefly in pursuit of monopolistic combination, havi

occurred in America : but they do not appear to havr lieei

numerous relatively to the rapidity of growth and change ii

her industrial structure, to which no near approach has beti

seen elsewhere. America has attracted the most eager and r\

citable strains of the Anglo-Saxon, the Celtic, and Slavonic races

and yet Anglo-Saxon moderation and stability have eiiablcii omi

petitive and monopolistic ai)uses to be kept within rclativi!;

na^-ruw limits,with but little direct intervention of authority. Tii'

chief weapon of the Bureau of Corporations has been publicity

It is difficult to draw a clear line of division between tin

subjects proper to this chapter and -ume others that are niirdi

cognate to it. As a compromit.e there are included in Appi ii

dix P some observations on possibilities of the future, wliici

may bi' attained by gradual ev(/lution of the higher faculties o

man, in such wise as not to involve any destruction of pfrs'iia

inrtividi'alit'- ; and on tiie constructi\i work of a (Jiiniuiatu

(Jovernment (tn behalf of the future.



APPENDIX A'

A NOTE ON METHOD IN ECONOMIC STUDY

1. ry. profjrem of scioire, while inn-easing the stock of ait. a, i.

kmwkilfje, increases also the area of consciom itfuoranee.
Relations between economic analysis and ethical a»pira-
tions.

Absnlutf crrtainty is possible only in regard to (I) j^r-
ticular individual facts; and (2) di^ductions by strict reasoning
fniia axiomatic j)reniisses, such as those of pure mathematics.
Even sciences, which deal with concrete ficts and conditions as
ilttiiiite and immutable as those of physics appear to be, cannot
claim certainty over the whole of their area. In biological
sciences the area over which certainty extends is relatively
very small

:
and in the social sciences it is less than in those

which (leal with the lower forms of life.

Even the physical sciences made but little progress in their
youth; partly because they had no adeipiate apprehension of
the vastness of the area, which lay beyond their knowledge,
lint by patience and perseverance each generation of workers
has corrected, and brought certainty into, doctrines which had
|invi„usly be.-n faulty and uncertain; and at the sam.' time it
ha,s opened out new ground in which uncertainties abound
and certainties are rare: the certainties of physics increase
m iimnber, but its uncertainties increase much faster.

I he exi)erience of economics during the six or seven
generations, iti which it has been stu.lied seriously, has been
similar. iho„gh cast in a .smaller mould. A,l,un Sniitli cleare-l

"P laaiiy obscurities and uncertainties: but the area of his

' Set- above, v. 7.

M. I. r.
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Ai'i-. A, 1. conscious uncortiiinty was far greater than that of liis
p

decessors. Ricardo's bias was towards making his grmi

certain, so far as he went, i ther than towards broadening

outlook ; and his vigorous narrow certainties had such sw

that men rested on them, with the result that little tr

constructive work was done for a long while; though in crni

quence of that wry stagnation, the science appi-ared to iiuTr

in certainty. But the combined constructive efforts of stude

in the chief countries of the western world have madi' tin a

of economic certainties perhaps fully twice as large as it \

in, say, 1860 : and at the same time they have increased in.'

larger proportions the area of conscious economic uiictitaiiit

Those matters as to which there is no longer unciTtaiuty

but little discussed; while conflicts of opinion arc promin

over tl widening area of uncertainties. The tpiiet agreiiiic

do not attract the attention of hasty critics; the tuniiuil nt

conflict does.

A chief cause of the great recent extension of the aiw

uncertainty in economic discussions is to be found in t

glowing volume of responsible doubt as to the general siitiicii:

of the existing social order for the requirements of inan's nati

to which reference has already been made. In an age of vinle

prudent menstrivt' rather to strengthen those elements of sm

order which are already the strt)ngest, than to iniiiiiiv ulut

it might not be possible, in more fortunate times, tn inipr

them away, and substitute better elements in their place.

rigid outlines of the doctrines of Ricardo and the earlier ^

were partly caused by the temporary return of Emope, betw

1790 and l«-20, to a reign of violence : and John Stuart Mill

'

ao much under their inHuence when young, that he laid ik

canons as to the province of the economist, which seeiiaii

exelu.le the use of all ficidties except the intellectual. 1

these rigid limits were unsuitable to *he latent warmth <>i

nature: and, as he indicated on the title page of iiis Pni'i-ii

of Political Kconunui, he softene<l the hard outliius efeceiw:

science by an adiiiixtiu-e of "social philosophy." This luovnii

was carried furthir,at first chieHy under (iermaii iuHiuncv: ;

it has now gone so far, in England and Anierini uul ot

countries, liiar it may be regarded a.> cosniupoiii.;.; ;
^'^ '-"
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LIMITATION'S OF KNOWLL GE. ECONOMICS AXD ETHICS Goft

stn.Iitv« of a general character are now largely mingled with app. a, i.

others that are more strictly scientific'.

To the scientific group belong retrospective statements in
the indicative inood, as to thr causes which have been (certainly
.ir probably) operative in bringing about past events; anil
prospective statements, also in the indicative mood, as to the
ivsults which may be expected (certainly or probably) to follow
from the action of specified causes. All opinieu is liable to be
tainted by unconscious bias; but that taint can be kept low in
mutters in which every .serious student can e(iuip himself with
the knowledge and the implements for investigation and
ivasoning that have been accumulated by the "progivssive
laboiirsof many generations of strong workers in the same field.
And, though confu.sion may tor a time be caused by the intrusion
of pirtistm or interested disputants, yet patient 'study prevails
profrressively in all i.ssues that are within its grasp.

On the other hand, expressions of sentiment or desire in the
optative mood, as to th.' relative- claims of ditferent social aims.
must neces.sarily rest iu the main on the personal authority
of individuals. For instance the social benefits, which would
ivsuit from an increase in the supply of material comforts and
luxuries, are of a different order from those which would result
from improved health, increased i.-istn-e, better musical oppor-
tuniti.s and so on

:
and when a differenci' of opinion aiises as

to the i)reference which people ought to show for any of these,
the issue cannot be decided by scientific method.

Again, it may be suggested that, though the rigid rights of
private property, which prevail under the [)resent social order,
Miay justly claim to have done a great and necessary work; yet
human nature has now so far developed, that social ben..fit would
ivsult from some softening of these rights in such ways as would
promote the more equal distribution of wealth. 'Xow such

^
projwsal offers scope for turning to account the stores of

knowledge and .scientific apparatus, that have been accumulatefl
I'v economic science; an.l therefere there is a certain obvious

'Mill's tonu "!,hiIos(,pLy" i.s perhaps not wholly app.upn,ue. A better term
1 P«^. u he •pohcv" (not current " p,.litic. "

); which corresponds to the full^'"ot 't'e-n.atc;erm8n.\ssoeiation,coinmonlv known as the ,W/„7.r,.,.i„
- - "Miui uie oincml title is yeninfilr S„ci,ii-Politil(.

42— -2
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App. A, 2. convenience and appropriateness in its being discussed from t

special point of view of the economist. But sotne (if t

questions involved in it, and especially those which relate

the development of human nature, have not yet been broiig

within the scope of scientific treatment, at all events l)y t

methods of economies'.

To conclude:—economic studies are not to be limitnl

matters, which are amenable to strictly scientific treatiiic:

But those conclusions, whether in detail or in gcMcril, whi

.vre based on individual jiidgments as to the relative de^inibili

of different social aims, or as to matters of fact wiiich lie biyn

the scope of any individual's special studies, should be chai

distinguished fnmi those which claim to have been re.ichci!

scientific method.

2. SimUtirity amid (/uri-fiifjf of the inethnh of ph/n

and social sciences. The tued for clmticitij ' the mr*

economic terms.

A few words may be added as to the guidance whirh t

experiences of the physical sciences suggest to their yoiui^

sisters, the social sciences.

The path to be followed was pioneered by the sciences

mechanics and astronomy and by other studies of inorgiii

matter; because they meet less obstacles to e.\aet observuti

and rea.soning than are encountered in a study of orpn

development. They discovered at a comparatively early st;i

that complo.K problems must be broken up into eleuiem^i

parts; for there is indeed but little chance of finding a cli

of complex problems which resemble one another so closely tli

All ilhisti-iitioii will lerhiqis wake more cltur the way in which eiiu't i

limited kuowh-lKC may I* coml.iiieii with broader estiiiiiitert tluit u-:

iincert.uii f.uiii.hilious. X navi^atur who has for .some time he. ii uiiaiK'

take good ehservatioiis, and is in waters where the currents are uiicntain. m

he content wiUi |irobahility : he can do no more than make sure tiia:

e.meliision as to the distance and direction which his ship has tr.iveiltJ :"

his his: ;;o.>d ohservation contains no error that is not inherent in his l-'J"^

n .veiiients of the ciurtnts, or in the figures shown h his lo;;
;
hut he luiji

le.-t content with le.-s. The function of economic analysis is to render ii sen

within its sphe.. similar to, though less thoro.it^h than, that whieli the sciu

;-.f •.;:!.vi"at ion renders witliin its Kplieie : tlie vahie of such service? is -t'''

very much diminished by a little uncertainty as to some of the data.
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the same sort of systematic reasoning can be applied to all

of them, and thus each be made to throw light on the others.

But the opposite is true of the elementJiry parts into which
complex problems can be br Ken up. Each such jwrt of any
one of them is likely tn belo ig to the same cla.ss as a number
of elementary i)arts of other (omplcx problems; and by
.systematic study, general rules can often be discovered whicli

apply, more or less nearly in the same way, to each member of

the class. Similaritir-^ and dissimilarities between different

iiRMubers are fruitful m suggestions. Gradually a general rule

.ilipropriate to them is developed ; and the rule becomes more
(.ifinite anil also more elastic, as the fundamental laws of Nature
which underlie it are more distinctly apprehended. Meanwhile
provisional conclusions in regard to various elementary parts of

complex problems are brought together, and worked up into

broader partial truths: and thus by the cumulative work of

successive generations, intellectual machinery is built up which
ran work its way through even very refractory material. The
most prominent change in method which has resulted from this

cxi)orience is an increa.se in the stress which is set upon the

m\dy of tendencies : as distinguished from the compari.son of the

.•same or similar events under very different conditions or at

>vi(lfly different stages in their evolution.

It was not till the seventeenth century that the physical

sciences appreciated the full importance of the fact that when
several causes act together and mutually affect one another,

then each cause produces two classes of effects; those which
are direct, and those which residt ii)dircctly from the influences

exerted by it on other causes: for indeed these direct and indirect

effects are apt to become .so intricately interwoven that thev can
bvih. means be disentangled. So far the results were negative:

they seemed to indicate that the ta.sk of following out and
niidcrstanding the condiined action of several causes, which
an- in various degrees mutiuxlly iiiterd<'pend(!nt, is beyond
the power of human faculty, liut a way out of the ditiiculty

^vas toimd, chiefly under tiie guidance of Leibnitz and Newton.
.\n epoch-making {)roce.ss of reasoning showed that, though the
iii'linct effects might grow cunudatively, and ere loim become
o'lisKierable, yet ;it first thev wouM be very small indeed

\PP. A, 2.

jl

< <l
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{ i

I. i,

n-'i

2. relatively t<> the direct otVects. Hence it was conclmleil tha

study of the tendency to chani,"', rcstdtin^ from eacli n\,

distmbing cause, might be made the starting point for ii hp

study of the influ'.'nces of several causes acting togeth(M'. T

principle is the foundation of the victory of analytical nicth.

in many fields of science. Its l)(>st known triumjjh is that of

;

Nautical Almanack which takes acceunt of the distinbi

influences exerted by any two planets on one another dintt

and also in<lirectly as the result of their disturbances of ni!

planjts'.

Social sciences have profited s!.)wly at first, but with v-

increasing rapidity, from such experiences df their elder si^t^

the physical sciences. Facts are closely studied in Wvli sdici

groups : tendencies which are observed ius provisionally siij,W(st

by each of several similar groups, are fii-st subjected to oriti

analysis, and then set up as provisionally established. Hut {h

remain ever on their trial. New experiences, ajjpanuily inc.

sistent with the old, may threaten their credit: but if a cln

study shows that differences in conditions account fm- t

differences in obsei'ved results, the credit is improved. Ei

such well established tendency is a real asset of knowiiiit

but it is .seldom of much practical service, till its niaiimr

working in combination with other tendencie-s has brrii studii

The task is long, but each of several genen'tions has alna

contributed to its achievement: and now the nundni' i f th.

who work at economic science in Western Europe, the Tui!

States and some other new countries, is so great, that t

progress made in a single decade can be clearly nmrknl. T

result is not to set uj) economic doctrines: they are ktt

' This mi'thod is not ea-^i!y j-'rasjud without tlie aid of iimtLeiiiiiti

BViiibols ; but its central idta ciin hi' indicatoil vaguply without their aid.

.1 is a state uf things iiittncncecj liy oomlitions H and (' ; while Ii iiml (' ar*

coniieoted that a chanK' 'n /•' sets np siiiinltaneous tendencies to cliani-'e in bi

A and r ; then the chan;;es piiMluced in .1 and in (.' will at tirsl be wry -mi

thougli tliey may increase continually and cumulatively. Nmv sinw t

immediate etTeet which a considerahle chi-nu'e in /.' exerts on (' wmiKl i"' \,

small ; the imnu'diate effect which the ehr..,t;e // exert.s on .1 imiire/tUj thrm:

a very small change made by it in C. must be a very small part of u vYrv -in

thinu (in mathematical lancuaKe it r.iust be "a (piantity of the .iecon^l on

of smalls ''I and be negligible pi-ovisiiuiaily. But yet it^ acenimil:itid itfn

iiiav need coiisideratioii in .°-*-i .ial cases, amonL' ^^liiitli those consiiJcrf ' ''^ I

Nautical Almanack hold a place.
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p)!iticjtl purtisims, iind elementary preceptors. It is to set up aip. x, 2.

principles of record and analysis, so carul'iiily apjilied that those

who seek knowletlge for its own sake, increasingly agi'ee as to

the general character of the tendencies to be ex[)ected from any
set of conditions; and even, in some small measnre, afree as

to the course of action most appropriate to those conditions.

There is however a special ditticulty in social studies. No one
can have first-hand knowledg" of any considerable part of the

conditions and other facts relevant to any issue. Therefore the

tirst duty of every student is to be diffident: and his second is

to shun controversy.

A business man is generally the best ami often the only
authority on those transacticjiis for which he is directly re-

spinsible; but he must depend largely on second-hand in-

formation in regard to movements of production and trade

in places and under circumstances remote from his own: and
ciinclusions which are valid in regard to a single business, or

even a single industrial group, are often not true in regard

to larger units.

For instance, artificial restrictions on the number of workers,

or on the output in any one skilled industry, intliience the waces
ami profits iinmediately concerned in a different manner, and
often in the opposite direction, to those of similar restrictions

when applied generally. This fact is analogous to the fact that,

though a shipwrecked man will increasr his chance of reaching
thcshnre, if he is able to rest one hand on the shoulder of another
of the crew, yet the general adojjtion of this j)ractice would greatly
increase the chance that they would all be drowned.

rhcrefiire an economic doctrine cannot be tested, as has
trequfiitly been suggested, by such (piestions as:— " Consider
your own case: w<iul(l the doctrine be true in regard to it

'"

The answer to that ijuestion may probably be in the negative ;

and yet the doctrine may be true in regard to th" general case
to which It claims to apply. If so, its practical importance will
h" increased by the fact that its truth would not he likely to be
Miggc>ted by the ordinary e.\]K.|ionee of life, and coul'' be
gnispcd only by considerable observation and tiiought. In short,
though direct practical experience' of particular events is the
oasis uf ail economic knowledge, and is the exchisivo source of

I ;l

si;
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App. A, 2. supply of the material used in the construction of ccoii

science; yet by it?olf it reaches but a very little w.iv tdv

the great task of deducing general guidance fur the future

the instruction of the past.

Those .studies, which are of little intenst to any but fX]

can escape ambiguity by the adoption of a great ninuhi

tfchnical terms; each of which is defined sharply, and hi

variations <>f meaning. But trehnieal terms rniist he

within very narrow limits in studies which iflate to tlie a

of the market-place: and unfortunati-ly there are net i'ik

terms in ordinary use in any l.iiiguai,'e ti> enable each oi

them to be allotteil permanently iu one particular sensr

sharply defined bound.irie.s. This ditticulty is not vi rv tmi

SOUK,' in oixlinary conversation ; whei-e, as a ruk-, each d

concerned only to know that a word, which he uses, wi

taken by his hearers in the sense intended. It is of

concern to him that elsewhere, and in other conditioi;:-, tiie ;

word may be commonly taken with rather diti'eront breadt

shade of meaning : for diti'erences as to interpretation en

cleared up easily by ()ucstion and answer. Hut the wri

word must carry with it all neces.sary explanation: and thi-n

;. writer is bound to consider whether the particidar use, w

he is attaching to an imjxutant word in any inquiiy, has 1

made clear by the context : and if not, to state explicitly \

he means by it there. In another in(juiry, he ni.iy desire ti

it in a rather diti'erent signification, as is eonimou in onii

conversation: but, if so, he must be alert to indicate the ch.

in the service to which he is putting the word. Thi.-* i:

d(jubt a counsel of perfection, to which few, if any, have attai

But the more nearly it is reached, the better will b-

prospects of coopei'ative progress by men of affairs .iiid

professional students in the discussion of matters of !,'eii

interest, without the aid of an elaborate technical termiiieJL

' Kat-'ehot, a master of liU'rary furm, and a leadf in alTiiir^, urij'ii '-i

mists '-to vir*-i more as we d.) in common life wliere the context is ii sr

unexpressed iuterpretution clause " ; and warned tlieni against atteni|i

"express various meanings en complex thing's with a scanty vocdlrali:

r:v,;ti-ned sen-^-: " iP:,:i1,:h,tr^ r.t •::,,! h!: V-hti--'! Krt;?iO«r/, pp. 7, S, '> ?.'

atlempt is made here, as iu my I'rinciijlL-n of K.-oiiomic.', to conform to tliin're
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SOMK EARLY PHASKS OF INDUSTRY AND TRADE'

1. BeifinuinnH of sjierintiwtf iiit/iistn/ ami loutj ilin- app. b, l.

Uuit'c trade.

The sjiirit Dt'i-conuiiiic niitiunality has had niaiiv phases ami

iiiiiiiy (k'grccs ill every phase. Soinetiines it has been liroad

aii(! genial : sometinu's it has het'ii intense and narrow. It has

viirely been an universal good. But its evil results have .seldom

Listed long after their inunodiate cause has passed away : while

its good results have borne fruit many fold.

In larly times it was generally very narrow: because the

whole mnge of man's moral vision was short; and even at a

small distance other people appeared to him as strangers and
aliens. The stranger or enemy— for one word often sufficed

for both— .)uld seldom reckon on more than the good faith

and courtesy that belongeij to the herald's tabard or the flag of

triipc. E.Kcept in this last respect, the instinctive habits of

nmtiml aid among neighbours, and of common hostilitv to

strangers, in the earlier stages of civilization seem not to have

iliffeicd very widely from those which prevail among lower

animals'-.

Within the family, or village, or elan there was little or no

buying and selling, and not much even of formal and explicit

barter: but the hard clear cut lines of that definite bargaining,

which has so largely fashioned huiiii') life for good or for evil,

came to the front when strangers sought strangers for the

satisfaction of their own wants and the dispo.sal of their own
su|iertlnitles. Trade proper, and es])ecially trade organized by
a distinct class of traders and merchants, arose first out of

the relations between grouj)s of men, clans, or other rudimentary

' Hei aliovf, p. 33. - Ste Kropotkiirs brilliant Mutual Aid.

Ih.'l !: ;
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irr. P, 1. ccnnoinic iiiitioiis. It wiis itittTuat iciii:il tnulc riitlui' tl

(luiiifstic lr.i(lr: HiTiiH's was the (iud of inuiu'V, traili ;i

thi't't : <>t luispitiilitics ami ciiiltasNicH.

(Iradiially tlirtc amsc (iivisiuii uf lahniir, aii<l s|)cciali/;ii

of skill. It ili<l Hot fxtcntl to nearly all itKbistrirs. lint it \

(K'casiniiaily carrifil a l(>iit( way l)y sporadic t^roups of aitisi

who j^'radtiailv attairu'd a suhtlc lu'rcfjitary skill in clioicr im

or textile work: their lijjht j.'oods trMvelle<l tiir, with Imt lit

protection from physical force, thoiij^h often iinili'r some >•>]{

ri'li^ioiis sanction. Thus trade at Delphi and Olyiiipia v

j)rotected by the truce of relii,doMs festivals before the tiim

Zeus and Apodo ; as was that of Mecca before the tinii'

Mahomet. And wherever the sway of an orj^ani/.ed ilnn

I'xtended over a widei- area than the sway of p(»litical rul'

commercial intoreourse owed nnu'h ti> the reiij;ious security

fairs and pi!^'riina<,'es. of national jjanies and church fotiv.

of monasteries and sanctuaries'.

For indeed, as Heereli seems to ha\e Iteen til'' Klst to sh'

the course of history has been larj^eh' shaped by the m

of commi'rce in its earliest staj^es for easy land routes: bna:

traffic by rivi'r has many limit;>tions, and tratiic by sea r.i|nii

j^reat resources. TratKc over moist land, or tlirouu;li jiiiit;

an<l forests, is ditticult or impo^sible without expensi\i' mii

and thi- earliest lonij trade mutes were omt the vast diy )il,i!

of Asia and Northern Africa. The desert generally artoiilnl

easy ])ath. wherevt'r there was wafer enou,L,'h to sup]iiirt hi

The cessation of aj^ricultural wink, as soon as the ;,nvi'ii

sprinj,' iiassed into the blown death of early sunnuer, forced m

to exei't theniseKcs to manutactuie lif,'ht and letiiied w.ins I

' Thf inUiicticM' of war aud luigiiiiJat^'c in ai'fectiiit; fcllowsliiii iiud sulul.ir

amorm traders, Imnist and dishonest, iicaceful and warlike, 'la-i li>fn dH

diwusried. See e.'i. tlie earlier eha|iter« of Roscher's Iliindel iimi (<- 1, .r'/f.'

Walford's I-'iiirx juist nnil jirrsiiit, and Robertson Sniitli's brilliant uitii'lr

" Meecii " in the tenth edition of the /•.'hci/<'/iV"''"'"' I^ritiiiiiticn.

It ^;ave some little scope to the Law of Sijuares in transport uriii ua.

even on land, lint the work was slow. A eaniel .spends the whole of A fato;

able season in carrying eigiit chests t.i tea. about half a ton, in two jourS'

from Kalian to l'rj,'a (liOO miles), at a cost of abovil L'li ( hmrneii in Mmifi'l

1902, by C. W. Campbell, British Consul |Cd. Is7t, pp. s, <,l]). A cara^

carrying a hundred tons would be m.^arly a mile long ; and a sinub' i^'*

fsi;f frri ;l!o!;u:;nd tor, :;b!p Otin d" sl'^ut ftr niucli Carrying i" "' y--'' '" ':

of some delays in port, as two thousand such caravans.
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iini I ti) serve iiM cfUTiri-s ami iiHTchiiiits hcl

Ixiiirini; luiids fur those gmxls tliat wmild bear the ex|»ei

ween nelj,'h- ai'p. r-. I

ise

Ciiravaiis carried spices and Havoiirs, nt uhich a suxiW i|iiaiitity

sitinfiis a strongly felt nei'd. And, what was nmch niori' im-

|Mirtant, tliev carried the best |)rodn(ts of the sul>tlt .lereditarv

>kill, which had ;,-rowii up here and there aniont; the mon'

iulvaliced Jieoples. These |)roduct>, sli^'ht as their hulk was.

,s('r\i(l as an educatinj^ iiiHueiice wheif\cr t.hev went: they

stiiiiuiated the mind in the same way as the aroma and

>])l(ii(lour of the choice natural products which they accom-

panied did the senses. All routes, however long and dithcidt,

were o]ien to delicate ainl refined textile goods anil embroideries,

to trusty steel and well-wrought wea|(ons; and to various forms

lit work even in common metals, which cotitainiMJ more poetrv

tlian nu'tal'.

(ireat highways witc made chiefly for jiolitical and military

[lurposes: they connected seats of provincial (iovenuuents,

camps, and depots with one another, and with the central

authority; or they ran out to frontiers liahle to attack. But

gh they were selilom laid out with any great regard to the

is of counnerce, they effected a good deal for it; and they

1. tf!

th lU

II'TI

imeiit of i)ublic

I'rsiiU

noteworthy as the first large emhod

rces. Strong ruiei's have generally been impatient of iln'

trade particidarism of the several gi-oups of their subjects; they

have tried to break it down, and to s]>read freedom of trade and
iiiti icoin-se among the various provinces under their rule. For

' Tlie diicf loiiK distance trade oi cail.v Unu-^ wan that bitwe.n Southern
Europe and Western Asia : all of which was forced to ^'o part of tlie wa.v b.v

land. But most of it made much thfi larger lialf of its j.mrnev by «oa. I'or a
lo'if.' while th.' route liy the Persian Ciulf was tlw> oasic^-t and nioNt seeiire ; and
Its lulvHiitajjes contributed much to tlii' trade of ancient I'lioenici.'i and (iieeee.

riie foundation of Alexandria contiihiited to tlie suprenmcv of the Uid Sea
mute

: in which water earria>;e prevailed even more stroii'jly. Tlie Persian
Gulf route w:is however partly revived in Venetian times : and the trade- between
Euri.jie and the East remained very lif,'ht in projportion to its value even afti r

thr Ocean route had come into use. Mr (.'liisholm's address to Section F of t!ie

IJritHh Association in 1(107 nivcs a list of theear^'o of a Portu^'uese ship cowing'
fiiMii Indm iibout l.')iin which consisted almost whollv of spices, precimis stones
And snuiUir tiiint,'s -, wliile the outward cargoes were also v, ry li^'lit. So ^reat weie
the risks ,iii,i so hea\y the duties of the Mesopotamiun route, tiiat the silver

'
~i"-'-"'-

""•'" tb or 100 tirut .. <iS high in Vtmce tia Liial wiiicii haii been
raid for theiii in India ; though both silver and siuces are exceptionally portable.
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\rr.ii.-l. lill Jirf ificiiil IxirriciN within thi- liinits of thoir own tiiri

havf hitnl«'rtKl thf growth ot tlmt |M»litifiil unity and >trii

which hiu* U't-n thfir rhiff aim. But, iw Hfcnn nisji

thr MTV •xtfiiHion of i-inpiri' oftm h-ails to an iniTt-uNi nt

autonomy: thf nnwt di'.tpotic nilcrH have tolcratt'<l -(fiiii-i

piiKh-nt kin^^<, ami cvrii npnhlicM, within tlifir nilr. \',

fur this n-iiHon, commcrci' has seldom In-cn injiiri'd ;i> n

l>v revolutions which have substituted one dominant i;ir.

annther at the centre of power, as hy the anarchy wliii'h

followed the total decay of <Is|Mitic |>ower'.

•J. Ei'i'ii unuilf foiniA luirrii'il oil a xort n/ 'nitnin^ti-

Iriiili' H'ith nthir fiiinm, tnitl a Ami of' ro/oni(il Innli i

nrhjhhniir'niij minitin-folk. Tonui /mtrlnfiMUi. miil t

HrfftH/iiiitat. Till Ciftf Stiifi'K.

Sacred festivals, and the markets associated uiili tl

received protection tioni relitfioiis sentiment and iiiiili'

in \ery early times. A certain immunity was atfoiiled in tni

proceeding to them.liefoie civil oriler had b<'en est.ihli^lnd <

lu'^e areas by oreanj/ed (tentrd rtde ; and the I'n.f Rom

established a wonderful viability in the lands honliiini;

till' M<'(literranean, and in some others. In every iii,"' >

considi'raMe, civilized nation has possessed many trade ( ir

connected with oiu- another l.v more or less ea.sy ami lr"|i

intercoinse : and i-ach cei\tre hail as a rtde some sort of srti>

collective intensts, partly jmlitical, partly economic. Hut ti

Tipears to be no ri cord either in early or niediaesal liims >

warm and strong common sentiment holding t(ii,'rtlirr

imbistries and the tr.ide of ; lari,'e area: there was im ii.iti'

tr.ide in the full sense of the word. The individu.il im

li.ive his sliaiv in the commercial and other rel.it ions luiw

the villaLje or small town in which he lived and it^ iiniiMil

' Fur lilt' lailv lii'tuiy nf ri'iil'* si'i' I.iinincr'.s Hfiihrmj Ectin'onij M\t\ Hu

l-'nlirii-h, liiiiii '/r.i iiwilirner I'rilifltif. \ uvit may ciiiiMilidrttp tiiiiuri

iilmoi't iiM wrll us a .systiiii <il' niails. .^iiil ScliiMnll-'r sii).';,»i -^ts I'/rii"

i/er iillip'infini'ii \\>lksitirlli^:lhitt-<lehri\ i, 1112) t'.iftt tlw roinpactiu-s uml .<:a!'

wliich till' Nile tzuvf to Ku'vpt. hi'lpcd it to iiiuintaiu a will orpiiii/.'! ^v>ir

ti;muct-, .".UL-it ii-' ",L^ < iuil ui:tt-u,->liL- u[ Uii; City 8lal»-. 'lii»- Xiir i'TiT.l
"

iuxuriaut j^arcltii, inti'isi>cisKi with canuU, almost iiii uailiir Hollanii.
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ni'lj^hlxiiirhiMKl : but hr HjuI wiin-ily any iiiltriHt in ilir aHiiirsi

iif thi' tiiijiin' tw II wholi'.

Whfn.ijfnnip nj' ih-ojiK- in ilnily intcnoiirvf with one iinothcr

Iia<l to rum tlii'ir Kvin^ iiniltT ilitiirultii n. ami to rdy on

Al 1'. II, -'.

inothiTs aid in conti'txlini,' hi th th< ISC llittilMlltilS, il (i'flil 'K

.if hrnthcrhiMxl alnioHt invni ilily ^ww iiji. ll iln' (JiHicnltitN

uiTf [iiirtly of man's cn'aiioii. atiil hail in tlnni any sjivour

.it ill just ici- or o|)|)nssi<iii ; th.ii to contfiMl with ihtiii was

more than iiit-rt' cnttrjirisr It I x'caiiii' a fili^ioii, at|i| a •^•iini

nl inspiration; and by its aid the coniiniinity w.is knit to^'cthcr

HI living Ixinds. whirh gnw with its ^'rowth. Iliit with the

>tr(nj,'tf I caiiif jjcriiis ot' wrakni'ss K xi'liisivc njrhts and

|irivili'gi-s rosi- in pronnni'iiiT ovir duties and foilow-x r\ ICO

:

thr hoiids, that ht Id the c-oinniuiiity together, might still in-

riease ill strength, but they lost \ilaiity and elastuiiy.

llII onler to secure its |Misition the beltor against tin

the t own wouhi lorm, it allowed to do so, a " gihl

or .special"d. nartmeiit of town administration wlmse

>tniiiger,

iiirrcliaiit,

liiity was to maintain aii<l regulate the trade monopoly'

F roiii mam
>t to maintai

taining the monopoly for the town, the gild^ lell soon

ning it tor themselvi The simple merchant,

Mot a iiieiii

the stn

ber ot' the gild, was otteii put on tile ^allle tooting as

mgei ind was estopj«'(! tfoiii trad I iiir as lie wish ib

iiiii:hi Hot buy some things at all, or he might not buy

tiiaiiiiig in rder to resi It, if.r it w,i> clear that tin

giiiisiiieii did not care to have it. The Ciild often bought

trniii a comiiuin [lunse ; and, if an indi\idual gililsman bought

iimthii ig ll III a stranger, he would otti'ii loyally fiilHl ill

hi.l\-e a sliare in'liligiition to let the other gildsmeti

Jargaiii-.

And the neighbouring country-folk tared as badly as did th

I'lilonics of a •IHsh mother country in lat. r Imu Th
iriiltMiiiui was indeed wil iiig: to

purchasing the goods of other crafts: }

ibmit to ,-i littl

led 1

Wdell

lloVK aiKl th. y
loiild ,igree on town lecni lat oils w hich ired a high priccil

it liiiuted, market fur all their goods among the' .surrounding

• iross, ililil Merclniiit, ch. in.

taij iii Ihe All of .'tiv;li;imliU lll.-b(iilV.C *Ji

racial uptitiide for atriugtut reKuhition. Gross {Oild Miniiatit, ch. viii).
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UT. n, 2. comitn-tulk : ;is Adjiiii Smith ohscrvcs, those often fjfuve a kic;

share "of the annual pnxhice of society. ..to the inhahit;i

of the town than would otherwise have fallen to tin in:
;

less to those of tile country'."

The town fre(juently made and I'nforced a rule that

^'rain should be sold away from the land except by the lands!

themselves in the market-place. Sometimes no one nn\fht 1

more than enouj^h till every citizen had sup])lied his )iri>

need. Sometimes no buyer mi^'ht overl)id aimther. Soimtii

the public authorities kept lart(e stores or magaz;!.es nf ;,'ia

and sometimes bakers were ordered to keep a L;;(Hi(i sf.«k

hand. Hut j,'nidually the trade in grain became so massi

that stronger forces than tho.se of govermnental authority w

needed to deal with it. And one of the first manifestation..

a spread of economic iiationality over large anas w,,^ >

granting of a more or less complete freedom of trattir

grain within the boundaries of a jiruvince or a wliolr (•(.imt

but not beyond-'.

As Schmollcr says:—"The omnipotence of the ((iiuicil ni!

the economic life of thi! town, when in its ])rinu', with siaivi

any limit: it was sujiported in ail its action by tiu' ninst hai

hearted town selfishness and the keenest town patrintwii

whether it were to crush a competing neighbour, or a cm:

peting suburb, or to levy heavier fetters on the couiiiry anmi

to encourage local trade or to stimui.ate local industries." .\i

the trade of even neighbouring towns was 'interiiatiiinal

some respects, p^)r "a complie ited system of ditfeivnn

tolls was eveiywhere devised by which some towns wv

favoured ••uid others were nut at a tlisadvantace in ea'h n
either in return for corresponding concessions or in acconlam

with the varying hopes and fears to which trade gave rise." \\

Southampton made separate treaties with .seventy otiierteun-

' II', <l/^/, ,1^' S;il,„l,s. iirink I. rh. X. S.'.' also )lirt llisOllS'sioil (lioi.li IIT. Ch, 1

as to ••How tht' C.uiiiiicn't' of tin- Towii.s coiitiiljutiiii to tlie Iinpr.iv, niciit "f li

Couiitrv."

'- ''he suocri.-sive staKi-.-i of this il.-vi'lopnicut, and tln'ir riilatiDiis t.> the <!.-

aii'i othff coiuiitions of ttif town |ioi>ulaUoiis to hv scrv.'d are well sit f"tl!i i

ScliniollcT'8 Ep'u-hiii dfi- (ii'trridrliiiiKhhfcn'.isfUhii in liis Jnhihiirh i«r Hw
A short similar stmiy followwij; K('()«rii|)liical hues i.s y'^'*'" ^y I''""''' '" *'

Haiiiliii:rtciliiu-li far Sta(itsifisii,'it.ichii>f .v. (i.irfiili'ltdiidfl.

.Si-t' hi.s Kssay on liie MvrniiitiU'

:

, eaue.i liy Ashley, and .Mrs Umn
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But ((•I UK )iiiic nationality could net ivacii its full dcvclopnicnt api

I'xci'jit in a city which, whether turnially subject to a 8uz;erani

or r''i

am

t, had practically full control of its own atiairs. In such

fity public spirit gradually jinpiired the largcriess of %'iew,

I sonu'tin.es—not always— t lie stability of pumosi-, that befit

!)i'.;ti(..s (,f a powerful State. Inland townstill' large re^

iiften :)ecaiii ' rui^-rs m
aniuired ar jup-icil s\\,i\ being drawn to it al

;ice -Marit line towns L'tiine:

ni<

s(jnie

unc( )n-

M'KiUslV aiK,,
^.(.'i Ml any other orijjinal purpose than that

of securing their ou.i trade against violence. On the seas

thli'H- shiiis could si'ldoni trust to anj- other jirotect ion th in

their own; and they were all ecpiippcd tor fight. Hut when
thev h 111 arrived salt Iv at a oreiirn doirt, th eir (li tficult les

iiiil\ begun. They .still lueiled protection for thlenisclves and
thtir goods against, the rude violence of the luob, and against

the more orderly violence of its rulers.

For this purpose "Fa'-tories" or forts W(>re established along

tile shore of the Mediterranean from the Ix'ginning of history:

Hiiil they grew in iniporlance and costliness as the etfective area

of the woild's trade increased. And the empires acipiired bv
vviTul Italian cities, and especially i)y N'enice, anticipated that,

which an English joint stock company .some centuries later

(liviloped on thi' basis of a few forts on the sea-coast of India.

\'enice was Latiti, and was never (juite young. SIle soon

caiiic under the charm of Byzantine power ami magnificence.

Kevci-sing the old Roman rule, she for some time confined to

t lie aristocracy the rights of distant commerce; except in so tar

as she, like Marseilles and some other ports, kept theiu in her

<i\vii liaii'Is. She built her own ships; but she often hired th

out

em
to private merchants, keeping however a controlling hand

iver many trades.

dradually she got to love empire for its own .saki and

Tiiifii 1:1,' in III,' jifii'vnth triitiiri/, vol. ii. p. .',;i. .Soiiiffinit-i- a. clmrtcr woulil
•-ivca town "us iimoli iiiierty iis tlic citizcii.-i of I.umlim have" in ci.'itai)i trad''

limttn'i. ///. p, .")!.

Even a,s Into us l")?;) tbi.' Ma.vor iunl Corporation of London forbade the
^|r^ll;Ml^; of Norwicli wares into London witlioia their bein^ lir.st taken to
lihulwell Hall; tlitre to be iiacked awa.v. Hold at .stated times, and charged
with lieavy lulls, but such anaie)iic action could no lon^rer bo endured by the
ctntral s-'oveniniciit. and it was c.ine.llo.l.
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Wr

vttl'-t

Arp. B, 2. though sho was never cruel without occiusion; thousrh s

enforced her will with a comity that soothed and even .ittract

foreign customers, yet she was a stern ruler. She placed urm

ships at the entrance of their rivers, for fear any fon-i

merchant should give them better terms than Venice would i

for imleed they had often to deal with Venice rather th

Venetians. She was jealous of any comj)etition : but s

could cooperate heartily with those whose work suppleniciit

hers; and the love betwet'ii her and Cadore of the niduntaii

with her forests of })ines ready to mike thi^ tallest a;

straightest of masts, was deep and strong.

She excluded the products of foreign skill and tiirh

her own artisans to emigrate; and at last she ceased tviii

learn. Her industries lived on the reputation and skill th

had inherited from the days of freedom and growth. B

thi' heat of the day continues to increase for some little tii,

after the sun has begun its downward course : and the inijut

which Venice had obtaintni from enterprise, fostered bv frcfdn

and only tempered by regulation, carried her onwards tor

while, even after excessive regulation and the want <if >iiiii

lating com})etition had begun to lower her vitality. Her ti

was hastened by external events; especially the spread nf tl

Ottoma empire and the diversion of the route to India tin

the Mediterranean to the Ocean. But Li.st's verdict stands :-

"If we inquire of history what were the causes of the downt;

of the Republic of Vi'nice and of its commer'-e, she replies th

they principally consisted in the folly, neglect and cowardji

of a worn-out aristocracy, and in the apathy of a peojilc \\i

had sunk into .slavery." The further dev(dopmeiit (if th;

verdict however contains the kermd of a doctrine about whic

controwrsy has raged increasingly during three generations.

List admits indeed that "...Unrestricted freedom of tnn

was beneficial to the Republic in the first yeais of her exist'iici

for how otherwi.st' could she have raised herstdf from a mn

fishing village to a commercial power?" But he continui'

" a protective policy was also beneficial to her when shr h.i

arrived at a certain stage of power and wi'alth, for l)y nu'aii

of it she attained to manufacturing and connnercial sni)rt'inan

Protection iii'st became nijurious to her when her mainiiacliaiii
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and commtTciiil i.ow.t had ivached that Mii.n.,i,acv, l-rausc by
it all conipetitiun ^vith other nati<.n.s boca-iu. absolutrly excludod,
ami hus indolrnce was .nc.uraKi.tl. Theivfoiv not th.'
int.v.|iu-ti..n of a protective- policy, but persrvcranco in inain-
tairunifit after the r.-asons f„r it.s introduction had passe.l awiy
wa. really injurious to Wnkv '.• In fact however her supreniaJy
never reached to that height. Then.fore if in.lolence wa's
encouraged by supremacy, it must su.vly have, been encoura-e.l
also liy her near approach to it: and the history of V.'ni.M.
would seem to lend some support to th.. opimon that exf-rnal
competition tends to stinudate and to ..aintain the resource
and energy of a nation's industrit's.

Again, Listd.a.s not deny that ruin came ov-r Spain sh(,rtly
after she had adoi.ted the \-,.,u.tian system of Fn^tect.on
though he holds that '• at the time of Charles V (first half of thJ
sixto,,,th century) the Spaniards wre more advancd than the
Lnghsh aud French in even respect "

: and he ad.nits that
lollHTts Protective regulation^ were followe.l by poverty Hut
'" 7';"'-^ ff'- suggestion that th- enfeeblement' of competition
"'" "i .1>"<-I<ly to .,uench the energy; which had been s.arte.t

k- 'h'; su.l.len opening of profitable careers to n.anufaeturin-^
initiative .

"

073

. 1), .1.

so
.i. f/>r n^ln.fri,:. of .Inph^lhlino mul trad, mre so

ilrnhp,',! h,, Ilolhnul u. pnrthtlh, to „ntin,>ntr nmrh that
IS >'hMn.t,r of mo,ln-n capitalist Iv pmlonnuanr., and
»i,hMr,al t,rh„!.iHr. Iu(l„stn, and trad, hd np to fi,uinv,.

Sir W. Temple, writing of the early signs that th.' com-
'"'"lai s„p,v,nacy of Holland would h.ad to that of larger
;';'n""s. nnplieitly classes Holland with the Free States and
»'t"'s, ami England with the greater nations. His survey
iaayhe,,uoted:-"Xot many Ages past, Venice and Floren.;
P-essed all the tra.le of Europe : the last by their Manu-
''ctnres; but the first by their Shipping: ami th,. whole tra.le
'

I'Ts.a and the Imlies, whose com.uodities were brought
fh..se by land an.l these by the Arabian Sea.) to Eg^.t
"•"m wh..,K.e they wen- f;.,ched by the Venetian Heets, i.nd

' Xatiumil Sii.it,.m 01 Pulitical K,:u„ami!. ch
- III. chs. V, VI, .\.\vii.

»l.I. T.

43 !'
11

W
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A,r. n 3. (lisjursed into must nf tin- parts uf Eun.i..': an.l ,n

times w.. tin.l th.' whole Tr. i
England was .lin,

Vrn.tians, Florentines, and 1- nds. Tlie Easterhi.i;.

were tlu' inhahitants of the Hause 'I'nnns, as Dantxiek, L

Hanibiu-rh, an.l others upon that ("oast, t.l! next uiiu

and niana,<,'.'d all that ofth.>se Northern parts for uwuiy .wa,

l,rori<rht it Hrst down to Hni-es. and from th. ncv to An

The "first navi.^ations of the I'ortui^ues.^ to tin- Hast

broke tho -reatness of the Venetian Trad.', and dnw

Lisbon: and the revolt of the Netherlands, that of Ai

to Holland, r.ut in all this time, the other ainl .

nations of Europe ronr.-rned themselves littl.' ui it;

trade was war. The kingdoms an-l principalities wrrr

world likr the noblemen ami (rentlenien in a countn

free stati's anil cities, like the merchants and traders,

at Hrst d.'spise<l by the others; the others served and i

bv them: till, by the various course of eveitts m tin

.some of these came to grow rich and powi'iful l>v iii

and parsimony: and som.' of the others jx.or by war ,

lu.xurv; which made the traders begin to take upon

and carry it like gentlemen: ami the g.uitlemeii begin i

a fancy of falling to trade'."

Holland was large enough to serve as a basis l..r the

tra.le that was then possible: and whiU' not uegle.tin-

agriculture or manutactuiv, she gave her main strength

industrv of commerce. At a time at which uiaunlr

however cone, titrated, could obtain only tlu' minor ecn

of proiliu'tion on a larg." scale, .she show.'.l that its

eoon..mi.'s weiv alivady within the grasp of ,nn.v

c.mmerce. Sh.' thus pi.m.vivd and ].ivpaivd th- v

England, who two centuries later wa- to dcxr\ny, tli.

..e.inomi.'s of massive predm-tioii in manufactuivs :il

i„ th.' earli.'r age th.' pow.r of .••mcentrated .-apita

1 ()is,'n:itio,i^ upon th,' fiuh-.l I'mihuuy, A.i.. lf.TL>. cli. vi, Hi

:, la.ve.iuiiMlo.1 nrm : l,nt tl , .vl >uir of th. sUU>n.,in.h,,M,l that ...

in th.. oonoh.,-!..!, Mf lUs suiv,.> of th.. slato of Kurn,.e in K.,! "Iuih' I"

evenlv the iiunits of thnv coiii-s.^.s oo.... to ImikIiim.!; (D to piv-.nr "'

alliaaoos and tho.el.y ihe pnae,. of Christriul..... ov (>) lo .ncuuru^. i

.>,, ijivivj.'.o!'. of llollanJ or !:!i to join with Fiiuico ui.on thu ailvanl^igcs

offer us for the ruin of the Dutch.



1 :

\t/;ii'k, Lnlmk

xt into iim!.-,

winy yr;ir>,;irM

(• til Antu.qi

H- Kast Iiiili..

nil ilri'W It
•

at 'if Aii!«'n.

') anil ;'i';i;.

-

;• in it; t!i.:r

CS WrVf ]<\ '!,

. ri>iintr\ ; 'r.

railrrs.
'

Til--

cil anil v<'\<-\'

, in till ""ri':

ul li\ iiiili:>::'

liv war aiiil I

kr lllmU lll''i.

11 hr'nil Iii I:iv

stri'iij,'th t^ii;.

I
inaniitai't'ir.-

liiidi' ccnni'm;'-

that its iii;i!:

if rnllCflltl'ii'".

(1 till' way ::

rli>[i till' m-i' '

tiiivs al>ii:
1'''

d caiiital (""'

.(,. VI, T.mi.lr »=

ol tliat aft' i^ -l.-«i

U wlin'i' 111' sun;-":'

|in-fi'vc'"iir ITi'-t:!

i'I)Couru;;i' iiMn '•

ailvanlatjestk'.vta'i

HOLLAN'D PION'EERED THE WAV EOR EXOI.AND C^TTy

ikc itself felt only l)y cnmniaiiil of shijipiiig and nuTfliiints' ait. n. 3.

iitocks

Hv far the most inijiortant form of iiiorablr cajiital, iinti

IllltC recent times, consistei] of live stoek, to which indeed tin

kindred orij^in of the words "ca|)ital" and "cattl leai's

testiiniinv Imt ai'ricu ItMI'e offered little scope for the coneen-

tratcd and highly organizefl employment of ciipital. Thns the

(ippertunity for pioneering new and larger methods which lay

in the hands of landowners was much less than that of the

iiuTchants, anil especially uf maritime merchants. For they

iretlerallV OWIUd th eir own ^liips : and, till well on in tht

hteeiith century, shijis were much the most costly iinple-liT

lllellti-

ivtranlei

diistrv in the world. Manufactures ar.' commonlv

1 as the industries which are most closely ooncernec

with progress in inei hanics. Hut in this and in every preceding

(riitury the ship has been the embodiment of more sustained

thmight and more organized e.xperience than any other machine.

It was no accident that the origin of the vast modern

system of joint stock undertakings can be traced to the

sitv, which was felt even in the ancient world, i

roinhinni!. the resources o lany ])eo])le, in on ler to 1

or

lear

the expenses and distribute the risks of the shipping trade.

but. though the ancient Romans made military roads at least

.IS \V( 11 IS We can now the arts of naviiration are of relatively

ivceiit growth. In thi' early Midt le Ages ships wi re small and

heavily built, and they carried but little freight in jirojiortion to

their bulk. They were unable to progress at all except with

a tavduiable wind: they diil not venture out oi sight of land in

iiiii'ertaiii weather: and they carried but small cargoes.

Hut fiiiui the thirteenth cn nturv, when the cnnipa.ss came

frmii the tar East to the West, t le art.s am I th iiiiiiiances
'I'l

• if navigation progrt'ssed fast. Ships became

lighter of build and more easily handled; thi

larger and yet

ir net tonnage

iniTeasei

relat

I relatively to their gross tonnage, and even more

Uelv to tl le crews neei led t () wotk th( Tlu> art of

;iickuig was discover*.'(l am a.s ships improved in structurt

they we

IIIDIV w

re able to sail nearer to the wind and to dispense more and

ith harbours and anchorages. Voyages went with larger

it! imver cnarucH . wllii iiiure irity ;liiU less loS:
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t}7l5 EARLY PHASES OK lNM)i;STRY AM) TRADE

*ir. .., 3. tiiiRS fimi thiTcforc with less loss of Ciipital
:

aii.l tiuiv wa

course ii vast iiiciviisf in the vohiinr <•*' trade and v\u-n\

trade: i.e. in the nrnnber of tons that were earried a inilr;

to speak more shortly, in tlie number of " ton mdes.

"

Bnt meanwhile the iniportanee of the MediteiniiiruM

being lowered by the spread of the Ottoman p-.w.,-, l,y

weakening of the j.olice of trade, by the growth ol yn

and by the diversion of the Irattic between Asia and [•:inu|i

the Cai)e route: and the more vigorous races <if th- N

were gaining in knowledge, in wealth, and in ..ppnn.iimy.

scattered forces .if ih.' Hanseatic Federation could iiel li.m

develop the latent economies of concentrated trade tu t

full extent; and, although Antwerp showed some >n^n

rivalling the trade of Vi'uice, her car.H-r was cut shoii wh-u

Scheldt was dosed against her. No other single lown

strong enough to fill her place: so the task fell to llnl!

whose position aTid waterways combined every physical ad

tage for it, and whose people had every aptitude fur it.

The Southern half of the low lands form.d by th- d

of the Khim- and the Meuse was the earlier in ermi

(k^velopment: the Dutch, like their pupils th. English,

slow of invention'. But the toughness of their HIhv \\a^

surpas.sed. They ])os.sessed singular self-contn,l :
aii-l

remained frugal and ]iersistent for more giiuralioiis thaii

other rich people had <lon.' before them. The sous and gran.

an<l great-grandsons of a w.'althy merchant were seldnia a

work; and some special iorm of refined trade-kii.>v Kdi;.

often the best part of their rich iidieritance-.

Holland seemed poor in physical resources: but h-v y.^

was a i)art of \u-v strength: for it led her to gi\c h. r ^

energies to (leveloliiug thoS(> resources which she posse-,>rl

chief of them lay in th.- fact that she coutaiu-.l m a :

I Hu. t. Mnnuir.-^ of th,- lh,l.-h tra,l.: a.i>. 1700, ch. i, tv\U iiosv Ikug.-sli

tirsl .nut tra.lo i.i luwiiRs ; nn,l liow ..ven tlic art of Ii-!, cunn::, to N»hi

Ilntoli "w.Hi til,, lirst Mu:a spring; of tli, ir Anp\nuiz i.ula^tvi.-.s ^wi^ N>i

from th.. S.nitl,. M.inv veiivs ohi!.s..a l.efore tiu'v ei.rn.^.l Dif less,,,,.-, wh,,

l.,v,i lournt from tl,.- Fl.inish toxtil.' in.lustriex. t,. ><. sull,c,ri,t excY,.H

export trad...
_ _ _ __ .

.. ^^.,„ ^,,^,

- The fvil iirisiii;; lium A !,"»"« '" "-^ Mr;i-tf-,

EUrtnberg'8 study of tlie rise and decay of tlie h.illi.u.t Ai>,;sbuv^-.

5Ki-.M>v'-^;^--;r s^\ i
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It i'.iT ]i.iV. I!V

d ill a M!!'i:'i

:'iiinpiis.s thi' mouths of ^rcat rivers wliich l)rii)g to a focus uiauy

I'oiu-si's of rich and easy trade Amstcrdain was popularly said

til be built upon herring Ijones : for her wealth rose out of the

earnings of tishernien who Hshed first for their own luarkets,

and tlii'n for sale as fiist-day fooil fir other peoples. Thus

h'T diiinestic imlustries paved the way for her exjKirt iiuhistry

lit the services of cariiage to other countries: fir. is Petty

,<iud. "The Labour of Seamen and Freight of ships is alw.iys

of th 'latiire ill' an exported commndity'

API'. 11 -i.

And 1

inaintaine( 1 that Nature h.id i leell as ki

le aiH

nil in iriviiH''

1 others

to the

Dutch but a poor home on the land, as in giving them rich

own

the

vent

provinces of water by sea and river. If they could have gi

cnrn and wixxl easilv themselves, their earlv call to life on

waters won Id h: IVe been less distinct. Hut havint: littK

tor their capital in agriculture, they ke])t it long in commerce ;

anil their excellent system of banking and commercial credit

n>ade their rapiiUy growing wealth in a fluid form available

tor all uses. Thus the rate of interest was low with them.

Their shipownoi-s and merchants could always obtain the loan

of capital on easy tei'ms : and it was used freely to join their

natural watercourses by canals, thus making much of their land

into a greater Venice. They sj)ri'ad out their industry upon

tiio waters, so that their several towns were in constant, close,

and cheai) communication with on(> another ; ami for he;i\v traffic

as \vt> as for light,

lev could mec t the needs and hit off the fancy of cus-

tomers in eacli i)lace with choice of thinsis drawn from manv

the most

thev coll

but littli

Th
iippi

Id b

ev con Id •t from manv markets the fittest and

rtune for the sale >.: any j.articular ware,

ly quickly and sell ipiickly : am

Furtl ler.

I therefore with

for spoilt goods relati\-ely to the turn-over,

1(ami l)ut little capital locked iijt in idleness—a consideration

of gnvit importance at an early stage of economic pi'ogre.ss,

was scai'ce : the rates of interest andwhen moval)le caI" tal

]irotit were still high even in Holland in comjiai-istm with those

of the ])reseiit age.

And. just as an orffiinizei

ctioanIv tllan could

1 post

1

can deliver letters mon;

i be done bv nrivate messenirers ; so. bv

' Politi'-al Aritliiiu'tli; p. I'J.

'I I I

Hi



678 EARLY I'HASES OF IXDU.STKV AND TKADK

kiT. n, 3. si'iidintj out iships in i|uick .succfssidii on circular tunr^.
t

could (Iciivcr ami t'ctch ^ouds, and I'sjncially small |i,ir

ol' gunds, troiu and ti) u givat nunilKT ul' jiorts very chia

Thi' knowlfdgr which thty got, of one class of ciisiniiii i-

jiroducirs in one trade ht'lj)t'ti thcui to know of other cuvtun

and producei-M in that trade and in allied tn les ; i-i m.it

of this kind almost every piece of knowledge is on the

to others, as is aliuost every house on a jiostinan's heat.
.

the economy of this unity and coiv.'entratiou was still fun

increiised by the arrangement that each town slioii|i|
;

special attention to some particular branch of trade; tludrtii

knowledgi! of which became the collective hereditary iirup

of her merchants. Thus Holland's trade was the coojMia

work of many units, each of which was organized cuopcrativ

though indeed jealousy among neighbours was not ran'.

Turning the jniwer of specialization that comes fmiii t

tive unity in another direction, they adapted their vr:

to particular ta.sks. I'etty remarks that, as the cloil, ni,

facture employs many classes of arti.sans, each trained t'

special work, so l)utch commerce em{)loys ditfeieut cl;

of ships for precious or coar.se freights, for long xoyai^cs

coasting and for minor traffic, "for ports where tiny uceil n

lie aground, for ports where they must jump uimn thi.'

twice every twehe hours "

; and so on. And a tract on T

and Commerce with the Hollanders," which used to he attiili

to Haleigh. says that a Dutch ship of two huiulrcil

needs ' but nine or ten mariners where we need thirty.

Nor did their high organization of energy end with

commerce. They anticipated, a little later than Veiiici'

done, but much more thoroughly, the great nineteenth ecu

})rinciple oi. interchangeable parts in the manufacture (if

ships. Dutch shipwrights could specialize theniselvc-

' Temple lucntioiiB a> one of "tlu> chief .Vdvaiicers and Encounmi rscit

in Hiilland, tlie eiistiiiu of every town's alTi ctini; some imrticiiliii- commc

Htaple, valuiu;,' it.ieit tliereupon, and so in.provin;,' it. to tlie j;reiiti.-t l^^ii^•l

Flussin.ine by tliat of the West Indies ; MiildleburRli, of Fiencli winrs
;
T

by the Scotch Staple; Dort by the EukUsL Staple and ItlienisU wines; Hortt

by the Kn^hsh and Seoteli trade at lar^e and by French wine- ;
Fiiuslii

the (ireenlanJ tiu<le ; and Anisterdiini by that of the East Indies, Spain »i

Htnuts." Ohrrvatiu:!! urt the Trade / tkr V:iit-^,l S^'thrrhi'i.!:', 1fi72. 'Ai. v!.

also Huct, I.e. ch. in.
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(lirti-ri'iit classes (»t' work su ihul niii' man shall he always and vri. li, :i.

iinlv ciiiwiovi'"! ill tile iniuiut'actnrc ni' keels nl Diie and the

siiiie iliniensions : annther of rihs, aiinther ni heanis, annther

iif nidiiers, and so nii. They adhered \,, .me |)altern mainly

tiir shiiks of dill' hundred tuns, anil attain ter ships nf five

huiidri'd lens; and, carriage hi'in;; easy, the ditterent parts

(if a ship cuiild be ordered tiiini dit^erenl makers and jiut

tdL'cther easily. By this means the labour must be less,

ami coiiseijuently the prices nuis! be le>s, thoui(h wa

should continue as high as I'ver '.

'

a'je

.'ouriimrs (it trade

iliir Cdiumtrc; or

ciilc.-t lu4''i'
:

''

:li wines ; Tot-'fr

fines ; KoUerJa:a

;
...Fiiusliiiiai'f

OS, Spain aii'i '•1*

1K72.eb.vr_ >™

Further, Holland le<l the way in banking and

iin'iiiiixation on a large scale, and

inaiicia

m this matter also, she

laniici 1 on the torch from the (."itv Siato of North and South

MVi>\)< to Kngland an( 1 otlwv wi>tern countries. n eai ly

.s financial enterprise drew its resources, and obtained

its opportunities from trade rather than tVoUi industry. 1" or

iiidustrv offered fi'W ccoiionnes to production on a great seal

it belonged to artisan rather th.in to capitalist organizer^

trad(e, and es|)eciallylon<r I list mce trade, when conducted

\vi th ability and g« nd fortune, yielded high returns on re latively

large investments. A chief Held for the opeiatioiis of financiers

was always found in the demand foi loans to needy rulers and

(ith'T magnates: but, as industry grew, an ever larger field was

prDvided by the growth of industrial cities; where the products

(if iiuHUuerable workshops \ielded in the aggregate rich op})or-

tuuities for financial eiiteiprise; insomuch that those merchants

who.se
I

'IS of insight ami imagination fitted them ibr handling

large ri.^ks in the use of money, or connnand over commodities

in general, rose quickly to be leailers of finance. Some of them

tripped, fell, and disappeared: but the survivois built up a great

edifice of high finance that lasted long. So it was in

great cities of Northern Italy, (Jeiioa, Milan, Florence

Venice: in Augsburg, Frankfurt, Hamburg and other Northern

' Conxid, rntinns on th,' Knxt India Tnidi'. 1701, ell. \ii. The discuKsion by

the unlinown nutlior ef this pamphlet, of tlie i^lUcac.v of liibonr as applied in tlie

iiiaiiufactuie of eliitli uud watehes, is one of his many cl.-.ims for rank almost oi.

a livel with .\dRm Smith. He K»<'-^ "n *" "'i'* discussion of Iliitch shipl)uildin!'

!is oiutoppini; all other tliinL's " perfi)imed by the labour of man." For some

similar facts relating to Venice see II. iirowu, V<-nitinn liipublic, ch. xi.

thi

and

!
.; y

•I

i I-

m I
:f
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p. II, 3, cities: iind s<> it was alxivr all in F{i>llan<l, li'aditii,' the

in this aisii tor Kiii,'laiiil. Thus financial fiuMilty \v;;s i\

by tlu' l.vrgc hanillinj; ot niat«'rial gnods : and. as I'mt

Soniltart.'s stiidv ••(" The Jews iind Mmh'ni ('<ii)itiillsia has si;

thf ])nscncf of an adc(jiiatc inafi rial liasis i'-'V finance aitr;

tfic faculty by which lii^di i^ains tni^'ht. he nai'cd on that li;i

He claims imlccff tliat the rise uf alinnst every itiiju.

centre of" financial activity can ])e traced to the ailveiit i.t'.l

who fi;ene! lly came from at'ai-, and not e\i-n from lani|>

similar customs, laii^uai,'e or climate; and this accntti

tlc'ir oi'ii^rinal tendrncy to re^^ard as stranj^'ers those, wh,,

not of their own race, and to he ictrarded hy tlieni wiih

trust. And he accumulates evidetice that icli;;ious peiseci

moulded the international distribution of ecouuinic stn

as much throuj^h the forced mitfrations of the Jew, .as thn

the forced tuitfratioiiH of skilled artisans. Whether his [«>

be fully established by further investieation or not, it s(

certain that the superior mobility f>f financial ahility

resource nnist be allowc<l credit for a larj^er share in ijever

the mobility of industry in the middle stages of its drv:

nient, than has been (rciuTally givi'U to it'.

' fit' Hi'eins iiiilwd to liave iiiidci rated tlic dillieiilty of d('<iJin(.' wh

two coiiteiniicirury uiid ullii'il uiuvciiieiits <tx..'itt'd l\\v 'A v\U>T iiilluincc ii

motiii^; till- etluT. Hi' sliows coiivin(;in(;l,v tliat plac's wliicli cxpclliil llit

bccftiiip poor; and tliiit plactw which attraetcd tlicm licfiiriio licli. f

is til be reiDcmbered that, if a town wa."! faihn)» in ecoiintiiic sirctiK

nicrcliant.s niiKlit prolialily regard the eomjiotition of Jewish rivals as a

cause of its inipoverisliineiit an 1 clamour for their expii'sion ; aiiJ tin

cclerHte a decline which had deeper causes. A'.'ain, tlie ex|j>'Il.il .tew
i

knowledge of the economic conditions of vaiious places wiis ev. ii iiiori'

t

tional then than it is no.v) would be likely to njc^ve to thusc places whic

hiyh ami lart,'e financial eai'aliilities ; while they deriveil part of tbeir sir

from that very liberality of spirit of which tlieir liospiiality to tlie .tcw^ w

etidence. The strong brains of the .lews fitted theiu for many tasks; liu'

good part in several inilu^tries and in colonization. No other race h.is

tained vigniir of intellect and charact<'r duiin},' so many eeiitutii ~.

Iloscher, Die Judi'ti im Mittehiltt'r, hetidchtet vom Stiinilpiinkti' ihr ull'ift

Hiindelnpolitik, 1875 (reprinted in hia Aiisirhteii}, makes an instrmtivi' -

of the many "old" peoples, who have rendered similar service.- (iuiiiiK »1

periods indeed) for successive growths of new peoples.



LISTS THKEE STAfiEM OF KroNOMK' r)KVEI,OI'MENT mi

Ml ij'ivrrimi:,'

its (IrVcluri-

ociilinu wliich of

iiiliu'iici' in iT'j-

'xpilliil llie I-w-

10 rich. Bi;t i!

luic sirt'iiKtii il-

rivuis as a ciiirt

11 ; iiiiil tlius ac

Wr'l .Ipw>1 iwriotf

cV' n more txcep-

pliicrs which biJ

(if their ^itrt-nK';:!

tliL' .Tcw< wa> :in

tasks; thij' tout

r riU'i' h:is m:i!n-

ci'nturii-. A'.J

ih r iilhii'nu-!''f'

istriictivi' siirv.'V

.- (.iuiiiis; sliiTitr

4. ft i'm friif thnt rvminmir tli ninpmnit /ttixKCM grnrrnl/i/ u-p. b. i

titriiiitjh thnr HtdiftM, in tin /<ixf nf irhirh lutniti/iirtnrr

prii/imiitiafi'M: hiil Linfn asMiitn/tfioit that nnnntfUrftirr Im

uiri itnttrih/ nn/tnlof A* otiirr 'tuiiiKtrli'M m nun tn iiiiHtnkT

iici'iihiitttlx for cHxiiitinh.

\Vh.

1(1 lire

liillstri this Mtll^c Ml the milllslllal cviilutlull lit lllr Wiirid

iilmiist j)t'rt'i'''tr(l. 11 serf iiiisf tci tell its stiiry with

tiip'r. List was not altiiijithcf a kimlly liisturiun, rsjH'ciiilly

on and

til"' wuild passccl tidiii its

;,fards Kn<;liiiid. lint liis stun was full ciC sutjt^cstixs !

Inuiiatic iiiti St. It t'lld hi

d tiiiinhiu'Val tu lis iiiiidiTii jiliasc in i rnniiiniis, am

xttrit in |iiihtics, by lln' cxiiansinii nt' ideas, .smtinifnts and

iiiithiids (if act inn, whicli had jiii'vinusK' lucn uiiahh' to cxjiatid

lu'V'ind thi' limits ut' tnwn l{. lluWi'd llnwI h the MflCMIltili

(iir, as hi' ])tifciri'd to call if, the" Industrial") system, liy which

the transitinn fioni cciUKiniic iiH'diacv.ilisia tu niudcriiisni liad

H'rll tVcctcd, had had fui' its aim to carrv uvcr tlicsi,' ideas.

sriifituents and niethuds fmm the life uf tuwns tu that of wh<

niitmns

;

ani 1 th us tu create an ai'ricultur.al-cummercial-

iii.iiuifactiirinfj state like a city which spreads itself over a

whole kini,'dom, or a cuiintry district raisi'd up to be a city."

ght;He wa.s a broad-minded man, tull of knowled and insi

llIK 1 economic history will for ever owe him a great debt. Many of

his most important teachine;s .ire a.s.soeiated with h is w ll-known

(I'iCtrun that

sMiiwn th

economic de\clu])ment in the p.ist has generally

That doctrine, takenciearlv maikeil stages.

Dn.aijlv, appears t( illl-elV established ; but its full

interpretation presents several ditficulties.

Ill List's first stage the people ai'e not ready for the "higher"

ti'niis of industry; they buy manufactured goods with raw

pri^iliiils, and are strengthene(l and ediic.ite<l by theii- purchases.

In the second they aie ready for tiie simpler forms of manu-

tiicfiuing in(lu.-<tiy : and, by resuhitely practising these, they can

c'linate themselves fur more ilitficult work. If they do this,

predominates

:

tii'v reach the third sta^ ihich manufacture

^inil they have some share of industrial leadei'ship.

On this basis he founded his gi-eat pract'"al precept that in

the tirst stage coinmcrcia! intercourse with more advanced nations

should be welcomed without stint, for the sake of its educative

:

'; i?;

i' . *
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»i'r. n, 4. inriiicru'c ; and Ih'ciiuw it MujiplicN f hr inachitH'iy itr'. iiiiil,

tiirtluT advaiUT : in tlir sccuiid Nta^c thi' im.Hroiil mamitactii

iiidiiMtrits lit ihi' romiiry should 1m- timtcicd \>y iiii|i<pri iluin

thiiijjs, which tht-y art- bcf^iiiniii^ to he ahlr to niakf , ami u

third sta^i' I'lott'ctioti, having done its work, Nhoiild di-iapi

It is wt'll known that the wisdom of each cliiiisc of t'lis |ii(

has hcfii (jucstiont'tl from scvcriil diHt-rcnt points ot \i> w;

that thtMf is no gcntTal affn-fiiicnt as to thf point a! whir

• k-signi'd to diivw the lin.- bi'twfcn the sfoond and tin i

stage. Hilt tlu'sc niattfrs, though ini[)ortant, ar<' not t,.

imiucdiatt' purpose. Our spi'tiai eoiuTrri now i^ wiih I

suggestion that the .second stage of a country's industiii

hiylier than the Hist, and the third lii(jlier than tli.' m(

in proportion xs manufactures takt' an increasingly ['ruini

place among them.

To begin with, Ktues ( 1S.")8) pointeil out that Li>tV acr

ni'cded to lie supplemented hy the obsei'vation thai

sticcessive industrial stages of ditVerent nations slmu

increasing tendency to ".synchronize": tor l)a<kwanl iia

can, !)} aid of modern developments of the means of intrivn

aksorh advanced imhistrial ideas and methods with a ra]!

that was imjxi.ssible in the ages to which List iiail .-[hc

directed his attention. Hut wh<'n Knies wrote, the timr

not yet come for disce-rning that the character and iMiiili

of industrial leadership are liable to gn-at moditicatidii:

conse<pience of changes in the relative ranks of ditfi irnt

of industrial work.

In t!ie middle of liust century it was still reasonable tn i

of agricullui'i' and mining as necessarily characteristic ul

lower stages of indu.stry, and of manufactures as coiiiiil

pos.sessed of the higher. Hut developments which had

roots in mechanical inventions of the eighteenth ciiittirv,

grown at .m ever increasing rate throughout the ruiiitii

Semi-automatic machines havi' taken on theiiis.lvr- ^m

the res|»onsibilities which used to weigh heavily "ti artisii

the larger staple manufactures; and they have lessern d i

r)thers. Thus not a few of those manufactures which

imjiressed men's imaginations when List wrote, !ia\e imw

their right to be ranke<l among the highi-r industries; i
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ir matter; but it may diminish his power n*' r himse!
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APPENDIX C^

ENGLAND'S EARLY INDUSTRY AND TRADE

App. r, 1. L On'f/ins of the cuertjiei*, irliich were nithnnfeh/ tnrh

to accoimf in Etujland's itnlu»fry and trade.

Even in the present age, wlu'ii tnivulling is cisy and s

and strangiTS are hospitably receiviMl almost evcrywlnTc, tlv

who .seek their fortunes in a far country are generally sturdi

bolder, and more energetic than the comrades and relati\

whom they leave behind : and this rule was almost niiiversal

the early ages oi' violence, when the swonl, the spear, and I

arrow were the only {Kissports to new lands. Kngland v

peopled by successive hordes of immigrant warriors: ai

whatever may be the rule in the modern age of machine gu

the bravest were the most likely to survive in the days of ha

to hand conflict. Her jH'ople therefore had an exceptionn

Iarg(! share of the solid qualities by which men have wnii th

chief victories in difficult industries.

The energy thus imported was sustained by their pnijili

fcion for ojM-n air rural life. England's climate is UMist a

even .sometimes melancholy: but it is almost free alikr tb

oppre.ssive heats and long continued frosts, when nutdi

occupations are scanty anil difficult: ami the relatively ri

growths of winter grass, which were offered in farm land a

forest, enabli'd the people to indulge their liking for aniii

food in a ilegree which was rare in fiiily well popidat

countries: roots and othi'r crops for wintei' consumption \vi

still unknown.

Conditions were favourable als'> to a good supply of slmi

ceri'al food, much of which was indeeil taken in tlic tuna

XV\v.iidii ;.itL-a -.Titr. pp. .

.<^-^.;
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a drink which was midway between mild ale and grain steej)ed .ut. c, 1.

in water. Also an exceptionally large part of the [K)pulation

lived sufficiently near to the open country to have opportunity

for work on land, generally in their own occupation, so long

at leiust as jwpulation was scarce: and the rule, that every

artisan is an agriculturist at times, wlnle every agriculturist

does some rough work in or about the house, was even more

ircneral in England than in countries where life in cities and

large villages was more in favour.

Allot 'uT influence which food-supply exirted in early times

nil th Mi'our of the population, was seen when food had been

made scarce by failures of harvi'st or by the ferocity of

contending armies. .Maitland's great dictum, that "Agrarian

history becomes more catastrophic the further we trace it

backwards," has been supported by investigations into the evil

alliance between famines and disease. During severe famine,

rotten poisonous food, both animal and vegetable, was eagerly

devoured. Famine induced di.scast', and disea.se milit;ited

atrainst ^he strenuous cultivation of the land: in fact famines

and plagues worked more evil through the general weakness

which followed them, than through the deaths which ac-

companied them. It .seiins howt'ver to be established that

])eslilence was seldom followed in England, as it was abroad,

liy trgoti.sm, which causeil an enduring lack of nervous as well

as physical strength ; and that this immunity was largely due

to the generous foo*! of Englishmen in ordinary times'.

Listly it is to be observi'd that England's position lent but

little support to any pretension, which the king might advance,

that a strong army was necessary to defend the country against

invasion. Some of her kings were strong rulers, but their

.suvngth belonged to themsidves rather than to their position:

it did not often descend like an heirloom tu weak sueees.sors.

i- i

;! i s
'

Tiif process by whicti fndd-Mipply li:is hufii svoaiii"J in rrcfiit limes vill

lii' liisciissi.d in Appeniiix I; when some furtht-r lit;lit "ill he tlirowii on

Maitliuid's i.Tcivt .l-cliim {Domcyihiii />"..oA-, p. ;i4">). He j-'ivrM stroii}; reasons for

tliinkinK' tliat the anionnt of lanii needed to supiily oeical food for a t;iven

populatio,. was much Kr^'it" than has been Kern rally snpposed : he sngKeft-^

that "no more than one third of the arable land wa^- sown in any one year.''

and that it was neces.-ary to "face the possibility of ^'arnerin^; but six bushels

an acre. ..of which two must be retained for see.l " {tb. pp. 438 and 517—9).

1

^'1''

'%:
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f)S6 EXGLAXns EARLY INDUSTRY AND TRADE

Ai' . c, 1. No doubt the limitation of royal power was of interest en

nobles in the first instance, rather than to the common pei

but indirectly it helpt^d to maintain the sturdy in(iej)en(l(

at all events of the middle classes

—

i.e. the smaller gentry

the well-to-do yeomen and craftsmen. And further the w

of the people gained something, amid their manifold distrc

from the outdoor exercises and s})orts, which it was the xv

of the magnates to foster among their followers.

Norman rule established formal political unity throiifjl

England: but while conquerors and conquered W(>re btcoi

a single people, the very toughness of their character was can

obstinate local interests to grow up eveiywhere
; partlv im

because couunercial intercouree, e.xcept along the rivers and

sea-coast, was hindered by the lack of good roads. Encr

long remained backward in this respect : for the great miu

early times were chiefly built for strategic pui'jxtses and

forced labour; and tht' English King had no great oecasini

them, and no great power of making them. So this vital tli

of national economic unity was neglected'.

Thus England lacked concentration : her people alwavsu

use of the estuary of the Thames, of the marshy network utri

of the East coast, and of the small harbours of the South ci

But they left nearly all the larger affairs of their own sea

Italians and to E;isterlings. They received from t'ureig

high-class goods and services ; and in return they gave ci

wool and skins and minerals, which thej- had received frnm

bounty of Natiu'e. The foreignei-s, who carried t he tradr, hrm

revenue to the king, but were not loved by his siil)]!

Further to increase his reventu', and to educate his people

favoured the settlenu'nt of foreign iulisans among tluin: t

were not much better loved than the foreign traders, Imt

educative policy was truly constructive.

The loyal |i(>wer could protect foreign artisans in Hiigl

fairly well : but it was not ready for the Iarg<T ami cosi

task of pi'otecting English tratU'rs in distant lands. S'

' H(it;ers lii'lJ that dming the Middle .\g('S. though the local roads wire

thu old lioiimii ioa<i« wore kept iu good repair. Hut tliis is doubtlul.

iJciitoii, Emihiiui iu till' Fhtei'iith Crutury, pp. 171— 1S2 : and CunninKl

niiiu'iii III Kiiijiinii Iiiiiiislnj iiiiii Ciimmerie, ii. § 130.

1^ ?VS,,-^-. ,»«aV-.;f^*=i )vS
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start indeed was made with the Coinpanj- of the Staple, tmding app. c, 1.

under direct royal authority. But the chief extensions of

national tnwle were intrusted to private companies; who received

more or less of a monopoly, direct or indirect, to recompense

their private outlay on behalf of the order and security of trade,

at first with England's near neighbours, and afterwards with all

the four Continents. The privileged companies provided a

fairly thorough substitute for a national trade policy; and they

fostered the growing rush of the strong Noi'se bloofl into

maritime adventures, which were ultimately to plant the English

race firmly in a great number of the richest districts and the

kst p)rts of North America and Asia.

While English mei-chants were slowly feeling their way to

liberating the trade of their country from dependence on foreign

capital and enterprise, internal trade was in process of being

developed in spite of the lack of adequate roads. As now-a-

(lays good roads are the feeders of railways ; so rough roads and

pickhorse tracks fed innunu'rable waterways, small and large.

Only a small part of the total area of tue country was very far

removed from water that would carry a boat or shallow barge,

and that small part of the country was thinly populated

:

nearly all considerable towns, and even important villages,

monasteries etc. were situated near deep water'.

Crude metals, and mill stones, jvnd other heavy things, for

which the demand was urgent, would go round almost any

distance; by water, in order to avoid a long land journey : and

even at a relatively late date, the monstrous bulk of the crop

of hops grown in the South-east of England came partly by

water to the international Stourbridge Fair near Canibridge,

wlicnce they went by water in all directions. Wheat and other

inains Would seldom bear the expense of a long journey by land

;

lliough a few other rather bulky things, .'uch as salt-fish, would

on oecision force their way nearly everywhere-.

Wool was the only thing of first commercial importance that

' Tu'.vus now remote from the eoaal aii' dKscribeJ us |i(ii t« by the chroniclers

;

find BUch lown.s as York and Doncastor " exercised the right of sliarinf! in

wrecks at sea, as thonwli thej- stood on the sea-board " (Dentou, I.e. p. 183).
'' An interesting contemporary map of Stourbridge Fair is reproduced by

til

V -I t

V ;i4

•
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&f^^'

Aj-p. c, 1. went in evrry direction, taking no refusal : and the head-wa

of nearly every stream that Mowed to an Eiistern jxirt, howi

small, received from land-cairiers wool that was on its \v;i

the Continent. Tims it pioneered the way to highly oii;iui

internal transport, just as later on it was to pioneer the wn,

highly organized industry. Coarse woollen cloth shand \

leather the chief services that portable commodities rend, in

substantial comfort. Raw wool in the early time, and m;

factured wool in a later time, were the principal lucan.

bringing into the country imjjorts of all things, and espcci

of the much coveted j)recious nutals : and it was regarded

various reasons, sound and unsound, as the main buttns

national powir in early times; while its mantitiictnn s v

a main embodiment of industrial prowess in the bcginninf;

England's industrial leadership. The prominent piaci' wl

wool holds in English history is not a mere episode, intmsi

to the chronicler. It is the dominant outw.ird manitestaiini

that doep-set firm n-snlve to conci'Utrate energy on tilings wl

make for solid and endin-ing residts, which is thcchii't'tniindat

of the pbice that England has won for hersidf in the worid.

It is perhaps a relatively small matti'r that weavers sha

with bakiTs the position as leaders in the formation <it cr

gilds. Bread and clothing were chief represen»'iti\,s nf

domestic commodities. Bread could not stray beyond its li

market : but division of labour in the woollen tnidc wiiil ci

in union with production for general markets, and thus wDrl

towards the development of a class oi' dealers as distiiignisi

from thi' actual maki'rs'.

Towards the end of the twelfth centuiy "two and a I

stones of Wool, " says a writer in IJSOo, when the w.hiIKm nia:

facturers weri' still predominant over all others, "would piuvh

an o.\. whereas a labourer will now earn the value ot a stum

wool in a week. At that time it would re(juirt sixty d;

!so that joor sheep w.alks were as valuable ius the best lain

During the tbllowirig century England had bi'coiiu' f lirly |)i

JK-Tous, in spite of civil troubles; but hvv cloth seldom temp

' .\slilpy, Ecimnmic History, i. p. I!t2.

^ Whitaker, Ilinlory of Craven, ([uotcd by .lamef, Ilixtorii <;/' '/it' «'

r

viatiujdcturi in hinjlami, ioj7, p. li.
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a foreign buyer, und she exported niw produce only. Eiirly in

the fourteenth the strong hand of Eklward III set on foot such

large schools of skilled foreign artisans, that she began to be

able U) sell coarse stuff's abroad, though still flefjendent on
iraportiition for all fine stuffs. This was the turning point: but

several more centuries passed before the best handling of her

own wool was in her own workshops.

The foreign artisans thus imported, as well iis those who in

later times sought England as a refuge from persecution, were
drawn from many p;irts of Europe ; and eiich group tended to

.set up that particular sort of woollen or worsted fabric for

which its own home was noted. There soon appeared an
iuftonishiiig variety of manufacturing proces.ses, each of which
belonged to one or two localities: and thus the great fiiirs

were—like modem Exhibitions—.schools in which people learned

that the habits and resources of their own villages, and even
their own counties, represented but a small part of what went
on in the world.

± The demetnde of mediaeval instHutiom ami liabits

of life and action ; and the yruirth of a labourimj popula-
tion, detachedfrom specific obligations and rights, prepared
tfw way for comlitions of irhich the present dominant rela-

tions between employer and employed are the result.

During the thirteenth century and the first half of the
fourteenth, a certain impatience of the customary conditions of

tenure ami service hiul been spreading among the people'. It

would have prevailed ere long without any external aid ; but in

fact it received a mighty impetus from the destruction of a third

part of the population by the Black Death in l;U8— }). 8uch
an event would have caused a great dislocation of social and
t'cnnomic relations at any time: but, coming when it did, its

force was increased greatly in fact, and even more in appearance.
For, just as the rise of prices about 1870 set the agricultural

labourers on improving their position by migrating to the

Tlie (jreat va'iety, complpxity, amUiRuitv and chaiiKffulness of these
conditions, iiiid the narrow limitations of present knowledge with regard to
them, huve Uen wt out by Maitlaud and Professor VinoK'radoff; hm e.g.
tlie suinmiiries in Vomefday Hook, pp. 00 -til ; and ViUainaae in Knaland,
I'p. '2:^0 and ;il2.

Al'P. c, 2.

I :

ii

M. I. T. 44
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App. 0, a. towns; so the feeling of power which the villeins derived

the new scarcity of labour set them to surrender their ho!

and purchase licences to live within the walls of the city'.

The immediate effect of the Black Death was of coii

create a scarcity of labour relatively to land, and of

labour and produce relatively to the stock of money : tha

raise the price of produce, and therefore the money

needed to yield the accustomed food etc. to labour, at the

time that it raised the amount of produce which il

worth the while of the superior holders of land to gi'

labour. But they could not realize the situation, or jk:

they refused to realize it : they endeavoured violently to

back labour to a position worse than that which it had

before the Black Death ; and their shortsighted selti^h ci

accelerated that break up of the structure of society,

thev were anxious to sustain. It was oixlered that evoi

who could not show a satisfactory occupation in the coi

and had not already found footing in an urban indu'^^^ry, s

be compelled to work at the money wages which

"accustomed to be taken" in the neighbourhood in whi

used to serve two years before the Black Death—a rult

c)uld not be enforced strictly, but yet was a potent ;

oppression : and tbat in turn strengthened the spirit of ro

If a labourer migrated in search of other emj)loyinont 1

liable to be arrested, to be put in the stocks, and ultiiuat

be branded with a hot iron : and the enforcement of thi

' U. E. rrothcro Kiiglinh Farmiwi, ch. n. "The brcuk up of the .M

and ch. Iii. " Farming for profit," sets out the whole position very clearl

The disarrangement of social relations caused by the lilack Death

violent as to arrest general attention
;
just as when a great river in I

China changes its course, the destruction of all land marks, over wl

torrents have swept on the way to their final bed. completely destrovstora

traditional customs. New customary rights grow up in a few short geiiii

and in a few more tluy are thought to iiave descended from time immei

the great deluge remains as an epoch in the history of the learned, wl

incessant minor calamities, which have made plasticity and ninbililv tl

enduring features of custom, are but little considered. "'Just liefcue t

break of the Hlack l)(ath, tlie wages of agiicultural liibour were excep

high;... the rise was due to earlier pestilence": and in the followiiis

"twenty outbreaks of plague have been recorded" (Denton, pp. '21H ai

In fact the Ulack Death "fell in the middle of a period of soeiai com

and only gave a more radical character to its later half" (Stetfen, Get

dtr engliKchen Lohnarheiter, p. 310).
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was entirely in the hands of those in whose interests it was app. c. 3.

ordained. Such discipline tended to drive the rural labourers,

now defiant with a nascent consciousness of power, away from
agriculture. Authority, urged on by the landowners, decreed in

vain that every boy and girl who had served up to the age? of

twelve at the plough or cart should abide ever at the same
labour: and later on it added that no country man other than
a freeholder of 20s. might apprentict^ his son to an industry.

The latter rule was more easily enforced than the former; and,

in consecjuence, the woollen and other industries sought rural

districts where fonnal apprenticeships could be avoided. A
little later the towns felt symptoms of decay, for which their

own naiTow regulations had prepared the way : and they had to

petition for leave to draw apprentices from outside'.

The reconstruction of social and economic order moved
forward without any reversal, though not without some checks.

The ebullitions of 1381 and 1450 (the Peasants' Revolt and
Jack Cade's rebellion) indicated much, but effected little. Mean-
while however a steadily expanding freedom of thought was
rt'intorcing fn.'edom of action : the Lollards protested against

the manner in which the monasteries discharged their steward-

ships for the poor; and their criticisms cut deep into the

foundations of all authoiity that seemed in conflict with reason.

' This was nearly the last phase of the many clianwa which the Craft Gilds
tiad undergone since they had Bupersede 1 the earlier .Meiohant Gilds. It seems
doubtful whether there ever was a time at which all those who assisted in the
work ot a craft had a reasonable prospect of attaining full merabership ; and it is

known that great distinctions of wealth gradually showed themselves within a
gild, and between gilds ; and that members of " yeomen gilds,'' set up by journey-
men, were of lower status than those of full craft gilds. The decay of many
towns in the fifteenth and sixteenth centuries is attributable to the seltishnes<
of the gilds, their inability to adapt themselves to changing conditions, and
tlieir general nusmanagement. See Uiiwin, IiidmtnnI orj/.tnizulion in the
sixteenth iii.d iseventeenlh centurieg. Introduction and chs. i, ii ; Ashley, I.e.

lb. II
; Cunningham, I.e. pp. 230—353, 441—147; and 14.->-52.5; and Webb,

ni^tnrij of Tnidi' Unionism, ch. i, es|)ecially pp. 3.5—38
; also the chapter on

•• the control ot industry '' in Salzmanu's KwjUsh Indimtries of the Middh.'
igrs. There is some interest in ii comparison of this history with that, which
IJr Clapham shows {Kconomieg Joiinuil. June, 1910) to be the true explanation
ot the decay of the Norfolk worsted industry from about 1H30. He proves
tiiiit the lack of water power and that of cheap coiil were by no means the
only factors. A third commensurate with them was the violence and corruption
wliich marked the resistance of the old highly-concentrated forces both of em-
liloyeiH and employed to the technical changes denimided by the new era.

44—2 ¥:
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App. c,

;

ateS?^v«-

The extravagance, made fashionable by Edwan! IV, hiiM

the sale of landed properties to men, who regarded land

source of revenue to the neglect of its amenities. Thi- s

hand and parsimonious habits of Henry VII made for

steiuly work: but his frugality was rendered odious hi

uethods which his ministers adopted for filling his c

And the dashing extravagance of Henry VIII, being back

an unprecedented accumulation of treasure, set going a d;

of wealth, which inevitably made for p)verty ; even tl

industry and trade were flourishing, and knowledge wiw

increased by leaps and bounds through the Revival of Lcai

Thus " rogues and vagabonds " did not wait for the Ref

tion and the diasolutiun of the monasteries, but pli

Henry VIII while he was still a faithful follower of th

religion. In Eliavbeth's reign, thi; most skilful, thriftj

energetic artisjins from many parts of the Continent en

into England. Some of them brought a good deal of capi

rather command over capital in the fonn of various docui

which the age was getting to use freely. But evin

impfirtant additions to the real wealth of the country

artisans, who could teach something that Englishmen di

know, and had good ciuise for wishing to know : one of

might easily be of more commercial value to the country

a draft on a foreign banker for money equivalent to s(

himdred pounds. And yet .so grievous were the "grc

pains" of the social body in transition, in -spite of the vehe

remedies prescribed by the unskilled political practitioiu

the age, that vagabondage was still rampjxnt ; and all i

continued to fall, if we can trust the doubtful indicatio

statistical records'.

Steflen, Oeschichtr der englinehen Lohnarbeiter, has analysed th« his

wages in England, niakiui; careful use of the data compiled by Kofe

others ; anil his chief results, bo fur as relevant to our present purpose, i

summarized thus:—He takes as representatives the amounts of whea

a carpenter's aud an agricultural labourer's lay's wages would severall;

and he further shows that no great dilTereuce in the results (so far

j)eriod under view is concerned) would htve been made if the standard

had been taken to consist of wheat and meat in proportions by weijilit of

five to one. Wages thus reckoned appear to have been rising considerab

before the Clack Death : they made a great jump upwalds in the n.-

century, in spite of a rapid iucreasii in the population : they continue!

mi
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3. FurtJwr preparation for modern relations betwern app. <-, 3.

capiUtl and the various orders of the induntrinl jtopidntion.

The constructive work 0/ early trading monopolies.

Tho total quantity of iTiovable wraith rutiuired to sustain

the new niethfj<ls of industry was not very j,Teat : it attracted

upward movement durin;; the fifteenth century, thoURh at a slower rate, tlie

(rrowth of population being relatively tlow; they fell generally durioK the

sixteenth century, rising indeed a little during the larly yearn of Eli/.uheth'g

reign, but falling rapidly towards it« end; tht- iucreaHO of population meanwhile

becominp a little more rapid. They m em to have r('a<'lied their lowest point

early in the seventeenth century (in the reign of James I) : and thence to have

risen slightly in the case of agricultural labour, but fast in the ease of carpenter's

labour, till the middle of the eighteenth century; beyond which we need not go

at present.

but in all this there is a large element of conjecture. No near approach to

accurate estimates in regard to the purchasing p.iwer of wages even in our

own time is attainable: and of the numerous ipiestions, which arise in regard

to early entries relating to wages, only a very few can be answered even approxi-

mately. For instance the representative wages quoted above are necessarily

tbose of men who work by the day ; because the allowance in kind to those

permanently employed varied much, and cannot be traced. The high wages

during the fifteenth century, shown in Kogers' tables, have contributed to the

erroneous notion that it was the golden age of English labour. But Denton

[I.e. p. 214) seems to have established—though the matter is not wholly free

from controversy—that the day labourers could not look for employment for

more than three days on the average. They may indeed in some cases have

occupied land on which they could use their free time; but the evidence on this

matter, as well as in regard to the benefits which they could gi.'t from conimoD

land, is so vague as to be almost without statistical value. Modern experience

of large common land in some parts of the Continent suggests that its chief

benefit accrues practically to those who are well to do, and can supply some

buy (or other fodder) to eke out the scanty winter growth.

Acain tbe price of English wheat is governed now by that of imported

wheat ; and therefore it is generally low after a wet summer, in spite of modern

facilities for curing damaged grain ; but much of that wheat for which the labourer

bad to pay the highest price after incessant rains, was such as would not

be marketed at all to-day. We do aot know how far this evil extended ; nor do

we know how much allowance must lie made for the fact tliat the coins in

ciimmon use were habitually clipi>ed and sweated : the coin was counted out to

the labourer; but it was geuerally weighed to the wholesale seller of grain.

Agaiu tbe silver, even in new coins, was always being lessened to the detriment

of the working-man : it had been about halved in the four and ii half ceuturies

which followed the Norman Comiuest ; and Henry VIII and his children took

quickly a third of what remained.

If tbe comparison between present and earlier times i? carried further,

account must be taken of the prices of meat and other things which are relatively

liiar now : and allowance must be made for luiiniifacturid and oriental products

uiiii f.ii It iiiuitiiude of services iind other tiling's wiiich were vciy dear oi even

inacctssible in early times.

in
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All', c, 8. iittenti.in cliieHy bfciuisi! Knjjliiml had btu'ti so sin^'ulai

provided with it during' the Middle Ajjea. For then n

every pr.Mhict that was mlapted lor the larjjer coininercf

directly from the land, and belonj^ed to men whu h:i

inclination to use their resources for any other piir|xise

the promotion of their own pleasure, jxiwer and presti^'c

were, however, perforce responsible for En},dand's first cMjiita

industry, that of mininjj; and, shortly alter the monust.iir:

ceased to pioneer the intensive capitalistic cultivation of

the landed gentry began to take up their task. The shi]

industry was fir more gree<ly of free capital than atiy otlu

(juite recent times: it absorbed a go(Hl jKirt of the little

was to be had in the fourteenth and fifteenth centuries,

long the great merchants became the chief financiers of Hrij^

in an even more markt'd manner than they had of i

countries; partly jKrhaps because Edward I had exp<ll.'(

Jews, just when England's commerce was beginning to lej

own life.

When an able financier, whetht-r Ji-w or (Jentile, had

found a footing, his resources were likely to grow bv

and bounds, so long as he and his heii-s maintained

ability and their liking for financial pursuits; unless ir;

their careers were cut short by violence, or ]iowert'n! de

repudiated some large debts. For the habiliuil rates of iia

corresponded to the impatience and lack of arithmetical ta

of rich men and moii.irehs, who were not accust(jUHil t

thwarted, and had no turn for accounts'.

' It lins bet'ii sii;;^;estril that thp sudden Rrowth of K'out f irtnno? ir

timid is hard to be explainotl in view of the small Rmount of cipital cmplo

inihistry and trade, except on the supposition that llie ordinary rate nf

in buKiness wii« extnivaK'antiy IukH. Km perhaps insiiftieieiit aeooiint Im

taken of the fms.Iily of early raerclinnts and financiers until thcv ha 1 h

wealthy; and Huain "f the ni.irvels of rni'i.l necnmulati.-n at a lii^-h riifc

profits. Suppose that merchants, father and son, conducteil n htisiness

such unbroken fru}»ality, ability and pood fortune as to net t'-n per cc

annual profits, in excess of all their jwrsonal and domestic expenwc, c

averaiie in ep.ch of sixty vears : their capital would then have been incira^cJ

hundred fold. And inter) st on loans has even priater marvels; bocau;

hasty and sanguine borrower often accepts a loan for a short period, shv

months, at say five per cent. This would accunuilato at compound iutii

three times it.s original value in six years if no payment were made uieam

and would be multiplied eighty fold in twenty-four years : at five per
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The «ituiitit>ii HUM a littli" cliiiii^'ud by ^jitiit iimrtality iiiiuni^f Arr. c 3.

thi' nobility ami hi^'ht-r j,'ftitry in the rinal «t iujjkI^'s " ^'i'"

Roses. rht> Tudors and tlu- Stuarts tilled thf vacancies in

ii L'reat measure from the ranks of rich traders: thus we read

that trade is nut "practised by the iiol)ility of the Kin^jdom iw

it is in other states from the father to the sun thruu^^hout

their generations... the son beinj; left rich .scoriietii the profession

iif his father, conceiving more honour to be a ^'eptleman'." And

atmin those who draw income from lami an; apt to "consider

trade as no otherwist' necessary in a nation than to supjMirt

younger brothera, and are ready to thrust all public taxi-s ujH)n

trade that they may ease the land-." h\ all this the cultivation

of the laud gained a little ; but industries and the common

wovUi lost much. There was however .some comp<nsation in

the tardy growth of jMJwerful companiis (or connuercial atid

industrial enterprise : for these enabled rich men, who did not

desire to take an activi' part in business, to supply it with some

of their capital and draw good returns from it'.

The most prominent English trading conijtaiiy in the Middle

Ages was not a Joint Stock Company but a lie'jnhited Compiuiy

:

that of the Merchant Adveiitunrs. It w;is in their sup|)ort

that Biicon wrote to James I : "Trading in companies is most

agreeable to the English nature, which wanteth that same

II iiioiitl\, II rate at whicli sonic ppoplo liorniw now, a dc'it of £1 \\o\M brconie

tlKH) if ftllowed to accinnulate (or eiK'tit years. K.-.v people rellect on suob

arilhiiittical resultH; but the profi^Hsional lend.i- has always known them.

' Muii, Tre.iKiirf i>f Ti.tfichf puhlishiJ in ItJOt {hut wiitteu a gooil iluil

cirhtTi, p. 5 of MoCulloi'U's edition.

- liriuinnitt I.niiiiiwii.^, IfiHO, p. H of McCnlloeli's edition. The observatiortn

on "tlie new nobility" in bomhirt's Linus iiml Kuiiit'itismnn, pp. 10 -'24,

cuntalii ui'.ith >iMiilar matter iji riKaril to KiigUnd and Fr.,'iee.

'
I'rof.'Hsor W. I!. Scott has written tlie history of Jniul S:m-k Comp'iiii.'f

1,1 IT-.'O with notable thorondinoss. It may be oiiserved that a few .Joint Stock

companies connected with the water supp'.y, the drainiiiK of land, and li^iiintJ

uiipiiu..] latlier early; and a few nianufaetiirinK coiiip'ini.s in Scotland were

founded between l»H!o and lt',9o. I'.ut ItiflO may be taken as the l>epinniii'^ of

the modern .Joint Stock era for nio.-t purposes. KoK'ers' study of Th-' first

Hill,' ;,,;irA of thf Iliitik vj Ewitiwil has mailc clear the peculiar conditions of

credit at the end of tlie seventeenth century ; and the dia^'ram in which I'rof.

Sc'itt (I.e. vol. Ill) sets out the dailv variations in j'rice fro?u May to September

iT^t) ftr the South Hra Company, the Ks-t lTi'?i;» r;;r,ipi.ny and the Bank of

Enj-land makes a vivid presentation of marvellous events.

I 'i-f.i

'{M ;|
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Afp. c, 8. goncnil view uf ii npuhlic which nininth in th<' Diitil

Hcrvcth thoiii in.stfiul ut ji conipaiiy'."

A Ri>f(ulaU'<l iMiiiipuiiy wuh mi aHMociatiori uf m.r Iiaiits

of whom miiiiiij,'t'(l hix IjiiMiinns in his nwn fiwhinn, siiliji

the j^cncral rciyulaliuns of the cmipuiiy atiii to his |i;iviii,

a certain contiibiitiun to a cominon |iursi-. Kioni iIim

wiTf \Mul tho cxju'iisi's of ticffncr, of ' factories" {i.e. t,,|

tradiiit,' stations), aniliassadors ; ati<l Mich otli. r ev|,,.||s

l)el((n>;i'(l to the track' as a whole, rather than to the Im

of any imlividual.

The ^^erchant Adventurers earned the j^iatitiulr ,>

country by thi' coiira>,'e and ahility with which they h.wn

great part of her trade with the Continent diirin<' x

centuries: hut, when the larger prohj.ins of trade with Asij

Anii'rica calli'il for bold expemliture, they wfie hamiHri

lack of coherence and by that tenuity of eoninion i)iiisi. \

were inherent in their constitution. They suffered, as .ill

institutions did, from the drow.siness of old ai'e, fimu v

there was no alert public criticism to awaken them. Hcjrn

companies thus gradually yieldid place to those <iii ,

Stock: they were in fact the profluct of transitional cir

stances.

The giiiieral principle of Joint Stock as.sociation, es|)t(

in maritime enterprise, belongs to the Ancient World; ai

has remained withoiii great change to the present time.

the early English Joint Stock Trading Comjxinies, iiki

Regulated, recjuired and obtaine<l exclusive privileges, in enl

recompen.se them for their great outlays: and thi-y l"i'aiii(

chief gyardian^ of the country's trade with other eontitu

until the time was ripe for Governments so to take over thu

for security on land and sea, that even small men ami s

companies might trade at their ease. Their dischari,'e of

trust Wfus not without reproach, liut their worst faults

not developed till the Mercantilist jiolicy, of which tiny

' l^uotcd hv Criiik •"( i>rop,>.< of thi- .-luall |.ail wliicli tni'Iiii.- Ii> iii'livi

plfivt'il in Kiik'IiHh commcrw; eviu liitfi, as awn e-...;. in KdIhtI.-', .l/.i/i „i'i'.,i:ir

lIV.iH: Ijiit ill fact even wealthy Holland institute.l compiinie^, wIk.w uim

pursy luiK'ht defray the outlay ni'edeJ liy distant trade for iofeiicf and
^^' '••• *'"i~. wt ....„— -t.rO:i;^ iiirit;n:ir:l-! i:i:t'.' uavL' I'XCTi:, ... ; i;:;;:v; ;i:ri;:

ratimbera of ;i Joint St;>ck, aaii stiil moro i.s niombers of a He<'iiiatei Conn

^^•v;-.-.-
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,
Hiink into li corrupt iiml itiopt ol<l age ; tv* »ip. c, s.

THE r.KOWTII OK I.AKUE MOBILE I'AIMTAI.S

bt-en chief unmtiu'

wi II be noted lator on.

In short, such exehwivc triiil nitr WHS in itM oritrni " eoti-

im liletl the greiit coniiHiiiii's tu jM-rfonnrttnictive ; snice

giK'h lar^fe work ior me niiiinn. hm woiiiu m nirii eiiame une

mition !if* 11 whole to aehievi' yet lurg*''' work. The tii.sk .set

them culle<l for eoiinige unil |iru<leiHM', for liirge jiower ef

orjfani/fiti'Hi, and administrative .skill. It ealled into aetivity

(iiialities that are to t)e found utily in j(reat natiniis; it

(levelo|)ed them, and made the nation greater.

It is true that the mniunKilie.s eaused Kngland's eommerce

t() he divided up inti» distinct eomjiartnieiits ; liut the partitions

gpuliially tli.siipjK;ared : and there was left a world trade so

breiid in its .scojh", so unified in its central relations, and so large

in its volume, when judged by the standards of that .ige, that it

would have made; an epoch in history, even if it had not inci-

dentally founded the Briti.sh Empire.

Meanwhile there were other industries, much smaller in the

a)?greg!ite than agriculture, and giving much less scope for large

individual capitals than maritime trade, which were in some

•sense capitali.stic even at an early stage. The miller, whether

he used wind or water jK)wer, needed an exjx'iisive plant: his

pisition hel^H-'d him to mercantile transactions of considerable

w.'(ipe: and he did not always rise above the' temptation to usurious

dealings with pnKlucers of grain and ccnsiuners of flour. Refer-

ence has already been made to the i^arly sinking of capital in the

.search for minerals. But, excejit for copper and other valuable

ores, mines could not be carried far down : for there exi.st.ed no

adecjtiate appliances for pumping nut the water: and therefore,

though the English coal industry becami' im])ortant in the

sixteenth century, it offered no special attractions to very large

capitals. And in the seventeenth century several imjjorted

iiiiiior inilustries were .set tip on more or less capitalistic bases.

Hut the evolution of capitalistic production is of course best

sivn in the tixtile industries, especially that of wool :
for it was

the basis of a great part of the movable wealth of the people'.

' The introductory chapter of I-evy's jl/ono/)"/;/ utid Competition ni\e* some

UL::i:;Li as t.i ^iiUu, otkll and ^^ln^^. Tri.- r*aiici.irv t u:;ie::i, 'iV:;:c;: r^i^irt:. ;t: a:,

lurge cooperative and joint xtock iinii •akiiiga, hu.^ lieen iilwuV'' lutein in the

'' i
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App. c, 4. 4. Work done in the household for the use of the In

hold f/air tniif to production, nminly in cMtagen and n

n'orkshops, of gootlx of which the tUtimate niarketiiKj

organizeil by profesgional traders.

In the early Middle Ages, the foiKl, clothing, houses

utensils were made almost exclusively of local materi.ili

local labour. And—partly because English roads nrnii

exceptionally bad till the middle of the (>ighteenth ceutiii

this old rule held in regani to a large part of the consuin]

of the rural jwpnlation, long after specialized industrii'.s

high technitjue had established themselves firmly in places

were in early touch with the greater world. According ti

old v\\\v "women spun and wove wool into coarse cloth,

hemp or nettles into linen ; men tanned their own leatli

in the winter evenings nearly everj' man took a h.iiK

making rough tools and household utensils, with the aid ut

village smith for iron work ; while " travelling car]ieii

smiths and tinkt'rs visited detached farm-houses and sin

villages at rare intervals
K"

biisineases of monastericH, amnn^; which for this purpose the colU'nos of

and CanibridRc may he reckont>d.

The various causes which enabled joint stock companies to floiui:

particular trades and industries, though pnerally only for slioit inrio<N, a

out in Schnjoller's Genchiclilliche I'.iitwickebiiiii <ie» f'ntcrnehnims. He *

how the diflicultieg of getting one set of jieuplu to confide their capitals t

permanent control of others, with whom they were not in contact, »irci"

rather than overcome. For many companies w. re only family j!roii)is; son

those of the Publicans, were also held together by common professional iiitc

Others were in effect short-lived associations for carrying out some tusk i

involved (;rcatcr capitalistic risks than were c iiveiiii nt, perhaps pissiblc, t

individmil ; the permanent companies of moderii times owe their strent;tli in

part to moral (pialities of recent >!rowtb.

' See 11. E. I'rothero, Eiiiilhlt Farmiiuj, p. 'J'.t, for details. SiiuilaronJi

of life and work nniy be observed tuduy in Tyrolese villages. Kven in sim

iu the interval between hay aitd jirain harvests, the advent of a shoiMiikc

collect all the members of a family wiio are mil on the hi^rh "alp^" In d

less skilled work of making into shoes f,ir the family the leather, that ims

from liieir own cattle and Ijeen cured in the village tan-pit.

In rural districts remniintH of hoiisehol.l indnstry were eomiiiun up t

eighteenth century. Thus in 17-J7 Laurtnce, Dull/ nnd ojici' nf » I

Stciiiird, says: -" 'Tis su|>posed that all uiut<^ rials are found, and Uid at

fi'i the workmen, (except glazier's) whieh is nuich the be.^t way, for work

sometimes are apt to impose, and use bad materials.'' Quoted by lio

llimnrij, vri. (120.

Unwin, liuluntrial unianization in tif sijttriith and tiieiitttiith cciili

\..--\J^ i.v.V?^;-* 'S. '

"i'^!^:' ijt '^'^^^V^^i.'v m^. -rnlYa.-'. .. -.V .«,
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nllct'os of Oxf.ir!

(lt(l(/l COlllt'l'i

In this stage there was a good deal of work for wages; api. c, 4.

but for a long while most of it was pei funned as service

due by serfs or by semi-free laboiir; or by free, but inferior,

holders of land to their superiors. The greater part of it may
be classed as hoiisehuld indwitry, because it was rendered in the

himes (or other premises) of the coDnuiners of the proflucts. It

is thus contrivsted with domestic industri/ in that broad sense

of the term in which it includes all thi' various arrangements

under which things were made, either for sale or under contract,

in the homes of the producers.

Domestic industry in this broad use of the term, began to

get the upper hand of household industries, except in purely

rural districts, about the thirteenth century : and its <lominance

was maintained till the eighteenth. In all its forms it offered

.scojx; for a single independent artisan ; with or without assistance

from his family : biit for the greater jwrt it made u.se of hired

labour on a small scale ; and therefore should not be contrasted,

as it has been by some wrr •>rs, with the wage system. It includes

all hi'- licraft, whether organized in tJilds or not: and it may be

regjir. iia consisting of three broad classes ; which, like nearly

all other groups of adjacent economic classes, shade into one

another by impercejitible degrees.

In the first class are tho.sc industries, which worked up l(x;al

material to meet a steady local demand for goods of customary

i|ualily. The produci-r was thus in pi-rsonal contact with those

who supplied his re(pnrements and those who bought his

pnKlucts: and he had scarcely any (jccasion for the services of

cajii' ilist traders. For his implements were inexpensive: he

ni'eded not to hold any great stock of materials or finished

jifiHKls at any one time: and, though his outlook was narrow,

it reached to all the persons and places with whom his busine.ss

was directly concemed. All his work was within the range of

liomeh/ associations and habits of nnnd.

The second class of domestic industries made staple products

flora fiiiiiiliar materials. Some of the materials had generally

t" be obtained from afar by aid of tnulciN; and the greater

part of tlie ])roducts had to V)e sold by aid nf traders; that

|i|i. ."i,S—4, Hiiifgests that the olasB of mastors was larijily devtloppd in the latter

imrt (if the fourteenth and the earher part of tlie tiftei-nth centuries.

n

1^

I*-. ;

'
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App. c, 4, ia, by men who had larger resources and a wider connect!

than belonged to homely producers. But yet the breai

and stemliness of these industries enabled homely pnKluc

congregated in the same neighbourhoiKl, to make aim

automatically a market of their own to which traders .stwu

resorted to supply the materials and other things needed,

;

purchase the things ready for sale ; and each pHwlucer carr

the risks of his own share of the process of pnxluctiun, in

trust that, so long as the conditions of outside markets w

favourabk', traders would do his marketing for him, under

inriuence of mutual competition, on terms advantageous to h

Speaking generally this trust was justified by the event : thot

the exceptions fill a large and gloomy page in I'conomic histoi

The third class of domestic industries was that condiie

by small master producers, who supplied factories or workshi

with their plants, and were independent of external nint

in all matters of detail ; but yet manufactured to the order

capitalist " undertakers," who bore all the risk of marketing, a

often even supplied the material to be worked up. T
arrangement has already been described (above, I, iii, 5) as 1

longing to the third stage of domestic work.

To sum up the position:—when the material used \

costly; and especially when the homely producer would b
difficulty in getting the most appropriate sorts, and perhajw

tempted to mix in some inferior .sorts ; then the inorcha

who contracted to buy the product, generally supplied t

material, thus carrying his financial aid a gtxxl deal furth

' The two fuUowinc; pictures make a pair. The jrst is from a PevonsI

account of 16;J0 (quoted by Cuniiiujjliuni, I.e. ii. r,t9) :—" The gentleman fari

or huKbandnian sendH liis wool to tiie market, which ig bouRht either by

comber or tlio spiuster, and they, the next week bring it thither iik'nin in ya

wliioh the weaver bu.\8 ; and tlie market following brings it thither ufinin incK

wlitie it is Kold eitlier to the clothier (who sends it to London) or to the raerch

who (after it hii.s pas-cd the fuller's mill and sometimes the dyer'> vat) imnspc

it." The second is u statement by Gaskell {Artimnn and Mdchineri/. l»3t), p.

referring to the time when wati'r power was beginning to be aiiplie^l

spinning:— " The domestic manufacturers were scatt>Ted over thceMtiresur.';

(>i the country. Themselves cultivators, and of simple habits and iiw war

they seldom left their own homesteaiis. The yarn wl.ich they spun, ninl »h

was wanted by the weaver, was received or delivereil, as tlje case nn,.'ht !f,

a^'vnts who travelled for the wholesale houses : or depots were establi-iiii

( iiUOUiii) !lei^iii»ouiiiuo\l>, to \^ ilica Liu-y couiu iipl'I.V ill \^et-kl_y Jtcnou'.

Pi

I W^-
M-
TW- "9"



BEGINNINGS OF THE MODERN ORGANIZATION OF INDUSTRY 701

One step further was tuken, when the plant required wsvs atf. c, 4.

beginning to grow expensive ; for then it also was supplied

by the merchant. The cutlery and stveral other industries,

which spend much labour on small products made of cheap

mytfil, have always been among those in which the homely

prtKlucer could supply his own material most easily and with

the least risk to the merchant who bought his wares : but the

needs of the smith for the water driven triphammer and of the

grinder for the water driven wheel, started the plan under

which a capitalist let out space and power in a largo building

to individual artisjins and other homely pr<»ducers; "homely"

because their resources and outlook were narrow, though they

no longer worked in their own homes, and were not literally

"domestic" workers'. And there were yet two other motives

which sometimes induced the capitalist to collect a number of

workers into a single large building, supply them with plant

and material, and pfiy them either by wage or on small con-

tracts. One was the advantage of keeping the whole of some

valuable mattTials under his own eye, so iis to secure that

nothing was pilfered or badly handled : the other motive

operated in the case of new industries, especially such iis were

imported from Iti'ly or elsewhere, and needed the supervision

of foreign skilled workers^.

The transition from each of these phases to the next was

seldom made at a bound : it went generally by many little

steps; and these stejjs were not always on the sjiine lines.

Throughout all of them the prfnluction wjis, for the greater

' Tills plan is still in work, steam power taking the place of water power

:

bet possibly the cheap supply of electricity in cottages os a source of jmwer

ma)- send some of these homely producers back to their own homta ; a matter

which will appear later on to be of some social iniiiortancc.

' Thus it has been observed that in Tudor times cai>itftli9m was especially

appriipriate to exotic trades:—"The plantinj; of new trades was ii capitalist

undt'r'iikiiiv;, organized by moneyed men, who weie prepared to wait some years

for the full leturn on their outlay"; especially when, as ofttn hapix'uod then,

thpy obtained, gratis or for payment, a monopoly f<ir a cmsidfrttlile time. And
a similar tendency showed itself in a rather different form from early in the

MRliti'i nth century ; "any trade which Imd Wen constituted under the control of

large employers in its older habitat, was likely to be introduced in the same

form; and, as ca]>ital was an important factor in tlie transferring of a trade to

a new area, there was a tendency for the industry, as transplanted, to conform
t" the capitalist type." Gunnin{.'ham, I.e. pp. 7H and ;"'ls.

n

'
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APP. c, 4. part, "domestic," in that broad use of the tenn, in whic

implies merely that the making—as distinguishe*! from

marketing—can be conveniently conducted in the house or

buildings of a single independent worker or small master.

As hfis been indicated above (I, III, 5 and (!) the \

"domestic industries" has been used by various authoritic

narrow technical senses, which are inconsistent with one anot

some for instance confining it to wvses in which the small piod

works up material belonging to tnvders, while others enritii

to cases in which the material is his own : these ambii(ii

have suggested the use here of the term " homely producti

include all those whose nsources are so small and whose oiil

is so narrow, that they cannot obtain good direct acce?

general markets'.

' Prof. Biii:iK'i' pives in the H. W. der Stiifitmciiigniiichafteii, b.v. Hei

A e.ireful analysis of five main groups. The first is what has been cii!led

"lioust'hoid industry'' (he calls it "Htiuficerk or Uaunfteins"); the s

wage-work; tlie third handicraft (" //iinifuvrfc or Preitwfrk"); and the I

"tinanood woik" (" IVr/iifl or Haunimluatrie"); the fifth is factory ind

{Verhin is rendered by the translator of his Ivimtrial Evolution as "coium

work "
: but that term seems too nnrrow.)

The famous 1806 Kfport on the Woollen Manufacture (quoted by A,

I.e. II. pi>. 'I'yi -3) classes the Yorkfliire woollen system, in which tlie

masters bought tin ir own wool and sold the cloth to merchants, as "l)nni(

But I'rof. IJiicher and Held (whose Zwei lillcher znr Sncialen Oi'tc

Engliindii, 1S81, exercised a great influence in England) class it as lianJii

and confine the term "domestic" to cases in which the merchant supplies tin

to the manufacturer. That was dcme in some cases in the West of Kii{,'iand

the ISOO lie/iort regards this as akin to the Factory System, in contrast wi

"Domestic.'" Hence it may l.e concluded that "Domestic" cannot be

used as a technical term; thcugh it may perhaps be used to include all

done in their own premises by small producers, who do not att< nipt to n

their goods themselves. Dr Cunnint^ham uses it broadly {I.e. ii. 497), aud

cause against I'lof. Schmoller's proposal to exclude gild industry ironi it.

The woiil " iniinufacturir'' originally meant a man who makes with hi

liauils: but in the nineteinth century it meant a factory owner. Uro [I'hih

(i/ .Maiiu/'irtiin.i, IHtll, )'. 1) says that " m.inufacture is a word which has

to signify the reverse of us intrinsic meaning, the most iierfuct nmmifuci

that which dispenses entirely with manual labour." He howevir i;,'iior

manufactures except the texti.' . See also Held, I.e. p. .'»4'.l.
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THE ENGLISH MERCANTILISTS AND ADAM SMITH

]. Mercantilism tliffcrnl from jmlicifx nf earlier finieM, app. i>i i.

not HO mneh in general tendeneif, an in the ahilitif (val enertji/

irith irhieh it n-ttx enfareetl and in the lanjeneHx of ita xeope^.

The purjM)se of this Appendix is to lievolop suggest ions made

in the third chapter of Book I, especially at its end, to the effect

that Mercantilist [xtlicy contained a few principles applicable to

all stuges of economic evolution; together with many that were

ippropriate to the stage in which it had its origin. It is ht-re

argued that the conduct of public affairs in England in the

middle of the eighteenth century was bad, and that the {wten-

tial virtues of Governmental intervention in business were over-

shadowed by its actual vices : but that Adam Smith's doctrine,

carefully interpreted, supports its active intervention in manj'

affaii-s in an age in which it has acquired the power and the will

to g(»vern the people wisely ; and the people have ac(juired the

imwcr and the will to govern their Government with knowledge,

discretion and restraint.

Adam Smith is less open tlian many other economists to

the iharge of formulating sharji, short Ntatemiiits as to things

whieii appeared to be fixed and primary elements, but wen-

really variable comjtoinids. And yet he is [nrhaps more

responsible than anyone else for the belief, which long pre-

vaiicil, that Mercantilism was a definite, unifieil Ixnly of

doctrine; and that it worked mischief by inventing divei-se

shackles which hampered the natural freedom (jf trade. We
now know that it was not a body of <lefinite doctrines which

' TiiiH .^|)|)t'iiiii.\ is aaM ijiiileJ ttitii I, Hi, 4,

ii :ril
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704 ENGLISH MERCANTILISTS AND ADAM SMITH

AFP. D, 1. arose suddenly, qiiickly overcame all minds, and after a

was wholly discartled : it was rather a tendency of th()iii,'ht

sentiment which had its nnits in the far pfist ; which never, i

at the height of its power, completely dominated all mi

and which has not yet completely dissippeared.

And that which was characteristic of Mercantile prut

as distinguished from the practice of still earlier times,

almost wholly to its credit. The narrowness and confiisic

thought, by which it wsis marred, were not new: but

consistency, system, and energy with which it was puslnd,

the largeness of the affairs with which it was concerned, bri)i

these defects into prominence. So far as it ditfered

the corre.sj)onding practices of earlier times, it wa« seldom

liberal than they, and often more liberal.

Trade in the precious metals has attracted more atten

than it merits : because human nature, and especially i)rim

human nature, hfvs a deep-seated tendency to idolatry : th

to the cult of symbols in preference to that of the things w

they symbolize: and money is the symbol of wi'alth.

more : the precious metals are the most durable and genci

jicceptable forms of wealth. A store of them serves ivs

"fly-wheel" to growing wealth generally. And money prDin

the circulation of things towards those who can turn thei

best account, and can thus increase wealth.

As Schmoller says:—"The limitation of the exjiortii

of the currency and of the precious metals frequently occui

the case of the towns a.s early as the thirteenth centiiry.

was not because money payments or industry or tnuie suddi

played an altogether new rule in the days of Cromwell

Colbert, that it occurred to people to guide the c<)ur»

exjKjrtation and importation and colonial tra<le, and to suli

them to governmental control. On the contrary, it w.-vs bee;

just then, out of the earlier small communities great nati'

comnmnities hml grown up, whose power and significance rei

on their psychological and social concert, that they bcgar

imitate, not merely what Charles V had done in Spain,

what all towns and territories of earlier times had done, f

Tyre and Sidon, from Athens and Carthage onward :
to a

over what Pisa and Genoa, Florence and Venice, aiitl

m
\<^-rii^. :~.^'^V *T-iS: j-H^^-t-Vi^iv;: S'*-5*. .-Kv?



MERCANTILISM MADE AN ADVANCE ON EARLIER DOCTRINES 705

GiTman Hanse Towns h.-ul done in tluir tinio to the broad app. v, 2.

basis of states an<l nations'."

Again, " Mercantilism and huTcawcnxcy (Cameralistik) over-

rated the possibility of ordering an<l arranging anew everything

by the State, by law and by the will of Princes: even inondity

and justice appeared to the first thinkers from Hobbcs to

Frederick the Clreat iia prwiucts of State regulation. Institu-

tions apjKared to them to be everything, the free play of

individuals to be but little... It is the business of the rulers to

prevent there being too many producers or too few, to resist

Polijpoly and Monupoly'-."

2. The dimmrtf of the New Worid nffered the farm
rather than the mbHtniiee of tr(ulc po/iei/ irith regard to the
preciimx metnln.

Large war-chests have been held by the great military nations

Gemiany, France and Ru.ssia. Thus warlike nders in old times
used t<( put a stock of silver or gold on the same footing with a
stock of bowstaves at one time, and of gunpowder at another:
tor instance the importation of various luxuries into England
was ordered to be accompanied by certain ipiantities sometimes
of bidlion, and sometimes of bowstaves". And when the new
tra of territorial expansi(jn cjime together with the influx of
larger stores of the precious metals, desiri's which had always
been present became active and prominent. F(jr during the
Middle Ages the stock of gold and silver in Europe was
•Iwnidiing, and any nation that could maintain its st»)ck un-
impaired was gaining ground relatively to its neighbours: but
attcrwards, when the West was procuring larger suf>j)lies than
the Eiist was taking away, any nation which had not nipidly
increased its stock would have hwt ground relatively to othei-s.

There is no fundamental difference betwt>en the defensive policy

' MeraiiUile Si/sUm, pp. 10, 60, f.l.

Sclini<(llt..r, Uru.KtrifH der aU<j,-meimn Vulkm-irtiimh.iitl'hre, pp. iVA and
H.5. F„r tarly rei,'ultttion» of inauhtry in KiiKlaiul sue Hilcy's MemoriuU „f
/•«m/o« /.Uf

; au.i Hcliauz, hnglitdie ll,„ulfhp„l,iik, iv. ii, esi.ei-ially pp. 478^
^HO, flit olu reKulatioiiB throw Hi.iiie UkIiI on tlie strategical sidt of tbe science
of modern ^;.,vernIIlt'llt, but nut on its tactical .side.

^

< In IMl an ounce of gold was substituted for the two marks of silver which
l.ic iaw id io3y ha.i ordered to be brought back for eacli sack of wool eiported.

ir.i.T.
^5

i il
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706 ENGLISH MERCANTILISTS AND ADAM SMITH

Atr. D, 2. of trying to koep the national Htock of prt-cioiiH nietjils ji

country from diniiniHhing rapidly, before the discovery (i

New World, and the offensive policy of trying to uugimr

stock afterwanls. The influx of silver from the New \

may have set a score of tongues talking about the tradi- i

precious metals, where only one had been talking before: 1

did not narrow trade policy'.

The Mercantilists knew that, " although treasure is s

be the sinews of war, yet this is so because it doth |iri

unite and move the power of men victuals ;ui<l iiuiii

when and where the cause doth require. But if these t

be wanting in due time, what then shall we do witl

money' ?

"

Even Adam Smith admits that countries which h:iv

many tine manufactured or other goo<ls containing gniit

in small bulk, cannot well supply the sovereign with the i

of carrying on an ex|K'nsive war :
" it is in such countries I

fore that he generally endeavours to accumulate a tn'ast

the only resource against such emergencies." As Sir D

' There has been a tendency in England, thou^'b not aiiparcntlj in Gr

to follow Prof. Ochenkowgki (h'.nglaiuVt irirttchti/tlichi' KnlwiclceluiKj, pp. 1

in drawing a sharp contrast between the eager iiui-at for the precious m(

the Mercantili8t.s, and the "childlike" and "naive" contentment of tin

decessor.s. In the Middle Ancs, he Bays, " the end directly soiit;ht v

complete development of ^ouiid human faculties, which shuwid bv tli

of the economiu well-being of the individual and at the saiiie tiuiu the >

of social order" (pp. 24S—9; compare also pp. 250—2tJl). No doubl

authority can be found for this in the phrases of canonical writers, o

ordinances, and of gild statute!!. Uut it is to men's conduct, and nut I

phrases on set occasions, that we must look for a tnie knowledge of tLcir

of thought : this holds <is to all {ihases of life, and to none mure tiiau

mediaeval.

^ Mun, Treanure by t'ureiiin Trade, ch. xviil. Uritannin [.iiiniiiriit

maintained that while "anciently the event of war" turneil on "p

Ktrength Hud rougllne^<s," wars had come to lie '• nianagwl by »i«./i T

anil lit,.' 1 i(ihtiii;i, ami therefore with little hazard to the riclitr ni

and Defoe a little later said, " 'tis the longest purse that conijUiis now,

longest sword." The doctrines "money is the sinew of w:ir," ami "1

has iron can take gold," have supplemented one another since eurly

Miici'hiavclli in the Italian tuinjoil of iron and goM (anl si!vi-r,i

begmning of the sixteenth century, niiiintained that giil I will not ftl«a

goo<l soldiers, but that good soldier.-, will always comiuer ;:oiil :
Imt,

friend (iuiceiardiui says, this is practiciilly false, tliough tnie ::ieuieiic»I,

fact it i.-i ea-iier to buy soldier- with money, than to get !!!l!>''v by i*

See Ehrenberg, Ziitalter der Fuyyer, :. p. 7.

WW^- ^m^^^Si^^MWv
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Xorth said (1691), Stcicks of monoy an> no better than stocks of app. d. a.

logs, only that " Money is much better for tran8p)rtation'."

The Mercantile iH)licy of maintaining a favourable balance
of tnvde in the precious metals was from the first more liberal

than that " balance of bargain " system which some meddlesome
rulers had previously tried to enforce ; for that ordained that
each single venture of each single merchant should bring back
at least as much gold and silvt-r lus he t(M)k out'. The later
and specially English developments of Mercantilism rose above
the notion that the trade with any one foreign country was to be
condemned on the ground that that trade showed on the balance
an exp)rt of the precious metals: bullion sent to India, im Mun
argues, brought back to England g(Mxls which could be sold
on the Continent at such high prices, that even a small part of
them cotdd bring back mon- bullion than was sent out for the
whole of them.

When a Mercantilist lM)licy prohibited, or taxed, or otherwise
narrowed the jiurchjusing of certain classes of things from
foreigners, it might have claimed to resemble the shutter
which is drawn partly acro.ss a fire, with the effect of lessening
lor the time its total supply of air; but which by concentmting
the remainder on some burning coals hurries their didl red heat
into a white glow, which spreads through the furnace and
ultimately evokes a greater heat and a larger feed of air than
if there had been no restriction. Mercantile writers often seem
to go close to this UKMiem doctrine, but yet they miss it '.

' IVfulth of \„ti,m», IV. 1, and p. 1 7 of McCiiUoch's edition of North's Essay
Hiini., wl,o,e opinions on money were v.ry enliKlitencd, arKued to the same
effect. And the American colonists justified their adoption of i>aper and other
fancy currencies in the einhteenth century, on tlie ground timt havinK but few
portable commodities that were in much demand abroad, and beinj; compelled
to buy even their ruder manufactures fnan Kngland, thev were in constant
daiiRcr of bemg denuded of their ^old and silver coin.

-' IVscribed with line humour by Kichard Jones, whose «reat services to
l-nKhsli economics have been insuUiciently recogni/.ed.

' Ihns Hales' DUcuurst of the Vomimmire.illh, irAil, argues that foreign paper
>>liould be taxed up to a price which would enable it t.. be made in Kngland •

localise ••they do not best provide for his grace's profit that procure only a
|'r>!s,,.,it commodity, but rather that commodity that may long ..ndure without
the grief of his subjects." Hut his explanation is disupiKiinting. He does not
state or iinply that the country hai latent natural advantages for the industry,
'jlixa -.vouia c-iiabie it to thrive unaided if once it could outgrow its infant
Jilticultiea

;
fur indeed the industry had already had a trial. His rea-son is that

45— -2
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Aip. I.. 3. Mun'H intelligence wiw no doubt Bhari)ened by his z.

the intereHts of the Kiwt ln<lia tnule. And later >.\

intelligence of Tory writem wa.s HhaqK'ne<l in the hhuw

For France «.)ld much to m, ami bought li*-ie from us

France sujjported the Stuarts and opjMJsed the Dutch,

the end of the seventeenth and beginning <'f the ei),'ht

centuries the Tories were inclined to make little of our ai

kUance with any particular country ; while the Whiffs

with nearly equal ability, but less insight, on the ntlm

They ignored Mun's doctrine; and argued :—" We |(\i

great jMirt of our linen from Hamburg, (Jermany, and Hi

for which we j)ay them in manufactures: the rest we

ourselves; and if the value of £600,000 in linen shui

imported from France, must not so many of our pio]

deprived of their employment' i* " They took no account

fact that French giMMls could be paid for indirectly by ine

England's ex{K)rtH to other countries.

Political bi;us then, as always, had a great power of <n

people to see just those jiarts of economic truth which tit

with their policy, an<l to remain honestly blind to thow

did not. But yet the economic wrestling of the in.li

of the eighteenth century did go(Ml service. Tht'V overl

trade statistics, searched out their inaccuracies and niisl^

suggestions; and, Jis the eighteenth century jiiissed on

successora continued the work ami laid the foundation "ii

inductive studies of the course of international trade hav

built up».

'• it wt'ic lietter for us to pjy in. re to our own peojili' for thoBe WiUts t

to ptranjjtTH : for liow little ^nm fo-ever Koes over, it iv to us i'lp»r.

much so-ever tlie Kaius lie that no from one of us to auotlier, it is ii

withiu tlie Kealm "
(tl. :!H, :iHI)). Tl.us noUl and silver are nfiinlci

ultimate nains of work.

' The llrithh M,rchiint (vol. I. \). 304 of H«3Cond eililiou): » «<

eoUi'ctioM of papers edited I y Iharles KiriK, and collected and publisheil

The general Maxims of Trade, with which the collection ojxus, are ^-'khI i

of B siiphisticil uw of half truths, which is not infrequent ivi

For instance : " Tlie exportation of manufactures is in the hii-'hes

henelicial to a n.itiou." And "the importatuin of such Roods us In

consumption of our own... necessarily tends to the ruin of multitnd«>s of

» A brilliant and entertaininK sketch of " Tory I'rce Trade ll'.TS-

Kiven iu Ashley's Survey. Compare also (Junnini^tianis (,/»«//• uj

liiduitr;/ and Commirce, vol. il. § 220. Uaveuant (^ives tlie impression o

IL
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3. Thf dfrliiu" o/th*" nunut/intiMt tnulhnj romiHtnitx. The aap. n, ;».

mlit'i'*'' of iti<fn>*trinl mttnnpolleH,

The cxjM'nscH of trade witli iliHtan! C'imtinents wcro too

hiavv f'»r thf .siiuill cominon [imi'scs of Roj^iilutcd Tni<linjj[

Comiwnifs: iind tnidi- with Knjjfland's lu-i^'hboiirs ^nidimlly

(•(•iiw'fl to lU'fd liny Hjx'ciivl orffuiii/atioii for dcffiici'. Thonfort'

in the sfvcntfciith uihI fii^htft-nth o iitiirios, thf chiff coii-

trovfrsifs in rfjjiinl to iiioiiMpulii-H rfliit ij to thosi- of thf grwit

Joint Stock 'I wlin^' Coiiipanifs. Fortrfv {I<i7:{) say* of thfm :

Thf wholf foMinio<lity l)f inj,' in their hands, thfy will niakf thf

must that can he ii.adf 'if it, none havinj,' thf like coninuMlitifs

to iindfrsfll thfin. And thf iikf advantaj,'f thfy havf a^'ain in

what they buy : whfrfby in truth our own foniin(Miitifs arc sold

thf d- Tfr to stranj^f rs, and foreign coniinoditifs bought niufh

thf chfapfr: whfn both woiild happen contrary in a frfc trade,

whtTf each will undersfll thf other to vent most, and also

]iurchasf it any nites to prfVfnt the risk." They had a strong

organization, unity of purpose, a rich ptirsc and a long liff ; and

thfV could aflford to invest much capital and fffort in building up

apolitical and coiniiifrcial fabric, which would give gixKl return at

a distant date. Fortrey siiys that it is urged that si h coinpanifs

"keeping the tnide to thfuiselves only, will have what con»-

rnixlitifs arc to be vented abroad at their own pricf , whereby the

workmen are many times discouraged and si netimes undone.

And on the contrary what commodities are brought homo in

exchange they sell at what unreasonable mtes they please, the

whiilf commodity remaining in their hands ; whereby the {wople

in general are very much damnified, and the companies only

enriched." And yet though it is " something difficult to deter-

mine," he concludes that " the prejudice that may happen by

thtin to thf workmen or home chapmen. ..is fully recompensed

by the clear profit they return to the public of which they are

nietnbfi-s as well as others":—a rharacteristically hazjvrdous

conclusion from arguments which appear to h lir representa-

tives of his time'.

half pcrcpived certain trntlw at one tiiin- : anil, at ano r, of hiving fallen back

into 1)1(1 ( rrora : as indeed Adam Smilli liimsclf did.

> KuiihimV* Intercut and Improiement, jip. 34—5 of MfCulloch's edition.

It IS notiiblt' tliat the Merchant Adventurers tiiouKii oniy a HeHul cd Couipau^

wtre aecusid ..f ".-^tinting" the trade in clutli ; and denied that itiey would or

i'li
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Att. V, 8. Thf c<>in|Mini«'H iicl<»|)tiMl I'lftlxiniti' chockH anti coimtir 1

1

tht' cxiH-nw tind thi' delay <>f which caiim-d lh«-ir tradr t<i li

viT) profitiibU' to th<'niMi'lv»'s, vwu wh«'ii thiy wito Htiiiti

both i'ml«: that in whfii thoy wen- both oHt-riiiff t^> the

pnMliUHT a [)<H>r vent f(»r his giMKls, and making foni^'ii

artificially ncarcc to the nation. They wcro c<)in|)<H.(l i

much by nile, and rulcM frame*! at a dintance were ulti

apitropriati! to a Hiiddeii emergency or changed cmiilii

their instnictionH wvw prevented from doing fh'«pient h.irn

by tht> continually recurring claUH*- that the agents imi;<t

all UHK their own discretion. In spite of their Ining nftti

BUpplie<i with ca])ital, they had not those resoun-es derived

division of labour, and that aid of subsidiary industries \vl

frei' comnuTce finds in a large centre of trade.

Again there were complaints that the agents ItMiked after

private interests ; and us years went on, the Dutch and Ki

East India Coni])anies sutfered much from the private ti

of their own agents. At first the English Company li.ui

made very high jmifits: its voyages in 1607 yielded pro

234 |H'r cent. But towards the end of its career, when Mit

mtich from the vigorous com|H-tition of fn-e traders nn

faults of its own si'rvants, it oidy gained jEH.'iO.OOO yarly

its trade in tea; though it charged the English
j

£l,r)00,0()0 niori' for the tea than they woul<J have paid

in Hamburg or Ni'W York if allowed to purchase it tlun'

could do mi. But thi-ir Sec..t»rv Wheeler in 1601, can n'lse no lictti'r e

u( thJK than the ii])i'ciai pU.u><nt; that "any m:ttter of svltinK )irict' was ne\

ni< ntioni'd in any Court of AHHcmbly of the «aiJ Company. . Kvei v oiif "'

keep liiH feat (ii/V) anil traile as secret to hiniBclf as he can, for fc ir of hisMI

heinn copied it mijiht be taken from him. " Macpherwin, A iiniiln, ii. I'p.
41>

' Jill' flint letter hiHik of the Eimt Imlin lUiniyniiy, Kind -liil!), el

Sir (icorj;e Ilirdwooil, is full of prohibitions a^'ainst private tiailiiic li\ i'"

which were often ilctied. Comjilaint is nia'l>' (p. »17) tli.it "Tin' privatf I

our factors has been carefully carried for their own liUTe with tin iireil

of ours, convertinK' all the ricli and precious thiny.^ to their nwii u

nothing for the Company but pepper and >;ross couniio.liti.s."

The Conipnny t^-ok no mean view of the pri'bable protits of the trf

bargained in ItilO to lit out anil finance a ship for the use of tw.

merchants with the proviso, that if the net profits per cent, are uinler a hi

they shall reci ive no " fiu-ti>ra(.'e" : but they are to have six per cent, if

profit is two hundred per t-enl. : risinu' Rralually till ''if four hundii'l I

net profit upon the hundred, as i;6(»,000 for Ll'i.OOO, tl.ell lliey :iiv

10 [ur cent." (it. pp. 365—6).
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The hiHtorii'H of minv jirivilfj^nl ciuniNmifH might Ih' app. d, a.

^.p((,,fi—"Chiirtir, |ir<)HjH^n)»H tnulf, kiin CDiiiiM'titinn, <'ti-

(TDftchiiH'ntN, dcclini', ilcht, <lirticiiltn's, «limi|t|K'i»riinw'." Hut

thin' wt-n* fxct'ptioiis. Tlum the Hmlmiri'M Bay ('onijMiny wun

irovtTiUMl bv II Hiicfi'HNioii of iihlf tiicii, ftw in rninihtT, rfsoliit*-

atui inodiTiitf, who lintked far ahrad, imili'itook txiMiist'M that

were Wvond thf reach of " the particular," ami ffll not very far

short of the ideal whiih had Ix-en pictured by their adviK-ates.

And there hmg remained nnieh to l)e sjiid for a xt.ronjf company

that niuld hold its own in war and diploniai y with the hijjhly

develo|H-d States of Asia: and there w.w much force in the

plea, that while the trade to the West Indii-s could take care

of itself the trade to the " Kast Indies" (that is to the Pacific

L'liierally) wius not ready to stand alont; even at the iM'giiininn;

of the nineteenth century'.

Adam Smith held that the resources at the command of the

iinblic for controlling the directors of Joint Stock companii-s, at

the time at which he rrote (1775), gave no g.Mxl reason for

thinking that the <linctors would exert themselv»'s sufficiently

to succeeil (without an exclusive privilege) in businesses, other

than those "of which all the (»perations could be reduced to

such a uniformity of methtnl as admits of little or no variation.

He had an advantage over the present generation in his personal

1 Ciiwston and Kfftnt", Thi- fiirlij chiirlfred ciwipiiiiifn. p. H.'i.

• MiicphiTsiinV }U>l,>ni iif F.iir.>jie,inCi>mmnv,\ iHl-J (pp. HI.')—JIO), riintiiiim

a dttiiilpd unit forcililc rtiiHWPr to Adniii Siiiitli's iittucks on tbo East India

C'oiiipiiiiy. Tin' Company lo.st its inoiuipoly of inilf to India in 1H13; but it

ictainfd timt to Cliiiia till lH:t:* ; wlun it c.a^ed to trad.; liltojittliiT. It

lii-cl.iirKi'd puifly political funclionH till IH.'iH; and then itctii«.'d to exist, after

the fnll str,'n>;th of the natiui had l)een needed to urapplo with the dittiinilties

that hiul (.Town up undtr it« iiiana>;enieiit -vi^-oroiis and H|iri;^ht as that had

uniiuestidiiably hn n.

The Dutch Ka^t India Company was nineh Utter managed than the Dutch

Wcft In^iia Company. The Dutch liieenlaiid trade increase! tiftocn U>V\ on

iH-ii.K relta^ed from the doniinion of an exclu.-.ive company, to the k'real del.k'iit of

l)r 1,1 Co lit, the real author of the hook commonly Known iis De Witt's I'ulili.dl

Mit.rimx.

I'owirful attacks on nionopolie,-' are niaih- in (I)ecke^,^?) Tlir: (.(«.«(>• ul tlic

,/,.•;„„ „r /,„< i;i It Ini.l,', 1744, iii;d in Tucker's Tnirt ,in tnul,-, I7."i(). Much is

said in Leckys lli»U,nj of Eii'tUind m llw Kighlnnth CaiKirij, of thf share

w'incli the Kast India Company liad in the direct corruption of politics
;
and of tlie

ii.;.u'...u^ infUi.rlKc e.\> rud ..n the tone of ,-L-cit.-ly by t::e cr-vif F-?trsv»i;Snci ::'.

Ea-t and West Indian Nabobs.

\^

iiite

•if^MUi'^iM
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App. n, 3. knowledge of the class of men who were directoi-s in his

and the way in which they did their work. He was the

on Htrong ground when he sugpi'ste^l that a director, '

holding in the stock of a coinnany Wius but a small p;

the whole, might be inclined t.) pretermit a task that >

incrciwe his work, and atld j)erhaps £1000 to the iiudi

the company ; but that he might probably have risen t

occasion, if his holding had been so large a jwirt of the i

that a very considerable share of the ClOOO would have m<

to himself And it is to be reinembered that the te

morality, to say nothing of public spirit, was verv In

England at the time; perhaps lower than even in ihe

of Charles II '.

It has l«mg been known that some ol' the evideiii

which Adam Smith relie<l against the companies was hi;

Professor Scott has developed this objection : and slnmi

structively that the companies sought for the greater

undertakings, which at the tim.> were new in kind, and n.

resource. This wjis of course partly because undertakings, v

recpiired largi-r cajtitals than were easily to be got umleras
hand, had to wait for the joint stock movement to bei

strong bt^fore they could be begun. And further Joint ^

companies, though often fraudulent fnmi the begiiuiirit;

seldom started by nu n lacking in initiative. The intruM-

routine into busines.ses, for which routine is ina])j)rnpn',U''.ci

at a late stagi;
: and it is doubtful whether there was in A

' This set'iiis til 1)6 Ad.ira Siiiith'H imanitm. Hilt Prof. Scott, l.r. i

hoMs that ho iiiakoH the uiistake of "ie«»idiiiK tlic uwrfJ-''it.' !:..l.liii;i

nianii;;. nient in ri'Ution to tlji' total capital of thr coiiiimn.v as the nieas

eiVuitiicy." (Tliis point has bivn noted aliove, p. 31,S fn.) I'rof. .Sent

nuKic important coiitrihutions to our kuowU-dp! hv accounts i.f uiaiiv

Stock companies which sucocoded, although enKiii-fd in n.w unM InizH

enterprises. In ancient as well as recent times it lias bwii KeM.Tiillv rcov
tlittt a chief function of joint stock associa:ion was to divi<;r ri-iv> »hii'

or no indiMduals have been able hmiI willing- to bear the wiioie. lint ni«

the more frail joint slock iir takiuRs of that time were not r. •'ist.icl:

if they faile.i, their memory seldom survived their <lecease very lon^'. ili^«

couipaiii.s, who surviv. d, are at the Hervic of the histiuiaii of oiii 'uvii I

while the others are not : and it seems probable that thi' niis:..|i. i.uir

companies uhich vscre known to Adam Smith, and oilier res]u.ii-il.|r «:ili

the eiK'hteenth eenliiry, justilied his conclu-ioiis in ^-nat niea-iir. , Tin- -n

his \»ork prevented him from making' explicit use of moie llmn a v, ry •

fraction of the facts by v, hirl, li- (,|,iiii,„,s had 1i.i,mi fashion, d.

^IM
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Sm' time a sinjjle very old company in existence which had app. n, 3.

escij). mch an intrusion.

ThoiC is moreover g^reat I'orco in Prof. Scott's argument that

the companies gained by associating men of difli-rent aptitudes

in a common enterprise, and combining " the specific and

detailed knowh^lge of the tracK-r with the broad outlook of the

man of affairs." And of coui-se they enabled much capital, that

would otherwise have lain idle, to bring forth good fruit;

though in this matter there is a danger, which canncjt be

examined heri', of a coi.-usion betwtn'U leaving money idle and

leaving ca])ital idle. The two things are closely akin from the

p)int of view of the individual, but not from that of the whole

(•oinmunity.

The wholt! position seems to be well ]»ut in the Conmlerations

on the East India Trade, published in 1701, when the South

Sea Bubble was not yet in sight. It says, that " in the time

of Sir Thomiis Gresham, wonderful things are storeyed...For

evtiry hundred pounds at the i-nd of the year, besides principjil

returned again, two or three hundred pounds an' said to have

been divided b' tween the customs of the King and the mer-

chants gain." The writer adds that in his time the stock in

tnwle (largely in the hands of companies) wjia a hundred fold fvs

great as then : and, though the rate of profits was but a tenth

as great, the aggregate contribution to wealth wjis ten times

as great as then.

Though the monopolies gr.inted to the great trading coni-

|)anies were originally part of a constructive, rather than a

restrictive ])olicy ; yet no similar defence can W maintiiined on

behalf of the great majority of industrial monopolies. A very

f w of them were grante(l on the j)lau of modern jwitents, to t>n-

cnurage ,'ind ''oward those who had devoted tri>ubk' and expense

to victory over some dirticulty in maiuifaeture ; and they were

iniistructive in ttnideiiey. Itut such invi'iition was of the rarest

occiirreiici' ill Fnglaiid during the time when mutiopoiies were

graiitcil must freely: in fact iimst of them were given to favourites,

or sold ((if sums not coin[)araltle in v.iliie to the itijury intlirted

oil the Jieople'.

' A" llimic shows (/^ii/.o-y ../" i.ii.h.iml. l'-.. xi.iv ami .\piH'iiJix to it)
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App. I), 8. Restrictive regulations, which have an indirect constnn

result in promoting,' national jwwer and dignity, are ri^

judged with exceptional favour. But this fine feeling is

without its perils ; for it is apt to be turned to accimn

persons who stand to gain by the restrictions. .Such |ki

are most dangerous when they are honestly convinced, as

often are, that they are striving for the public goml as wi

their own. Among the monopolies which did most to umir

.sectional jealousies and to delay the growth (»f national ii

were those granted to pirticidar towns to enable them to

down inconvenient rivals'.

The Navigati«m I^vws, though of most doubtful wi.sddm v

regarded from thi' jMjint of view of jnace. had strong (lain

view of the need for maritime defence. The e.veinsivc ur

ferential privil-gts, which they gave to ail Knglish ships, c

be defended on similar grouixls to those that were gnintiMl

particular company on condition that it provided for its

protection. The most famous of them wiTc directed li\ Kiii;

against the Dutch in the middle of thi- st'venteenth (ititiin

As is well known, Adam Smith held that they liail

tributed to national di-fence at no very great cost ; aiiij

been therefore wise, though "not favourable to eoimiienr

that ojiulence which cjin ari^e from it." Theie i- iio .-ntfj.

evidence that the increase of Knglands ii,i\al |)mv\, i u

came about the same tiiiw. was l.irgeU diit to tip m. Ill

Kli/,.lictli wii.i one of tlii' nuist wiMtunls' misi'lui vi.ms tr:ilii~ iii Mriioji

It is ch«rnL'trriNti<' of lltT tliiit wlii'ii I.ii- lnnii^'ht to ht'i n>ti(i- ;in : |i.>iii !!

invi'iitioii for knittint; stoi'kiii(.'s li.v :i luailiiiii- :iliiici-.t lijr . i;!v iirt

of liiiv coii-<iilrnibl«.' i;fiiiiis unit pructio.-il (to- wluch i-i i,:,i-.Mi t.' li.u>

nmil( liy iin KiiKlislinjan l«'f(Jii' tlic I'lf-'litci'iith cciitiirv ^tic ."lid. 'l

too iiiiicl; ti'uiiril for my ])i>or im'o|p1i> wlioohliin! lliiir hri'iid I'V kuittin,

took hf invi-iitioii to Friiiice. Tln' priiolifiil I'l"!'. :n lo lie >ol\r.l «:.- i;iii

lillt F.li/.ftlxtli's Koliaioll w:iH rli'iiil.v u wroiit; om-, St al o l.ivy, I-',-

I. ill,' I, it mil, ell. 111. It is shown l.y \V. II. Vtw. l-'ii<)U>li I'lilnil^ oi' M 'h-

lliiit, llioiii'li till' tvvi paltiils wliiuli Will I'lvi n to iciil iii\( iithn-. «i ri- gi'ii

KiHiiti-il with lioiH-Kt |)iir|ioM', tln'V iliil not yiilil tho .:iini' /.'Oii ii>iili- a-

patent^' lio now.

' .\s .(/. to Uridport for ropr niui-int:. to Worrcsti'ishiro town- fm »>

(•lotli><, to York for coMilrt'^. i tr. In soinc i-asrs (hiMvil'li- iiii-oii- uiri

((istril iiii'l indiTil tlic ^ullor^ \m M' iiia>tiis ol tin.' Uur ail "1 »

I'nai.ilili s.
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is to be remembered that merchant ships were Htili convertible APr. n, 4.

into shijif. of war, and merchant crew? ititu fi[fhtinj^ crew.s, at

a moment's notice ; and that Eniflishii-cr; end(irs"(1 Hacon's

dictum:
—"The dominion of the sea is an epitome of in<>n-

iirchj'...The treasures of both Indies seem hut an accessory to

the dominion of the seas'."

4. EngUuuVit rolonud pollry in the eighteenth eentnri/.

Though the opening nj) of the mines of the New World

(lid not alter the keynote of trade policy ;us reganls the precious

nu'tals, it undoubtedly made that policy more prominent. Many
bold spirits cro.s.sed the ocean for the love of adveiitiuv; but

there w;us no touch of that desire for more elbow room, and

tor the escape of a growing po|)ulation from the prrssurr of

the law of Diminishing Return, which jiromjitt^'d the cities of

(UU'iviit (Jreece to send out colonies, .ind \vhii-li has grciwu up

recently in Western Europe.

Oti the Contrary, the most atdent aiivocates ot colonial

f.\|Kinsion across the oceans were tontiiost in their eulogies of

the force that Holland and the City States had ileii\ed from

their compactness, and made light nf those which Spain aii<l

Fnince deri\('d from their laige lands. They .set themselves

to |)rove that the colonies either. ;is in the case of N'irgiiiia and

Barbados, attractecl " !oo!<e vagrant people,. ..such as conld

rii'Vcf have lived at home to do service to their conntry "
; or as

ill the ease of New Kiiglaml wei'e maiiilv a refuge for ''the sort

ofjieiiple called Puritans," of whom many. " wearis'd with church

I'liisures and persecutions,' sought a lefugi' in (iermany and

' .i'h-'llir, in, III nf I .fiiniiliil (Itid.'O, VIII. Evi'lvil t}\U< ax till' Ilintti iif

.V.ii iiiitiiiii- mill ( 'i.mwii'riv, 1(>74, a ilix'triiif, su[)|i,>-e(i liy ('u-.-ro to hiivc IxM'n

l(.irnt liv I'oTiiiK'v from Thcini-toi'li-s : (Jiii innri lim it, • urn ». ,-r..,..- mt ri rum

jnil.n.

lull ux'oiiMts (if early Kiinli^li Nu\i).'ntioii I.ii-V'i .in- t'ivrii l.y Mm ].hirson,

iiiui Cr^ik. Sec also Schiinz, lliiiilixrhr lliinilfi^in'tilil., o. ii ; and an urtieU'

on ••>il:i!Tiirt " l.y I.cxIk in (.'onnid's ll'iiiilicurti-rliiiih.

liuiiTit.' u piiri of iIm' < iK-litt'fiilli ciiitiiry tlie chief l.iii.tit of tin" Ihws vv,'it

I" Ni w KriKiaiid sliipliiiildiTw ; and liil).id to build up a nnval jmiwit vv1iii;Ii

«:i^ fur II tiii'i' -tr.int.'1'r in pv. ; 'rti.m to in i/..- tlmii any oilier. ChildV piirtii!

UUllcipall.iIl of l.i^f, ntltiuli, tllllt im\i,!.'lltl.iM law-, wh cll Wouid lie llw les> to

tlie Dutch, v.eu- iieCe.H.,iiry for Kiikjliind. .-: iiiiiintaiini! loKil. lo sl'ile of koiik-

ii«k.i;i!.| tiicts ( IiiKCiiiiinf III! I'niili', l(i«s, h. iv|. .\ vihi'Mieiit iiltiu'k on tin m
I- iiiaiU' ill .Seclion IV of llriliiiini-i L.tii'imi f. Uiso.
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ipp. n, 4. Holland ; atid, " had thtTc not hren a New Knj^latid Imihi

.soiiit' of thciii, (icniiaiiy and Flolland liad probably n'cii\r

rt'Ht : htit ()lil Kii^la?id, to lie surf, had lost them all'."

'I'hc Mrrcaiiti lists were riot thr hrst to claim tlir li','

Sole, or Kxclusivr Markets for the mother country in ih-

ot licr colonics. For the ri^hl is an old one, inhrrittij !i

nicijiai'val from the ancient world: the IJonians. lor uivt

could not as a ruli' |)urchasr jirodncts ot' the colonies ot (

'.ui

except throut,di Carth^iLfe. Hut while Knglislunen at 1 i.-

heconiin^ ever more impatient ot' the shackles iinpo^i (j ..n

tnide liy the selfishness and inertness of privile^'ed v:-,:],-.

the monopolv ot' the colonial trade h\- the mother e(iunir\

exciting at least as much discontent amonj,' Knijlishiuen i„-

the seas. Thev wi're lie^inning to put forward the cjami .

to remain as part of the nation in all senses and >liair i

rule, or to lie allowed full economic inde|)endelice.

'I'he rule ot' the Sole .Maiket was not ajlplinl I

li^idly. Certain e\r,.piions were m.ide .is to tlie mark''

whicli the colonists Hiii^ht buy and -mI! ; but on the utlitr

numerous rules weio m.ide. prohibiting them ttoni m.i

thiii,:,'s or carryini,' things for theiriselves, which tlb im

country preferred to make for tliem or to carry in In i-..\wi~

'l"he story ot' these various dcvitcs is not. without interist,

almost t'very one of them soiui- plausible ex<'use could Iw in

and in jiartial recompense for almost I'Very hardshiji mtl

on the colony, their was some sort of set-ofl' in the >ha|

a speelal pri\ile^fe j^Manted to till' colotiv iti its trade will

mother country. Of course tiie thre.ids of nav.il and coinim'

policy Were intertwined ; and one reason for ta\oiirini,' tnuie

a c'Miiitr\ •- own colonies w.is that the sailors eii'.^Mif.i| in it

likely to retain a stion^r spun ot pal riot ism, and could h' nli

III the .\a\ v al need.

' Cliilil. Iiis,uiir.; I.; Ti.iil,', chaipl.i \. i p. 1:17 S ,.f 17.')l lii'i -n. \ lii^;i

'

dill lint l:ill into till' rill', , wliK ii ! i ,iiiii' |iri lUiin.'iit m tlif iiimt, . niii t'l'i!

I if ^111 'pi I- 1 1!,,: I (lilt 1)11 M' jiH'ii H'-' lit ten I till \ ih'i^t ii' » li-^ !>. jiti mhii tiai'

lint 111, iiiislaki 111 -ii|<|Mi-ii • tli- t t! ' tin. -I fur .nl'l iiinl -ii'.i'i wi

;i'iui.~t I \i-!ii,-iv.' Ill a 1 VI' :'.M i'\|.'.'' Ill llii N. vv Win 1,| w i< -i|i.'r::i;l'. I'l. s 'i

a- or'ioii- I'in'lanil; a* i -iliown '-v Kn-ilii-r
i
'<''-/-. '"'Wi il r /..;' '" '< I

II irl.,) :'II.J, h,,-. i'<. III nil 1 11' until. 11 11 \ i.f IlilklllM •
I nih, !..,. I I'vi-

,' ri.ilci'tlnll -11 !:.l| ,}' 111:1 Hi'lj, .11 > .•. ii'.'l ,lpi lUNll i|l-,<-iiVi 1 i ^ l! it t'll |li Hi' ' '"

ii'V' I'l iii.ili iinl I'm .in,.IiM'i Ilk'- It
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KiiKlaiul was i.n the wlixli- more ^fiifrous to hi-r coloiiioH m?

717

thiiii wiis

that
•• lU'gro Hlivvt

anv "thiT cduntry. Tlnv did indeed complain justly

were the i>iiiv ronNidcnilile "hjcct of t'orciign

•oiurinTct'

luT sliort's'

hich England docs not fonipfl to In- fust landed on

before it iiu.y be imjiorted into the colonii's :
and

made witli the avowed jmrpose of
thiit rie;oroiiw rules 'vere

rushing in the bnl colonial iiK

,,l II fair start, mi

lustries which, had they once

ithI'ht have entered into effective rivalry wi

W Knglish. Hu'. it v-as open to England to threaten that if

Ih ionists were i inreiuson.ible 'the (ioverniueiit won Id l)e

l.irccd. contrary to tlieir practice

chdice. viz. place standing forces

-dcrand oblig"' them to raise money to pay thei

to do what other nations <

among them to keep them

thi

do of

in

It is true that England could bi.ast t her colonisV> that the

innIHV jiro[)osed to be raised for I hem 1)V taxation was to b

IK'II t not for English purposes, but

itmn ant 1 (letelici if tht iloiiii

hat Erglishmen a

If iiianutiicluriiig in<

t h.

iiistrii wi

till' first rank of civilization
111 tie 111

xiiijijenition treated as th

luw.r and of intellectual progri

xcliisively for the jiro-

And yet it is also true

the monopoly of those

thoiit which no mo<lern country

1 which Mercantile

ne were to liavi

ani

rntial conditions of political

T •IHsh 1' M'

Miore Ii oWer tin mora

I'lanl1 the higher developm

.1 ciiarai'ter of Englishmen than

for thelit of the colonii

-,1s found unexp.'.-ted ways of using their minds. But

Kngiaiid's treatnu ut of Ireland it was (•..iti.mI to its l.)gioal

ixtniiie ,in( 1 -s.ipped the industrial instincts of the peoj )k

(i /;.|i. (,/ .V ,iriil<ilcin. lit I'.'ill, 1'
7s (l\r-t .,i. I7:«»i

fiicuurat;!- thi'ni ni tlic rui^'in^' of silk, liviii)) fla

tl,. ri l;ai:r!v iil.'lK'n.lt lit (>ii Icin inn fHipi ilics (if iri'ii on aconn

iM " (we '.vcre

lit of iIh' l:i<'k of

llnltrriiil 1.1 ,>IIH- li it). ' ixiI.kI t)i III! coin pi'liiit tiountii'^ in thr

;,'aaiaiu'. ana wniiililiK oviT juiliiaoii-^ all li skilful V lit llu' |iiilillc cliaiv

tl. ll>-l-l nil 1 in-truct Ihiin in tlif ini'sl I'loiit

,'mA t
• tlip li.iit tliat I'o'l

:!»' noil woiko in thi- rlantiivion^ an.i vaiinu

rthoi

lie hiiVf >h

Ih

ill. I .-irni'til ;

itlMiil nason

anil

foi

their fort-'es.

t.iriiii; ir.vav in a Moleiit inanior tliiir estat. il iisop.rti ili-Velltllll

1; .-I an 111. 1 11 tioiM fetlini! til

1.1 ^.. H. woiii.l allow

I'lr i.l.ia;.'ii

thi in t.

^har , 1-, lOi.i lia r nil ii.^il> nieii.

have tlieir own lii'in|i, tla\, i lo.

.1 \u'avern for their ov.li u

t

liin if til. v want aiiv .if it worneit Uj

iirkeil lip

it

I V. II t.. their iieiKhhonrs, that niu~t h. .l.me at li..ni. an .1 ?.iiiiilarU

'il II
.1. Of .Murse all sueli iioliev I'tf

timii on ih.iM- whi.-h could rulM' --iiKar,

tlu' N'orlhern

1,41'kN, h.mi• tiiml in til, hiilht.nitli < .nliir,/. ..-I. ..I. III. pp :n:(. :i-J

II in the keynote of Sif Sir H. I'Uinkctt :< Ktnkinf; Inliiiiil in ll„- .V.ir
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App. I., 4. Adinn Smith's criticmin of the MorcantiliHt Coloiiiul S

of the Viiriou.s countries of Wt'sturn EiirojH; and his pjet

the general relations between the Old World and the N.

of fascinating interest even now : though perhajts his ligh

a little too high and his shadows a little too deep. Ii

ticidar he was certainly wrong, as Kicanlo |)ointt'd nut

niiisterly chapter on the Colonial Triule, in supposing th;

mother country ooidd get no benefit by comiM'lling n coli

deal exclusively with her. It is imj)ortant to bear in iniin

the Colonial system wiis abolished before Ricanio's cxik^s

his error was generally accepted. It wan abolished not I,,

it could not conceivabl}- confer any gain on the mother mi

but because it did not.

Kngland's ditticulties with her colonies came to a si

head jKirtiy becaiise, though she Wius liberal, they weiv .s|m

inclined to resent interfereniM- : and i)artly for the pai.ul

reiison that she was becoming able to hold her own on tin

agjiinst all comers. Walpole, with masterly inactivit\, I- ij

his eyes to the eiiterjirise of smugglers; and thus pnvcuti'

monopolies from irritating the American Colonics. I'.n

defeat of the French removed from the colonies all (carut

left to defend themselves against a j)ow»'rful enemy : thr \u

f^luasi-Mercantile love of authority induced a pedantic Kiiii

his ministei's to override the wise tolerance of Cliatliain

the bond of union was (juickly snap|>ed.

The successful rebellion of American Colonists, anil

great increase in the tnide between Kngland and Ann lui \

came after the change ot Hag. brought homi' to the nuisils.

mass of till' people the force of much that Adam Sniitli

spoken to drat ears a short time before. Hut ilnv li.ii

rt-aiized iIh'Ii, and perhaps men <|o not realize even \rt

gramlfur and ilie moral strength of Adam Smith's iart,''-

[M-riaiism, when lie proposed that Kngland's chief ( 'n|eii\ >1

l)t I le llie kernel (it a great empire, in which sile liel--elt si

('fiituiii. Hi- .•cihliiiui •<, ji. 1:1: " Wlii'ii till' li'sjislativf rr»tnctiniis iiiioii in>

liiiil hull riMiiiMci. till' IiihIi, not lu-iiij; tiiiim'ii in lll(l^l^ll|lll liiiliit-. u.nM,

to lul.ipl tlimin iM-^ to till' uitt ri'ii ^•ollaltioll^i liruiliioiMl tiv thr Iniu-in

V. .lull. Ill, »> ilhl till- (iiii|il.- Ill Knv,'liinil. .\nil an fm rciiuiiii e i-. thr n-irn

'.'. i.i'li Imii ;l^ litiii' iiioi:il Miiii'tiiin as ilu' |Miiiil lavv^, ainl «!iiili iir

i.iiiUi-'wlinn "iih ;i liulo of |iiiti'iiitir<ni. Iiftil |)r«v<'iil<'ii tin* (ii-ii li^iiiiir

L'uiiuiii iciul uioiuhlv, wittitiut winch thtie cau bo uu ciiiiimercial .^uice!

m^.
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iilftv a letuling, but not a doiniimting part. So the Mercantile app. o, 4.

element was jifradually extruded from the relations In-tween

Eiijjland and hi-r colonies'.

But there was nothing; to take its place: jn-rhaps there was

no room for a consisti-nt policy. Thi' chaos which followed may

even have possibly been the best thinj,' under the circumstances.

For the economic and jMjlitical conditioii.s of the colonies, and

the means of communication betwt-en them and the niothiT

countrj- changed so rapidly, that any complete system adapttnl

to one genenitioii might have caused friction in the next. Ami
indeed the jiroblems of colonial policy in the s»'Vi>nteenth and

eighteenth centuries, had but little real re.somblaiice to those

of the twentieth. Interferences with liberty of tnitle, which

oiicc were thought reasonable, would not now be tolerated by any
' Dominion "

: though they might be endured by such a .settle-

imnt as that of Algi-ria, in which the bulk of the inhabitants

lire not of white racf. l)iiminiotis take the position of younger

;*i.sters, rather than that of daughtei-s. Further, i)y aid of the

tciigraph, many things can now be talked out, which could not

beiir the delays of a j)o.siai return service lasting sevi-r.il months

;

iiiul which were then most advantageou.sly treated by the almost

autocratic ruling of a kindly mother country.

Again, the ordy markets tor loans at that time wfre local or

at bi'si national. Tlu- international loan market belongs to

a later stage, and is indeed largely the j)riMluct ot the electric

telegraph and international civil law. The people of the mother

I Ii' an Tucktr, in 1774, buliUy propuscil to give tlic coloiiistn frfeiloin, and to

j;iiiiri4iiU't' it tt).'aiiist iiU fi)ii'i>;ii mvudirH wliiiti'vcr ": and two of lii-- arK'unuiil^

lor that idiirsr, coinin|{ as tliij' do from u niiiiil of llu titiiM i|ii!iliiy, show how
viry ii'iciit in tlif KO'Wth of our pri'sout MUtiiiiiiils of tL<iiioiiiH' imtionaliiy. it

i^ urk'i'd, iic H»y». " thill if wr !>i'pitr;it<' from tlir ooloiiits wi' slmll lose thi-o tiinii .

l!al wliy 10 ,' The i-o!oiiif8 we know liy uxperittuo will tradt with an;, jirople,

mil witli ill' ir liilt«Ti>-it en^'inii'M, diuint,' tht> hottist of n \va;, and a ••m iinder

laki n at th< ir own HariU'.st reipu'st and for their own -iikis." {hmn tr.nit, pp.

iy"i 11. ! He IS proud of that "bold, free Constitiitioi], whieh is tlie prero>;ati\r

mill tniiisl of 11- all " that set thi'in (or indepeiidi 111 '
' the iiouiniil in whieli

t'aiiiida eanie into tln' possession of the Kii(,'lish. and Hmv ii...i :i hin.: t.i fe.u

fioiii a foreign eni-ni\ "
(pp. IXi li. Hut Ini-oie^s is >. i^in.-.^s. .He would like

1" nj.'uiate tlieni out of opportiinities Im dlvel<lpin^; rn:il mdu-tiie-; tiie Liw.

iiiakinv: It "a capital i.lTeiiee to in\ee-,'i. .irti.-aiis and nifth.ine ~ to leave the

kiii:.'ii"iu,, is unhapiuly suihusi ,ied si> l,ir a-- the c'lomes are ronfeiued: and
a di-jiinetioii from the leirlliii 11 col.Miie, would • rteetuaily put a slop to our

|Jieseiil ehiiKTalions (p. liotii.
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tLtt. u, 6. country were alwnyft remly to s«'n(l out capiUil to thti

branch hoiisiM in the colony ; or to lend it «liri;ct to colonist

whose perwjniil chiinictor th»'y were iiC(]uainte(). For in t

(ielimlt they could appeal to courtH where their own la'

adininiNtore<l under the ultimate control of their own cni

a[)|)eal : but very few p(>ople would take the risk of h nd

a colony of any other country than their own. An aj^rti

f(»r almost exclusive trade in gcMMls with the mother I'l

might therefore cause the colony a little direct Ioh-s
; and \

on thf whole to her int^-rest, becjiuse it multiplied and Mtn

ened the threads by which she held on to the aipiUil miir

the mother country. And even now the exceptional east

which loans of all kinds can Ik- raised in the mothi-r en

is an important asset to a young colony.

T). Some hr<Hu/ roHclmiitniH <m t(t Enylitth Mi m
hgislntlon nml ailminixtrtititni.

There is no general economic })rinciple which sup|HPrl

notion that industry will neces-sarily flourish best, or tlm

will be the happiest and healthiest, when each man is al

to manage his own concerns iw he thinks best. No coiisidi

thinker has ever denied that if the rulers of a peopi

immciisurably superior to their subjects in knowledge

insight, there are uuiny directions in which the {)eoplc m

forced against their will for their goinl : and such cund

undoubtedly did exist under the Norman and Angevin V

But the gap in intelligence and resource between rulti;

the great bcnly of the ruled had been narrowed l>y h,ib

independent action that )\,v\ been evoked when money

meiits took the place of services, more or less regni^itf

custom, in regard to all varieties nt tenure: and again 1)

failure of the regulations by craft gild and town autheri

acok>»«mod)ite lheiiiselv«'s to the changing methods of iiidn

ami agiiin by the partial movement of industriis inii

oouiitrv : and again by tiie partial re-aggicgation of indii

in large villages or towns, not always of anci<'nt ilnti

well as by the Lollard movement, and other preciirsurs u

Keformatioii.

Mercantili.st sUitesmen migla have been ex{»tetc(i b
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h Mimiiilili

that the change in the structure of industry, which woh already *rp. i., 6.

established, must inevitably go further: they might have made

provision for further growth, and <l<'Voted careful thought to

guiding it. But as a rule they m-eni to have adopte<l the

more e»iay course of crude prohibitions atid restraints. They

prohibited changes of occupation, esp<'cially by agricultural

labourers ; and again the <)wner8hip of more than two looms

by iUiyone in a rural district, and again the intervention of

a mitldleman for the sale of goi/ds which the resistless march

(if spt'cialized industry was prfnlucing for geiuiral consumption.

Also their Act of Settlement (lt)()"2), "the most false, mis-

chievous and jK-rnicious system that ever barhurisu\ devise<l...

disenabled the jxtor from settling where they please'";

and their prohibition of all new cottages with less than four

jiores, wfis a crude careless act, because it was not accomjMinied

by any provision of such land. They stem often to have

sought the easier pjith out of a ditticulty, in [(reference to that

which woultl have worked the most goiwl in thi- long run; and

ill luirticular to have lent too ready an ear to the representi-

tiotisof vocal, organized groups of producers arul traders. They
seldoiii ninged thtMu.selves on the side of movements which,

though still weak, were yet destined to render great services to

the country. They regulati'd wages, using sym[>athetic phrases,

but in fact siding in the main with the employer against the

workman, and esjxcially the farm labounr-.

' Arthur Ymjntr, Pulitictil Aritlim,ti,-, 1771, pp. 'JO, 4.

'' Tiiuii the fiiiuouii Statute of ArtiticerH, l.'iii'J, which cuntinacd Hubstantiall^'

iinchuntied. thouKh not generally enforce<l, propoHetl to adjust witt^ex to the

ri»in)( pricof (if provinioDH. No doubt it heuetitted nume o|K'rativo». Hut an

lurmltiir' axsiiist paying wages higher than thuse or.lained were more con-

iipicuiiiin than tliosf againnt paying lesH. It lowered more raten thiui it rained.

Ii left money wages lower relatively to the price nf proviHioiis than they littd

licen
: and their relative full continued fant after it had l)een enaeted. Money

wages indeed roHe only .W per cent, while priees rom- l.'iO per cent, during the

niiUTiilh century {m-e llogers' H'oik and \i'ii<iin, ch. xii. especially p. M'J

;

I'uwin, I.e. p. I'ie. but also p. U3, tending Hlightly in the I'ppdHite direction,

and compare the tiguieK quoted from Steffen tthove, p. Vi'J'2 fit.).

Hewms, h.iiijlish traile •mil tinatwe, p. IIH, h"lds that the Stiitute of

Artilicers"gave the working cliisses into the ImndKof lumiiordfl andeniployerH" :

thiiugii iin uniendment jiassed in th> tii^t year of the reign of .himcH I • forbad

Justices of the Peace, who were cl.itlii"rs, to tix the wr^gi s of weavers." But no
»uch prot«-ction was thought necesHary for the agnLultiirul labourer ; he wan Uft

entirely in the baruii of men who had an interent in buying hi» labour cheap.

M. I, T. 4«

I
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Ml'. D, fi. Mercantilism in its lattr phiistin wan ofU-n iilniDst Puns

obsoU't*' ; and, partly for that rt-aaon, weak and corrupt

ther« is a certain satisfn'-tion in tnrnin>( back U> Tudor

when its i>»licy hiwi not y»'t fallen under suspicion

upright, incorruptible, cajwible Burghley is connnonly ti

a typical representative of Kn^^lish Mercantilism in i

days: and its 8trenj(th and weaknesH is Wijll illustnitcil

n-solute desjHitism with which he enforced his own irr

opinions. He was by nature neither a Catholie nor ;i

tant. He half inclined to Elizabeth before Mary's sue

to the throne was nearly certain. Then as a jealous (.

ho becami' intimate with Pole: but before Mary '.s dent h

intrij(uin^ with Elizabeth. Finally he bjised his jMiliiy

jirinciple that the " Stati- would never In; in safety whii

was a toleration ut two reli^'ions." The Aehillis'

Mercantilism lay in the eagerness with which its

enforced conclusions, which they themsi'lves had adopts:

out any stnmg sense ot intellectual resj)onsibility'.

It is manifest that the term Mercantilism is not alii

a satisfactory description of the economic chaiaitiristics

ptiiiKl intermediate between the Middle Ages jun I ilic i

age: which may be taken to have begun with AnniiiMi

[K-ndence, the French Hrvo|uti(»n and a ntimb.T of cmh

mechanical invfiitioiis. Li.sts suggestion, tliat Imliw

TliiH f\il ifftct of the Statute lin^'triil on well into thu ciu'litcfiith

Tliil" Vaiidfiliiit {Miiiny iiiiMiifi^ all thhiij; 1784, |>. llsi fi\s "At 1

IH nc'torioiislv knovtii. the deiirm km of hilH>ai' hath hi't'ti foiirnl m) IphhU-

our farmers that the n^iitry iiuci Ju»tic<s of the i'eace, in their (.i»i

HeBHioUH, liHVi" lutj'ly in jM'veriil pUiceH atti'iuptcd to rediemi tliisivilliv i

tlie nervantB' wngeH. " Tlii» contidinee of landowner.s in tin ir on

exjilrtind 11 Kood deal of Knglish economic liistorv. It is piolialily tnir'

other el»nH luis |ioHse.-t-ed for >o lont; so <'oiivtrained a power mer the

of olIieiH and lias ai.used that [lower ho little ; hut yet tliev has' i

grievously.

i-'ortunately will todo artisans wiio often ahle to do hitter f i ili

than th. .lusticeadid for tlieni. Thus in 1771. Hie wat;es of London ta

heen settled at •Jn. ()</. : tint " many master tailors t/avi some ol llnlr i

day "
; they p-iid the l."i». at the end of the week openly ; and tin li I'lU

for a man " in some place where he knows where to lii'd it :
and il th

is not laiil for him on the Saturday ninlit, the master may be ec rtaiii ii

his faei- on the Monday ninininH "
; i|Uoted hy lialton, iliv tnitoriiij trmi

' Professor I'oUard, s.v. '• BurvrhUy " in tlie FncijfUip<eihii I'.riUmni

^-r^-J Z^^--^"
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would be a bftt«T naiiio, |M)int8 to the f'lict thivt MrrcimtiliHiu--

for wi- miiHt continui- to iist- thi- niiinc— hiul two sidi-n, one con-

ct-nicd with lh«' ri-ffiilatioii of tiiKl*- iuid the otht-r with thi-

nguliUion of tht- imhi.striiil ami s<kmiiI onKr of thi? jnipulatiou

at larjfe. On both sidt's, thf coiiiniun-ial and the social, its

^I'noral tendency wa-s to relax and .sofitu rt'strictions and other

ngulutions of earlier tiuK's ; but yet to ^'ive t(» such of them, us

were retained, more jxiwer and cojfency : tor they were su|i|iorted

by the whole force of centralized (JoviTiuneiit, whic-h Ix'eatne in

I'iich successive century, thouj^h not in each successive gem-ra-

tion, stronjfer and more fully imbued with the spirit of economic

imtionality.

During her centuries of appreiiticeshiji Knglanrl develojwd

hi'i' own version of Mi'reaiitilism. It was Flnglish in that it

sIimhI in a middle position between the versi-ris adopted by

the great countries, and those adi.pted by luost of the City

States, and by Holland. For it whs more uiuler the inHiieiici'

ot iiien-lwints and of the people generally than in the Litin

roiuilrii's; and it was more uixler the inHueiice of kings,

>tatesiiieii and laiidowner.->, with no speei.il trading I'Xperiences,

thiui ill tht' City States and in Holland.

In the latter half of the eightei'iiih eei;iury Knghmd had

(iiitgniwii the stage at which Mi-reantile regulations were

(;i|)iil)le of doing much goinl ; and those of them, which ha<l not

Imiii rejiealed or fallen into disuse, were almost without e.x-

ii|itinn working harm and causing irritation. For they w»'re

old luul detailed : and old details are nearly always inappropriate.

Ami they were used as bulwarks tor monopolistic jirivileges,

whirh, whatever tlnir original merits, were sure to be turned

to ill account by those who hail iidierited wealth from energetic

iUicestoi-s; and who for that very leasciu had less energy than

tlu' average tradiT. an<l li.ul more care to detend vested interests

th.lll to overcome new ditKcullies.

723

*pp. n, 6.

•>. ('ollnrfH ;i<nlns t/ttrf n ijinif !m/)*fnK to Ftriirh

iii<lH.itritn. Hilt /iiK MerfiiiitUc pnlirii, rri/staflixiif in tin

luiiiilx nf ii'ial; siirirnitors, mix nii iiiijiortniif roiifrifniforif

iiuim itf tlif rii/t of " Nntnnir' Jriidinii, irhirli ocriipiiil tin-

miiiil.'* it/ till Frinvh pinplv ii litth' liitir.

4C-2

,1^
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Ai'p. D, 6. We must now turn aside to France. For, thou^

English reaction against Mercantilism began earlier th;

French, the French moved much more quickly thi.i^ ' le E

which it influenced greatly.

So responsive were the French to authority and lea(

even in details, that in France perhaps more than an^

else, certainly more than in England, the success of a pi

economic policy depended on the genius and wisdom with

it wiis cjuried out, rather than on the soundness of its

tific basis. Sully's Stoic preference for agriculture over

and manufacture had worked great goixl for France, been

his fearless, energetic uprightness. And Colbert's more niu

preference for trade and manuftictures over agricultui

wrought even greater good ; because, while as uprigl

strong as Sully, he had more knowledge of his busine.'

a greater mastery of details. In prescribing uniform si

certain goods he misapplied, or applied prematurel

principles which underlie the modern movement t<

standardization. Other statesmen in England and elst

had endeavoured to develop mediaeval traditions on i^

lines : but he went beyond all in resolution and ev

extravagance.

His rules turned to bureaucratic folly in the hands of

successors : but he himself was ceaseless in his endeavo

find out where his rules worked mischief, and to modify

or, on occasion, to wink at their evasion. Like all protect)

of genius, he never lost sight of the fact that there is a

fade case against all obstacles to free trade ; and th

justify their e.xistence, it must be proved that they di

industry and trade in some directions more than they eh

in others. But, even more than most other pi'tcctioni

eijual genius, he exaggerated the constructive force (

expedients. He dwelt fondly on each little favouniblc

and he instinctively looked away from its evils

^

But while strengthening the custom-houses at the fV

and sharpening the outlines of international trade, he abu

' It may be noted that the extravapancc of Frencli Jlercantile rem

wa= prominent in the rnin.-^= .-.f Eni,'!!=h s--.on-~n;i-i- in -ic-n-iparativ.-'lv

times. See for instance Mill, Political Economy, v. xi. 7.
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as many local customs barriers as he could ; and he blurred out app. i., c
those features of inteqjrovincial trade which till then had had
much of the real character, and something of the form, of int.-r-
national trade. He aimed at welding France int.. a united
industrial country, which should export highly finished and
high priced goods in return for cheap raw materials and the
precious metals, the sinews of war, f„r his extravagant master:
and he aimed at creating the strongest navv in Europe. His
resolution and the desj.otic power, which he wiel.led, enabled him
m a decade to effect changes that si'dued to belong to a centurv.
Xowhere else did Mercantilism develoj, so quickly its beneficial
influences

:
and its evil influences were kept well in check in

France, so long as his hand was at the helm. But it depended
for Its success on one master mind ; it did not enlist the critical
and constructive faculty of a nation in its service, and it lacked
versitility. The centralized administration of France, while
admirably adapted for turning existing knowledge to a si)eedv
account, proved itself inferor to England's enteqjrise in the
{wwer of adapting itself to new wants and of devising new
methods for overcoming new difficulties : therefore its mistakes
lid to a sudden and fleeting reaction towards free trade'.

During the fii-st half of the eighteenth century France was
learning more from England than England from France. But
French influence is clearly .seen in the tone of the Scotch Hume
m th.. middle of that century: and, though his thought reacted
much upon that of France, yet that debt was far more than
repaid by the influence which France in her turn exerted on
Adam Smith

;
who was the pupil of the Physiocrats and of

Turtr.jt in their pursuit of economic freedom, as well as of
Petty and Locke and Hume''.

' Th,. paternal poliri.-s of tlu. French rulers, of y.-y^,h Colbert's is tl.e most

Z-n^r^^'Tll'T^'
"'''"'"^"'''"°^'' ""'' ""f'"^'r J"d.-e<l in KngUnd until

H \ "rn T ^'""•'' '''''"''^' ''^'^ exawerations of List's vehement

'- "' . ,les C„.,e. Ourrirrr. ,n France avant 17S!». See also Novmarck's
'>«nn-t et .1011 Jemps, especially Part ii.

^a.\uI^'^!^
''""'"'

"! "'"""•"•'i"'' «"J artificial priv,l,.,cs. to which reference
alua,ij been ma.le, seems to have been derived from his st.ulv of con

|«"pnrar.v and past facts at least as much as from th. ...n.ral phL"!,.!
'

'coZ'J'l
""'' '*;"'>"''" ''''"' ^''"^ °f ^"^«"'- '"•' '--^^ impatient 'of theronhdimt do-mas of the French •' Economists."
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Ai'F. D, 6 Thf new French system was the work of greater t

and more interesting men than that which went befori' il

though it was in harmony with the words that were oi

lips, it was alien to their latent habits and instincts : i'

became an effective {)art of the principles of actinn

ordinary Frenchman in common life. Economic liberal!

been assimilated by many leaders of thought in France,

by the great body of the people ; and, partly for that

its doctrines have been stated there with more en

precision than anywhere else.

The suffering of the French people under the pressun

extravagance and privilege of the ruling classes, had mo
hearts of Sully and Colbert, of Vauban and Boisguilbert:

became so grievous in the midd'e of the eighteenth (

as to dominate all French economic thought. Under
fluence of Rousseau, and afterwards of the American Revi

the demand for the abolition of monopolies and privileges

to be content with ])artial reform of details. The saim

that levelled all social distinctions without coinpronii

without consideration for special cases or for indirect

bore fruit in the absolute wording of the economic
" Let people make whatever they like and move

ever they like " :—for this is the true meaning of Lais.se

and Ldissez passer: phrases which have come to be ii

politicians in a sense entirely difi'erent from that whii

perly belongs to them : with results most detriMiinto

to chmr thinking and fair controversy. Laissez /aire (.

imply that Government should abstain inertly from co

tive work : it meant simply that anyone who thoui,'!

ho cotild make anything with advantage, whether on ol

or by a new method, shoiild b" at liberty to do so.

ptisser had its chief application to difbcultios that il

e.\ist in England. It meant that all the various ol

to the free passage of goods between the vaiious Pr

of France should be removed. England had re.i i/.(

Zollverein many centuries before. France got hers

Revolution : Germany had still to wait for another hn

tury. LaUse: passer was however sometimes interpreti

al! frontier duties, even those between different coi
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should be abolished : and for that thu world is not ready api'. n, 7.

yet'.

The American Revolution, which impelled England towanis

broader views of her national economy and of the (iuties which

she owed to her colonists, set France for the time even further

on the path towards freedom of trade. Pitt welcomed the

proposal made by her that the two countries should trade

almost as though they were one. But the English people held

back : and shortly afterwards war obliterated all traces of the

great endeavour-.

The Physiocrats, and in a less degree Turgot, believed that

an absolute government instructed by the philosophei-s was the

best adapted for enabling the people to thrive in the practice of

the new principles. Bat here Adam Smith, following the

tradition of his chief English predecessors, parted fnjm them^

7. AddiH Smith frcqucntli/ sfunred that the Interests of
imVn'idnnls ma if had them to netion iHiiih is not the most

ntndncire to the vcll-heiiiff of the eommutiitif, themse/res

rcdotict/ ill. lint he held that Government intervention

irits likelji to he e.rjttoiteil hi/ intrii/iiinff trcuhrs.

' Turgot wrote to Hume in 1706, " Our economic philosophers, followers of

(^iiesnay, will maintain viRoroualy their master's system. It is a system from

which English writers are at present very far ; nor cau we hope to see them

adopt it for a long time to come, so difficult is it to conciliate its principles with

the condition of monopolising the commerce of the universe." See Leon Say,

Tiinjot. ch. in
'' Lecky, Eiyhteenth Ci-ntiinj, v. pp. ;i7—4r> (ed. i), gives an instructive

account of the debate in the House of Commons on the proposal.

' No doubt the Physiocrats were somewhat influenced by the fact that a

democratic nation is often harder than an autocratic ruUr would be, to a nation

subject to it. For instance, the economic and the general interests of African

slaves and .\merican Indians were cared for better by the French, and even the

Spanish, (iovernnnnts than by English colonists, who were masters of their own
destiny. But the true cause of this fact is that no one is so good a jud'.,'e

of his own case as are onlookers, who have no personal interest in it. Tlie

Slave Trade indeed shows to a greater disadvantage than any other incident

the English "concrete" method of judging each case by itself and with

reference to its own special. incidents. For the best knowledge of those special

incidents lies with those who are most nearly affected by them : and thc>e are

the very people whose judgments are likely to be uneonsciously warped by their

interests. It shoidd b, noted, however, that the laws relating to slaves in some
of the aristocratic colonies of the South were " of extreme ferocity ": but those in

the bom'geois Pennsylvania were mild. Sec Lecky, EiiijlHiut in the Eifihteeiitli

Cintiinj. ed. I. vi. p. 282.
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App. n, 7. Tho Mercantilists have no doubt suffered injustice by 1

taken too literally. But to do more than justice to them,

hide away the real causes of the intense ojtposition to

doctrines, which was aroused in the minds of Adam Sinitl

other far-sighted i.ien; who, b(>ing nearer to them than \u

knew what sort of men the bureaucratic ortieials were,

what sort of advice they would get from self-confident aina

such as Sir James Steuart and (Jee'.

Adam Smith himself fretjiiently stateil or implied tli

would be possible for an omniscient and omnipotent Coverii

to direct the actions of merchants, and other people, in a c

more conducive to public well-being than that in which

would be led by their own interests. But he <lid not Ik

that Gin'crnments, such as he knew them, would liavi'

considerable share of the knowledge of detail, the cea;

forethought, the untiring invention and resource, the con

attention to the ndative proportion of various elements aru

sound judgment of them, which would enable an omni.s

Government to have an advantage over the automatic acti

[»riv:vte interest. He held that, even if a statesman is

ablest man in his country, he cannot divide out his

among a great number of tnides and businesses : and gi'

each of them a better judgment, than will bo worked m
the combined mental activities of hundreds of more or

able merchants, who give much of their time and strent^t

that one thing. And as to the moral integrity of states

he w;is less s;inguine than the simi)le-rainded Quesnay
many of his followers; for they anticipated some um
socialists in the faith that, so soon as a wi.se and right

' .\diim Smith never mentioned lii.f contemporary Steuart ; but pre

liaJ liiin in mini3 all the more. Steuart was a .Jacobite who Uved mil

Franco, and wlio.se political sentiments were much impressed by 1-'

as.suciatious: liis economic tliouj^'ht is mainly a mixture of fresh, shrewd
vidual observations with ciude remains cf old Mercantile fallacies.

(iee, tindiuR that many cf our tishin« galleys went straight fn in .N'owf

land to the South of Kurope, would disciiurat;e that practice ; and even ^ui

it, unless thrv cle.irod fiom ii ISritish port on their way liack. He woiil.]

make it "their interest to stick to their tisliin;,' and coasting, which

persuaded would be more to their adviintage than their voyage to the S

[of (jibraltar]
; for where people have Inisiness .•nougli in a very few einjilnyu

it is the surest way to aet riches." The tisliini? folk m.iy tliink o!b''iwis,>

the Statesiiian iiistru..ted by CKe will know better.

<::K:' .V.
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system should have been .'stablished, the upright inotivcH. by app. i,, 7.

which thoy themselves are led, would be found in the ordinary
man, frail as they knew his virtue still to be.

Adam Smith concedes that " by such [Mercantile] regula-

tions a particular auinufacture may sometimes be acquired
s(M)ntr than it could have been otherwise, and after a certain
time may be made at home as cheap or cheaper than in the
foreign country'." But he insists that the immediate loss is

cirtain, and the future gain problematical. Here and elsewhere
ho contrasts c^n the one hand the abstract i-hance that such a
l)olicy might be carried through with benefit to the nation by
statesmen of superhuman knowledge, intelligence, activity, and
probity; and, on the other hand, the concrete realities of the
world in which he lived. Schmoller, the ablest apologist of
Mercantilism, sums up the situation by .saying :—" It is easy to
understand how di.sgusted an honourable man like Adam Smith
iimst have been by the filthy {scJuwitzi;/} hunting after their
private gains by the business men, whom he was able to
observe day by day in London^."

Another cliaracteristic of Adam Smith's attitude to freedom
of trade, which had been but partially anticipated by the
Physiocrats, was the prominence which he gave to the interests
of the great body of the people ; or, as is sometimes inaccurately
•Slid, of the "consumers" as distinguished from the " producers."
The earlier free traders, Dutch and English, had not indeed
neglected that point; but they had urged the benefits of
freedom chiefly as a means of promoting the commercial
acti\ity of the nation and augmenting the sources of public
revenue: and their oppositit)n to the exclusive privilege of
a group of traders or prcnlucei-s was based chiefly upon the
nijunes which it inflicted on others who were engaged, or might
Wish to engage, in that i)articular trade or industry ; or in some
'ithrr that was directly dependent upon itl But Adam Smith
went beyond them in laying stress on the losses which the
pe.iple suffered from an artificial constriction of a channel by
which their needs might be supi)lied.

' I'.ook IV. ch. II (p. 422 of vol. i of Cannau's o.liiion).

^
I'if I-:n<jligch,' Ihindeh-pnlitiU dex 17 umi 18 .hihrhuiidertg, p. 'lA.

Cr.nipr.ic La>.i«yit's, r<itkMi;irUischiinliche A iifchanunqfit ilcr S u-derVinder
pp. 104—.).
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HI

Apr. I), 7. It hiis \x'i'n siij)|M)st'(l by List and by "thcr writi-rs, fspc

in (jenniiny, that when Adam Smith iirj,'t(l that it won
wise to allow the imlividiiai grciter freedom in tradini,'

foreigners, he desired to substitute cosmopolitan sympj

for a national spirit in tradi'. Hut in fact he had a s

national spirit himself; and the arguments, by which hi

his followers advocated their policy, would certainly have

on deaf ears, if they had called on the ordinary Englishin

count a benefit to his fellow-countrymen as of no greater in

ance than an equal benefit to foreigners.

Adam Smith j)rotests that " the modern [Mercantile] rn;

of foreign commerce by aiming at the imjtoverishment of a

neighbours... tend to render that very commerce insignifii

and that if England and Franco "were to consider theii

interest without either mercantile jealousy, or national aniin

the commerce of France might be more advantageous to (

Britain than that of any other country, and for the same r

that of Great Britain to France." But he goes on, "
1

neighbours, they are neci's.sarily enemies, and the wealth

power of each become on that account more fonnidali

the other'."

Again, "If any particidar manufacture was necessary f"

defence of the society, it might not always be prudent to (It

on our neighbours for the supjily: and if such mannfa

could not otherwise be suj)ported at home, it might m
unreasonable that all other branches of industry shoni

taxed in order to support it. The bounties on the export

(jf British-made sail-cloth and British-made gtmjiowder

perha])s both be vindicated n]Hn\ this ])rinciple." And sini

he admits the scientific ])lausibility of arguments in fav(]

bounties to herring fisheries on the ground that "though

do not contribute to the opulence of the nation... they coiiti

to its defi>nci> by augmenting the numbers of its sailiii>

shipping. ..at a much smaller expense than by keeping a
:

stiinding navy-." These suggestions forcshiidowed thi- ini

which the recent world-war has given to Britain's inciiiii

to incur ct)nsiderable present sacrifice, in order to increas.

> Vol. !. pv. 459. V':0 !if C:iv.v.nr\'^. nV.'.Usn.

10. vol. II. jip. 2:i. i;i.
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sflf-siifticiency at tiines, when hostile .suhmarincs might lower

htT coiinnand of imjxjrts, in spite of her iiowerfiil navy.

Again in matters of purely trade policy, though he urges that

we should not injure ourselves merely for the sake of injuring

nther nations, he afhiiits that when there is a prosju-et that,

l)y injuring them we may eause them to cease injuring us, it

may he wise to do so even at some cost to ouixeives. He
mhiiits that hv policy of retaliatory duties is not • inly defensible

theoretically, but may occasionally be ))rudeiit, even when
account is taken of all the comiilications which it involves.

He discovered numerous and important I'xcejitions to the

" natural law of liberty," and the.se di.scoverios were seldom (t

yriiiri: they wore nearly all su])ported by inductive studies of

the world around him. Further, his views (jf Nature and of life

wire very broad. It may be true that he unconsciously .isstimed

that there was "something of a .Scotchman " inside of every

body: but he was fond of watching varietii s in national

character. He was the last person in the world to think that

wf.dth was the aim of life ; the last person to suppose that the

ideals of a noble life should be subordinated to the growth of

riches by any wise and self-respecting individual ()r nation.

And yet, as a shrewd observer of human nature in the

eighteenth century, he concluded that a strict logical se|)aration

u" tb > business element from the emotional elements of private

})ublic policy was the best, and indeed the only possible,

ifeguard against the weaknesses of ambitious statesmen and

the wiles of fraudulent traders. His position was:— l-t us first

ascertain how the nation may best do its business, regarded as

business. That being done, let us bring into the pi-oblem

higher considerations : let us take account of the fact that the

lite nf a nation is something more than the aggri'gate of the

lives of its members; and let us face material loss bravely, if it

must be encountered on the way towards a higher end. But
Ictus count the cost; and k't us move with special caution if

the cost to the Stat<' will bring with it any political advance-

ment, or any material gain to the individuals or the " interest"

by wliDui it is urged'.

into tlii.'i eouiitry from Germany ; but unfortunately the corrections of thofc

API'. 11, 7.
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App. i>, 7. mistaken, which have be«n maJe in Oormnnjr, haye not b«en noted here.

Ailanv Smith »ay» :—'• Hy pumuiuK hix own intercut he [the inillvidual Sf

an t-mploymcnt for hin capital] friM|uentljr promoteii that of tliH society

eff.ctuully tlian when he nally intondx to promote it" (Book iv. cli. ii. i

p. »•.'! ill OaiinairH edition), and Knios, in a spirited effort to imtur

countrymen to mibMtitiite a real briad minded Adam Smith for that d(vetr

wliom many of their writiuKH portray and label • Adam Smith," Bays tliii

eiitical paaHage in commonly quoted from a Oerniau translation by Stirner,

iiinitB tile word " frequently" ; and thtH makes Adam Smith exprentt a doc
as fundamentally opposed to the wliole Ir. nd of liiH thought, an it is to that o

himself. See Knies, l)if p.ililiiii-hr (hkonomif torn gen-hiehtUchen Slinuli,.

ed. of IHHM, p. i'iO. lo tlie pieceiliii;; patjeH Knii'H had Kiven many instiin

strong expresmonn of Adam Smith as to the failure of the private iiitere'

IftiidownerH, traderx and others to direct their actions into that cbiiniiel >

w iild be nios* to the a^gn v-ate wealth, their own of course beinn leckoiie

and reckoning therefore bein/ male only in terms of money value, not i>l

Koeial value. And Held {Surinle (Ifschichte EntiUituU, p. KiO) is wroth ii^

those who take Adam Smith's " doctrine of tlie natural and necessary li.ir

of all interests as a general and fuudameiital principle," i/norin;^ his con

arguments to the contrary
; and laying excessivi- stress lui occasional pas

in which he speaks of " the unseen hand which leads a man to this end, th

he has not intended it himself." Such men he concludes "can be excused

on the ground that they neither see nor hear anything beyond a few ptii

which dominate their minds,"

Si



APf^ENDIX FJ

THE BRITISH MOVEMENT TOWAUIKS FKEK TIIADE

1. The. policji nf Protective dnticH ims (/ixcnditcif in app. k, i.

Britain bif the miiimanagement of the Corn Lawn. Sliding
SraJes of duties, designed to keep />rieen Kfradi/ of a high
lerel, made t/ieni eery unsteadi/.

It has already boon indicated that the Hiitish movcnunt
towards free trailc in the second (niartor of the nineteenth
century was strengthened by the mismanagement of Protective
duties on wheat. This Section and the next are (Kx-iipied with
details, which may not be of gt-neral interest ; though they bear
directly on a great controversy.

Adam Smith's anger was roused by the inconsistency of
statesmen who compelled the farmer to sell his prwiuce retail,

and forbad the manufacturer to do the same thing. Knglish
statesmen, like others, had begun by prohibiting the exporta-
tion of grain

; then they allowed it subject to taxes and
other conditions

; and later still they encouraged it by bounties
when the price was below a certain level. These bounties
aimed at steadying the national market for grain: in an
ordinary year enough was to be grown to allow for exprtation,
in a bad year all was to be retained at home, and thus scarcity
was to be avoided. But the bounty tendeil to send abroad the
surplus of a good year, so that in a bad year as much importa-
titin became necessary as if there had been no bounty. Thus
the double cost of carriage was wasted, and English people had
to pay for their food in good and bad seasons alike at rates
which would naturally arise only in bad seasons. During the
years 1773 to 1792 the English corn trade was left practically

' TLis Appendix ia associated with I, iv, 5, 6.
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Aip. r, 1. tii'f tit tiillow its own cunrMt' ; anil Ailiini SmitliH jiidj^nit

to thf ovil iiitliiiiiif of thi' iHMititifs on I'Xjxtrtiition ivi

BoiiiL" MiipiHirt from the liict that iliuing thest' years tho [tr

wheat Hiictmitfil less f.hun ihirini,' thf prfccdin^' |x'rio(

which costly hoiiiitirn hail hern ^'ivrt, with the iivowtd |iii

of Hti'ail\iiij( prices, and with a side view at their eH'e

raising rents.

The course of prices diiriiij^j the war was irre^'ular.

risks and liijrh freights, hlockades, and currency troiililes

origins of disturbance in which etl'eets came at irre

intervaisi after their causes : and to these were adde

ahnornial niunher of very had harvests'.

On the whole the war brought prosjM'rity to landloril,>

farmers: they learnt to take a lofty view of their stations

the mofle of expenditure apiiropiiate thereto. They had

shaken l>y a fall in the price of wheat from 155,v. in An
1H12, to 7.S.V, ()(/. in December, I8l:l; and Committees i,

two Houses in ISl.l— 14 investigated the price which

necessary to give the fanner a fair profit, with just about

amount of bias which is cominotdy found, when persons n
senting any one interest meet to appraise its claims relat

to othei-s. They thus prepared the way for the law which

to prevent the peace from bringing its natural ble.ssing

the English pioph'. In 1815 the importation of wheat

prohibited e.xcept when its market price was above >

although when it was at that price, the wages of the onli

labourer and his family would barely purchase eiiougii h

to satisfy their hunger, if spent exclusively on bread.

The rents of land had been made very high bv the w.ir

bad harvests, which rai.sed the limited home supplies

extravagant prices: the rate of interest had also been ra

high by the destruction of capital, as was shown by the

price of consol.s. The landlords, like many people eveu iio\

such ca.ses, argued unconsciously in a circle: they thougiit I

' In eleven veiirs nut of twcntvtwu, viz. IT.ti, .">, !l, 180i», 1. 7 1-.',

harvests iif -orn mid especially of v luat were detioieiit : in some the ^-ea

was '-of a defoliitin^; clmnicter extemlins,' over the greater part of han
(Tooke, llhtiinj of imas, n. 347.) When crops were rather poor in Entii

liiit not abroad, tVeii-'lits with JMKiiiniice sniiietiiiies reached from !(.'y. •! ."'

(lUHittr for vovat;ts of no very ^reat length.



THE MISM.WAdEME.VT OF THE r<mx i.vWs

rt'tiN ou^'ht u> l)e Husfairi.-d sn as t., crui...... to pu mI....,! this
hiKh nttc ..f intt.re«l ,.„ th- .nHut..! pritvs; and in surh
nrkor.ii.KH, though nut whfM H<.t;ii.K' ii pri.- ..„ th.i, l.„.,| f;,r

shI,., thoy w.-re likdy t.. I.^avc- .,„t ..f account tlu- uu-.,,,,.. n(
>,H.-m\ atnrmty aixi political inHiicncc to U- .i.-rivcl JVotn it

They iH'licvcl that the ntability of (iovcnnncnt and the
M,.'..ty of tho country d..pen,h..| g.-.-atly on the nmintcnanoc of
the (li^iity ot their order'.

In 182H recui.rse was had to a vigorous applinition of th..

I
Ian ol taxin- the in.p,rt. of com on a .sliding .scale, that i.s, .so

that the tax wa.s high when the n.ark..t price was low, an.l
low when the nmrk.-t pri.-e wa.s hi^h. Ureat benefits to the
l.iriners w,Te anticipat.d fro,,, this plan ; but it turned out to
!).• injurious to all concerned; and. .since its failure contribute.!
Kr..itly t.. th.. .lownfall ..f th(. .system of Protecti..n, th.. natives
whwh l.-d up to it, and the cau.ses of its failure des,.rv,. .son...

.letaile.i n.)ticc.

Its advocates .s....rn to haw son^whut overrate.! th.-

ulvantaKes of .stea.lin.'ss of pric- ; to hav.. ^nvatlv underrat..!
th.. cost which the various schemes pr.)i)os..d by them for
..htaining it would inHict ..n the nation : and t.) have made no
upproach t.) u s.)!ution »( th... sci..ntiric prol)lem :—what are the
cun.litions under which an imp..rt .lutv, wh.'ther simple ..r on a
HJi.luig .scale, will make f.,r stability ' C..,. litions can indeed be
imaKm.Ml un.ler which a sli.linjj .scale n.ight f,.rm part of >.

IK.I.cy that would mak,- f.,r stability. But under the on-
•litions of wheat supply and .|,.mand in their time, it i.ece.s.sarilv
made for instability. L.'t us look into thi.s.

European wh.-at trade in the first half r.f th(. nin..te..nth
century was con.lucte.i un.ler "..ry .litficult conditions. Wheat
IS tn„ heavy to be carried long distances, even on poo.l roa.ls-
and the ruads in Central an.! Eastern Europe wer.. very ba,!
>>mv parts of North- \V..stein Europe ha.l good roa.ls. an.f .some
had excellent water communicati..ns : but, as most of them

' llie mure old fnshionea amonj,' tlio.n would Imve endorsed .\rtluir Youpk'.*

; 'i',",V'.,
"' """ " ^"°' ''*" """'^''"^ ""'' ""' '"'""^^'J^ of a ..reat Empire are

,' ' ,",'" -" ""' ":'-«i-' una iiiixnumciun.-. (yuoied iiy Buxton
^""IIIO' (lllil I'vliticf.l. li.)

"*V"",

I < )

AtT. r, I.
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il

!

App. E, 1. bore a relatively dense population, they needed their own
for thtiuselves; and, indeed, wheat is not partial to

lowlands. The main trouble however arose from the fact

(1) large organized production and trade need confideii

the part of producers and exporters that they will find a i

market for any goods which they may offer ; .and (2) th(

means by which the price of an uncertain crop, such as i

can be steadied to the home producer, are just those

make the country's demand for imported wheat uncertai

unpredictable. The two chief means that might be at

for that purpose are (a) to give an export bounty on

when its market price is below a certain level ; and (6) i

highly or even prohibit its importation when the price is

a certain other limit, not much higher than the first. S
responsible wr'ters have urged that, if it were thought

while to incur the expense of artificially steadying the pi

wheat, a two-sided arrangement on '. jse lines would havt

the best.

Such a scheme might effectively maintain a steady

in a case similar to that of Greece to-day, though of cours

great cost to the country : for hei otal demand on the

market for wheat is very small relatively to the agp
supply, which will in any case pass through the Meditern

from the east and the west, the north and the south.

even in such a case as hers, no arrangement of import

could steady prices unless accompanied by export bounti

contrived as to carry off any surplus of our own prodi

over consumption which might be caused by several exo

harvests in succession.

But England's position in the first half of last cei

was very different. She was the only large importer of w

and therefore it was to her intert'st to let the foreign pnn

know what tax he would have to pay on selling it to hei

moderate fixed duty would have discouraged him only a 1

he was almo.st wholly di.scouragt.'d by b(;ing to'd that u

England had a bad harvest his wheat would be adtiiitt»'(i

after paying an exorbitant tax. Tooke, afier making a s[

study of the subject concluded that, when wheat was scar

Entrland, it wiis a eood deal more likely than not to be s
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THE MISMANAGEMENT OF THE CORN LAWS

also in North-Western Europe generally : and, so far as this
was the case, the foreigner oidd e.xpect to sell under a low tax
only when he had not much to sell. Consequently he grew
little or nothing definitely for the English market; and
England's imjiorts were made up of the surplus of wheat crops
of districts, in many of which rye was the staple f.,od

; and the
supply which she got from any one port would often vary
tenfold irom one year to the next'.

Thus the sliding scale made the foreign growing of wheat for
the English market to be an act of gambling rather than of sober
business: and it also induced, if it did not compel the
importer to arrange his sales so as to intensify the fiuctuations
of prices

;
and so that his wheat greatly injured the English

farmer without greatly benefitting the English consumer ^The
farmer did not sell at very high prices, and the English con-
sumer often paid very high prices; while the English Exchwiuer
reaped scarce any profit. For the importer took care not to sell
till the English stocks were nearly exhausted ; and the conse-
quent rise in price let his wheat in at a low duty. Of course
speculators are always inclined to hold back for an expected
rise in price

:
but, when a small rise in price will bring a large

reduction in duty, it is worth while to wait for that rise, even
at a great risk of failing to sell at all-'.

' This can be traced (or the year.s 1800-30 in J. Mar»hairs vr.'M Du,c., of
otiieial statistics publi.shed in 18:^3, vol. .i. ,,. loi ; and for lH2H-;iO in fooke's
Uisumj, vol. VI. pp. 451-3. The irrefjiilarity of the tiguixs there given is in
great eontrast to the regularity of the correNjionding tables in recent number-
of tlie Statistical Abflnictfur tin- Cnitcl Kiiigdnm.

Tile total prohibition of the importation of wheat when the price was below
HO,, wloeh ran fro.n 181.5 to 1828, caused the hi.-hest price of a vear to be often
nearly .>n,«. above the lowest. The expectation of a price approaching to 80. iu-
«u3,.d farmers to sow wheat even on damp, cold h.llsides, Inring labour in ta.it
c'ornbinat.on with one another, at w.ges that often needed to be eked out byallowances from the parish; and in this way the average price fur the 18 ye.as
"•iis kept a httle below TO*.

^

The sliding scale, which was in operation from iH'jy to 184:H l,.vied durinir

nrLV?o"
"^ " ^'""'.^ ^'"^ "" ""'"'""' ''"'"' "'-^^'^' "•"'^ independent of theprice at the moment; but was the excess of .SO... S.l. over the aterage Engh.h

IT "'
'I'T T"*"

'"'™''^'"'^' "" ''^"' ''"""" ''">• '^''"^ ^^-^"^ the general

2ht K ' '. r
""''™"' P""^'" ''•"''""* ^'"' "'"' «"> •"""""' of wheat

m.»,ht be imported during the next three months at the nominal duty of 1.

«!„.„.>;!" .?'"'
^''^f"

™''^ be added. The duty was practically prohibitory
^"'"' '"" '""• i' f«" lo itJ»- "<'•> wiieii the price was 69*.; and

M. I. T.
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App. E, 2. In the result prices wore very irrej^ular. In 1819—182

numbers of farmers failed, because grain was abundant : a

of indifferent medium harvests kept them fairly pros

till 1831, when they were again brought into straits b
harvests'.

2. The repeal of the Corn Lairs roiifd not jmnh
full effect at oitee. It did not eaitue a great full
price of wheat: hut it hept the price almost stati

ill Britain while it was rising in neighbouring countri

Some authoritative writers have claimed that the 1

of British wheat prices before and after 1850 proves th

Corn Laws did not raise prices very much, and therefore d

inHict great injury on the people. As much stress has

laid on this argument, it calls for examination.

The difficulty of obtaining grain from abroad in the s^

quart(!r of last century did not lie in .scarcity of land for gr

it, or of people willing to work on the land for low remi

tion. If England had offered a fairly steady demand f(

million quarters of imported wheat, many rich areas would

improved their communications with great European rivei

have been able to send her large supplies at a low cost.

as things were they lacked the incentive for such developii:

then the merchants received 52». id. net. But if they held back t

price was VBc, they paid only 1,<. ; and received 72». net. Conmiueml
maiweuried to yet the jirice toicardn 73.<. ; and then they imported (or tc

of bond) suddenly larne quantities : and tliua lowered the price a little.

brought the tax up somewhat ; and therefore other merchants were wan
from intruding; on their market. Many English farmers could not
and sold at relatively low prices. Therefore they did not gain mu
the tax : while the Exchequer gained very little : but the poor eun

paid terribly. The foreigner who happened to have a surplus gained
But, as in another year he might pnibably be unab'^' to sell for exportat

England at all, he grew little or nothing specially for exportation. A full

of the problem is made by Tooke and Ncwmarch, I.e. vol. iii. eh. i. lu

p. lOH, it in observed that many farmers being in arrear for rent, or p
for payment of a debt, force the whole or nearly tlie whole of tlieir

for sale iuimediately after the harvest : and of course relics of this ten

remain now.

' They weathered that misfortune better than the last, for by the piec

experience -'they had been taught prudence," and had become "ii dif

class of men to what they were "
(//. of L. Committee on Agriculture.

y. 3163, 4).
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tor they could not expect to sell their wheat in any country app. e, 2.

except England, at a price very much higher than that of their

own homes. So, when at last England's market was thrown

open, she had to rely largely upon those sources of supply which

were already in fairly close touch with the sea'.

Therefore the full ett'ect, which the opening of England's

[torts to wheat exerted on the available supply of wheat, would

not be likely to show itself for many years; and meanwhile

prices in the world's market for whiat were disturbed by the

new gold supplies beginning about 1850, by a series of wars

and by some exceptional harvest.s. In many years indeed these

disturbances exerted a much greater influence on the price of

wheat than had buen exerted by the rather low import duties

levied in England after 1848.

To go into particulars :—Bad harvests had been exceptionally

frequent during the great war; but they were exceptionallv

rare during the next twenty years. In each of the six years

1832—7 the home crops were sufficient for the people's con-

sumption : the import duty was practically inoperative ; and

prices were relatively low in spite of it-'.

' .Accordingly, when Jacob, the best authoritj- on the qutstion, was sent to

inrestigate the Baltic and Black Sea sources of supply ir. 1826—27, he reported

that, " if the quantity of corn grown in this country were diminished one-tenth .

.

we should have to pay the foreigners double as much as we now pay the Knjjlish

farmer. There is corn eiiouKh...but it must be drawn from such a distance

with land carriage.'' He a'Ms that -some of the mariners did not understand the

use of the compass : and that Kussian grain seldom passed out of the

Mediterranean.

It is true that the coa>t line from Hamburg to Biga was the chief >ource
of England's supplies of wheat then and for some little time afterwards ; tliat

the live great river basins which these porta served were so far distinct that

variations in tlie price of wheat between different parts of I'rusi^iu were much
(jruater than between different parts of England : and that prices were habitually

rather high in Westphalia, where population was relatively dense. See a study

of this problem for the years ISlti—41 by Bawson in the Statixticcil Jounuil,
vol. V. He makes out his case both by exclusive reference to wheat,
and— ftbich is fairer—by comparing wheat in England with rye in Prussia.
His analysis of the causes of such variations .seems siijjorior to that in the better

known study by Cliffe Leslie of " Prices in Germany in 1S72." Marshall's
Digest. 1S33, Part ii. pp. ',(8-100, contains the chief lesults of a Foreign Ottice

iniiiiiry in 182i; as to the prices of wheat in variuus places from 17uO to 1825 :

towards the end, the inijuiry ranged over 32 European and 4 American markets.
' See Tooke and NewiDureh, ','•. vol, v. pp, 03— tj'j and p. 223. France in

47— -2



740 BRITISH MOVEMENT TOWARDS FREE TRADE
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App. E, 2. After two bad and several moderate harvests, the

1845 together with the potato disease caused such dist

Peel committed himself in 1846 to complete repeal

the Registratioi.. '.uty) in 1849. The harvest of 1849 v

but, except in that year, the price of wheat was kept if

years 1847—52 by abundant, almost untaxed, supplies fi

of the Continent in which the harvests had been goo(i

those in England ha been bad : it has been estinia

under the old regime Lnglish prices would have been 2C

than they actually were. In 1853 harvests were bad thi

Northern Europe, and prices ruled high : but they v

higher in England than on the Continent ; though the

had been under similar circumstances before.

During all these years the main roads were being i

everywhere : and railways were helping to keep the "
(

prices of English wheat down nt'arer to those of foreign

English ports than before. But the railways of the C
were of ri;latively little service. They had indeed r

appearance in Central Europe before 1846 : but, of com
went first to thickly peopled districts, which had litt

to spare. And it wiis not till the Crimean War ha(

the supreme military importance of railways running

frontiers, that many of them were driven through tl

wheat-fields of Central and Eiistern Europe.

The Crimean War was accompanied by general bad h

freights were for a time very high, and the Russia

was of course interrupted. To these ])owerful causes

prices anotlier was added. For before the repeal

Corn Laws the world's stock of gold had been shriiikii

tively to the work it had to do ; and, in consecjuencv,

prices had been falling: but the new supplies of gold,

suddenly fmm California and Australia, upset men's C(k

uient and forced general prices up to a temporarily

level.

It was just when all these exceptional causes wurc \

tngether that that rise of wheat to a little over TO.s. ui

particular was a lar^e exporter : lier high import duty wa.i tlierefore ino

and her wheat prices of course fell wry low. The siu'niticauce of thii

iioiiK'tinK-s l>een n=istaken, iind usoJ amiss in cuulruvurty.
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which has been urged as a chief reason for doubting the in- app r., 2.

riueuce of free importation in lowering the price of wheat. And
A second rise in 1867 to a price a little above 60s. had been
forced to the same service ; though it is amply accounted for
by simultaneous exceptionally bad harvests in America ami
Europe in 1867, following after the indifferent harvest of 18(56.

This brings us to the time when the conditions, which
govern the trade in wheat, began to assume their present
form: and the price of wheat in England ceased to be
materially higher than in neighbouring countries, in spite of
her rapidly increasing and uniijue dependence on foreign
supplies. She was favoured by her geographical position
relatively to America

: and later on prices in Germany were
influenced by the increasing stringency of her Agrarian policy.
Thus prices in England have fallen increasingly below the
prices in Germany and France : it is true that they did not
fall much between 1849 and 1875 : but in the same time they
rose greatly in those countries. This contrast embodies the

!

chief result of the repeal of the Corn Laws : it did not cause
a great fall in the gold value of wheat in England ; but it did
prevent a great rise in that value'.

'The following table is taken from the article by Conrad in the
Handwumrbuch on " Getreidepreise." It represents prices per metric ton in
markB.

Yuu

1816-20

1821-30

1^31-40

1841-50

1851-60

18til-70

1871-75

187fi-80

I'^Sl-KS

1880-90

1891-95

1896-1900

1901-05

190t)

19117

England

364,0

266,0

254,0

240,0

250,0

248,0

246,4

20f>,H

180.4

142,8

128,2

134.3

140,3

142,5

143,5

France

265,5

192,4

199,2

206,6

231,4

224,0

248.8

229,4

205,6

193,2

178,5

178,6

178,1

Prussia

206,2

121,4

138,4

107,8

211,4

204,6

235.2

211,2

189,0

173,9

165,5

160.9

163.9

173,4

209,3

Province of
Pruiisia

181,8

109,2

133,8

160,4

199,6

195,0

225,0

202,2

182,6

165,6

163,2

157,9

lsl,9

170,5

202,0

Westphalia

240,8

132,6

147,8

182,0

223.6

218.6

246,0

222,4

197,6

183,6

173,4

168.4

165.8

178,0

202,0
I'lmng the whole period France has produced nparlv all the wlio.it sh..q-r-

:
oui stie has long ceased to export it in considerable (juantities. The
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Arr. E, 3. ;{. Aif/iotigfi eronomir snenrc irttn much adra

Adam Sniith'i* Hiuressttrx, tJuir rkwx vrtr gnur

hroad. than h'n: and their dwtrims irert' somctli

verted hji weal or part'mm adherents into ahsolnte u

Adam Smith's successors had less of that brca

moderation which eome from a hjng training in j)hilo8()

scientific thought. Most of them had a great expei

affairs, and had accustomed themselves to speak with t

and directness, which give special value to the uttei

a business man when he is speaking on matters w

personal knowledge ; but which, when he strays beyo

often tempt him to make simple sweeping statements

sco])e without the necessary limitations and conditioi

unfortunately two strong but exceptionally abstract

Bentham and James Mill, threw their influence on th

large generalizations. As a rule however the dogmati;-

seemed to pervade the chief English economic writin]

first half of the nineteenth ccnturj' was apparent, rat

Province of Prussia has aUvaj-s produced wheat largely in excess (

requiroment-i. Westphalia has needed increasingly to import suf

other parts of Germany, or from abroad. Prussia, though formerly i

on the balance, now imports more tlian any other country except

tlioUKh of course ordinary statistics do not distinguish her trade

of Germany. A comparison between Westphahan and Enj.'h«h

specially instructive, because both Westphalia and En^rlaud im|

largely.

The prices in London are about as low as anywhere in Eng

prices in Berlin for the more recent of the years here shown are ra

those in Westphalia ; though Berlin is on the border of the chiif w

of Germany.

Germans have paid special attention to relative v.iriations of p;

in Germany and Kussia : and have ritjhtly laid great stress on th(

there being no true world market for rye, these variations are more (

those in the price of wheat. A few paradoxes which havi' disti

English writers seem to be explained by the fact that a country iiwy

on the balance from another, where the average price is higher, if li

been harvested in bud condition, and that of the other in good.

' This Section and the next are, in part, reproduced iVum mv 1

.\ddress to the Economic Section of the British Association in 1

is accessible in The Statinlioil Jimriud for that year. Professoi

Well remarks that "as Adam Smith had influenced Pitt, so liicanlt

Peel '
: and in view of the relative lack of independence of Kici

followers "fortunately it was Peel who translated his ideas int(

Camhriiige Modern History, vol. x. pp. 773—4.
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real. It ropresonted a dry businossslikf iinxlc of .spfuking, in app. 2, 3.

which much is loft, to be filli'd in by the common sense of the

listener ;
it wivs not a premature attempt at a systematiavtion (jf

knowledge. But it misled adherents as well as opp<inents ; and
the efforts of English economists during the subsecjuent half-

century ha'-e scarcely sufficed to liberate their science from this

tradition of dogmatism.

The change may, perhaps, best b«' regarded as a passing

onward from that early stage in the development of scientific

method, in which the operations of Nature are represented

as conventionally simplified for the puqxjse of enabling them
to be described shortly; and entering on a higher stage, in

which they are studied more carefully, and represented more
nearly as they are, even at the expense of some loss of simplicity,

detiniteness, lucidity and consequent popularity. The English

economists of fifty years ago were gratified, rather than otherwise,

when some faithful henchman, or henchwoman, undertook to

set forth their doctrines in the form of a catechism or creed

;

whereius now they recognize that every short clear statement

of economic doctrine must be a truism, unless it be false.

It has, indeed, been an unfortunate thing for the reputation

of the older economists, that many of the conditions of England

at the beginning of this century were exceptional, some being

transitional, and others, even at the time, peculiar to England.

Their knowledge of facts was, on the average, probably quite

as thorough as that of the leading economists of England or

Germany to-day, though their range was narrow. Their

thoroughness was their own, the narrowness of their range

belonged to their age ; and though each of them knew a great

(leal, their aggregate knowledge was not much greater than that

of any "no of them ; because there were so few t)f them, and they

Were so very well agreed.

Their agreement with one ai.other made them confident

;

the want of a strong opposition made them dogmatic; the

necessity of making themselves intelligible to the nudtitude

made them suppress even such conditioning and (jualitying

clauses as they had in their own minds. Therefore, although

their doctrines contained a vast deal that was true, and new, and
Vvrj- miportant

;
yet the u-ording uf these duutrines was often
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**p. f. 4. so narrow and inelastic that, whi-n applied under conditii

time and place different from those in which they had
orijjin, their faults hecanie oh\ ions and provoked reaction.

It was clearly to the intt^rests of En^dand that her n

factures should be admitted free by other countries: thei

any Knglishnian who attempted to point out that there was
force in some of the ar^'uments which were adduced in fav(

Protection in other countries, was denounced as unpati

Public opinion in En^dand acted like the .savage monarch
puts to dtjath the me.s.sen<,'er, that conies running in ha-s

tell him how his foes are advancing on him: and when
Stuart Mill ventured to tell the English people that

arguments for Protection in new countries were scientif

valid, his friends spoke of it in anger— but more in .sorrow

in anger—as his one .sjid departure from the sound principl

economic rectitude. But killing the mes.sengers did not

the hostile troo[)s of which the messengers brought record;

the arguments which Englishmen refused to hear, and tl

fore never i)roperly refuted, were for that ver>' reason thos

which Protectionists relied for raising a doubt in the ii

of intelligent and public-spirited Americans as to the sciui

soundness and even the moral honesty of English economics

is however to be remembered that, in that age as in the pre;

exaggerated notions of the .scope and cogency of ecoiK

doctrines have been less frequent in calm academic discuss

than in heated pijlitical controversies ; and especially in t

in which business men, however capable and upright, 1

sought to find in economic doctrine a support for prac

conclusions in harmony with their own experiences, oj)iii

and sentiments:—and, in some cases, their own business

terests.

4. Orerstateinents of (trtjinnents in fivouv of I

Trade have retarded the (/eiieral arreptawe of that /
of it which maj/Jiixtfi/ claim to be of nnirerml ralidifi/.

The first great difficulty which English economists bar

addressing themselves to the problems of cosmopolitan econoii

arose from the fact that England was an old country—older t

Aini.Tic;! HI every sense; and older than the other ciiuntrii.
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Europe in this sense, that she had accepted the ideas of the new app. k, 4.

and cDming industrial age more fully and earlier than thiy had.

In »i«'uking of England, therefore, they drift.d into the habit of

using, as convertible, the two phrases— " the couuuiwlities which

iK'onntry can mo-- produce most easily," and " the commodities

which a country nas the greatest potential advantagis for pro-

ducing"; that is, will always be able to produce most easily.

But these two phrases were not approximately cmivertible when
;i])|)lied to other countries ; and when List and Carey tried to

call attention to this fact. Englishmen did little more than

repeat ol(i arguments, which implicitly assumed that New-

England's inability to manufacture complex products had the

same foundation in natural laws as her inability to pnxJuce

urange.s. They refused fn irly to meet the objection that argu-

ments, which prove that nothing but good can come from a

constant interchange of pnxluct between temperate and tropical

regions, do not prove that it is for the interest of the world

that the arti.sans who are fed on American grain and Tiieat

should continue always to work up American cotton for

American use three thousand miles away. Finding that their

case wiis not fairly met, the Protectionists naturally thought

it stronger than it was, and honestly exaggerated it in every

way.

Looking back then, it is easy for us to .see that English

economists made a grave error of judgment iis to the proportions

of one leading jjroblem of their own age, though n.^t of their

own country. They misjudged the needs no less than the

potentialities of backward countries, and especially of new-

countries. They took too little account of the fact that, though
any one county of England, which had latent resources and
faculties for an advanced industry, would attract that industry-

to itself from other counties; yet what is true of counties is not

true of countries.

It the neighbourhood of coal and other causes concentrate

those English indtistries in which man's command over Nature
IS rapidly increasing, chiefly in the middle-west, the benefits

ansuig from this new power are in great measure spread over
the whole country. Tho.se born in Devonshire and Sus.sex who
nave ii imn tor the rising industries, can geni-raiiy remove to them
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ATT. r, 4. without snajipiiig thrir iimin ti<'« iw hiiiiiaii lu-ings. Hut

country may be doniinantly rural; may lack the Htimiili

culture of a nervous town life, and have no access

economies of manufacture on a large scale: she will ihvu

comparatively little consolation from knowing that thi

busy hives of intlustrj' and thoiight in remote lands.

The failure of English economists to allow for the

circumstances of new countries did not end here,

.saw that Frot»'Ctive taxes in England had raised the
|

wheat by their full amount ; because increased su|)i)iic

could be raised in England only at a more than })roj)ortii

increased cost of labour. They saw that the high ji

bread had kept a large ])art of the jwpulation on insu

rations, and had enriched the rich at the expense of ;\

greater loss to the ri-st of the nation. They saw th

loss had fallen ujwn those, who were unable to lose ii

wealth without also losing physical, and even mental and

strength ; and that even those miseries of the over

factory women and children, which some recent writer

(uscribed exchisively to recklessness of manufacturint

petition in its ignonvnt youth, were really caused chi

the want of freedom for the entry of food. They were coi

that the benefits claimed for Protection in England were

without exception, on false reasoning: and they fought

it with the honest, but also rather blind, energy of a n

zeal.

Thus they overlooked the fact that many of those i

effects of Protection which aggravated then, and would agj

now, its direct evils in England, worked in the opposite di

in America. For, firstly, the more America exported Y

produce in return for manufacture, the less the benefit :

from the Law of Increasing Return (i.e. the law that nnmu

on a large scale is more economical than on a small). Tl

case was contnisted with England, who could manufactu:

cheaply for her own u.se the more of her manufjxctures ;<

abroad; and for this and other reasons, a Protective ta.x

nearly always raisi- the cost of goous to the American co

bv its full amount.
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5 Jt (loe» mt nitftear that any emlmtit fvnmnnUt main- app. k. b.

tained a jm$iti(m of hostility to the Factory Avt^
;

thoiuih

they irere bitterly opposed hy xome writers iiho futd a niiper-

ficinl huwledije of eamoviivn.

A n'i>r..arh is somotiiiu's brought aguiuht the British inovr-

,.K.„t tuNvmlH free trade, to the .l^-.ct that the eeononue

principles on which it was bascl, hd to a eoiuieinnation ot the

Factory Acts.

It is to be observed that i.-ither Uicardo, nor any oth.T

member of the great cterie by which he was sinrounded.

,eetns to have been qu(.te(J as opi-osing the early Factory Acts.

It is however true that I^.rd Lau.ierdale, a brdliant tree lance,

keen withal and suggestiv but erratic an-l unstable, opi.oseil

the Bill of 1818 in the name of "the great pruiciple .>f Political

Ec-onomy that labour ought to be left free." The Bill wa.s

chiefly concerned with the conditions of work of young children:

•vnd J S Mill may have had this contention in mind when he

remark(-.l, that however undesirable it might be t.. interfere

with the freedom of labour without due cause, it was clear

that "freed..m of contract in the ci«e of young chihlren is

bi't another word for freedom of cc i'."

The must eminent economists the period intervening

k-tweenHicanlo's age and J. S. Mill's great work on econonvics.

were mrhaps Tooke. McCull.K^h, Newmarch, and Sem-.r. 1 he-

first three, though they wrote mainly on busmess atlair. and

said little on the human side of economics, were support rs ot the

acts. Tooke was the author of the celebrate.! Merchants 1 ehtum

of 1820, which initiated the movement for free trade, an.l the

founder of the Political Economy Club : he superintended durmg

,„any years the official investigations of the conditions of work

in mines and factories, which resulted in reform, ^ewmarch,

his coadjutor in the later volumes of the Illdori, of 1 r^ces,

wrote (vol. V. p. 421) that it was "ditficult to overestimate the

importance of the factory =xcts." McCulloch, at whose bourgeois

attitude Carlyle gibed with more elo.,uence than knowledge,

endorsed their policy {Didiuiiari/, p. 4:5).

. Hpr Mi!!V. Principle!, v. xi. 8. Laudpnlale's remark is quoted by Smart,

Economic AumU, 1801—1820, p. W,S.
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*rp. r, 6. Senior had pcrhiijiH a Htnmgor intolloct than any of tin

anil hf wiw madi- Pmfi'UHor of Political Economy at Oxfonl,

thf i^roiind of hin reputation an a very abli- man, with ^'i

knowledp" of the world. He accepted thi* office, holding' t

though in otln r sciences a man must travel far before he was i

pii.sition to ti)rni a ^uod opinion of his own, in [xilitical ecotm

he could HjH'ak with confidetic*', when he had merely wall

" to the -nd of hiM pirden." After a Kve years' tenure of nft

he iwtflHed toothi'r work; arul, when reapiK)inted after an inter'

he had learnt that economic problems were not simple; and

marie l)rilliant contributions to the s<nence. In his earl

phase le- had op|x>sed the Factory Acts: in his later phase

Was one of their heartiest supjxirters'.

Tht'se tacts raise suspicion that the term "ecotioiuisl

nmst have been used in a sense in which it referred, not to t

loadinj^ student>- <>f economics, but to j)oliticians and otii

who nH'ected to sj)eak with economic knowledge, though w

but a slij^ht foundation for their claim. It is to such men tl

(Jreville refers in a passajje which h.ia been frequently rejxati

and has oven been used by economic authority of the first ra

as sole and sufficient evidence for the statement, that En^ii

economists getierally had eagerly opposed factory Icgislatiu

that is to say, it is taken to refer to the chief students

economics at the time, whereas in fact it refers exclusively

' Tlure wi'iiis to be some reason for thiiikinK that, in hin carlifr I'liii

8unior fell into a rather common mistake as to the effectH of such a chanRe
a compulsory reduction of the hours during which raanufacturtrs kept tli

machinery at work. He seems to have ascertained "by observation" thHt I

total net profits cnriiel by many mills did not exceed the lorn) which they woi

incur if compelled ti> reduce by an hour the time during which the machint
was runiiint,' ; and to have converted this result into the conclusion tliat ihi

mills would miike no nit earninK'H if their hours were thus reduced. And
;

it was well known that Uobi^rt Owen's brilliant experiment at the Lanark Mi
claimed to have proved that the iiicreasid enirny and care with which operativ

and especially children, worktd for shorter hours, increased the output perLo
greatly. And it was known that, even if a somewhat reduced output had result

from the change, the manufacturers would have received some compensatio
because the prices of their products would certainly have risen si mewhat, bo

in the honi market, and in tliose numerous foreign markets of which Kn^-lai

had a firm t. jld. It wa.s not possible indeed to be certain how far these palliatis

Would reach. But to iu'nore them altotjcther was unreasoiiable. And, in hi

case, it was wron« to claim for his conclusion, as Senior apiuurs to have <loi:

tiiat It was based on direct observation.
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iiumlHTM of Parliiiiiu'n.. SiK'iikinjf of tho 1H44 ildiatc on the atr. t, 6.

"Ton hoiin*' bill," he u\yn: "8<<iia' voted, rxit kiiowiiij^ how they

otijjht to vote. MellKHir •• \n all iifjiiiii«l the hill ; all the fxiliticrtl

iconoiniHtH ot'coiirw: Lord S|M'iK't'r in Mtroiijf apiiiixt him'."

Thif* »!<' of thi' term "economist" in nut unknown in oiir

(lay. It wiw adoptt'd by those who, dcsirouH of " kt'epin^ down

tho rntfs," orj^iinized thctnMclvfH to o|>|H»!<t' liluTid public tx-

pcnditun* on the ducution of children ; ij^norinj; the fact that

those who were ^'^'"K their main ener^ie** to the Htudy of

tronomicH, much its they might ditt'er on other niiitterM, were

to II miui convinced that piirHimuny in ()<i]iular nlucation in

uneconomical and even wasteful. The following extract from

II leading organ of public opinion when the ca.se " Uegina v.

Cockerton" had nuwle prominent the (juewtion whether rates

might be levied to defray the ex|Kiise of continuation schools is

in point :
" the judgment will not result in justitying ••ither the

elation of the economist or the despair of tlii' educationist."

And a similar misuse of tho term had fouad vogue in the

..ssions on the Factory Acts. Thus "Alfred" writes: "Ther»'

h . arisen in this country a sch(K)l of [K)litical economists who

[irofcHsedly [)..inted to The Wealth nf Kdtiuns as the text book

iif their practical philosophy, though they as a rui<- omitted to

>tute that that celebrated book contained coi Iradietory doctritu-s;

thty preferred popularizing the jxirtiotis of A<lam Smith's great

work, which supported what they believed to be their own

intcre.Hts, failing to take any notice of portions of the same

biMik fundamentally opposed to their favourite dogmas, Thcst,"

[wlitical economists were 'on principle' opposeil to ail state

interference between labourers and capitalists-." Then- can

be little doubt that "Alfred" has Mi.-^s Martiiieau in mind.

\V. Cooke Taylor refers to her "The Factory Controversy
"

as til be studied with great advantuije for a kriowleilge of

"the doctrine of the orthodox economists '." She wrote a

' (ircViUi', .l/imoirx, vol. v. p. 2-H.

• liitliirij of thf t'uttory Art, p. 11.5. Tlii<, tlif staudanl woik ou tbe

^ul)ject, is attributtd lo tiamuel K\d<i. Mii^.s Maitiutiiu'« aid wax ackni)wlrd>!;ej

bjacoiiBidcraldc iircsont from iiianufaeturpr . Her HiiiipU' diction, her lionestj

(if purpow, and lior lack of sciintilie ca])acity, eoiulinid to make lier a goud

ini-'.rument for their purpose.
" Modern t'uctury Syttem, p. A'Jl.
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App. g, 5. series of tales designed to enforce what she thought w

economic doctrines: and, describing her preparation for

work she says :
" In order to save my ncTves from being o\

whelmed by the thought of what I had undertaken, I resol

not to look beyond the department on which I was engage-

Now everyone who has endeavoured patiently and thoroug

to work to the roots of econemic problems, has learnt that

many lines of communication run from every one of them

others, that no sound opinion on any of them, which is

exceptionally simple, can be formed, withotit a consideni

knowledge of economics as a whole-.

' Aiitobioniaphy. I. 194.

2 A short statt'nipnt to the etTeot of this Section has been already iiiai-

my FrinciiileK, Appendix B.
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Ireadv lua^io in

1. Thowfh the Jirnt fruit of (Jfnnaiii/s consriintsiiess of app. r, l

kr iinifif was a ilenire for commcrcml federatioit, yet jxtr-

tienlar intercuts ruled mdinj of the derions xtejM h>i hhivh

the (joal u'fts rdtinudely renrhcd.

Stein's liberation of the jH'usant from thi- yoke of custoniary

jitrvice, and List's striving to hinder the merchant from ini-

|iiirtiiii; English and other wares which might enter into

competition with the weak manufactures of Ocrmany, were

in enter appearance movenu'nts in opposite directions: the

one increased economic freedom, while the immediate tendency

of the other was to check it. Hut they sprang from the same

roots and their idtimate tendencies were in harmony.

The only part of tJermany in which manufactures flourished

vigorously early in the nineteenth century was Saxony; and

jK'rhaps partly as cause, partly as etl'ect, she alone adopted the

pilicy of free trade. By aid of the splendid system of education

which she pioneered, she was able to hold her own in competi-

tion with British hosier}^ and other manufactures, in spite of

her scarcity of capital, and her partial adherence to old fashioned

nuthoils-. Prussia and several other states, which had much

' Tliis Appendix is associated with I, vii, 1, 2.

- lu 181'2 Mioi-e thau a iiuartur of lier spinJlca were workod liy horses and
vtiier cattle ; more than an eiyluii by lumd ; the remainder only beini; driven

by water. I'.ilile, Entu'ickflitnil i/i',< drutscheii Wirtichii/tsleben^ im 19 Jalir-

liiiiidert. p. 12. In 1H4.J, when Saxun liosiery hud almost driven English out of

.Vnit-riciOi and many Continental markets (partly indeed because of cheapness

attained by a very hirge use uf cotton as a material), an Kn,!.;li.''h hosiery

maniilacturer reported (evidence as to Frame-Worker Knitters collected by

ComiiiisBiuner Muggcrid^'e, (^. 2819, "iS'iO) Sa.\ou operatives to be " much better

i-liiil and liave a much more reputable appearance than tlie same class of opera-

tives here, being miieh better educated,'' thout;h their avera).'e wages were

liuui oj. (ill. to 4>'. Oi(. WLi-ii'.y.
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App. F, 1. through traffic, were inclined to facilitate the internal ti

Germany ; but nearly all desired to levy taxes on imp

foreign "mai ,factures, especially from the rich and

equippt'd factories of Britain. They were able to niakt^'

points of the "slaughter sjiles " of British goods in

markets, in times of commercial distress : and to insist tl

British sliding scale tax on imported wheat, caused

fluctuations in the price of wheat in many parts of Ge

Without attributing malignity to these actions, thej

willing to give ear to such declamations as that of List

he declared that between 1820 and 1840 the Geniiai

been to no goo<l purpose " debased to be carriers of wat

hewers of wood for the Britons : they were treate:! •ver

than the down-trodden Hindu'." Therefore it was ine

that internal free-trade shouLi be combined " h a

moderate system of duties on iinporterl manufactui^s^

In one sense List was a free-trader: for he believed t!

restrictions of the Zollverein as regards external trade

ultimately prepare the way for a perfect freedom of tr

the part of Germany, when she had grown to full strcngi

could speak in the gate on even terms with England,

another South German, the economist Nebenius, a chiel

cate Roscher says the chief advocate—of the Zollvere

an adherent of the English classical school, and regard

astringent element in the Zollverein as a medicine, nee

a temporary malaise ^

' See Koscher, descliichtc der NathnoV'konoiiiik in Dfutfchhmi.

and ',(7:1.

» The belief that (leruian customs officials could not be trust, d t(

Kood opinion as to the value of iiuiiorted ^.-oods pushed simplicity to al

Some thin<:s were not taxed at all : of the remainder all but 4;i were

Is. M. per cwt., without any reference to their value. Kach of lli.-se 4

own rate of taxation jht cwt., with the promise that the ohar-e should

more than a tenth of the value. Kut that value was taken from tine

of the Roods : so the coarse .pialities destined for the poorer consume

times paid taxes e.iual to their values. BowrintJ, Evidence before the C(

on Import Duties, 1840. i}. 79:i, H:U.

' Rosclier says (/..-. p. 'JCOj : "If List rendered the service of mi

calle<l public opinion receptive of the thoughts of the Zollverein, tlioi.(j

only on large vague lines, and in a way that must have been more Jeleri

attractive to statesmen ;
yet his contemporary Nebenius was tlie tirs

them that claims our admiration." He is jealous lest any susincio
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Although tht' tendt'ncics which wtjrc working all ov.t app. r, 2.

Gormany towards unity wore largely idealist and even .spiritual,

yet the main driving force came from the needs and the
ambitions of Prussiji. Her position was exceptional : for her
territory consisted of some seventy fragments; and her frontier

lines were, in the aggregate, about eight times as long as those

of a fairly compjict country of eipial area. She therefore eagerly
(li'sired a fusion, at IciUst so far as trade was concerned, of her
territory with that of the adjacent states. The patriotism and
the broad ambition of the rulers of Fru.ssia combined in " the
first step towards what is called the (Jennanization of the
people '."

2. The (jeiwml drifts of the German tarlf s>fbsefj»ent

to the full eMablishment of the Zollrerein.

V\) to 186.5 the taxes levied on imports by the Zollverein

were generally high, though seld<jm extravagant. But then-
then set in a movement towards free trade, stimulated by the
continued prosperity of England undtT her free-tiade regime,
and the sudden prosperity of France under the relatively

liberal tarif which she had adopted in 1860. We have already
noted that England's prosperity was partly due to exceptional
and transitional causes: .md the .splendour of France under
Napoleon III was partly the result of lavish bomnving. But
neither <if these facts was notecl at the time: and the valid

argtmuiits in favour nf free trarle were exaggerated by I'ritice-

Sniitb, and the other members of the so-called "English"

fail on his liero of heir.g a follow,.,- of Aatim .Smith, or a friend of En(,'I;uil.
He savp N..beiiiiis even .cjoicrd at thr a.iviirjctH of Uiisfia in Asia, b, caise they
wre injurious to Enjdan.l, ,7*. p. 9il.^) : hiit lie is iev..luil bv List's recklrsa
.;«iqTe-tntations of Adam Smith and En;:land.
A J.'.,,! account of the ZoUvertiii is given i:, 1>. Ashley's Mod, rn Tarif

HhUini. See also Miss Hirst's I.i,: „f List ; and Eekert, Z»r r„nj,:schlrlile ,1,',

':ful/:-h,-n /.(illrereiiiH in Scliniolhr's .J.ihrhuch .\xvi., especuilly p. 101.
' Bowring's ltn,„rt on the iV«.-si<i" Comiiwrvinl Lmujur. 1H40. J'russia .yielded

at i-vcry point good biirgains to those, who joined her Union ; and siu- put some
pressure on tlio.e, wliieh remained outside, by charging limh transit duties on
foods passing thnaigh the llr.ion to tlie sea and el-ewhere.

Of oeurs,- Saxony was veiy unwilling to come in. Jlut hei manufacturers
iven then wanted a good vent for their ):osiery ; and the King could not re-ist
tlie money, which would inal-e hiin indeivndent of hi^ p-.rHaiv.sT-.f '\l5 -...-. -....,..

Ill evidence before Committee on Import buties, 1840, Q. 30S).

M.I.T.
_,3
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tinanciivl schi.ol in CJennany. Bismarck also favoured the

nient on political grounds; becaus.; it would oppose an add;

obstacle to the entry of Austria into the ZoUvfrciii.

movement was sustained for twelve years :
and 18()o— 187

be regarded as a time of relative free trade.

The reaction which began in 1877 was the restilt of

causes. The crisis of ISTH—4 had affected France but sli

because the inflation, which preceded it, ha<l found he

chastened spirit : and it struck Germany very hard b.eai;

military successes, and the rush of fresh capital, obtained tl

the war indemnity, had thrown her people off their h

Business men formed extravagant expectations, discounted

and then launched into large enterprises and speculatM

which the resources of the country were as yet insufficient

subsequent depression lasted long: and its burdi'U was e

rated in appearanc" by a fall of prices; which was caused

by the adoption of a gold stanc'. by Germany and soni

countries, partly by a check to tlv,,' yield of the new gold

Thus there was a great "over-production," in the sen;

many industries had increased their productive plant (

an extent that their products, while in full work, exceei

amount which the public would buy, when credit hii

shaken, except at prices much below those which ha

expected when the plant was set up. Conse(iuently pei>i)

willing to listen to suggestions that the home market

be protected in the interests of producers against tht

sion of foreign goods. The depression of prices was
j.

English and other manufacturers were forcing some (

goods at abnormally l')w prices on the German niarki

this intensified the demand fcr Protective tarifs.

Further, the Imperial revenue was inaileqtiate to t tie d

on it. To levy increased contributions from the s»j)arat^

would cause friction; diminish the freedom of the I

(Jovernment; and be open to the objectior that, heuig

;

in proportion to population, they pressed unfairly on thi

States. Bismarck was r'-ver a convinced free-trader

;

used the discontent of the manufacturing classes as a

raisiSii; the ti'trit V-; h'-h a love!, as \v:i.s consistent '

It w:vsdominant aim of obtaining increased revenu<
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extreme, or so-called "prohibitive" turif: and it was in part .vr v •>

•Vducativc"
;
that is, design, d to carry weak industries through

their early difficulties in competition with older rivals in
England and elsewhere. But it was also largely governed b-
parliamentary exigencies even at the outset: and, Ts time wen"!,

on, these became verj pt)wertul. In particular, the leaders of the
heavy iron and steel imlustries ni.ide common cause with th.-

leaders of agricidtural industries in support of high import
duties on metals, and ^.n those kinds of agricultural produce in
which large land<jwners were most interested.

This drift continued long and brought .i general increase
in nearly all import duties, the chief exceptions being for nxw
materials. Germany's neighbours followed suit and raised
their tarifs also; partly because they were inHuenced by her
example; and partly b.'cause, if their trade with her was to be
restricted by taxes, th.y- thought it well to secure as large a
part as po.ssible of the revenue from those taxes. Thus°th.;
policy of commercial agreements, both geneial and special,

became increasingly prominent. The chief of the general
agivements was the "most fa\oured nation clause," whereby each
party to a treaty bound itself to give to ihe other at least as
tavourable treatment as to any third country : while special
clauses were continually abating the severity ol" certain items of
the general tarif. But on the whole its pressure increased till

1891
;
when Count Caprivi arranged treaties, mostly for ten

years, by which great reciprocal concessions were made between
Germany and s(jme other European countries. Though there
was a bitter tarif w,i;- between her and Russia in 18LI3, her
foreign trade in those ten years was rather more free than
between 1879 and 1891 ; but much le.ss free than between
1865 and 1S77.

Meanwhile, however, various causes had increased the
depemleiice of the Imp. rial (Jovernment on the political
sup[)ort of the landowners of Xorth-East Prussia: the'- urged
that Geiiiiany's food should be grown under the protection of
Ueriiian cannon

; and that the population of the agricultural
districts, and especially of the ndlitarv pr.Amces in the north-

, -i:\nu ue mime, .i to .-.luy on iiie iaiiii. in concert with
the leaders of the iron and other staple traties, they induced

48—:!



706

IT. F, 2.

THE ZOLLVEREIN

the Reichstag to pass in 1902 a bill providing for an cxtroi

high tarif. Its dotails wore however so arranged that it

richod the great landed proprietors, who raised broad croj

grain largely by aid of Slavonic migrant labourers
;
but at

same time injured on the balance the small cidtivatorH,

raised very little grain as a rule.

U^n
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EARLY INDUSTRIAL CONDITIONS AND FISCAL
POLICIES OF THE UNITED STATES

\. The mnrm of infernal and external trade mm/or Imuj app. a, i.

(loi-eriied mainft/ b>j difficiUtie>i of commiinieation and by
ncairifi/ of capital. But xteam traffie opened European
marketsfor wheat, and the people mored to western prairies.

The Plantations in America were at first little more than

]wtches on the coast, and in the neighbourhood of a few rivers.

Their industries were nominally restricted by the stringent

prohibitions of Mercantile statesmen at home to manufacture

anything which English manufacturers wished to sell to them.
But these prohibitions could not always be enforced: inde-^d

many of thein were probably not expected to be. America was
not ready for the finer branches of manufacture: but the

Mnipler clothes and utensils used on farms and in the villages

could be, and were, made largely in the winter months from

native material by local labour. For indeed, when machinery
was still simple, nearly everybody even in English villages was
an agriculturist during three months in the summer : and in

fhf depth of winter nearly everybody helped to make or n-jjair

the rude predecessors of things which the modern farmer buys
of the ironmonger, the clothier, or the dealer in boots, harness,

or furniture'-.

' Tliip Appendix is associate'! witli I, Tin.
- In 1800 there were in the States but six cities, each containing more than

8000 inhabitants : together they had about 200,000 inlinbitantr. or a twentieth
of the population. In 1900 there were 515 such cities with an aggregate popu-
lation of about 25, 000, 000, about a third of the whole nnpulutiou.

The crudity of the economic life of the poorer agriculturists is the starting
point of lir QuintRlce's llifilieuce of farm machinrni on iiroductinii avd hihnr,

ia04. He says (p. 2) on the authority of Mr McMasttr : "The poor whites
of Virginia in 1790 lived in log huts with the chinks stuffed with clay : the
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Air. 0,1. Thi' w)il !in<l climate of the Atlantic bonltT wtrc ni

f'avmirablc to tlic pnnliiction ot' f,'raiii, and its trans

Knrnjic was co.stly ; whik' meat of ci>iii>c could not be e:

except in salt. But the forests of New Hn^'land still s

the materials for ships, which couM more than hold tin

against any other t)f e(jnal size: and it was not byaccide

America built the first effective steam-boat. That Ix

clear notice that the New World was about to become a

of Euroj)e in industry: but in fact preparation for that t;

been long in progress.

In the old world a tnan, who ha])pened to be a littli'

above his mighbours, could get them to work for liini

w.iges : but in America he could not ; so he turned his .-

iiess to labuur-siving inventions. His .affairs wiTe geiiei

a small scale; and his inventions penetrated down ti

domestic difficulties. It is thei'efore easy to see the hu

side of many "\'ankee notions "
: but the spirit which lai

back of them was pregnant with great things. It was th

of protest against the servitude of free man to dull, heav

Here may be noted a strong contrast between Anier

Europe which was prophetic of the future. Englaml coi

well into the nineteenth century the old practice by

industrial centres had endeavoured to maintain a inorn

their skill and knowledge; and she prohibited the export

machinery and the emigration of skilk'd artisans: sn

snniggled in the machinery, and copied it with the

im])orted artisans. America did not disdain to do the s

occasion. But she preferred to find out what was the

task which an English machine had taken over, and lo ro

other machinery for herself; and this in some cases tun

to be better than the English.

walls had no plasti'r ; the windowa liad no glass ; tbc fnruituro was sue

l<ad themselves raado. Tlu'ir grain was thrashed hy driving horses

the open field. When they ground it, they used a rude pestle ami mc

placed in the hollow of one stc le, they heat it with another."

Weeden, Kconomic tmil focinl his' -y of Si'W Kiiiilaiid.

Marshall's Diih'ft, k.\i. Is'iS, points out that the exports of grain a

agricultural produce from the I'nited States for the twenty years 180

were less than those ot Ireland : much went to tiie West Indies, aini

for by sugar- hills drawn on London.
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iro wag siifb as ti.fv

riK liorscs "ver it i:

itlo anil mortar: or.

inotiier." ScO ai-'

Eiirly in liist century Jcrt'cisun jiniplnsiid fluit the Wist aip. d, l.

wdiild not hv settled tor ii tliousaiul years. Few people were a.'-

cjipable of foniiing us j,'nn(l a judgMient on the niattiT as he

«as; and that he was so wronjr, shows only that he diii not

anticipate the nature of the force s which were to wi'ld toj,'ether

the East and the West. It is ditticiilt fnr us to think ourselves

hack into his world, where

dreamt of.

thi inv, es were as vet Hot

In IHOO there wjus vi littl po, iiilat loll wes t of th.

Alleghanies: but in \h;]() the jiopulated area to the west of

thetii was larger than that of the east. I'eojih,' crossed them.T than that of th>

by nnigh roads; and, as soon as possible, betook themselves to

niile barges on the Ohio and its branch* T)lev came lllion

fertile land, but their produce coulil not go back by the way Viy

which they themselves had come: so it was marketed south-

wards: and for SOUK' yi'ars the Middle West was bound to the

Southern rather than the EastiTii States'.

In 1825 the Erie Canal brought traffic from the great lakes

t.i New York, and other canals wi're contemplated for uniting

the Mississippi valK'y with the Atlantic. But at that very time

the "apjilication of steam to the navigation of the land," as

C'lbdeii said, was bringing to bear that great ecoiioniic force

which was to make Jetf'i'rson's prophecy ajijiear foolish: tliere

were .SOOO miles of railways in IS4(), and W.OOO in 1«()0.

Meanwhile the Irish faTnini", the European ferment of

lH4t)—8, and the fame of the abundant rich land and the high

wages to bo had in the United States, had swollen the tide of

irniiiigration ; and ihv repeal of the English corn-laws had

d the ]irosp( L'ts of a larye forei<:n mar kel lor wheat. The

ui^re enterjirising agriculturists moved westwards, leaving farms

in the east to be had by imiiiigrant.s almost for nothing: they

themselves sought the richer land of the Mississippi valley, where

the Soli Would yield almost continuous wheat crops, when indulged

hv occasional fallows

tnents 11

his was the first of those great move-

f the more adventurous part of the population, which

of grain and othir

, years 1800 to I.*.'6

uitii'H, ami wa- ju.

' As Piof. Kniery points out, the Miililk- West might perhaps have sideii

with the South in tlie (jreat Civil Wiir. if tliat had takfu place before 1S50

.;,;;;;(,-,,,',,, Mofiftn Jli^titnf, \ui. vii. p. iV.i')'). lii tuiiv Uiiit-s the Aliat-riCiin'S

bni?e of jiatriotism was mainly directed towards his own State.
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I'l'. .., 2. ciiiiscd thrill t(i iniilti|ily iiinn' rapiilly than tlicir fallows ;

tlii.s and nihcr wavs finlnwiMl tlvi- nation with i-ndiirini,'

and prowth. Thf i-.inchuian iiidii'd lia> tnarcht-d ahiad

wheat farmer; hut the larj^c anas, nv.'r whii'h liis caitli

have toiiml ()ccii|(atii)n fur only a t'fw inc-n.iuid very fi'w i

have had honu .s of thiii' own. To the wheat farmer,

other lian(l."tlie aei|iiisiti(.n of the home, not the mart,

been the primary impellint; force'."

The mere wheat farmer ijoe.s not rci|uire, nor even fin.

nse for tliat teelniical knowh<li;i' whieji is .ihnost es.sei

mixed farmini(-. The expc-rienee of lu> immeihate neii,'

wlio know the ways of the soil and tlie climate, is ^'ent

better ^uiile than traditions hiouiflit fiom the old worh

is called on only to he hrave, .ilert, ,ind uiliinLj to woi

for a deferred reward. Without tliese miaiities he is n<

he a pioneer: with them, he has a tiiirly secure pros

leaving' hehiiid him a well-to-do family strong in mii

body.

'2. I'mfertirr fiirij's hi jUrtmr of' Ainerieitii iiki

til res irerc oriijiiiiillji infnu'iifii/ us an iiirixtuiiiit ofm
cdjiiffil in iinfioiiii/ K/iH'ofioii, n/iic/i iroii/il hr'nnj /,

tunin ill tliefiitni-i'.

The early fiscal jiolicy of the countiy was intimate

nected with her early industrial stru<-ture: the presen

account of it was originally intended to •iccompany a st

jireseiit fist'al policies: hut it is ke])t i:i this place fori

e.xjilaiikd above (p. 12).

The keynote of the claim of I'arly American protect

was si't definitely in 17cS!) by Hamilton's oftem pioted arguui

"Though it wei-e tiiie that till' immediate .md certain et

I'egulatioiis controlling the competiiion of f ireign with do

fdjrics was an increase of prici,', it is uiii\er:,tlly true i!

contrary is the idtimate effect of eveiy siicce-slul manuf;

' See Mr I'dv.ii.-' wti^Iit.v t. .-^laiiuny in llu- U,jiu,l ,,: I!.,- L.^'.n.ui

tiii.-i.<i(i)i. Veil. \, p. IsO.

- Nearly tlie saiiif iii:i,v W saiJ of 'cuin" (re iraixi,-); which ir- tl:.'

crop for some soils uiui climates. It is fuvouicl lj,v tlir iii,;io j](>|jiil:ai'

devel(ipiiK-nt lias Letu much less than tliat of wheat.
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IltlilliltrlV I-'

When 11 (loiiicstu; iiiiimif'iictiir.' lias iittiiiii.Ml to pcHfctioii, and
i.s .iij,'ii,t,'.'(l iti th.' jK-uH.ciitioii of it ,1 cm, potent niiinh.T i.f

i'fi)n\('.H chcipcr, BjHTsiiiis, it inviiriiihly b

,iw ••liiirjifi's which atti'iid the irnpnttutioii oC \

Cllll,' frrc I ri>in th.

iinrtlities, it I'un bf iirt'onlcd clnapcr, i" pioci'ss <>t' tinii, than

till- fnrtign articif fi.r whii'h it is ilir Hiihstitiitc T\\<- intcnial

(oiDpftition whirh tiikrs place sdi.n <l>ifs awav with fvcivlhini;

like nmnnpoly, and by degrees reduces the price of the article

tn tile iiiininmni of a reasonabl.- profit on the capital ein|)loyed."

lii're, as in 7V/c Wealt/i <;/' N(ltiltll.^^. stress is laiil on t..e

tuirc of ac<|iiired skill ami high organization, rather than on

that of large capitals. And it is to be ninembered that that

Uvk of anpiired skill, for which Hamilton demanded an artificial

niiicdy, was itself in large ni.'asnre an artificial prodnct of

sclti>h Mercantilist Protectionism bv the Kmdish ( overiMiient

III the days of its power. Hiit yet his argnment was not to

l":ir ini'ch fruit till a new ipiarrel hail arisen between Kngland
and her old colonii's'.

For lip to about ]<S()7 America's rajiidly growing mercantile

iiiirine was earning very high freights in the carrying tra<le;

and she had eager markets at high prices for food in the West
Indies, and for food and timber and other riMiuisites of war in

Euiope. This gave her merchants a great command over

Kiiropean goods, in which English textiles took a large place.

Knglish cloth was indeed not able to pursue triumphantly rough
cidtli woven from home-made yarn into its eivvices in the

industrial system: but it met American fictory-made cloth on

marly eipial terms in open mirket, ami could beat it there,

liming all this time the maritime provinces were more interested

in trade than in manufactures, and thc^ir political iiiHuence went
mainly, with that of the South, in favour of free tiade.

Hilt in l.SOT commercial ipiaiTels in Kiirope h.id begun to

.-"n tell across the Atlantic; and in 1SI2 there was again war
iiriweeii Kiiglaiid and her old coloiiv. From ISO? to ISl.")

Ln','lish goods were excluded from .Vmeric.nn markets more

AIT. (1, 2.

oreign coin-

was

' ConsiikTiiliU' |)ro>;it'.ss had ImwuVfr iilrcaily lic-n acliit'vcil by siiiipli' in-

dustiiis even uiiJer that liard rulo : and the list ci!' tiie iiidiistnts deicnbod hv
I'n.t n<..,-..,. I.'; ..,; I/... .1., •..:. ) .. . ,.--.., ,

"
" -' ,..,....^. ... .... . :;. ,..;., ^ wp_ ,, -, ;.j, t.-.\::it:Uo li:

1Tn;i i.s lai>;i' ;uid vuiioiis.
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*ir. li, 2. thoriMijfhIy f him th<y wmiM have Ucu hy n very hij;h I'n

liirif. Ciiiiital mul fiit<i])ii!Hc, clrivni from thf wu, tm
hi)iiM' iruiiistrits, umi cxpcnHivf {iltirit incrciiw-d ii|mi(i'

Kti^laml, wlnwc indiifttritH hml hcfii (ivcrNhiuldWfil h\ h,

riK-rcidl mid .shi|ij»iiiK iiitirtsts, hwiiiijj idiind thruii^h a

attitude to out' of gradually iiKTcaMJiig laprticss In

ii'gihlat-ioii on Hainiltou's linen. In IHKi the firwl Mystem

I'rote<tive tarif in favour of inarnifactureM was adopted'.

The tarif wa.s rai.si'd in 1820 and in 1H24: while i

a strangt' jxilitical combination led to one no extreme

ill devised iif cause a reaction. In particular the Soi

offended by .. . and in IM'A it was displaced by a taril

went very far in the direction of fn-e trade. That was [

by reinarkable prosperity, which however led to over-coi

and a severe crisis in ]H',]T.

On the whole the evidence seems to show that uiiti

1H25 there was much public spirit, ami comj>arati\el

sordid self-interes;, in the forces that sustained Protei

native industry. The reason lor this was that the

enj(aj,'ed in manufacturing industries, of such a natur

benefit from Protective duties, were as yet not very mu
and they had not great weight at the polls: so that |)oii

as well as others, were able to regard tarif cpiestioiis h
point of view of public well-being rather than of pa

])rivate inte. ts'.

' Tlifrc vott'd IvT it 17 Ik-prrscntatives from New KiiKlivml, nnil '.':)

South ftiiil Southwest
: while 10 from New KnuUind mid 'M from ll

and Soiitliwt^t voted aKiiiii.^t it. The riiidille aiul western States fiuw

for it, and 10 votes ak-ainst it. See Dewey, l.r. p. IfiH.

' Tlie chimsy "tnrif of abominatioiiH" of IS'JS, was siiHpectid

partly the work of people who wanted to niaki' Protection odioi

"compromise tarif" of 1HH3 was 8Ut;(»ested by Henry Clay, win

become the Icadinp parliamentary advot'ate of Protection, but thouiil

necessary to appease the spirit shown in South Carolina's "nnllilieiit

nance," by which she declared the tarif of 1s'2h to be "null iind voi

Dev.ey, l.r. eh. viii,

> Some exceptions to tlii.s general stiUement will he found in I

Protection in the U.S. Many ititerestinf; details as to the conditions of

from contemporary Americins are ^iven in Taussig's 'I'ariff llinlnnr. m
by American witnesse;' are to be found in the liritish Ollicial lleportsof

It is clear that in textile work the Aniericuna were liampered mainly hj

price of lUJichinerv. nnd the lii'.'h r"te "f ip*er('st. '.v^'Th ti'^v *:ji;l t.*. *"ivi

they economized machinery and labour by using rather better cotton.
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er cotton, tlian w^

Thf half century, of which \h:V.\ is th<' miililh' |niiiit, is the mi

chief hiittli'-jfrtiiiiitl fur iul\(KMtcs and u|i|Mirii'ntH of ' ((liiciiii\c
"

t.-.rifs <l<"<iK'"'"' '" Iirotcct nu.sccnt inihistrics ; such IVotrctiiPii

iH'ine cliiinicd on the jjroiind thut. thi'v urc rci|iiircd, ((/) in the

inter sts of niiliiaiy and jiolilical security, or {h) in the interests

(if variety of xKiuI life and iniliiMtrial opjiortunities, or (c) hu-

caiise they have .so jjn'iit iindevelo|ied economies of production

(iti a larjji' scale, that sacrifices ii;ciined for their education will

l)c rcturnid with alnin<lant sMrjilMs to future ^'emiations. Holh

.-lilcs appeal to the evidel.ce oi" far-ts, .and especially statistical

facts. Hut th<' facts are too complex, and the int<rweavinfj of the

results of ditfiTi'iit causes is too intricate for such a treatment;

and therefore each side has l)een able to find in the facts that

iiiiiclusion which it desired.

Liokinj; away from details to broad considerations, we can

stc that Protective tarifs increa.sed the nuuiufacturing jxipulu-

tiim relatively to the agricultural; and thus developed centres

iif complex and various social life an<l high culture, and provided

an ever-widening choice of occupitions for | 'opie of varying

ti inprauu'nt.s and cajwcities: but at the same time they

hindered the development of the af.n-icultural resources of the

country. This involved some retardation of the growth of

coniinercial centres; which are nearly, though not (|uite, as

ini|)ortant from the social point of view as the iniliistrial centres.

.S.I far ther" ajjpoared a valiil, but not a strong, groiinil for

iruir',tiit!0!i by _!.•. State in favour of n.-uscent manufactures,

nrxler the particular circumstances of time ami place. And, of

cdtirse, another prima facie valid ground lay in the fact that

iis.d in KiikIriuI wen for thosf rouch Roods, wliicli alonp tlipy attonipttd to riiiku.

Th.' liklicpin ill tlif New England millH was intellectually of tin hiuhi'i-t o'liss lluit

ha> .vfr t-'ivtn itself on a lartjo ncnle to mich routine work; it iipinarH lo have

liftn moreelfieient than tht Kntjlit^h in all mr.ttPiH iicfdinc nicrily )ironiptitude,

iiurt-'v. and t;tneral intelligence; though inferior in nittniuil trainiiitr: it wan paid

«(11, bin not very hif?hly paid in projiortion V> its elliciinoy. The Knj.'lish

Comiuitti e on Manufactures of 1S3H was told tliat self-actini? mules were avoided

becaiise "labour is cheap and machinery dear" (y.2(i.")l); uIfo that the Americans

ciiktiy used home-made machinery, especially for the courser kinds of >^oods.

I.ait.v use WHS made of wood, hecause iron was dear; and American contrivance

liail alrer.dy enabled each operative to control sevt ral looms for tlie simpler kinds

of work. A Connecticut manufacturer said to tin in, "In makini; tine yarn we

;.".y ."ipiu'" .'iii t'Ut' iidv.ilUu^^es, mid ii.ivtj to ItiKO up tiH our Li::LiavLi::'..:iger [rvt

ii. (UO, 2t;ii»—,50, 2678-9).
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APr. .-„ 2. many, thougli not nearly all, manufactuivs hud great

l)()Wt>rs of economy thruiigh production on a lar<(e .sea

that tho.se who pion.'ereci the way had a prima facie t;

puhlic aiil in thr jmblie inter.'st. Hut iiiitortunat.-lv si

when giv.'n in the' form of I'roti-etive duties, is seldoiu fr

serious in<lireet .'vils. economic, political and moral, which
he (h'.scus.sed here. A littlr may howwer ho .said as i

])cculiar features of tlu' American controv.-rsy in the mi
the nineteenth centiiiv.

The .-livoeates of J'rouction ,. maiiutJictures were
a!i,rue that the main source of America's wealth lies

fjreat expanse of rich ,i<,nicultural land verv much nioi

than in her mineral resources: that the farmers hai

allowed to .appropriate that l.ind ; and that therefore th,

no injustico in comi)ellinrr them to coiit-ibute to tho )>

u|i of progri'ssive indiistiies, which woidd emich them o

ev Tits thosf who inherited their pro[)erti(\s. This end. it

al.le, might perhaps i-^v.' been better .att.-umMl by other
than tho.se which were advocated by the mannfir
inrerests: but their argument w.is not without fuce.

!i'.;riculturists could however repiy that they, or thei

deeessons in tith', had only availed theni.s..lv.'s of epp,,;!,

for hard, if not hazardous, ventures, which were open to

one: th.it no exclusive favour had been granted to thin
they had once committed themselves to their tasks: ,;n(

therefore they were not in a similar position to m.uiiitiu'

who asked tor fa\.urs, which their jjredeces.sors in tit!

protested were no; to be expected after the first dith.

had been overcome. '• Xo one," siid Clav in bS40, i

commencenu'nt of the protective policy ever suppos.'d t

was to be perpetu.d We hoped and believed that t.'ini

protection ext.-nde.l to our import manutiictures woiiM
them up and en,al)le them to withstaml com|)etition with
of Kurope." And in iMiO, when the tarif w.is again rai.^e.i

some' t1uetuatioii>, very little was heard about the need et

eating young industri"s.
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3. Si<}>S('<inentlii mon atrenti mix fiii</ on itisfidicex of Mr

iiHiUifii umhrnellhuj l/if lititiah moniifoctinrrii. Statiaticnl

(^rldcun' (i^ to the iiijlnciu'e of hl(jh tnrifs on iiofional pron-

iicriti/ Ik nrressarHy liiconr/iisiir.

H\- IStiO the most jiromiiu'iit •niiinitiu-tuics liad fiiitTged

V,,,,, :1\. ir -'ifaiu'v; and obtained inereased voting power at tiie

,i,.]Ll>y ihit M-r V increase in their strength whieh lessened their

I i.
.'.] •liiiiiis u the snpj)ort oi' the jiatriotie eitizen. Politicians

iv . i-'Fe had a strong motive for attracting the votes of those

interested in manufactures, and esjucially thost- whicji could not

cliiiin the protection due to the weakness of infancy without

provoking the annisement an(J the anger of the gt'neral public.

C'onsequently they wore e(aiipelled to fall hack on arguments,

which had no special connection with the j)eculiar cunditions

(if the ra})id development of a Continent by an ah/rt western

nation: and these they tiamd in exaggerations of thi- harm

caused bv the occasional ilescent of some IJritish manuf icfarers

to the hateful practice of selling below full cost in America In

,,nler to crush rivals less amjjly provide<l with capital.

Adam Smith protested ag.iinst those ^[ercantilist practices,

iiv which each nation strove to Hourisli through the misfortunes

f others: and his chief successors held high the banner of

international comity which he had nii.>ed. The connnon man is

indeed apt to justify modes of co!idiict by his own country to

ethers, which he would condemn as mean or oppressive in

the relations of private life ; and English n'.aiiufacturers and

Ntatesmeii have been ready to boast of the commercial injury

which their policy wotild inflict upor. other nations. Hut this

temper brings its own jienalty in the life of nations, even more

vni-elv than in the life of individuals. .\nd amidst the new

(enuiiercial problems which Kngland is re(piire<l to face at the

liresent tinie. attenti<in may be called to the fact that the

hiu'h I'rotectionist jiolicy of America, from which England has

lue-i a chief .suft'erer, was largely due to the sedulous spreading

aiiieiig the American people i)f st.iries ast.. her own ungeiierons

dealings, which had unfortunately some solid fiundation.

For mstance great stress was laid by protectionist writers

.- »v. ,0.^. ,1 f...i i.u..4- ,,. til,, .wl.iiiti.ii) .>f file first, tariff
"1! i;;i- a::egvu i.ivL Liiai -.ij-'ii ; •• ' - -

law in the United States in 17f»-2, the merchants of Manchester

765
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App. a, 3. cuntributt'd 8250,000 to be invested in gnods, to bo sold i

markets of the I'^nitcd Statew at low prices, or to be given

it necessary, in order to discourage the investment of cajiii

manufacturing."

Again List (juotes from an American official li

Brougham's saying in 1815 that "it is worth while to

a loss on tile exjiortation of English manul'actures in i<v<\

stiHe in the cradle f(jreign manufactures." And an Anic

witness told an English Comndttee in lcS.33, that the En

cotton maiuifacturers sent g axis, that were a little out of fas

to America to be sold for what they would fetch; " prefi irii

do it where it would do the most mischief to their competi

and "with a view to breaking up the system of manufacti

in America '."

Perhaps the most frequently (pioted statenu'Ut is one t

from the Report of the Ct)nninttee on the state of indiist

th(; nuning districts in 1S54. In England it nevei- attn

nuich notice and was speedily forgotten: but in earlier (let

almost every American had it brought to his notice. It be;

"The labouring clas-ses generally in the mamifacturing dist

of this country, and especially in the iron and coal dist

are very little aware of the extent, to which the\- are i

indebted for being employed at all, to the immense losses w

their employers voluntarily incur in bad times in onle

destroy foreign competition, and to gain and keep p<isse:

)f foi'eign markets. The great capitals of this country are

great instruments of warfare against the competing capit

foreign countries, and are the most essential instruments

remaining by which our maiud'acturing supremacy can be u

tained."

It is probable that the injury done to American m
factures by all these paltry jiroce.s.ses of international wai

was small; and certainly less than that which has been wni

in America and elsewhere by manufacturers and traders win

below cost ])rice in their own country, not under the gea

necessity, but with the deliberate intention of supplantii

' List, \alional Sijuti'in, p. 87 ; and Report of Cfiminiltee on M(imi/n<iti

lH;i8. y. 84.J-M,vi. Sou also Ciirey, Social Scit'nr<\ i. pp. 'JSU--.",!!-

Curtiss, Protection and proKperiti/, p. 408.
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niighhoiir. Such us it was, howovtT, tlie injury nniscd a j)a- xpp. a, .i.

triotic indignation, and was systfrnatically exploited for the

tiirthorance of their own ends, alike hy interesteil manufacturers

and by disinten'sted advocates of a Protective policv'.

Statistical evidence relating to our own times is apt to be

distorted by personal bias, of which neither party to current

controversy is willing to acquit th(' other. Th<re may be

therefore some advantage in attempting to gauge the difficulties

(if interpreting such evidence by reference tn a notable con-

tniversy of past times, '^'iw ;is then statements as t(( sales of

imports below cost, with ihe malign purpose of ruining home
manufactures, were conunonly based mi particid.ar cases: hut

.statistical evidence was brought li> show that Froti'ction raised

national prosperity in general.

A chief difficulty arose froui lack of agi-ei'ment as to the

length i)f time which elapsed between a tarif change and the

full
' 'velopment of any of its good or evil results. For the time

til be allowed woidd \ary with the nature of the ])ro(luct, and

also with the character of the good or evil result under discus-

sion ; ami each case needed to be treated nii its own merits:

but on this point no agreement was reach(>d, or even svsteniati-

cally sought. And since tarif changes followed one another at

intervals shorter than might reasonably be claimed for the full

development of their ri'sidts, advocates of free tnuie were apt to

think that advocates of Protection attributed a benefit to a high

tarif which should more properly be ptit to the credit of a low

tarif which preceded or which followed it: and vice vernd.

' Much atresH was laid on this class uf fact.s in Tliomiion's Sutidiiat Eroiiomij

(see especially p. 28.5). It was basu.l on Carcy'.s wurk, and was the chief text-

buck of Anieiican Protectionists several decades ago.

ImHiirius made in .America in 1S7."> convinced me that the relatively few

cases of such practices as had occurred in an earlier ^'eneratinn, had had some
considerable influence in chcckins; new industrial experiments, through the effect

which they exercised on the iinauir.ation. For those who were contemplatint^ a

liold venture often knew their own stocks of cajiital to he small, and had fornied

esa(;f.'erated notions uf the amount of English capital ready to be devoted to

underselling them. In Ontario at that time the rising manufactures were still

weak technically and were poorly supplied with capital; so it seemed clear that

there was real cause to dread the hostile selling of American goods at special

''pvrt pliC-fj. But there v.'tia ::o evidence that the .veil Cotablishcd ana ric:!

industries of the United States had then any great cause for fear in this matter.
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Ai'p. o, 3. Again tho turif did not affect directly nr.-e than a

traction of the indii t' the country; and, while its resul

good or evil were 1 ^ developed, other changes often oec

whi^h nioditied the i)a.sets <>( national prosperity. Such ch

were the growth of the Huroj)ean demand for American pn
which Wtis in some measure dependent on changes in Eun
tarifs, and even more on the development of iini)roved i

of transport by land and water, at home and abroad,

changes in currency and credit altered temporarily or p.

nently the real value of the money unit in which proMi

was moiisured ; and so on. Disputants on either side wer

sometimes partially to ignore these disturbing cauM^s,

sometimes to attach to them v;ist importance. How
the (piesti(jns thus at issue be decided 1 The mo.st retincf

elaborate analysis, the most pjitient an<l intimate study of d

were ni'cded as a preparation for the task : and though it

be over bold to say that the task can never be pi.'rfoitiied,

certain that no one has claimed to perform it, who has ren

any considerable part of its difficulty. For the present, th

probably not for ever, it is true that in this matter "tli

ductive or histoiical method absolutely fails us'."

1 This is the conclusiou of Prof. TfiusBig's iirofDuiul study {rarifl' Uifl

the United Status, p. 122) in regard to the perio.l in view. He continui

itigument on similar Hnes down to recent times: but the issues raised th

not npiiro|iriate to tlie present vohime.

It may be noted that Carey's Sacitil Si-ifiice and Grosvenor's I)o,x I'mi

I'rutect!, basing themselvef! on almost identical statements of fact, iipplitd

the one to prove that nothing but good hail ever resulted from a high tar:

nothing but evil from a low tarif ; and the other to prove tlu' exact upp.

I endeavoured on my return from America in 187-') to form an inikpt

opinion by tracing in a hook (each page of which contained a hundred li.iri;

lines, one for en h year of tlie nineteentli century) curves showing a

available and reh vant statistica for the United States and oth. r conn

grouping each class on a separate page, and writing across the page brief

nients of relevant events which were not in stntistieal form. That plan 1.

to the conclusiou that each party to the controversy unconsciously stvetc!

compressed, 80 as to snit his case, the length of time which he suppot

elapse between a particular tarif charge and its chief results, liut ii

matter, as well as in the neglect of important causes relevant to the issues

discussion, the laxity seemed greater on the Protectionist than on tin-

trade side.

m
i.-n:



APPENDIX H

TECHNICAL INFLUENCES ON AGGREGATION
IN PARTIC TLAR INDUSTRIES'

I. InflnenceHofwaif-hareH: milmnjs : petrolenm wdh ; atp. h, i.

vaUr and gm mpph/ and postal buhistries. The mining
bulmtnj.

High romis have (.ftfii beon bn.kon up into short divisions,
«ioh under ii separate management; and bridges, which are'
vital links in them, have been private property. But in every
(US,, public autht.rity has regulated the tolls which might be
levied: for otherwise tolls at any one link might be so heavy
as to choke through traffic, and thus in etteet to be taxes on
all the neighbouring links.

Railways were originally designed as high roads: anyone was
to be free to run a train in return f..r fixed tolls. I^ut as the
trams bt'canie faster and more numerous, and lung distance
tratiic became more common, each companv needed to have ex-
diLsive control of its own traffic; and ere lung cun.socutive links
wen. u-clded into a comi)act unit, with thruuga trains and an
nrganized tnne table fur theui. Such fu.siuns increased the
.-'•rvices which the railways cuuld rcncKr tu th. public,

I , and
w.r.. grnorally welcmed. Thry were nut open to the ui.-

,i<rti.,ns, raised against .t <'umbinatiun betw,.en parallel lines, that
thry cnated powerful niunopulies: .and in.lee.l. bv sujiplying
iH w alternative routes between distant industrial Jentn^s, they
"(ten intruduced efifective cuinpetitiun as regards .servitvs, if
n-t as n.gards charges, where it was much nee,led in the public
int'nsts. So the main lines have gone from strength to
strength: they have increa.sed in length, and their feeders have

^_
'
This Appendix is a-ssociated witb tl<o second au,i tliird chapturs of Uo.>k II.

f„ii"''"«"''^/'
"-'"""'<« as to railxMiys refer briefiv f„ matters discussed more

luiiy in Book III.

M. I. T.

4i)
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m

AIM'. H, 1. iiuiltiplied. The consdlidation of milwiiys h;is jinicfcd.ii

without intorruption in in-arly fvory country of tho wi

which thoy arc not nil in tho hands of (lovernnicn

the power of a (jrcat railway to starve out small indt']i

railways within its domain has often |)roved invsistj

spite of legislative efforts against it.

The plant of great railways may of course become ol

and need to be changed. But (it being assumed that thi

traHic will not supersede that on the surtiice of the eartl

position as landowners will ever increase in strengt

will, as a rule, be the stronger the longer their stri])s (

and the more numerous the industrial centres whic

connect. Improvements in the coi.struction of onliiiar

may indeed enable n(^arly all detailed trade, and ]i

traffic over moderate distances, to pass in motor cars on

highways; but the hold of railways on long distance

but rapid, carriage of goods and passengers seems not

threatened.

A petroleum well has much in common with the sii;

mine: but when access to the surface is once provided,

generally ri;,js to the surface automatically under the ji

of its own beds: and in many places the industry ol

petroleum is a transport industry, dependent in grei

on long pipe lines. These need large way-leaves; ;u;

resemble in many respects the pipes and wires along

water, gas and electricity travel in that large group of

takings which are often described as practically " indivi

beca'ase a breach in continuity of transport would t

wasteful.

The way-rights of this group of industries are es.sei

them, and make large u.se of public property. Therefu

have attracted the attention of Local Authorities ; ;

beginning to claim that of Central Governments. For ii

the bringing of water supply from Wales or the Englis

District tt large cities in remote counties is apt t

conflicts of interest among the various localities atfecti.

tVinc ti\ rriv4> f'st' til la''"e "ationa' uroblems .Similar c

have arisen in regard to inuniciprl tramways, when the
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out feeders int.. .listricts under the control of several Local app „ 1

Authorities. But the ever enlarging enterprise of motor traffic
on public roads is thr.nving such controversies int.. the shade •

for It has cuiicentrat.Mi the searchlights of public in.,uiry ..11

the suggestion that the proNision ..f a system ,.f main roads
open freely to all, and exten.ling over the wh..le cuntry, must
be xegarded as a single transport b sjia-ss, s., immense that
the nation iis a wh.jle is alone fully .pialined t., undertake it

Somewhat similar remarks an applicabl... to the great
transport and communication industries of the Post Office
Telegraph and Telephone. The most costly business of all, that
of national .lefence, is of necessity unified, so far at least that
its stmtegycan be treate.i as a whole: an.J it is to be noted
that strategy involves mobilization, that is transport and c.m-
nmnication

:
and railways themselves, if not ..wned by Govern-

ment, are neccs.sarily taken under its control in war time.
The command of all conveni. nt routes of access t.. thi' sh..re,

where it otiers sites lor deep-water berths, might be a sourc- ,.f

great monopolistic power, were not the charges of docks con-
trolled by public authority. Again owners of hmd surrounding
a rich mine might charge way-leaves, which w.iuld abs.irb nearly
the whole net profits of the mine, if the law had m.t provi<le."i

against it.

Although mining is commonly classed as a "productive"
industry, yet, since the plant of a large mine is little more
than a long series of iiarn.w railways through long tunnels,
with a few shafts for vertical traffic, it is in fact very much of
a transport industry; and unbroken continuity from the face
uf the working t„ he top of the shaft is essential t.. it. This
may be a small matter if the rich veins lie near to the surface

;

and in such a case, a small mine can hold its own against a
large one, provided it works for local consumption, and can be
well financed locally. The main causes <.f the general increase
m the size of mining concerns in old countries are, that the
veins near the surface are becoming exhausted: and that
unproved and cheaper apparatus for hoisting, together with
increased value of the pr.jduct, causes shafts to be sunk very
deep; an.l d.-ep shafts c.-mnot pay their way without iuug lines
iif railway unde'vrround.

49— ii
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kiv. H, 2. 2. Elfctricitii in the service of man.

It is well known that the business of the military str

is to bring fighting power to bear promptly and decisiv

each critical issue as it arises : electricity enables energ;

brought to bear instantly where ond when needed, not

without some limitations, but i general much more easl

efficiently than can be dune by any other moans ; and th

both large distances and small. The expense of a coppc

of sufficient diameter to carry a large volume of (let

without much waste over long distances is indeed heavy,

there are already many cases in which electricity genera

water power, by the waste gastvs of furnaces, and by

ing inferior coal at the pit's mouth, is used to light

cities and to work railways, fiictories, etc. at a distance

Ziirnbesi waterfalls supply energy to distant Hand mim'i

it has even been suggested that Alpine streams in su

and Rhine-Westphalian coal in winter (when most i

Alpine streams are frozen) will supply electricity for ;i

deal of western (iermany. The economic value of gnat

falls is indeed apt to be exaggerated, espe(;ially when

account is taken of the seasonal variations in their v<i

but there is reason to believe that small streams, desci

fri>m great heights, m.ay ultimately be an important soi

eiicrgv available for domestic and industrial uses. .Som

m:iv also be expected from the coordinated use of multiti

small inexjjensive windmills; and perha])s even from th

and fall of the sea, provided that good and cheap uic

storing electricity can be discovere<l'.

'Ill: •illlfti

The economy of powerful gont/rating engines is of

within the range of the large manufacturer; and at t

seenifd probable that the small manufacturer would h

pay a good deal more for the energy, which he bought

central supply company, than it cost to his more powerfu

' Thij rise ami fall nf the tiiics Ciiiinol bi' utilized without di.s|iroi)o

I'xiicnsi', save iimltr vpi.v oxcviptional eoiiditions. On the otlier hand

betn (ilisfived above, y, 102) the .suu'm heat may cono! ivably be tunuil to

so (iTectivcly as greatly to raise the eeonoiui' strt-ngt!! "f the irojiicHl zo!

tiMly to thf tfiiiiierale iom-s, ijiuvijej m oUpp'y of .\.".;' i", or .mac other

a^ent is accessible.
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Et-ECTRICITY IN THE .SERVICE OF MAS

But in fact a innnicipality or private compiiny, which suj.pli.s ipp. „,

a con.siderable di.strict with electricity, can produce it more
cheaply than almost any other undertaking can (the chief

exceptions being found where eleetricity can b.' obtained by
turning to account the heat i f waste ga.ses) ; and it can supply
cn.Tgy with greater steadfastness and uniformity than anyone else

can. It can produce cheaply because its numerous customers
are likely to spread their aggregat.' demand f .r pomr not very
unevenly over nearly twelve hours of the day: and therefore

the maximum load for which the central .sujjply has ti)

make provision is much less than the aggregate of the ma.xi-

niuni loads for which provision would need to be made by the

individual consumers independently. Al.so it can sujjply a
steady driving force

; because the draft, made on its strength
by the sudden starting of one of thi' heavy machines driven by
it, is practically negligible in proportion to the total energy
which it i.s producing; while the same cannot be .said of the

private electrical supply even of a very large factory. This
steadiness of work is especially important in regard to looms

and ether machines which need to l)e started smoothly at the
saiiie pace as that of their normal working: and the small
textile manufacturer, who buys his electricity, can use a
s.parate motor f(jr each machine more safely than can altno.st

any rival who makes his own electricity.

It has recently been proposed by responsible jtersons to

link up the whole country through central power stations

placed at the most economical points and near coal. Bv this

means it is claimed that fifty million tons of coal ann lally

would be saved; and also a great part of the present inunon.se

cost of tran.sp<jrting coal large distances. There seems good
rca-sun to hope that some tentative steps will soon be taken
m this direction.

On the whole then it may be concluded that the advam-e of

the electrical industries will h.dp the small factory in competition
with the large factory, and the workshop in competition with the
factory, etc. The cheapnt'.ss, handiness, and versatility of the
miiilements, to which electricity can be supplied, may sometimes
aiii the poor man to make expenments at his own risk ; and it

may thus contribute to the maintenance of strong, independent,

773
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HI

Kip

All'. II, u. iiidividiial chjuaptiT. In this it will i-oojm rutc with m-
[

sM|H'rsc(if nil iiiiil i(iis engines, which iirc now its rivals ii

nsfs. The iiniioitaiicf of electricity in connectiim with pi

prohiilile lutme ilevelopincnts of the techni(|ne and uwi

of transport a<;etieies and other hiisinesses belongs to ot!ir

of our study.

H. The cx/Mnixtoii of the rnrriflufi fajxiiitif a/
and o/ f/if husiiitHM itnit in the ghippinff in/'i/ttri/.

The services which water has rendered to industi

trade always have bi-en so general as to be inconspicuou

therefore apt to be underrated. But water jiower was tl

to raise hopes that mankind might be e;ise(l from svvf

by the benignant help of Nature'. WatiT power inaug

the modern era; in which man directs while Nature does

all the hard work, and in consecpience massive [iroducti

marched from victory to victory. No heavy commerce

be carried over long distances even a hundred years ago,

by water; and in .some parts of the world wells are. eve

the most itn[)(irtant forms of fi.xed plant. Water has eve

an absolute necessary to all, and has opened out large

tnnities for the wealthy.

Ships have always been the largest things that have

under mans control, for the same rea.son that th(^ largest ;i

find their home in the seas. Nature's forces were first hai

to the work when a boat was set to run before the wind

man sat in the stem to steer with a pole. Sails were devt

and set to tack against the wind : ships increased i

and speed ; atid man no longer used his own nuix-lcs

when aided bv a windlass, to control the massive ruddei

' Aa to the hopes rniscil hy water pnwor, Kiirl Miirx ijuotes Anti

Greek poet, whose liexaraeters may he rendere 1 tlnis :

" Spare now your weary limbs, ye women that work at the haii'Iiii

Spare tliem, and sleep while tlie cock ernws to awake yon in vain

For the Kood water-nympha have undertaken your labour.

And they hop IJKhtly aloni; over the spokes of the wheel :

So that the great thing turns on its axle, ceaselessly groaniup.

Making the vai-t mill-stones urind out the nourir'hint.' eor:;.

Let us then live the light lives of our fathers, and resting from li

Gladly enjoy the free gifts that come from bounteous heaven.'
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lotts Antiparo-i. a

h.irni'ssi'ti stiaiii |i<iwt'r in th;it. wmk :iIm>, liilling electricity i>> wp. n, ;).

Ills ui<l I'lr its cii.sy traiisniissi.ni ; and imw he merely iiKiveH mi

,;u<v hiiniile, which .lirects the puwer 111 direct, the rudder, to

ilircct tlx' cdiirsc <<*' a shi]i that carries the jxipulatioii of a

^'(hkI sized tdwii with all their i fleets acri»s the Atlantic iti five

iir six diiys. For, when once a ship has hecmne so lar^'e that

uiriiost every part of its e()nii)incht is too heavy to he moved

bv hiiiiil, every further increase of si/e must hrintj ('Conomies

with it. A navi>,'atin^' officer ran direct the course of a bijr

-:i|) as I'asily aw of a small one. An iiicri'iuse in the size of

winches and cranes driven hy steam and electricity adds iiothint,'

to the ditticidty, and not very much to the responsibility, of

turning the handles which set them in motion.

Meanwhile thi- improvi'd organization of aj)pliancos for

lifting,' hea\y mii.sse.s, and suckiiip up L,'rain in bidk from the

huld of the ship to warehouses or railway trucks, enables the

lai^'est ship to discharge its old cargo, take a new one and

licpart in less than a (piarter of the time that wjus reijuired by

a Munll ship fifty \'ears ago. Therefore Ijirge ports which ac-

cmiiinodate very big shi])s, and can supply a continuous large

>titaiii of passengers, or gixMls. or lu^th, have an ever increasing

Milviuitage over smaller ports: and so on.

This tendency is of course most marked in regard to loni;

ijistaucc traffic. Coasting vessels and those which trade in the

iiiuTow seas will long C(mtinue to freijueni small and shallow

hiirboiirs: coal is still carried most cheaply to some English

vilLiges by ves.sels which '" jiimj) iijMdi the sanils," wrv iiuicli as

their Dutch prototypes did many centuries ago: and the long

thrcatiiied extinction of "tramp" traders by the competition

lit the subsidiary cargo ships of the large lines, is constantly

being deferred by the ojiening out of new trades for the

cheaply built, vursatile tramj) of miKierate size. But, while the

average size of the ves.sels that enter the Eastern ports of

En^'laiid and Scotland is likely to contimie to be rather small,

it >ecms probabU' that the chief trade acro.ss the Atlantic, and

Ix'tween it and the Pacific will be carried in very large ships.

A few passenger ships will be very fast : but, as coal and oil

• "'I'l-in-- iiviircr, vi-ry large cargo sIlip^ v.ii! iri,ii;c ning vuyage.s

with a consumption of fuel for each thousand tons of cargo very
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wi- n, 3, much hrli.w tlmt which is cMistoiimry ii'iw. So lon^r

niiKiiiw chfiii), It slii^ht fc.iiiomy in ii.s nm- |ht ton ot

carriod iil ii j^ivfii [wRf .(•..ms to Iw piiu-tii'ully of |,-.sm ini|

thiin tht' nniiuToiisatlvaritjigis which n ^ihip ot iniHltTiilc

over ii Iju-^1. oiu- ill iimkiii^' up its c.ir^'o. Ni'vi'ithf

.•xjwiiHioii of the nhippiii^' miil, Um, '.ia«l iiii imitoitaiit n

on the ftizi- of tho biisiiifHH unit in tho shipping' imh
is inilicatfd in Hook III, Chaptt-r in.

How.'v.T j,'rcat had Ix'iii thr foinni.Tcial (h-iaand I

hirgo shi|w. it could not havi; Ih'.-ii NjitisH.'d until not, ,,

.scicntiHc construction of the ^inUv bridjje, of which tli

ship is a nohlt? <'xainj)l<', had made threat progress; but .

methods and plant of tht; stwl industrifs had reached
high dfvelopnient : larger still are the demands which tl

navies make on that industry'.

' The niannfactmi) of a. Inn;., armour plat.- U tli.' conciirrci
o( apvrral of the aoHt p..worful fixed niacliiiies ; an.l all indiixti.!. i

miTiU rauHt b.. intruBted to locomotiv.'s. A chief task of the iii.i»t c.«tl
in to handle naval cannon ; and thtj armour ..f a hi;; ship weiKlia s«ve
«.H much aH all it.t cannon, tliough it carries twelve of the lar;?e»t f

ship, in which Columbus discovered America, could not bear a car«o wb
weiijht e.iualled that of .me of them, together with its mouutiuKs, etc.
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APPENDIX I

NOTKS ON TifK DEVKLOFMKNT OF BROAD MAHKKTS
FOR ORAIN ANU OTHKR tUl'DK PRUDUUTS

1. Tfit' I'atimtrojthir innditiou offood mtftftly in carhj wv. i, i.

t'lmi'* (iiul itH yrndiail improinnrut.

Thi.s Aj){)oiu]ix .supph'iiit'titrt the iicc-cjiint of whiMl t\ch;in^c.s

ill II, V, tii>ft by (li'vckipiii^ Miiithuid's >;rc;it dietiitii thiit

" .ij^rariiiu history bt'coiiu's iho iiiorc Ciitustrojihic, the further

AC trace it backwards"; and secondly by a fi'w remarks on

itcciit movements towards the organization of markets for cotton

rtiid some other crude prixiuots.

There have been vast improvements, mech.inical, chemical,

ami biological in the arts of agriculture : but grain is raised, and

its riuur is prejiared for food and consumed on es.sentially the

sitiie plans iiow as in the time of the Ph'iraohs ; though the

prnci'sses of milling, and the methiwls of the marketing of

grain, belong in the main to the age of steam and electricity.

In fact a miMiern wheat market is as representative of iiKKlern

:ii<as, as the wheat field .ind the ioivf of bread are of the

unchanging elements in human life. Further, so closely has

Miun's progress de}K-nde(l on the supply of hij "daily bn^id,"

that the history of the economic well-being of the great bull; of

mankind has been commonly taken to be almost convertible

with the history of the ordinary family income, expressed in

ttrnis of the staple grain of the country. No other economic

ivmnls are so coiitinuo'is and definite as those connected with

th,,. prices of staple grains ; and the history of countries with a

fairly deii.se population shows no instance, until recent times, in

which the incomes of the great mass of the people exceeded

very greatly the price of the grain needed for their sustenance.

' TLid Appendix is aasociateil with tbe fifth chapter of Book II.
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Ai'p. 1, 1. For this reason, records of the price of grain, in nonna!
aDnorniai years, atford the best simple measure for coiii|

of the real purchiising power of money over many centm
is to be argued in a complementary Volume to the

\

But, while the average value of gniin in terms of

life has been fairly stationary over the centuries, iti

has often varied greatly between neighbouring districts

same time: and it has fluctuated violently from one i

another, in all those ages and places in which the markf
gram over long distances was impracticable.

These exceptional features of the value of graii

{)robably always recognized more or less by thoughtful

But they were first clearly set out about a hundred ye;

when Tooke convinced the Commission on the Depres

Agriculture, 1821, that an exceptional "principle" .ipj

staple grain; because a fall in its price cannot generally ii

its consumption as human food ; and, when it become
people will still buy enough of it to keep them alive so

they have any means of purchase : in modern phraseok

demand for it is exceptionally inelastic'.

Under the rule of Rome the jwrts of the ]Vredit( r

were united into a coherent market of wheat, and were eon

with a network of good roads. But during the gieator

history, few places, that were not near to great watiT;^

draw any considerable suj)ply from distant lands, to mee
urgent demand when faced by a continued deficiency o

harvests.

Gradually traflic by land and sea became easier ai

perilous, while local monopolies were weakened by a gro

movable capital ; and conseipientiy the irregularitits in

from place to place gnulually diminished. England ha

less severely and less freipiently devastated by wars than

' The Hcpoit, drafted hy Huskissuu, iiuote.l Tooke's statrnit'nt (ee

iind Newtnnrcli. Ilittorit of Vri.-ex, vul. v. p. ti'.i). It is of course tnio tii

wheat is scarce, inferior grains, potatoes, etc., may be taken fiom livesi

useJ as human food: bnt Tooke had collected evidence, which has lieen i

recently, that an exceptional cheapness of wheat does not cause the w
working classes to eat more bread; though some wheat is lost throu^rh ii

treatment on the faini and in tlio kitchen and some is fed to cattle, ai

otaiiii» over lot future consumption.
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European countries : almost all of her territory has been reached app. i, l.

by imported grain, wichont the need of any long land jonrney

;

iUid the central authority has been able to overrule the desires

of Provincial Governments to set up barriers against their

neighbours. It might therefore be expected that her history

of grain prices would be less catastrophic than that of other

European countries : and this appears to have been the case.

But strange variations are occasionally recorded even as regards

English prices. Thus Macpherson tells us that in 1288 the

price of wheat was five times as high in London as in the North

and West of England: and in nearly all the years, in the period

1259—1400 for which Rogers has more than a few entries of

wheat prices, his highest is at least twice as great as his lowest;

while in many it is three times as great. The intensity of

these local variations diminished irregularly on the way through

the centuries: and so did the fluctuations from year to year ; at

all events when exceptions are made for times of civil war and

unnile. and for currency disturbances'.

Similar results have been collected for France by d'Avenel

from a very broad and fairly homogeneous basis. Her movement

towards steady conditions was broken by internal wars, religious

and other; and by foreign wars, especially those of Louis XIV,

and the exhaustion which followed them : but in the main it

was on the Siime lines as those of the English movenn'nf-.

' Uogers' results are smoothened, perbaps unduly, by his rule to omit, as

popsibly erroneous, all extreme (juotations ; ami by his obtainint; the greater

part of his data from Xfonasteries, Colleges and other )j;reat corporations, which

bought (lenerally wholesale, and often from great distances: some of them even

brought their wheat habitually by sea and river frum remnte parts of t)ie country

(///.-fori/, IV. p. 21il). His practice of assuming that all payments W2re measured

in weight may have overrated some local variations ana underrated others : and

waiies, when paid in silver at all, were sure to be reckoned by tale ; and there-

fore he seems likely to have overrated the purchasing power of wages generally.

Internal trade in grain was permitted only to licensed dealers during the greater

part of English history. In 166;! it was permitted to everycme so long as the

price of corn did not exceed 48x. The main outlines of these movements of law

1111(1 o)iitiiou are shown clearly in tiic elironulogical tables inserted in Walforci's

f'iiiii;ii'< (if till' Wnrhl.

France lacked the advantage jmssessed by England of beinc able to draw

crain by waler carriage from distant places nearly up to distres>ed districts :

and her records often show the highest local price to be ten times as great as

tbe lowest for the same year. D'Avenel, llixtoirf eniuomiqiif di' In prvprif.te...i't

dfspiix I'iUO—1800, boldly undertakes to reduce the silver content of coins, and
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App. I, 1. Let us turn from the West to the East. Indian r

extending back into the eighteenth century show v

fluctuations of prices even in great central markets, si

Delhi : they show much more violent changes in socc

markets ; while, in places remote from any metalled roud

movement upwards was limited only by the price of a

life, after a series of bad harvests ; and by the value of the

as fuel, after a series of good harvests. Gradually the loc

evennesses were smoothed out by the making of metalled

and railways. Thus Sir Theodore Morison tells us that

eighteenth century, and even later, a village of Northern

which did not lie on its one great metalled road, and h

share in its scanty water communication, was in effect iso

there was but slender accommodation in shallow grain p
the surplusses of successive good harvests: and after bad hu

when those pits were exhausted, there was practically no fi

reserve on which to draw : so the price of the village we

own way, with but little reference to the prices even (

neighbouring country. But now " the whole of Northern

is practically one market for food grains, and the price of

in a district in which the crops have failed is the same

but a very small addition for the cost of carriage, as the

in a district which had a bumper harvest." In nga
India generally he cimcludes that before 1850 prices Huct

violently, and fluctuated in different localities indepeiid

After 1860 they were coniparatively stable, and fluct

simultaneously'.

the varyinR measures of grain, to modern units. His diaRram, reprc

mean prices for the years 1200— 1890, is a document of surpassing instr

All that can be done here is to select almost at random a few groups

prices, which he records (reduced to francs, or their equivalents in

per hectolitre) f(jr different places. In 1180 they varied from 0-87 to It'r

l'2r,{) from 2-60 to 311K); in 1313 from 8-37 to 3600; in IIU-'. fror

to 2stJ3 ; in 14t>4 from ()-.56 to 78,5. The years about 1420 were except

disturbed by local faniiues and sbiftiiigs of currency : aud (neK'w'tiun

marked as doubtful), we find 2K2 and (Jl-80 in 141!) ; 1207 and 7'.I03, b

I'aris, in 1421. u year in which Strashnr}? shows 3tiH; while Albi shows

in 1422 and 14-64 in 1423, a ynxr in which Strasburn shows 2-72.

' Iiiduin Inilitftriul Onj^inhntion, pp. 172, 216, 30-5. He quote

following inverted prices into the rupee for a chief grain (Gram) in

liengal: 1714. 130: 1774, 16: nol, 70: 17.'i2, 20; 1756, ,->!•; 1761), l.');

yO ; 17'J2, 36 ; 1794, 82. (//;. p. 293.) Variations of inverted prices are of

tA. ,;-j J.I J .
i„ ._.J
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We are thus brought to consider, from a different point of 4rr. i, i.

view, those characteristics of custom, which have already (II, il, 1)

been noted in relation to the development of technique. There

is a sense in which it is true that custom dominates early forms

of civilization; for in them status and methods of work, utensils

and implements are all ruled by custom : and, though even in

such matters, custom is found on investigation to be nmch more

plastic than it appears to those who live under its sway
;
yet

conscious, deliberate, direct breaches of custom were undoubtedly

very rare. Wages also were in large meiusure governed by

custom; though they varied greatly between neighbouring

locahties under influences, which cannot now be traced. Of

course they often consisted largely of board or allowances

:

these, not being rigidly defined, had large scope for fluctuation

in times of scarcity : and, then as now, harvest wages varied

more than others in accordance with passing circumstances.

Thus, even in these rehitions of life in which custom

appeared to hold sway, its authority wjis temporarily overthrown

by the near approach of famii : and it was undernuned, when

the population of any locality had so far outgrown the means of

subsistence that some emigration was almost compulsory ; or,

on the other hand, had been decimated by plague or flood or

any other calamity. There seems to be no evidence that it

ever had any sway at all over the market prices (d' harvest

products or of cattle : and dealings in these were far more

important than any other among primitive agrictdtural peoples'.

variations in the amount of a thing that can be bought fur a rupee, or otlier uui-

forai payment.

Tile foUowiiiK peaks and depressions of inverted prices for the period

17(W— IHOO for wheat at Delhi, are taken from a paper by the Chiiplain to the

East India Company iat\\e HtntifticnUimrmiU \Hii. p. -ilS : 1768, -20; HtW, 47 ;

177:i 10; 1777, 60; 1788,6; 1787,4.".; 17'J2, 12 ; 1798,120. Keference m«y
al-o k' made to a paper by Colonel Sykes in the Stalistidil •hmriuil, 1847,

pp. 28'.)— 810; and to diapraniB relatinf," to Indian prices in tlie last century,

prepared by the present writer and published in tlie Ui-iMrt of the Committee on

t'lK Iwliiin Currency, 1899.

' Conversations held some years af.'0 with experienced Indian administrator-,

iu which the practice of Indian village dealing's in af.'ricultural products, and the

minor c.mimoditiea of the Hat (or village market), was compand with the deal-

iDgB of the villagers in remote English rnrul di.<tricts, ltd me to the conclusion

that custom had less to do, and keen barKaii.aii; had ini)re to do, with the

pnrjbfirvr r: Iiidisn Ivaiyatr than with tliv?o of the j:;:-jli=h village. It may be
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App. 1, 1. The revolution efifected by modem methods of trar

consi)icuouH, when the conditions of mediaeval Europe or

a hundred years ago are compared with those, under wl

populations of Western Europe draw large supplies o

from new countries. But many new countries would
poorly provided with railways, if they were dependent
own stocks of capital : technical advance is the chief s

their prosperity; but it would not have availed them ver

had not the capital needed for marketing their cro]

mostly provided from external sources. It is true that t

dependent on their own resources for making roads : Ij

difficulty is partly overcome by trusting to nahvavs, n

external capital, to do most of their transport ;'whi
themselves make hut few roads, and tho.se of poor
For in the West of America " the average cost of transp
on wagon roads has been estimated at about 25 cents

ix?r mile, and on the best improved roads !> this i

[America] between 10 and 15 cents, as compared with
on some Eurojx'an roads, one half of one cent by railro

one mill by steamship on the Great Lakes'."

Railway and other companies build elevators to st<

grade thi.s grain ; and these aided by " loan companies,
implement companies, and general dealers "

all help to i

hoped that suggestions derived from studies of India and other countric
conditions, conducted in the spirit of .Maitland and Professor VinoKrad
explain many of the apparent paradoxes of Engh.sh mediaeval history : i

that custom is often the gradual result of economic conditions ; even
appears at first sight to be their governing cause, rather than the
Contemporary facts, statistical and other, can be cross-examinea
fragmentary records of past times cannot. Something more is said
subject in my I'hnciple^, VI, x, 3; and in my Pre.^ent ponilion of Kc
1885.

' Heport of the Indiutrial Coiiimhfion, about lyOOA.n., vol. i. p. Iv.

Some reasons, independent of the luck of capital, militate apa
making of good roads in districts whose atmospheric and geological co
are those of the chief wheat regions of Canada and the United States
parts of Uuseia. Stone is not easy to be had in -ast stretches of vraii

a cart can make its way over the prairie m diy summer, and a sledg
easily over the snow in winter. And when the country was beinh'

up, the first connections between considerable towns were ofteu eff(

broad gauge railways, which cost less to make than good roads :

I travelled between two considerable towns whose only connection was,
reason, by rftilwjiy.

P&ifiV.
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"possible to bring a vast area under cultivation by means of a AVf. i,

relatively small amount of agricultural capital '." The economies

of the world market for wheat are mainly due to improvements
in transport, and the communication of news ; combined with

modem facilities for bringing command over capital from rich

districts to those which htmger for it. And as we have seen
above (pp. 258—262) they owe much to subdivision and speciali-

zation of the risks of constructive speculation, such as would
have been impossible without the aid of an organized market.

The farmer can now either sell his wheat, and set all his capital

in it free at once
: or he can store it, if he expects its price to

rise, and meanwhile borrow money on it.

2. Cotton Exchanges. PartinUy orffnnheil marketsfor
wool ami some other crude proilnets.

While the most imp<jrtant markets for products in the world

are those that deal in staple grains, and especially wheat ; the

next most important are those connected with cotton. The
cotton markets of Xew York, New Orleans, and Liverpool are

intimately associated ; and may for some purposes be regarded

almost a.s a single market. Together they practically control

the [)rice movements of the chief sorts of cotton for the whole
world.

The grading of cotton is a more delicate and difficult affair

than that of grain. For the manufacturer of cotton stuffs is

generally very nice in regard to the quality of thu yam on
which he works : and therefore the spinners must be equally

nice as to the quality of their raw material. Further, as pay-

ments for work in cotton mills are chieHy by the piece, the

introduction of inappropriate material is apt to breed friction

;

and it often leads to disputes, that are more costly than the

direct losses occasioned by slight faults in the product. Partly

for this reason, a heavy strain is placed on those, whose duty
it is to adjust the differences that nuust be paid wln'n cotton is

temlercd, which is not e.vactly of a standard grade, but yet is .so

'lear to it as to be good tender. It might appear that the

' See Professor Mayor's illuminating article on "The economic results of
opeeittli»i production and marketing of wheat, I'ol. Sc. Quarterly, Dec. 1911.
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"P. I, a. difficulty should be solved by still further curtailing th(

of sorts which may be offered as legal tender in lieu of th

standard grade. But that course would much incrcE

chance that a jMJwerful clique might succeed in engine
" comer "

: for it might buy cotton (or wheat) of a specifitt

for delivery at a certain date to a greater amount th

total stock available ; and thus be able to demand ruinous

from those who could not deliver'.

The cotton market is more complex than the wheat n
for yarn itself is a raw material for cotton cloths whi
themselves raw materials for many industries: and bot
and cotton cloth are apt to be sold forward in great volui

long periods and at prices run very fine. The spinne
contracts to deliver yarn at a price, generally secures him
buying futures of raw cotton : and the manufacturer und(

engagements for the delivery of piece goods a long w]

advance
; because spinners or brokers are willing to und

to deliver to him, at prices and times specified beforehanc

qualities and quantities of yarns as he may desire. Eve

broker dealing in raw cotton often buys " futures "
to

each of his sales : for his ssiles are apt to be in some nai

specified sort of cotton, and his dealings on the general ii

must be in a standard grade ; and he thus bears himsc
risk that the sort of cotton which he has contracted to (i

' There has consequently been some tendency to enlarge the range (

that may be offered on payment of a difference, in spite of the fact
miller or spinner may be much inconvenienced by failing to get almost
what he wants : for it has been observed that such success as has been i

by attempts at corners on wheat and cotton esclianges, has been largo'v
by the narrowness of the range allowed. And indeed it has been suggest
the authorities of an exchange should lie empowered to relax the rigidity
rules (several methods have been suggested), when divergence of the price:

time of settlement for the contract quality differs widely from thos." fo

qualities at the time, and from prices for that quality iu the past, and in

of rather distant futures.

The Report of the U.S.A. Commissioner of Corporations on Cultuii Excl
1908—1909, devotes the greater part of three considerable volumes to ii st

the advantage? and difficulties of the various methods adopted iu various:
Exchanges, notably those of New York and New Orleans : the gcnerftl i

apparently is that the Committee of the Exchange should adjust
differences from time to time to existing commercial conditions; in -spite

possibility that their decisions may on rare occasions be biassed by the
it-tcieitr, or by the mauanvrfs of po^verfiil speculators.

m
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OROANIZEI) MARKETS FOR COTTON AND OTHER PRODUCTS

will rise relatively to that which he has bought. But as in th.
parallel case of a wheat market, this is a small affair. Dealings
in yam futures have never been common except in England

;

and it appears that they are declining, in consequence of the'

tendency to an increase of the differences in value between
yams of different makers, which would be classed together
in an official grading.

Futures in cotton are quoted many months ahead and niav
therefore exercise some direct influence on the sowings of the
cjming crop: but at present cotton growers are less alert than
the greater part of those who grow wheat for export. The
inHuence of organized marketing has gone together with a very
great diminution in the addition, which is made to the price
received by the grower for raw cotton, by the time the cotton
reaches the manufacturer: and there .seems good reason to
believe that it has contributed to this result; though the
deveiopment of railways, telegraphs and telephones has no doubt
been the dominant cause of it. Until recently it api>*'aied

that the same causes had combined to diminish the Huctu'ations
in the price of cotton. But between 1!)00 and 1909 these fluc-

tuations increased ; and for this retrogression the reckless use of
the future system must be held in part responsible'.

Wool cannot be graded as easily as cotton. Not merely
floes each fleece present widely different qualities, which must
he "sorted " before they can be us-d : but, further, each district

has its own varieties
; and, even if the breeds were all the same,

differences of soil and climate would soon differentiate them.
Consequently a bale of English wool is apt to be of uncertain

' TheConmiissiuiKTof Coiporatidns, I.e. vol. ni. p. 304, si-ems to piov, this.
Tile movements of cotton prices during the world- war are yieldin- mutter for aii
instructive study at a later date.

A good deal has been written a-i to causes and results of the alisence of
organized umrkets for cotton in (.lerniany. The chief causes seem u. \k the
Lick of concentration of (icrman cotton industries; and the great distance of
Bremen, the eiiief jiort of importation of cotton, from any of them. It is
however to be noted that Bremen traders could speculate treel)- on the Liverpool
eschaii^e

;
and, what is more iniportaiit, they were able to insure constructive

vonlures by ' hedging " operations there. .See also the papers on " Anticipation
m the cotton market," and "Dealings iu futures in the cotton market" by
Cuapman and Knoop, Kconomic Journal, I'JOl, and Hutisticil Journal, l'j06.

M.I.T. 50
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Aip. I, 2. quality, aiul to troublt- the manufacturer by not being thi

out perfectly adapted to exactly the same methods of hai

This difficulty is less in the case of wool from new cou

New Zealand sheep for instance are descended from s

ancestors, imported not long ago; and raised on large

where there is much uniformity of average circumstaiir

great freedom of interbreeding. Thus certain standai

imported wools give a definiteness to the great mark

London, and other large centres : while the local wools ar

haps less under international inHuences thr.n are local

crops. Also, fashion is constantly displacing one kind ol

from a high place, and putting another in its stead ; wl

what little fashion is seen in cotton goods, lies in the p
rather than in the texture. Changes in relative values (

ferent fibres are therefore much greater in wool than in c(

But still the total market for wool is so great, an

demand of the western world for woollen goods is so nnic

easily satiated than for cotton, that the wool market (i

world is very highly organized on a pattern, which rese

that of the cotton market as closely as the ditiiculties i

case will allow. The Bradford Conditioning House takes sii

carefully, and weighs them, before and after they have

desiccated, on machines accurate to within a twenty thous

part of the weight tested.

There are more or less highly organized markets, in

" futures " are bought and sold, for maize, rice and other g

for jute and other textile materials ; for petroleum ai

vegetable oils ; for cotton seed, quinine and for many

goods. And at the centres of certain industries a largo s

lative business is done in some of their special products

;

instance in beef and pork products at Chic.igo.

We may pjuss to the markets for iron and metals. St

the chief products of ore and coal can be graded fairly wel

demand for them is I 'able to extreme fluctuations undi

influence of changes in commercial credit generally, and esjit

in the credit which the public accords to new joint

comiJiinies, and to exten.sions of old comj«inies. Consetn

highly organize<l markets exist only for certain definite iro

.=-

>
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Steel bars. etc.
:

" futures " are 8oinetiin..s «„Id ho rocklessly us t.. .pp , 2
invite a corner

;
and the price of Scotch or Cleveland bai>, may

rise for a titi.e to an unreasonable lev.-l, relatively not only to
the general prosiH-cts of trade, but ev.-n to the prices of oth.T
descriptjons of iron and steel of substantiallv the same .piality

Nearly every important branch of modern industry, except
agriculture, is apt to be thrown out of g^ir at once by a check
to the supply of coal

:
while a cheek t.. the supply of iron how-

ever widespread its indirect effects may be in the long run
does not strike sharply on more than a few industries. But
these few are important

; and their business is in genemi cpiick
and urgent

;
partly because prompt delivi-ry of th(. machinery

and other plant which they produce is oft,.,, e.ssential to their
customers, and is likely to be enforced by contract under rigi.l
penalties. The largest u.sers of iron are getting more and more
into the habit of owning iron mines, with results that are
studied in Book III'.

The markets for copper and tin are highly organized and are
liable to gri^at fluctuations, and that for two reasons. One is

that the old and narrow .sources of supply are giving wav to
new and richer sources : these are largely in places remote from
the chief seats of industry, and are apt to move iilmost as fitfully
as the .sources of supply of gold and silver themselves. Another
reason is that these two metals are imperiously needed for
certain specific purpo.scs, and a .scarcity of either may arrest,
or throw out of gear, large industries. Electrical developnu-nts
have indeed increa.sed the demand for copper at an almost
unparalleled rate

:
though some authorities hold that the demand

for it, ius well as for .some other metals, will be largely modified
by aluminium

;
for its abundance, lightness, electrical conduc-

tivity and strength in certain alloys seem to promise a new era
when the already great progress in the methods of its production
and treatment has gone a little further'"'.

> The pcmiliarities of the KnRlisli speculative market in iron, iti relation, tr,
t.ie waria iron market, and the curious episodes of I'.'Ol-.-, are described by
•Mr Maorosty in the Fconomic Journal, September, 190").

The control which German linaneiera obtained over tiie clii, f source-" of
some metal, before the world-war, may ultimately be found to have been a con-

.• ••.-r ••• tiieae fiuctuatiOUa.

50—:J
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APPENDIX T

SOME MINOK PROBLEMS OF MAHKFlTINd'

Air. J, 1. 1. The coxts of nmrliethuj pcrixfmble products,

demand is imperiotut ami siipplij is mwcrtain, are a

hiyh.

No modem has carriid his denuvml for choice fond

extravagant lengths as Lucullus did : but all well-to-do

ctmsuine many things which would not have borne the ji

to the table of Lucullus, pay what he would for them

opportunity has developed a habit of consuming things

season and out of place. The habit has spread downwun;

has passed over those of the middle classes, who are for

keep up on slender means a certain dignity of house, dre

edtication : but it reached the better paid artisans of .

Saxon countries some time ago ; and it is making it:

throughout the western world.

Even a century ago and even in the richest countries,

few persons could afl'ord to pfiy prices for ordinary cornfor

lu.xuries sufficient to defray the expense of bringing then

far: the systematic massive trade over large distaiK

various sorts of food, to be consumed by the peopU' at

waited for cheap and rapid transport by railway,

leadei-shi]) which F^ngland obtained in the service of r;i

w.is a chief contributory cause to the relatively luxurious

the artisjiiis of her cities and industri.al districts in the i

of the last centuiy-.

' Tiiis .^upcndix is astociuti'il witli the sixtli and sevciitli cliiiiitfis of

.

• In I'lie I'oiiil of London, "wliiuh discusses tin* souices of sui'i)'y

machinery of distiibntinn of tlie food for a comiiniiiity of two uiiliion

half," by Georpo Dodd, 18.")('., will In^ found a full and Hii;^g(>!-ii\e accoun

m.iy be compiircd witii present con.iitions. TKl- tc'i:i;apf of Brjti;'ri -t-

at that time was only a twelfth pait of the wholu : but they were o
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lMPElUOi;.S DEMAND AND UNcEKTAIN SUPPr.Y

Tho inort' p.rishahl,. a |.r.Mliu:t is. t h.. ;rr.,it,.r ..rcMirs.. arr t h,.

|oH.se.s of tlw tnul.T who han.il...s it ; and th.- hi^fh.T th.> char^f.-s
he must inak.- for thos,. part.s of it. whid. h.« s.-ils in good
condition, in ord.T that hi.s hiisiiioss n.av I).- fairly pn.fitabl.-

Buthi.s los-ses may b.' small if tho dotnand for tho product is

steady, and its supply i^ ,„„|..r p,.,.fo,.-i control. For instaneo
the h<.t moniinjr rolls which noariy every well-to-do family
heforethe warconsunu'd in Continental towfiso,„il.| ho siippliod
cheaply, becau.sc the demand could he anticipated before the
hakirig began. But a Cafe, do,,on,|ont on excursionist traffic
which varies with uncertainties of wathor, camu.t aHord lo
keep a supply of {Kirishable f,)ud at low prices. And yet fruit
and vegetables m rural mark.as are cheap: because everyone
i.s contented to buy the things that are on h.itid, and little goes
to waste.

Speaking generally, extreme inHuences of perishablenoss on
costs of supply are exert.'d only when it is a.ssociate.l with
unperiousness of demand, and with uncertainties Iwth of demand
and supj)ly

;
as in the ca.se of an imperious we.ilthy demand for

choice fruits, flowers and Hsh, which pays relatively little

attention to .seasonal variation and temporarv changes ofsiipply.
It is well known that retailers who are able"to meet almost any
.Midden demand for thing.s, which must on occasion be supplied
from afar at great e.xjKMise, anrl with much loss on th.' way, are
to be founc] only in tUshiunable districts. Thev must <levote
care and expense to a certain dignity of app,'arance : there
IS seldom any effective competition to compel them to sell even

pre>sel into tli.> service of ).erish:ibk. food. Tlii-re wer.- a -ood itisinv l.iig.i
dairies in the outer riim' (now re-ard,.d as one of the inmr rimrs) of that 'Misfii,-!
eovere 1 with houscR " called London ; but in 1.-..W the •' Ku>tern Counties " and
.uluT raihva.v.R br.MiKht ,%0(H).000 q.uirts of ujilk unnuallv from tlie cnmiti v It
l>a,s l«,.n said, partly in earnest, both in New Vork and Loudon, that n family
returning from a summer lioliday at a farm hr,as.. bad son:, consolation in
being able henceforward to rely „n a constant .-upplv of fivsh -arden and dairv
product'.

When passing in 1875 tbrous-hboiindbs.stieldsc.vered with eatt',..m either side
of tu,. Union I'acirie Kailway, I aske.l the wife of a local farmer what was the price
<'t butter. She replied that no one took the trouble to make it. except one farmer
f.vo bim.lred miles down the line ; he s.ild it for half-a-dolhir a pound and sent
u al .nf; tlie line to anyone who micht want it. Simil ,r!y Die early ^treat ranch
.:•.•.:•,;. ::i C.uiiornia—a splendid i'ruit and vesTetiCie country -when tliey wanted
to i>r .vide delicacies for a visitor, opened a tin of Easteru peaches or r*ars.

API'
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All'. J, 1. ciiiniiiuii tliiiii;s chiuiily; ami thfir prici's all nmiirl a

hi^'h'.

Tlif iiitliirric.s I'xtrtfd on thf [iricc ot' Ksh l)y the d

• if [irtH. rviii',' II ar.' ni.lahlf. It can hi- hud at low p
K;iMt F..uiiiluti anil othi r |)lactH, where the |K>j>ular derii

fried HnIi in very huxe and constant, and it can he o

direct troiii wholcsjile tnarkets. Bui well-to-do custotn

Jjenerally prices, that exceed those received by the tint

hy larj^'er percenta^'es for the inferior than for the Wtte
of fi.sh'.

Sonu" apparent irrigiilarities are seen in the retail n

things whieji are joint products coining from a single

For instance the relative prices of the better and the

joints of boef vary very greatly from place to phice, and i

cases from season to season; because the demands fort

kinds vary irregularly. Thus in some country districts

Continent, where beef is nearly always boiled or stewi

prices of the best parts are not much above those of

and are very much below those of all large cities, and of E
generally: but a concourse of rich summer visitors in a

where but few of the {>«'ople eat fresh meat, will often la

price of the best joints much alM)ve those current in Ki

The vast and almost exclusive demand for those joints

fashionable quarters of London, exercises but a iik

influence on their price, because the inferior joints

same animals are sent to the jworer districts from the t

markets which supply all London ^

' L'niversal Provideia »re however makinK some exceptions Id this

rule.

- The piicts riceivfd by the fishermen (or inferior fish are genera
l.iit the costs of eonvevint,' thrni, duly preserved, throuKh wholesale ar

dealers to customers are not much below those for the better sortH. Tht
excess of retail prices for fish over those paid to the fiBlicrnicn is very hi

inherent difliculties of the trade, aided perhaps by stratet;ital inoveui

the part of professional dealers, have proved very fatal to attempts at il

cooperative retail distribution.

• Kxcept in very hot weather meat can be kept a lon^ time by

appliances : and the influence of weather on ita price is most iiotiw

working class districts, where such appUaiices are rare On a SaturJa
ill summer befoie the war the prudent housewife could buy jjood meat f

pence a pound.
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VAKIETIEM (»K INItlVIDl-.M, NEKDS ANIl TASTKH rfM

nmnd ap' m n

ns to this Kt-'txii'i'l

•J. liifluftiteA on (hr roM/x ,,/ itmrkrHiiif <\vtrfvd bif u , . j. 2.

rarifflfi* i\f iiuliridiuil niiuir'iiuntu <inil hintfit. lUiutrn-
tiittn* n» to funiitHtr and an tit /iihIiioh (jooi/h.

Fnrniturt' is 11 rcprt'Hcritativi' of jroudx, which th" n'tail.T

mii.st Ni'Ii'ct with rcfLTciici' Ui the >;.n<r.il iv(|iiir.'ii)fiitH aiid

tiwti's of thoMC by whom he is Niirronndiil. If lie ih nitujittd

in li working' cIuhm qtmrttT. a (.•oniparalivily Miiiall nNk;!*, ailing

for hilt little thou^'ht, will satisfy iirarly all dcriiaiids : it can Ih-

turiifd over rather ijuiekly : and, if cash iiaynicits arc in voj;ur,

it am be iirofitalily marketed at prici s not much in exciss of

the very low coHts of the steady, massive, mechanical ppKliiction

ef Huch things. It can be sold cheaply and therefore it niiist be
wild cheaply; for his cnstomers, especially those who buy f< r

Ciush, are alert : many of them can jurlgc fairly well the strength

and durability of the things shown to them, and they are likely

to have made coinixirisons of various stocks before purchasing.

But a wealthy district otVers scarcely any scojm' for a shop
which pntsents only a few varieties of each sort of furniture for

inspection. It is not enough to make provision for thedirt'erent

scales of e.\{K'nditure of the several sub-cla.xses of the well-to-do

class: for each custonu'- will have his own preferences among
similar things of about eiji.,.' costs. In fact a jxTson may e;usily

prefer one piece of furniture to another, which serves a similar

purjjose but is more costly : and, in that case, he may make a

better bargain at a shop where a large choice is offered at high

prices than at another, where prices are kept low in order to

force a rapid sivle on a relatively small stock scantily displayed'.

It has been generally a.ssumed until recently that no retailer

is likely, even in a good thoroughfare, to attract as much
custom as would enable him to turn over rapidly a stock

containing a great variety of similar goods for the choice of

' This miiy perhaps be ma.le clearer by a nurtiiiinil illii'.tration. Let iih

suppose that the wholesale prices of three pieces of luriiittire servinj; the Maine
IHiriKise arc JKIO, I'll anil £12 respect ivelj. The purchaser would at e.^ial

prices have preferred the tlr^t to the second, and the second tu the third. Going
to a shop which shows all three, but adds .5». in the i' to wliulipal. prices, he nets
the Hrst for £12. Kin. If he had pone to a shop which added only .V in the £,
but happened to show only the second, he would liave paid £12. V.U. for what he

"•'*•• *'"«• '"^ •"! t-'v i-!i ii;. IV.,-. : a:;j i: ;: nappvr.ca to hUoW oiii_y

the third, he would have paid £13. VU. for what he liked much less.



792 SOME MINOR I'KOBLEMS OF MARKETING

Aip. J, >. tlu' ftistidious.
. But modern abundance oi CJipitul, m

(icvclopnients of the arts of advertising, and m(Mlern faci

for attracting customers from a territory containing st

hundred thousand well-to-do inhabitants, have ehangec

situation. It has been proved that a v.ist and well apjx)

establishment, well placed and under ttm- management,
earn so good a re{)utation, and attract so large a custoi

to secure rapid turn-overs of a viist and varied stock a

munerative prices. Everything then goes on a great s

and lavish, though careful, expenditure on every side i.s

economy.

The new-born desire, even among people whose taste i:

very highly cultivated, for furniture tliat shows individn^

and does not bear the mark of nia.ssive production l)v maclii

has done much to revive the artistic energy that distingui

the furniture tnules of England and France in the seveiite

and eighteenth centuries. But tht- machine is found ti

capable of imitating much of that tine individual work,

a delicacy and appearance of wayward fancy, which dec

all but e.\p*'rts'.

Nearly all the conditions just discussed are intcnsitie

the case of fashion goods. Those who create them must 1

' A piecp of iioblp old furniture can be taken to pieces ; and the carvii

eaeli part of it imitated by an iiiexpen.xive machine, which guides a cuttin;

on a fresli piece of wood to f.dlow the movements of a tine metal t'm^.T

moves lIon^; the model. If ihe copies are to U; .-iold as oiinina;.< ; care is I

not to send two cf them to the same nei^!hbourhood.

True and subtle orij^inality is most freipieiitly found in w,,rk, the full i

of which is Rradually evolved in the mind of the Wdikcr as lie pioieeds, I

seems that there is very little truth in the npinioii that all fuiiutiire, whici

been made by hand, has shown traces of the individuality of tlie crafts

Some of it did : and because it was yood, it was dcl'ende.t from roniih wear,

has come down to us almost unharmed. liut in places where neari.

furniture is made by hand, there is much muno;ouous weary work, wii

interest or initiative. Thus a vi-itur tu the (irudener Tal, in I'yrol, may
a nest of artists wliose wooden statuary is soii'.bt for the adoiuiU't

cathe<lrRls far and wide : and he may come acniss a pea.«ant, wiiii hard ha

who loves haymakin^; more than his winter work at wood c.irvint;, tliou^jii th

of hich artistic exo Ibnce, Rut he may also find in the same ii"i;.'hlH)iirl

people who carve toys by the cartload, many of which are crude, lU-'li

reproductions of a pattern that has been set to them. An iiMpiiry a-i tu su

load evoki d the answer:—" IKI'ore our father di(d. lie taunlit us to uiaixe lii

like this, and we canuit ventuif on anything ni w." Tiie horses' m ( ks vver

bent in tin- sauii' imiiussible and u^ly cunve.

jW/feawWi
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high faculty, reaching up towards a real, if rather slender, .sort app. ,, 2.

of genius : and those who hanijie them must be; intensely alert.

It is true that, in this as in other industnes that are ra[»idlv

changing, disproportionately large gains are reaped by nieti.

whose ability resembles that of the bird that is six^cially (piick

to run in and pick tip some of the gi-ain that another has
unearthed: but his customers get what they want, and have
no cause to complain. He is a representative of a class that is

b(>coming increasingly prominent : for the rule of fashion is

spreading, till it will soon have little ground left to conquer.

Neighbom-s are becoming strangers to one another as jwrsons :

but in matters of etiquette, even country-folk look to the
arbitrament of the larger worlfl, and in matters of costume
they now learn quickly what passes there'.

Changes in fashion are not now products of a wavward tancy,

which is its own reward. They are, in large jjart at all events,

(ifliberately planned several months before they obtain vogue.

They are planned with a view to successful effect: for if they
fail in that, they reap only a short-lived commercial success.

But those who control them have always a general interest in

ciiusii: anyone, who wishes not to be out of (iishion, to discard

the costumes of last season : and they are able to .secure for

themselves some of the gain which ari.ses out of the ownership,
(ir early jireparation, of large stocks of material adapted for

fashions which they have foreseen further ahead than other
lM'o])le. In every such iiioveni<.>nt there is liiueh exerci.se of
.skill and ta.ste of a high order: but since evervthing is done
hastily, the eflects an> generally cruder than those which
pciiple of a lower mental (juality would hav(> .-volved by the
[wtient method of ancient custom: and this would be so, even
if the commercial value of their .sehenics did not <iepend in part

' Kwn .-,. Ioim; a,;,, an IM'Jit it was -aiil \,y or..- who s|.,.kL' wilii knowlnl.,',. ,,11

"N.'rtiii^'liaiii ;,u'.' tra^ie atul fa^liioii" ii:.;.u,>mu- .l.iuni'il. vul. ut. p. 714), "A
I'Oiiilar liat is smm in .M. Wortli'H roniii.s ami in a week womiTi readers of weekly
IM|*is in the remote ciintry (li-triel-< of p:i}-laiKt are fully aciuainteti with ail

i:»P":'nIi!trilie<
: thou^'h the riehe-: aiil he.st . rtati -ns ,.r I'.iri.^ are iiev,-r expu.s, .1

in ^li.ies, paitly for fear they may !.• eo)iie>d. It i.< no iiiioomiiKin tliinj; for the
rit;:,l uealer to be told what in the fashion ijy lii< onstniiiers. Twenty years a^o
tile .!i>t.)nier came into the shop with the 411. stioii on h. i lips." (Uiay, All
ilho'tt ilrt:f<.^ p 2:?-'J.^ Newsliaie r --l-.-'ilv; ; :r: v.j.rl-'i-.r.;-!" ^.; .'j^tri.-r- i-.n-l ;'- »

Very iars,- p.irtion of thoir business is in ei,e;ip t.i..;iion< journals.
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*rp. J. 3. on the oxtravaganco of the changes intwluced, and on the la

opportunities for display of wealth and of alertness by those v

discard the declining fashion most promptly and completely.

3. Some mriatiom in the additiom made by the Ma

to wholesale prices, u'hich are due to causes other tl

cariatiom in direct costs of nmrketiiig.

The H'tailefs hold on his customers is largely depeud.nl

their general belief that he is acting well by them
:

he is

compelled to adjust the price of each particular thing to its

together with a proportionate share of the general .xpensi

his establishment. Of course in any ciuse he would need to

a large percentage to the wholesale price of things that

likely to sp.il, or go out of fiishion ; that need nnich care

technical knowledge in selection and handling ;
and of w

the stock must be large relatively to the sales
:
while in

civse he woidd not need to add a large percentage to thi- wh..b

prices of such things as sugar, or plain cjUico, or simple statiu:

But in fact he goes far beyond this natural ineipiality m

rate of gross profits which he requires from different class

go(Kls. He sells at a very low profit everything which is bo

so habitually, and <.f the quality of which the customer

good a judge, that the market would not be r his chargi

price appreciably higher than that at which a pushing nva

afford to sell it. But on the other hand, the traffic wdl

bear an extravagant rate of profit on things of which

customer is no gcx^l judge, especially if they are such as a

mainly to wealthy people who do not trouble themselves

in onler to save a little money.

At one time the- retailer used to discriminate bet

diff.rent individuals bv bargaining with each, in onler to
;

much as possible out of each. But this i)etty fonn ..f dis.

nati..n wixs early discarded in England, and even hi

.liseriminations between different classes of purchiusersare ,

wh<ile less prominent than they wen-. It was in fact En^

rarly recgnitiun of the high value of time, that l.'d 1

pioneer th*' way in having only a single price in th.' sjuim

f,.r all eri'^ton!' !•*; whf> bought under like conditions'.

' If a i^rwngroeer chartjed the buiuo price for vegetables which a ci
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An instance of broad differentiation bctweeridirt'erentcliusses ait. j, 4.

of cnstoniors which is not opposed to modern nsage, is that of a

shopkeeper with one establishment near the terminus -.f a

Miburban line chiefly frequented by season-ticket holders; and

another near some large hotel, which is chiefly freiiuented by

foreigners. Unless his jnices at the foriiier shop are alnnit the

lowest in the town, he will hardly earn his rent :
even if he

offers a new class of goods with which his customers are not

familiar, he must price them low, or othenvise his repute will

suffer: and, for the same reason- -unless he deals in works of

art or other goods of which no two are just alike—hi' must

charge the same prices to all. In the second shop he is tempted

to charge much higher prices : because he will in any case never

see again the greater part of his custoTuers, and they will not

compare notes about him.

4. The standardlzatiott of raw food products for

marketing purposes.

As the standardization of engineering plant promotes the

standardization of other engineering products, so the standard-

izjition of seeds tends towards the standardization of vegetable

products. Grains and fruits raiseil from the same stocks under

similar conditions will always vary in some degree: but the

task of standardizing raw focul products, sufiiciently to enable

them to be marketed fairly well by description and (juantity,

is likely to become easier. At present however it is often a

large and laborions task.

The growing iini)eriousness of demand, combined with the

growing subtlety of the brewing trade, makes the brewer in-

cre.vsingly willing to pay a little premitim to midtUemen for

supplying him with hops carefully graded : he wotild often

carries away, sh for those which he sends out in a cart, he would give unequal

wrvicps fur equal pricen, even if he gave no credit in tlie latter case. I'lacards

announcinR "Fixed prices," or "English prices" (the two phrases beinw

convertible) were commonly exhibited in many of the best shops in the larptr

town^ of the Continent a feni ration a^o : but in most plaoes they have di ne

their work, and there is no longer any neel for them In some Oriental

bazaars several thousand words often ^'0 to every pennyworth of dtuling.

Bp«I, rs in the South of Knrnpe have been known to ask six times the lowest

priie which they were prepared to accept.
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APr J, 4. lose nioro than ho gain<3d by buying at firnt haml froi

fanaer.

Again cxjK'rienci' .shows that a retailor doos not siicc-

well with butter of varying (lualitits, as with a steiwly wii]

a uniform cjuality, even though that be rather below the av

The consumei-s get accustoir.L'd to that kind ; whereas whc

quality varii's, they resent any sorts that fall markedly

their best experience. Therefore various devices by wh<

marketing, or large scale production for the steady siij,

particular <pialities of butter are found to render servic

which the retailer is ready to p.iy, because the eonsum

(ut'a.singly (K-mands them.

But the middleman is being ousted from renunie

functions in regard to dairy produce by the spread of coupe

association among farmers. 'J'his inovtnnent hius been ])ioi

by the highly eiiucated Danish farmei-s : a creamery iisin

most advanced plant, and uniting in the same process tht

l'r« im perhaps a t hou.sand cows.attains automatically a steadi

of uniformity. The level is high, because the demand for;:

standardization of product leads to high standardizati

plant— in this case the cows ; and this hiia been effected 1

o))erative cow-testing iis.s(K-iation.s. Finally, the traile-i

u.s-d by the various export associations, which conduct
{.

cully the whole of the Danish extiTnal trade, have been in

in a national compidsory trade-mark, applied with due tei

a (Government official to all'.

' A niiiiiliir nupvi'nient on a smaller sciile has been applied to t'tm* : ti

collected at short iutervuls, and each collection is kept together; for y
the chief merit of an etit;. There are however few agricultural prodiuts.

mrritH are as simile and »s niiicli under human control ag these. K

regards butter, an iiistnicli^e. if biassed, argument that Krading is liest

plislied by a powerful in^ vohant afti rthn butler has been made, was recor iei

lUpurt i>( the lli'ijiil CnmmUiioH mi A;iii'-iiltuiv, vol. iv. IH'Jd (Q. ll'.'.H:'.:) li

It is Mi>!i;ested (1^ I'rJ.iU'.l) tlmt a rise in the minimum staiidarJ d.-n

in London for butti r. so ijreat that sorts whi.^h were sold twenty years pre

for a shilliUK' a pound had become unsaleable, was eounected with the

of cli< ap, .vli,ilehO!Ue maij^-aiine. The 800 .Minne.sota ereaiii. iies wliirl

butter f.ir New- ^ork, do not .11 ilireet to wliolesuie deale'-. They

ndvantaKcous to eiuplov "a ree. iver " (a special .sort of commission ii'eni

o|H!riUions, as .le-cribed by Professor Weld to the .American Kcoiioiiue .\

tion in I) •eeiiiber. l'.»I4 lUfport, pp. I'JH
—

'.»), illuslrue the view that a -I

(if loiddlenien, \v'i;ell anpc-ir... Jlf. tirst siidlt Hlim'rtluoU-i. often iir>eM wnik

would need aiiout :iii erjuai number of men if the stratum were ebmiiiatei.

tm"^
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This lead h»is been followed in Franco, Ireland and other ait. j, 5.

countries; and even in America. But American mobility

goes, as a rule, better with forms of association responsive to

quick changes of condition, and readily influenced by strong

individuals'.

5. The hold which snuiU almps rttain on poor districts.

Mere otiose habit plays some part in the persistency with

which many of those, who can least atford it, indulge in the

1 luxury of buying in small quantities fruin small shops near at

hand. But the hold of the small shopkeeper on {)oor<listricts rests

for the greater part on solid economic foundations: some of

these foundations are themselves tin- jiriKluct of evil and

unnecessary conditions: but others are likely to endure so

long as a considerable part of the population live on small

incomes and are inadefjuately housed.

To begin with, the cost of service in one nf these .shops is

often so small as to be almcjst negligible. It may be attended

bv the wife of an artisjvn: he and she may want to increase

their small incomes; or perhaps to accumulate a little capital

It is to lie noteil that butter and fgKs, thou'.;h i»ii.shaijle, are marketed en

a r'latively small margin between pricts puid by consumer and received by

l>r. Jucer : though fruit and vegetables, as to whieh supply and demand in any

one market are uncertain, require lar;,'e uuirniu' (ih. p. Vi\).

' It has been very KUcceiisful in the e 'Openitive orfjanizalion of the great

trade in citrus fruit from tiie I'acitic Coast to the Kiisiern StatCH. Loenl

associations (luarantee honest packing, etc. : and s-'nd their fruit to otlicers of

a broad based federation, to be forwarded to wiiolesiUe de;ilers ; wh' alone

have as yet been successful in marketing these products, that arc nnceitain in

supply as well as in demand; and they are apt to perisli thnniuh j;lut.s in

particular markets, even while other markets are relatively bare. The Federa-

tion itself can however oigaliize broad telegraphic information, which enables

il to slarl llie fruit in directions, in which it is not very likely to lull from the

rirst I'rale to a low one, or even beyond, by biint; kept wailing lo ) !on«.

Cooperative niarketini.' is discussed in two iii^lnictive studies :--' operiitum

111 hiinie ,111(1 (ihrtHul, in regard to Kurojic, by (.'. H. Fay. and Cu-np, rdtinn in

•I'irifulluri, in regard to America, by tl. H. I'owell. The ^'eneral conclusion

that cooperation in marketing among
i
reducers, must strve an apprenticeship

to the v.ork of priifes.sional dealers, before it can undertake the tisk of >elling

ticiile products to distant consumers geneially. was naehed by the Industrial

Coiniiiission (lieport, vol. vi. pp. 430—2). In many cases, •• there must inter-

vpne brokers or conunission men of some sort, capable of handliiu receipts in

bulk, and breaking them up amoiiLt the represt ritatives of the wholesale and

retail trade."
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App. J, 5. which may enable tho man to set up aa a small employer

own cnift. The wife wastes no time in the shop ; but ii

with household affivirs till she is summoned by the sho]

This source of supply of small shops seems likely to t

lonp.

And there is perhaps an equally permanent demai

them. When an unexpected need suddenly arises, it i

venient to send out a child to shop close by. But the

sources of the demand for numerous very small shops ai

improvidence of many, and the want of storage of all whi

no adequate houseroom. There are indeed some peopl

habitual drunkanls, who cannot keep away from any a

they may have in the house: so they pay the retailer ,i

high wage for taking charge of their stock of it, and ser\

out to them a little at a time ; and under the circunisi

they make a good bargain. In nwiny districts no one buv

by the ton, except to sell it again ; and even a hundredv

in a box may tempt to extravagance, and attract greedy i

hours asking for a loan. So it is often bought by the p

worth'.

Further the small shopkeeper may often indulge ii

honest boast, that lie is the banker of his {)oorest neigh

in their time of distress. He in effect lends to them (

lower terms than anyone else could, except as a mat

charity: for his ordinary business automatically gives hi

insight into their character and their needs. The occasio

which this aid from him is really necessiiry and on the

beneficial, are indeed happily diminishing under the iiiH

of in»j)rovemfnts in education, sobriety, insurance by vj

1 Mis« Octavia Hill, on takinp a room in ii poor district, found nocoi

and for thnt and other rpasons, Bhe thouRht it best to faU in with this pi

And, wlitn Prof. Conrad ptarted a coo))erative store in the country and I

sell cotTee by the pnund, the men told liiin that their wives consumed it si

faster, when boUKht by the pound than by the quarter ounce, that the;

more on it than before, even though he was selling it at a cheaper rate

hie /i'<7"» J III! liitiiil /iricet, p. \2'2.) Similar habits seem to prevail eve

stron^'ly in southern and eastern countries ; and it has been well said ll

size of the smallest coin In common use is an iiiver.w measure of the s

civilisation. In some Indian villages a whole rupee is an unknown coin

See inuintained that an American workman must be so lackini; in stamin

be of little use, if he " buys his groceries by the quarter dollar."
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among which cooperative stores are to be held in app. j, (i.

exceptional honour, on account of their courageous endeavours

to induce the people at large to make expenditure run a little

behind income : and the time is not in sight at which there will

be no need for such aid.

On the other hand the plea that has been urged with some
vehemence especially in Fnvnce, that the small shopkeeper

has a right to live, cannot be accepted without qualification

:

though a sudden economic change like that which deprived

hand-loom weavers of a livelihoo<l may indeed call for emergency
meiisures'.

6. Marketing and industrial peculiarities of various
enpital cities.

The remarks made above (II, vi, 6) as to the industrial con-

ditions of large cities generally, apply in the main to capital

cities : but yet they stand in a class by themselves. For they

otfcr the best opportunities to those traders, who aim at earning

very high rates of profit on relatively small sjdes of choice

gowls, made in part by artisans with whom thev are in im-

mediate touch. Also they are the largest general markets for

common goods; and they have always l)een chief centres of

government and finance, of wealth and fashion and lu.xurious

expenditure. Again, while many of the functions of Government
tend increasingly to be delegated to Local Authorities, modern
means of communication have increasingly concentrated the

supreme control of the financial enterpri.se of each country in

her capital. London, Paris, and especially Berlin, have greatly

incretised their dominion over the industry of finance durincf

the present generation : and this change is representative of

a general tendency for industries, that need little space and
horse-power, but much wealth and much alertness, to seek

' Some opponents of Urands MaKa.sinit have maintained that no one has tlie

light to folliiw more tlian one occupation. " If you allow a Grand Mas;asin to
^•ll everythinK, draperies, hatH, boots, umbrellas, books and perfumes you rob
me, who am a specialist of my livelihood." Many proposals, some of which
lave i>etn partially accepted by the leKislature, for retarding the xrowth of these
intruders by taxes increasinK proRressively with the variety or the magnitude of
the sales of a retail dealer, are set out in full by Kf. Martin Saint Leon (Le petit
.•.i.«n-(tr/fu<i.,.ii», »(( iutte pour mi lie, cU. v.).
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Ai-p. J, 6. capital cities. They do ho partly for reiisons of ituli

economy, but chieHy lor the sake of the special advun

in marketing which they find there.

The high grade industries of London are of several 1

Some of them work up the choicest mattrials, by ialxi

the highest and most varied (jualities. London's import

brings to them rare materials, the best of which are chos

docks an<l warehouses for London industries ; and the rieli

dents of London offer a critical but generous demand for

products. Similar customers from elsewhere go to Loiid(

their finest purchjises ; because the local demand htis callei

existence employers, who will pay the highest price for thi

of materials. The most capable and critical of workers in r

all the smaller industries, and in some of the larger,

London ; where the highest wages are to be earned by wo

on the most costly materials for the most exacting custn

Thus, though printing is the only very large industry \

looks to London iis its head (juarters, there are many iinp(

industries of which the highest excellence is found on

London'.

On the other hand, the low grade industries which congr

in London owe coinpiiratively little to the marketing advaii

which are to be found there : and indeed many of their pro

are among the lowest of England's exports. They are deve

in London by a peculiar class of workers who are fairly

' "In certain trade!), even thoiiKh the dominant inflnences are aKuin.

there are gpecinl kiudu of work which tend to be retained by liondoii. Ii

t»Hes this is explained by the neceHsity for prompt execution of work ; or

from its artistic or complicati'd character, the direct and constant siipc

of the b'jycr or his a^ent is desirable. It happens also soinetiuies wliei

excellence is demanded. Thus we tinj that, while Uirminf.'ham makes

jewellery from well-known patterns, London is the centre of the tiiicr woi

IB marked by oiiKUiHlity of desi^jn ; that the best carriaKes are still mac

made lliioughuut, in London ; that the b(.-<t surgical instruments atid tl

cutlery are secured by the combination of London workmanship and SI

steel; that the best scientific instruments, the best work in stainednlasswlr

and, in spite of the number of provmcial factories, the best organs conti

be made in London." Booth and .\vcs in Lite and l.alnnir of (Ac j

A.n. \WA, IX. p. 184. The Loudon market attracts and educates tailor

earn nearly the best waj:eH of their trade in the world, aud make niiile tl

coats: on the other hand, London rockerii - shelter men and womei

Eastern Europe, who make nearly the lowest urade of coat for nearly the

wages.
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and keen
;
and, though not very strong in Inxly or chanicter, ai e. j, li.

can do light monotonous work (quickly and well. Also they are

keenly appreciative of the excitements of London life: they

buy fish and other food to suit them tit prices far below those,

which are commonly entered in otticiid price lists : house-room

is dear; but they are content with little of it.

Since French genius genemlly excels in tine work, for which
great mechanical power is not needed, it is only natural that

Paris should be unrivalled in the iittnictioris which she offers to

delicate and artistic manual skill ; and be herself the fiictory

and the mart for nearly all the finest French products: but
she is without a great specialized industrial entourage, such as

those of which Lille and Lyons are centres.

Berlin, Vienna, and other capital cities resemble London
iind Paris in having the largest populations and the largest

''gg'^g^t^^ *^f manufivctures of any cities in their several lands.

But no one of them is the central mtirt of a very widely spread

specialized industry ; though it is true that a group of men
of rare genius and energy have made Berlin the chief seat of

the German electrical industries, which are at present the most
important in the world. New York, though not a centre of

Government, may yet be classed for the present pur|K)se among
capital cities. For instance she has almost a monopoly of the

finest American jewelry ; though common jewelry is .seldom

made there. She hits special difficulties, because many of the

poorest and weakest immigrants are dropped within her borders

by the stream that pusses through her to the West.

Speaking generally, however, the wealth and knowledge and
sense of S(x.'ial responsibility of the Governments and the

wealthy populations of capital cities are lessening the causes

which have sj)ecially jidapted many of their industries to

deciulent jiopulations. New fticilities for traffic are enabling

large numbera oftho.se, who work in them, to have their homes
in suburbs, where the children can play in fresh air: and
the same facilities are giving to the residents in such suburbs

advantages that arc beyond the reach of country folk. Kiif< in

urbe, urbs in rare, the cherished ideal of the philosopher, may
ere long be realized in old countries, and even more fully in

alert new countries, in a degree that seemed beyond hope

"IT. 51
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1. 1, 6. I'ven II short time ngo: aiul the econoinii'8 )f makini^ aii>l

keting may no longer promote unwholi-nonie overcrowding

> It li true thftt th« r»t« of mortality ii not exceptionftUy liii;h in I

•nd levenl other great citien : but that doeii not prove that the gflneral con

of life in them are healthy, any more tha the high mortality in hoB|,italii

that their oouditions are leii healthy than those of ordinary huuHeH. 1

who are itronK and rigorouv, flock to a ffreat uity in queatuf the liiKh uitru

be obtained there by energy and ability in all the various ranks of lift

those who fall into ill-health ar« apt to retire to places where rents are

not infrequently indeed to the homes of their childhood. A country distri

yielded siwcially high earnings and attracted specially good li\e», whili'

»

itself free from lives that show signs of weakness, would probably shov

lower rate of mortality than is to lie found in any great city. In an

entitled " Where to House the London Poor," published iu the Vontem

Ilrfirw, February, 1H84, the present writer advocated tendtncirtt, of

Mr Kliene/er Howard was already a leader; and subsequently bore fruit

crusade for " Oarden Cities."
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APPENDIX K

ON EDUCATION. WITH SPECrAL REFEREVCE
TO A HL'SINESS CAIlEEU

1. 77w dei'elopiiuut <>//arnUi,n at Mhool'.

Studii's cjiniK.t bo arninjrod in onl.T of morit absolutelv
Those studios arc best for a child in any phase of its dovolon-
ment, which call into thi; fiillo«t play the lugho.st activities of
which It is capable in thi.t phase. For instance, kindergart.-n
i.uth.jds of assorting flowers may probably bo more educative
to the very young child than formal lessons in language. That
phas.. Inking outgrown, a l.,.y is likely to get more true e,|„cation
tor a tune Irom the study of words than from almost any other

:

for h, IS still too young to ai)ply sci.-n'Ific method in sprntanoons
study of things. His mind is now npe for a little, but only a
little, of the strong discipline of mathematics ; and some training
in music and drawing seems to b- enjoined by Nature as well as
by (Jreik precept. But exptriomo shows that he has more to
gaui from handling words than from any other exorcise. The
materials for his work come to him gratis and in abtmdance:
;ind in building with them, he is called on to exert the highest
«J)ontaneity of which he is cajxible. Demands are imule on his
-.neral intelligence, his judgmi'nt, his sens., of proportion, his
logical iicumen, his p.-rcoptive sensibility and his t.-iste; and in
a greater or less degrc' he can rise to these demands. He is

architect, engineer. an<l skilled artizan all at once. There seems
also no doubt that Lit in is the bes» language for some ]«irts of
thi- work.

The boy passes gradually o,u ,,f this phase an.l becmos fit
tor the next. In that he may uogin to make u scientific- study

iiH: Stciiun is aii„ciited mlU li. x , eHjwciaiiy pp. a5tJ-~7. Much of it
i» reproduced from a letter published m the //»., ", March. 11)05.

r)l_-2

AM'. K, 1.
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804. THE EDtTATIOV OK Ill'SINEHS MES

ui. K, I. nt thingH, whether they Iw material, or the iileiu* which nr

truest reiilititM. This work ninnot Ix' piiNhefl far at firHt wit

a "train. Hut the 8tu<ly of the relation iR'tweeri cause ami t

KhoiiM Ih- Im-j^uh early : larjfe u«e Iwirig made of verificatioi

exjHrimeiit, Much a.s are ati'onled by element^iry hyiirost

even without the aid of !natheniatic». History nhould al.>

treated in some dejjree a« a Ntudy of cause and effect : th

hen- verification is seldom jH>sMible, and the bias of a hist

nr a teacher may make the worse apjH'ar the b«'tter r"asoii.

Studies of the laws of nature of chemiad pnKliicts ai

mechanical agencies, with reference to successive increase

their efficiency, are of primary imiHirt4inco in the educati

youths who are likely to hold res|M)nsible |H>sitions in indi

or in almost any branch of trade. They tend in high d(

to stimulate alert intelligence in general ; and in juirti

that kind of intelligence in which British manufacturer!

the world in the first half of last century ; though now

are outpaced often by Americans, and sometim(!S by (

peoples. For these and similar rea-sons, it seems desirable

the study of languages should retreat grmlually into the 1

ground after the age of about fifteen ; though it should ret

considerable place for several more years. And, as a com

it seems to be re(juire<l that the headmasters of some, at lea

the chief schfH)ls should be thoroughly imbued with the spi

.science in its relations t,o things, as well as to events and hi

actions. But while language falls into the Imckground, the ^

of literature should come into the foreground. Appn-ci;

study of English classics should be encouniged : and, abov<

the ditticult tii.sk of teaching boys to write their own lang

well should have ])rece(lence over tht" vnny tiisk of corri(

rilatively crude faults in I.«itin and (ireek compo.sitiou'.

' The practice of comivllinK bovH to learn Greek aecrnts, whiih

are toUl to iieKlect in pronunciation, and which were unknown to the (

theinselvt^H, occupies precious time and ener^.v. It injures character, b

Kefitin^' a low appreciation of tlie value of time ; while the Htudy uf constr

Kcieuco hau the opposite efTect, fur itt, evergrowing ambitions are ^ret

time.

No doubt many of the ablent buHineKH men and Htatesmen have receiv

ulniOKt exclusively claHsical education, but that result 18 fully accounted

th- fa(?t= thst n-sr!y eveTy h.--.y , K.h.-. h-A.^ had tir=t-rati' .-^.dn.-ats-.na! aiivanta

childhood, has gone to a classical school ; and that nearly all the ablest
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2. Unirerntjf trainin»j/or the rnnimmlhiUtieM ofhimnem '.

Thi higher wlucation of prof.-iwioiml mt-n has always btc ii

rirmngfd with rufereneo to ihf utTviccii which they may rt>tid<T

to the Stuto
:
but little can- has b<-cn taken, till recently, to

make himilar proviHion for business men. Britain is now setting

ht-rself to that task ; though as yet with less energy than
America and even (Jerniany are doing.

It is indeed true that a man is likely to !).• more efficient in

husineHS who ha« braci'd his mind to han] work in subjects that

have n(» connection with it. than if he had occupied him.self with

an enervating form of technical instruction, however directly

that might hear on his after work. But, provided the studies

!« themselves of a truly liberal character, the closer their rela-

tion to his after work, the more active is his interest in them
likely to U: To a colliery manager, who has iiiiule a thorough
study of geology, the shafts and galleries of a mine are a scientific

museum and laboratory
; his mind grows with his work, and he

may iiicreiuse the world's wealth of knowledge. As geology is

related to mining, so i.s economics to general business. As the

miner needs to make more intensively, but with a narrowi-r

range, the same studies as the geologist makes ; s« the business

man needs the same kind of stu<lies as the economist does: but

from Buch hcHooIh have gone to Universitiei, at whkli a knowledge of Greok and
Latin ia retjuired ; and clasaiotl studies have had a chief place.

Some measure of the diaturbinK influence thua cnUHeJ may be obtaineil by
reflecting on the Xntytfi preponderance of artiatio ability at Florence in her
prime: art waH the chief route to public eateem, and therefore able, high-
ipirited youtha became artiata. To take another illustriition : let us supp....!

thut ill England the beadmaatora of the chief achoola had been selected for their

mu.i(ical attainmenta ; and that muaio hud dominated her I'nivcraity curricula.
Then the ablest boys would have been regarded as the pn-ulium of a musical
heii Imaster

: and, if be had happened to be colour-blind, and a lad with the
>,vnius of a Herabrandt had unfortunately shown some musical ability, he might
h«vo grown up to be a moderately good miiaician. Uiio of the ablest and most
tnterprining hcadmaatera in England not long ago objtrted to mathematical
studies (in the ground that Euclid flails for no menttl faculty except memory.
Being himself "acieuce-blind," he had no notion that a boy with a matliematical
bias .(uickly graspa Euclid's method, and afterward* merely glances at the
i-vneral line of one of Euclid's arguments, tilling in the detaiU for hini.4elf.

Much of this Section is taken from papers printed in connection with the
foundation, in 1903, of the Cambridge Curriculum iu Econoniics and some allied
iiniitutt uf I'oiiiicai Science.

*ip. a,
'
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THK EDlfATlOX OK HUSINESS MEN

his nuijjt- is more rirdimscribcfi, niid his jKJiittration iva

further into iKirticiiliir details.

Evory study exercises, in various defjrees, fK'rcppti(»n,

pination and reason. Perception may he trained in child!

The springs of imaj:' lation belong to early youth : it is

greatest of all faculties; and in its full development it m
the great soldier, the great artist, the .student who e.xteiids

boundaries of science, and the great business man. Reasii

cannot be carried far in comjilex problems, till youth passes

manho(Kl. The business man needs all three : especiidly he n

imagination to put him on the track of remote and invi.'

effects of causes which are obvious, and of the hidden caus.

visibl*' effects. (Jeneral intelligence and common sen.se wii

coui-se, go Home way towards the solution of his problems: i

are, in fact, better guides than mere academic tniining una
by them ; and in siini>le matters they almost suffice. Bu
others a greater effort, a larger range of view, and a more powi

exercise of the imagination are needed. For instance, to g(

the real etr(>cts of plausible .schemes for increasing steadine.-

employment he must have learned how closely ccmnected

changes in credit, in domestic tmdi', in foreign trade competit

in harvests, and in prices; and how all oftlie.se .iffect steadiue^

employment for good antl for evil. He must watch how alri

fwry considerable economic ehang'.' in any part of the \Vi^,i

world affects employment, in .some tnides at least, in a!ii

every other j)iirt. If he is to Itx.k for tho.se causes which

far off and weigh them in the balance, then the work b«'fore

is a high di.scipline for the mind. In .such problems as tiiis

the purely intellectual, and .sumetimos even the critical faculi

which are most in demand.

In addition to a strong and alert nientid facidty, the busii

man needs to have acijuired a knowledge of human nat

together with the jH>wer of managing men, and to this end

.social training .itforded liy life in a residentiary univ.rsiti

the Anglo-S .on type is sjiccially serviceable. For such a

draws out the taeuitii's which are needed in the social relati

of those who have to deal with large bodies of men and In

jiidilie interests. On the river and in the football tirid

.studiiit learns to bear and to forbear: to obey and to coimii,!
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And, what is even more important, the comnulcship of aip. k, 2.

j];enerous youth, unless marred by extravagance or vice, tends

to develop the sympathies, which separate man by an impassable

friilf from the most jjowerfnl machine which modern skill has

taught "almost to think." Indeed ,in employer, whose sym-
jiathie." arc dull, often falls short even as a jirofit-winner ; unless

he has thought mtich, and cared much, about those sides of his

w(>rk-f)eople's life and characters, which are not directly reflected

in the wages bargain. To learn this from p<'rsonal contact is

over more difficult : for he is now often sepjinited from the mass
of his employees by severil strata of subordinates. He lives

among his own class; and this association is apt to make him
l(K)k at labour (piestinns from the employer's point of view. But
undergraduate sympathy tends always towards what is, or apjx-ars

to be, the weaker sid<' : any bias, which an imdergraduate may
bring to these (piestions, is apt to be on the side of the employees.

And such a bias does him no harm : for he will not take long to

learn the full force of the employers' side of the case. Thus
trained, he is often able.as both Engli.sh and American experiences

show, to read the minds of the employees more readily than can

he done by an employer, even if much older than himself, who
hits not had that training. He interprets between the two sides

:

and thus that broad symp;ithy grows, which enables different

social eliisses to put themselves in one another's jjoints of view

and welds the nation int() one.
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APPENDIX L

conditional monopoliks in milltiplk
ownp:uship'

*"'f. L, 1. 1. Problems relatiiig to an itulm^try, vhirh tnni/tl

xtitute a pourrful momtpoly if in a xintjlc oinnrshij). i

tration from the inrittenren of fn.rrn on nijrlcnltitre

densdy peopled ronntry.

Thore an- two chief cases of multiple ownership o! piKjK

( ch of which would constitute a monopoly, if in ;i sin^de I

they illustrate important, but widely difierent princi|iles.

ownership of the agricultural land of a country would eon

hard monojK)ly of the supply of food; if it were in a sin^de I

and food could not easily be imjxated from abroad. The iiion<

of all the land and buildings of a great city, if in a singir 1

would appear as a latent menace to all its inhabitants: bu

{Xiwer given by it could seldom be abused without lastiiii; ii

to its owner; ami. in fact, the niultitud<' of ownirs ..t l.-mc

buildings in an ordinary town iiav.- ,ui exceptional intcrc

developing Its j)rosjM'rity. These contrasted casis aii' now '

diseu.ssed.

It is a eiiuniioii belief, at all events in -.x count; \ which h.

foreign trade in agricul'ural pnKluce, that lan<l has ,i uiuiiu

value; because its total area is fixed bv N'atun-. The I

would be fidly justified it the c';'t ivatois of the LikI ,ictt

concert, and so adjusted the supply of produce, that ii.^ ;il,'s,mi

price yielded the maximum e\cess (»ver the costs (.'II iiicln

of cultivating it and marketing the piuduce.

Hut the problem is moie complev in a coiuitrv wlieie tii.

no such combination ; whether i\w cultivators m-e tenant tar

or independent owners. It is indeed true that, even in

' Tlii.'f Appcnciix in as-ii,oiiil>'.l with III, ii, I, [. l-'l.

. -^-^'-^^
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w Inch li,i> 111'

'< a liujliojii'K-

Til.' brhd

LlIhI .H'tl'il ill

its ii^'g|-i't;;irr

t.'il liwlllilnil

vlwi'e lil'Ti' 1^

rnaiii raciiieiN

f\ell in >!li'ii

a country, a fixed tax (tii the land itsolf, taking mi accimnt of app. i„ i.

the manner i'l which it is ctdtivated, woidd act on the owners

uf land in the same way as wou'd a ,siinil:ir Vix in a coiinliv in

which ali the bnd whs in a single ownership, thus eonsiituting

a viist inon()iK)ly. For stich a tax would not atfect the action

of the cultivator (whether owner or not), nor the pressure which

Jill owner could put on his tenant farmers: and, sinci' it would

lint affect the amount of produce raised, therefore it would not

at^t'ct the consumer. A landlord might stipulate that the tax

•ihould be paid by the fanner: and that would affect the in-

cidence of an unexpected change in the tax. Hut, in ,so far as

the future of the tax could he anticipated, the amount of the

relit which the farmer could be induced to promise to pav would

be (liiiiinisliod by the tax: therefore in effect the tax would be

pjiid by the iandlonl '.

In fact, however, nearly all taxes on agricultural land an'

assessed on its market value; and their incidence is i.uKdi

atii'ctcd by the varying degrees of viscosity of the several

elements of the problem. For the market value is partly due

to recent investments of capital in the land ; and the expe<-ta-

tio'i that a tax will be paid on further investments tends to

check a generous investment in improvements; and therefore

to diminish production. The extent to which it will do so

within a few years cannot be set out in any definite 'irmiila:

but its effects have some atfinity to those of ;i tax on agricultund

pnidiice in general, to which we may now pa.ss, it being re-

iiieintiered that the count rv is supposed to have no exteriiil

tmde in such pHwluce.

.\giicultural produce is consumed by everyone : it alisorbs

a :,'ri at part of the incomes of the working (dasses, a coii-

>idt ruble part of those of the midille (dasses; but only a small

|iar; I if those of the rich,e\in when the consiinijitioii of their

dmiiestirs is reckoiifd in. All industries are interesti'il in it

abnut eijuallv from the point of \icw of eonsuiuption : but the

iii;ikers of agricultural implements and arliticial manures and

I'lii' titlie lent clliirue on eiicii piece of lunii is ti^eii witliinit reference to its

yu-Ki iixcepi (iH i.'i.'iirds liop^): unci, tlioiiRli it viinei Willi tlie niliciiil iniees of

Ui'lf [iiiiins in reci'nt years, it ilo.'s not nmteriullv iiiTect tlie iiuincenn nta to

.i|'Vly labour iiiui ciipital to any partieiilur piive ef liind. Tlieitfore it acts

:iliM":.t us a fixed tax on iand re.;'iid i\ as 'i rnoii '[iol\ m sm^'le ownersliip.
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API'. I., 1. thf tnuisjMifl irulustni's alune look lu it- Cur anv f\rt'>

market for thtir |)riHliK"ts or sfr\ ices.

Th.' jrrt'at.'r [lart of the hunlni of this tax wowlil t!i,

be (listribiito'l anic.iif( the pcuMlr ^cncrully as coiisiiinr:

pressure diminishing ahiiost re^r,il;,rly with every step u|

in normal income. Farmei-s and ugriiMiltimd labourers, I

bearing,' their shares of the burden in aluiut eipial pro]

with others in the sjiine tanks of the social scale, would t

siirter from any shrinkage in their empi..yment which k

from a shrinkage of consumption cause<l bv thi' ia\ : 1

other very large class of producers woidil be affected bv i

in an exceptional degree. The consumption of iii,,>t ki

agricultural pnMluce is however .seldom very elastir: .uhI

fore the reduction in their output caused by the tn\

probably not be very great. Thus the chief iiiHueiK . ,

tax would be a rise in their values on the market atl. r
|

the tax; and that wouM enable the landlords in the l,,n

to make bargains with tenant farmers .,11 more tiivomai.k'

to thi'tilscKes.

It is an old remark that if a tax ofone-lenth weir nupo-

agricultural pnxluce : and yet (the <lemand for it being in.

its consumption were not diminished, nine-tenths as mi

before wuidd serve to ivnninerate the labour and ciiMta

ployed in raising it; while <;ne-tenth of the shan\ that u;

be retained by the farmer for himself and his men, v.oujd

taxation. Therefore the shaie left for thi- landlord to ivtai

to p,iy his tax with w.aild be the same in amount as h.

one-tenth woidd go to the taxgath.'rer: and thi> ivui.i

nine-tenths would have the sjime value as his old rent

except of course in so far as the landlord himself w.is a coii>

of agricultural ))roducc. That is to say a tax on raw pr.

the detaand for it being veiy iiiela-iic, woulil wt\ injur

latidownels. because the pr.Kluce of their l.uids 1^ s..ld at

petltive prices. Hut it land were a irionojiolv, and it> ]il.

Were .sold at prices hx.-d ..n iiiom>))o|y priticipiis, tli.

might have .already be.ii put :m, lngh, tli.it an iiwi. ;i>,'

would o tiiiM'l sniiif diminution of cnnsmuption ,it whai. \'

of well-bi iiig: .inij in that e,i.si;i |iart of the biirdrii (in nli

to the lax .ill then ..wtl ..lisiiinnt i,,,, ) w.iiii.l l.di ..n ih. laci
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Even as thing's ,ir.-. tht' fax iiii;,'ht jxissibly exert a siiiall *ii'. i.. i.

inriuencv in this 'iiircii.ni. For, itthf iiicrcasfd fxiK-nditiire <>f

tin- jKMirt r part of the poinilntiuii ..ii tli.-ir I'.hkI ciiiiplid tht-ir

n,iisiiiiij)ti(»n o* i.thcr ni]iiisit('s ..rctticiciK-y anil vijfi.ur, it might

Ml the liiiii,' run so restrict the i,'ru\vth oltli.' puiuilation in onertjv,

it not numbers, as to hiniler tli<' rise in thi- real value nf rents

winch would otherwise have oeiintcd. Whether it tiid so or

ii,.t, wo'ild liepetid mainly on the way in wliirh th.' pr.ieccds of

till' tax wctcs|M'nt ; in other words, whither it uas nnen.iis l.i

th.' |io|iiilation griierally, or not.

it, shouhl Ix- notetl that tli.' |).'cnliar position, which laud

h.ilils in the eeonomic system of dms ^ly peopled countries, ari.s.-s

trcin the two facts (I) that the itea ..f land is ahsolutelv fixed

by Nature; and (2) that the other ie.|ui>it.s of . conomic develoi)-

iiiiiit arecajialile of incnase. In Hussia th.' wealth of a landed

pniprietor has heeii nieasiiretl hy the numher o| "souls" which

hi- could command to work on his land: and in som.' jiarts

.1' Australia, where the -..il is (aMnii.ilile t.. pasture and corn

I iiltivatioii, but water is scarce, th.- eiiectis.' value of land is

I'.ivcriied mainly by its water supplv. It is jiossible to cn-
ccivc a planet in which the total avail.alile w at. i- is iiisuthcient

t.ir iieaily as large a jxipulatioii as the laiul w.iuld support with

mi a.le(|uale supply of it: and in that case, though water is

iiiiilnle and land is not, wat.T might hold as doniiiiant a pisiiion

111 the economics of the |Mipulati..ii. as land (|o.s in .i <leiiselv

jhM.pled country of this woriii.

Allowing yet mure free play t.> fincv. it may he ob>;erved that

;• 'he stock of .some important machines, say printing pre.s.ses,

.-iild ne supp'ised to be periiiaiiin* .and tixed in the same way

.IS IS that I'f land, a tax on them (indejH'udent of th.' w..rk done

liy ihetn) would be paid entirely by the .iwmrs o! ih.' existing

jiriiiting presses, provided it <lid i ot dri\.- any of them out of

u>.-: just as Would a similar tax "ii all laud. For th.y woidil

all M'ii ilieir services lor what c.iuld b.' got (without aiiv re-

t. r. iici- to the cost of {)nHiuctii>n of printing pnsses). So the

!:i\ Hi.ulil Hot atfect the .itnjiut ot pniiting. nor theretore its

jiru'e
: It Would simpiv int.rc.p; s.im.- .-I liie einiiiigs of tin-

j.f. >^. > .-!! their wav w 'le- ..wm-;-..
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M2 CONDITIONAL MONOPOLIES IN MULTIPLE OWNEIWHII

Aip. I., 2. '2. InterfHts which oteitem of land, and of good In

I'OHuections, hai'e in the HeiHi-moru^jHUisfic atleantayeit,

citjf may d^relop hi/ large loi'ol ex^i)eiulitnn; well ad
tered.

L()C!il taxiition i.s ctuninonly divide<i into that wh
" oiiLTOus," iuxl that which is " bviicficiul " or " rciuunei'i

OiuTdUs l(K;al taxes, or "ratos," are said to b«' those whi

levied for purposes in which the locality has hut a
i

interest. Reniunenitory rates are said to he thost- which

:

the means of obtaining local benefits, in such wise that-
go(Ml nianafjenient—they render services to the lix-ality

outweigh their costs. These deM-riptions are adequate fm

purpises: but they ignore the fact that, as a locality \\,m

.special interests which are not shared by the rest of the co

.so the permanent residents in a locality, and es])ecial

owners of land and buildings in it, have some interests

do not extend in full measure to other residents. Let us tj

suiiu' details.

A nafimial tax k'vied evenly on a who l- peupjr :\\v\

on edueation, sanitation, etc., in such a way as to confer «\

biiefits in the form of health and energy and earning •

which are more than ecjuivalent to the charges levied on

is remunerative. In so far as it is levi«'d mainly on ili.

t<)-(lo, and spent mainly in the service of th'- working c

it is prinut facie iMU'nms tu the well-to-do; but the piu

for which it is levied, tend to make the country rich in ui;

wealth and in the amenities of life; and therefore the ta

some degree remunerative even to them.

Kxeeptiunally ln.ivy local rates levied in a town fir ill

iKists lit tdueatiun, ai-e said to be in some mea.sure on

because tlliise, \> llu haM- belleKti'd by the education, UiilV

till iiH'uliiy. \\n\. il local industry and trade are div.|ii|

till' tacilitiisiiiw lijeii gi.iMl education hits given ineriMsrd stn

till- I vpenditure may lead to net immigration; and tliiis;^

beiiilii i.ic.il iiwiii iNnf land, buildings, and establislie<| bii^ii

( »ii ilie (.tiler lian<l. if iiiisman.igemeiil caused the ni

a tuwii to rise greatly, while ilu-re was no enrresponditig in

ill I he at tract iDiis wtiieh the town otVeied to iii(lii>lr

_;i|lel,u (ih.lt is if tlnTe were a great increase in tlluse
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which won- in the main ..ncrou.s). iui population woul<l j^rrow *,p. l. i.

slowly and might t-von shrink. Thoso who for any reason could
not leave the town would tend to avoid infiiistries on which the
mt«« jm'ssed with exceptionally heavy weijrht. and to drift
into thoH<' on which the rates pressed lijjhtly. (J..nversely taxes,
so spent .18 to acid to the a<lvantaj,'es „f livjnjr in a town more'
than the ecpiivalent of their cost, would d,.vel.,p its industries
pm-mlly: though, if devt.ted to a piir|)ose, which was of great
importance to some intlustries and of but little to others, its

influence would act unevenly. Thus, if th. re were a scarcity of
available building ground in the town, thow industries, which
jjained very little on the balance from the .xjx.nditure of the
new taxes, might actually decline to make vay for th(..se which
sKhhI to gam greatly by the change. An increase of onerous
national taxes will no doubt U-nd to drive the industrial popu-
hition out of a country: and good finance will tend to attract
imlii.siries to it: but the rates of growth of iH)pulation of n.-igh-

biMiring countries do not dit!er nearly ils widely as do those of
nci)rhbouring towns or cities in the same country: and such
ilitJurnces as exist, are due. wive in a very few ca.ses, to broad.-r
and deeper causes than ditferences in the pressure of taxati«.n.

Much of the collective proptrty, which the inhabitants of a
will-managed town have built up, is at the di.sj)osjd of any who
ch(M,.sv to come to it, provided tlu-y can obtain siiitablt; premises
on iihKlerate terms: but a considerable jMirt of it is the exclu.sive

pni|»trty of those who own the .soil, th.- buddings and the busi-

nesses established there. The iirmer their hold on the town,
ami the tinner the hold which the town has on then,, the riiorL-

nearly do their inU-rests approiu-li to those of ,t t..wii, such as
K,i.stlh,urne, which wjls |)lanned by a -ingle own,! ,,ii Ins own
laml. and remains largely under hi- cntrol lt> jierman. nt
residents, if well advi.seil, and .thh' lo uvern.l. thosr ivsidein-
« Ik. have no jK-rmaneiit interest m the (hve!u|,iiieiit ,,| d,,. t,,wn.

iiiay sacritice present income to reljui\,|y lar^'e (hlermi ^.liiis.

Ill ucuiisiructive policy reseiiiblini,' th.i .t i tar-seeuii,' niono-

i«'h.st They seMoiii attain to .so hi,i,di a h w I. but they v- t rise

iiiiichaixive »hat of iiio!io]M>listie own.T-h;[, iii ue.ik ...• tuai'iioiis

ii:uid.-.



APPENDIX M'

NOTES OX UAILWAYH AND THKIK PHOHLKH

ATI", ir, I. 1. Kitr/if pJuDWH of EiHjliiih niihraif trnffir ntnf Ji

Cnusex of the /vV oud ihrline of atiiali*.

" Railniiuls" wcif (irij{in;illy roiuls on which y\\\U ot

111- nictnl were laid tinwii to tHcilitatf thf passiij^t- ot' or

vchiuli's. Thfv well' iiitHKlucfd ^jfiiurally in sonif c

distri<'ts (liirinij tlic first half of the suvcntei-iith ciTitiiiy

I'liahlffl a hiirsf to draw rather more than two tons, wl

oil an ordinary good road (of tht' kin<l then usual) his jo;

under oMi' ton. Thin plates of iron were soon put on the

and in 17."}N cast iron rails were u.sed, and cast iron i

tiiljowed. In 1804 Trevithick's locomotive drew ten t(

iron on a railiiiad: but stationary steam engines remain

a long while in etfective compt'lition with it. Stephe

iiigiiie ran on the Stockton and Darlington Railway in

l)iit no niilroad was licensed <'or j>assengers till 18;{()-.

'I'he early loc-omotive could move fast; and it h;

dirticidty in routing the mail coach. But it had v> ly

power: and it was .so extravagant of eoal, that it coul

dr iw heavy and hulky goods of low values at rates comp

with those charged by canals. If therefoic the c.mals

ha\t> adapted themselves (piickly to the incri'asing denial

' Tliis Ajipondix in u^Kdciate.l with III, iv, v, vi. Sep also 1, iv, 1.

- /7i>' Coiiipiiiiiiiii til thf Ilriiinh AlitKimicl, 1841, contiuns iin acci

the Via llailwa.v Act.s jiassed from 1800 to lH;t9. Hurnis ari' tlit*
•

iHi'd" iiliiiost exclusively till 1S'J6: .-oou afterwarilrt li)coiiiotivi'» ('ritioi

.i tr^titiiif t>n ritilnnith...aitd thf ffntipttriitivf I'ltluf of ntiuiln iind ntili"

Nicholas Wood, IH'i."), contains n thoroughly coicntitic study of thi- uiw

piuhlcnis concciiud. lint h« set's niauy advantages on the side ui

piovhlid they he aiministfied vi;,'oi-.)u.-ily. The hi-tory of artiticiiil wnl

11 Euj,'laiid from ITtil t recent yeai>i i^ sketehtnl iii the t'iiiiil litiKut

Iwij.il ri/iiiiinKsi„ii oil Vniilf mid \l',iu-ru\iys, I'JO'.t [Cd. 4;i7'.>].
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UiihmVn economic .l.-volopm-nt. thoy n.JKht hav.- even now ,,, « ,

famed a ^rreat deal of the internal trad., of K„^dand • and the
*.n.ewhat haziinlouH n.oven.ent .,f her heavy industrien towardH
thenea nught have h^-en kept within n.ore m.Hlerate li„,it«

Hut unfortunately larxe capital, enterprise and orKanizing
faulty were needed for .levelopinj, chains of H,.,all canals
...to a gmit «yHU.n.. It w,w not ,m ..usy tn..k t<. enlar-r,.
a .anal, so that it could carry an.l ,.ih.s through its |,K-ks
iKirps ni.ich larger than tho«e f„r which it h.ul Ix^en con-
.tn.cte.1

:

and th.-re were l,„t fow eanal.s which were .so far
s.ll.conta.ned as to be able to .leriv n.uch benefit fn.n, such
an .niargenuht, .inle.ss .similar i.npn.ve.nent.s were ni.ule by its
.leiKhbo.n-s. No doubt e.x.vptional o.itlay is son..ain,es n.a.le
liy a i«irticular locality for the i...p,oven.ent of a., .nian.l
water-way. as m the case of the Manchester Canal: but the
tina..c.al aid, which th,. shipping industry has derive.! fr,„n
public outlays .)n the imj.rov.n,..i,t of harboui-s an.l of tl... .-hm
...Is which conn.'ct th.M.. wi.h th.^ s.-a, wa.s not lo.tlu.o.ning to
English canals in tl... tin... of their .listres.s. So son... of th.....
w.r,. sp,.e.lily chok...l .ip; and this f„rth..r i.arrowe.l th.. .sc-oih-

torthr proKtabh- inv,.stm..nt of .-..ipital .n improving e.anais that
had n.a.l.. connecti..n with them. U>,i\y steamships .•nmp|,.,..|v
outliid tho.s.. canals (of which th.. Av..n an.l K..nn..t canal c.i."-

ncctinK Bristol with Reading may b.- tak,.n as a tv,K.) whos,.
provin,... it ha.l b...... to ,.„abl,. goods re....iv,.d on .".n.. coant of
biKJand to be d..|iver.d ii..ar the oth...-, w.tl.out th.. .inc-rtain
(it.jay.s (if a long oa-sting voyage.

Kv..n if railway locomotiv..s ha.l long remain.-d iinabl.. to
haul iiravy l.iads economically, these ca.i.s..s woul.i hav.. riiin...l
ii'ariy all Knglish canals, unless public funds ha.l coi.k. to th..ir
u.i The tin... ha.l not y..t arriv.-.l for the gen..ial recognition
"t th. fact that canals, b..ing ii. .tb.ct public highways, i.ei.d to"
h." u.vani/..,| by (J..v,.rn.....i,t, and perhaj.s tinaiic.-.l by it. .\,,r
i>that si.rp.ising: i\,v, till r....e..tly, ro.vis w,rr partlV finam....l

''Vimvatr .nt...pri.se in retm-n f,,r t.-lls; and it w;.s ii„t .asy to
.orwcc how gr.-at an injury to th
thi.' lack of a.l.

e .ountry mitrht 111- causei

quate lirjith a.nl breadth ol .mv link iii tl

I b

I L'aiials'

The Av,)ii (Hid Ki'nnet canal ii.lii- imii'ii in t:

111' CI..11I1

1 uiity ,if !i bnuii'h of llie
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I

'-fi

Arr. M. 1. Ah thitifjN wtn-, tfi-hnienl iwJvanco in ih*- liiyinK "I'

tnickH mill tin- eoti.Htriiclijin of ItJcoriintivcH jinK-ctdcd n

and ihf IihmI of ii jji imIs iniin wkui HurjHuwiMl thai of n s

hiXTifvn of nio<t»rafo loiij^th. Two unifonn K'^'K'"- •"'*'
'

anil thi' othtr" narrow," win- lulojtti'il : ami inUTconumii

Intwirn I lilwuyH Ix-caini' iiitiy- Th*' fom-h froui \j>\\

Oxfonl hiul .Kriijm'il two long ilays in 1742: anil its tii

not b«'L'n ri'ihio'il In-low mx hours, when it wan siippliu

a tniin which tiKjk but oni- anil a half hours. Bili>i

l^nlni-r hiul Houu-tiinpM found hiniw-lf tnivelling at i

iiulfs an hour; anil the WV.i rnil»-H In-twi-en London ami

wen- travi-rscd in four and a half houm. Thi-si- lomlitii

Vn-en jwrtly < luw, and jxirtiy i-fi'ict, of tht- jfrowinj;

m-HM of (iovirnnunt and th«- public to welcoTm- th<- li

railways which fed one another, the prohibition of

b<'twi'en |Nirallel lines seeniid an iiilei|uate safejjuanl nffi

development of railway monopolies. In the "thirtii ^< r

Herved their apprenticoHhip : in the "fortie.s" tiny l.iun

of what they could do, and what they could tmt do. 1

a wave of confident i-xpecUuion .s»t in : it reached its

in the violent Rpi-culation of lH45-«; and it broke dowi

panic of 1847-H, of which it was a chief contribiit.in

When it had jxwsed away, England'h economic |h.1

entt-red on a m-w career, and jMuwid out of the s|m'C

ditiontt to which this Section relates'.

(JrfBt WesUrn lUilway, which faithfully prMerveB it in gooJ '"J»r
:
ir

of traffic haH betn claimed an a proof that canaU are uuable to reudt r ;

mTTiciH to EiiKlaud now. But noma railwayn, i \tu in Kntiland, wire h

aH being in unnuilalilc plae«n. And, an i» argued aboirt' (pp. 497 .im'.

word han nut yet betn said in defence of F.UKlixh canal». Ah late as

tirMt year in which Hjitculation in railway -.eiuritien ran wild, the canals

mure new capitHl than Kny other i;I»m« of investment, except raiUu;

inHurance conipanieg uiid mine* (I.eTi, Hiitorij of Uritmh Ci>mm,r,f

' A map of all the Kn^li^h railways Hanctumed in IMll (reproiliu

Jubilee uumbiT of Tlif Iluiliniij S'fic>, I'.tll) shows the lines ho •'ciitl

with so few common points, that there could not have been imiL-l

competition amonK them ; wliilc their combination would not In

increased their monopolistic jmwer. Uut the map (reproduced iii Mr (

aU'vena' excellent study of the development of Englith liiiilirnijt) »hu\

181H the foundations had been laid for the existing Hysteni of main liii-

their |)o.'isibilitieH of far reaching eoiiii>etition, and eventually of their

iw!tioii. There is s< me interest in the comparison of the meteoric

Hudson, the English railway king of the forties, with that of the
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It .nay however be added hi.v, as U-ionKin^ to early rath-r ... .. ,.

than recent hiHtorj, that ,n I H44 an Act w.um ,M,HMe<| onfJIadsti ... 's

motion, providing that every new licence granted for the ron-
stniotion of.

I niilway.Nhouldern»),..lv a provinio,, that the Si ,te
iMiKht piirf h.u.e it aftiT twenty-one yearn at a very high price
He .suggeHte.1 two aiKl a half times the railway's capital as the
nuunmum purchase price; but eventually thai w.ih n,,ide the
minimum price; and this \ui^ in face of the fact that a Parlia-
mentary ('oniinitt.e had r..|)oited in 1H4() that "as far as
rixanJH h.'avy iii.rchandi.H*., it ai^M ars pmbable that the canals
will always s.-eiire the public against any ui.reasnnable de.naiids
111. the pirt of the railway ci-niiuu as." The r.-t profits earn.d
by ,i comixmy weiv commonly .i.ssui..e.l, in discussiun. .,„ ,h,.
Hill, to be likely to -XCeed ten JHT cent. : but thev soon settled
down to less than half that .m „t. In lS4(i the s<.curities
i.f s^.veral lim-s ha.l b.-.-n selling at more than .Imible their
tiniiiinal amounts.

The n.-xt two yeai-s were t.ili ..f trouble, b„t their l.ssuns
w.rr wel! learnt; and th, outl-.ok for such railways, as w.re
sol-rly financed and ably admiiiister.'d. reniaine.! u'ltiuHit any
lonsKlerable cloud; for the .steam p.wer, to which th.v had
.mid .verythiiig, had not yet m..vi.,| ti.wanls its almost e^iuallv
nih harvest on the .Kv.an. For a lon^ time ..!! went well with
hh-l.mds railways; theiv e.xpaiision was „of hiiidiie.l by th.-
narrowness of her territory; an.l th.y had no eH-ectiv.. "rival.
N.arlyall th.' .'.xisfing main liii.s w.-iv w.'ll .|.v. Iojm.I hi th.-
third iiuart.T of hist c.-ntury. Railway ..utiay incr.as.'.l fast;
hilt iHi receipts incn-a.sed a lifth' tiister, till in !«72 th.-y
avirag-.l 474 jkt cut. ..n th.- total "pai.l up" capital. Since
that tun.- th,- j.rogress of railways has b.-.-n less .satist.utorv,
at all events from th.- Hnaiicial jx.int of view. Th. ir capit.'il
has l).en .louble<i

: and the proiK-rtion ,,( i,e( r.-c.-ipts to ,t has
almost st,-a<lily dimiiiish.-.l

; though th,- gross receipts have
iiKT- ,,.s.,l Ctstt-r th.-m th,- capital, ami th.- t.it.-.l am.Mint .,f work
<i'>ni- l.y the railways has incr,-as.-,l much faster still'.

Hirrimaii in ncent .v..«r». Kach La.I ilaiing an I pow. rfiil constriicliv,. piuhm-
»«h lh,.„«l„ him«.lf Hhove th.- coun>H-l« of prudvnci-, and p..rlj.i|H .-ven th.,.,^
ufraoralitv, ot ordinary nit-n.

' Tli.- nuuib.-r of paHHi-n^j.-rn exclusive of si-anoii ticket holders iniTi-a»fd
M. 1. T.
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818 SOMF. RAILWAY PROBLEMS

i Vr

Atp. u, 2. 2. Ciiriom contrmts in jxittucnger traffic.

Before 1844 English railways were of little use

working classes. But a law was then piissed that con

every railway to run at least one train a day, in which

could be conveyed at a rate of not less than 12 miles an

at a charge not exceeding a penny a mile ; and in ca

provided with seats and protected from the weather'. Tl

way ct)mpanies resisted the change as far as they could

even twenty years later, there were few third-class car

except on Parliamentary trains; and these were ofte

(the Railway Commissioners not exercising their legal p

at inconvenient hours, and kept in a dirty condition,

was even then thought ^hat the crdinari/ travelling i

working classes could not be worth encouraging: thoug

were tempted to make excursions by extremely low rates

and sixpence being a common return fare from London

southern watering places. But the n(jtion that it woi

food business to make third-class travel comfortable and

gradually made its way; and finally triumphrd in 1875

the Midland put fairly good third-class carriages on

trains -.

It must however be admitted that there is some hard.-

the rule that the ordinary charge for the poor man is ad

to a comfortable method of travelling ; so that he has n

choice of a rather less expensive method of travelling at a

lower cost, as he has on the Continent. It is true thi

about seven-fold in the fifty years ending 1912 ; but part of this inci

numbers was due to the rapid growths of urban and suburban trallic, a

not indicate a correapondiug increase in volume. The number of tons t

carried increased rather more than five-fold; the number of mineral ton

was rather more than twice that of general merchandise at the be},'inmn,

period, had become three and a half times as great at the end.

' Larduer (.Rtiiliray Economy, ch. x.) gives statistics allowing li il

number of miles travelled by third-class passengers was less than that ti

by first-class passengers in 1S44, but mipre than twice as great in IHif

average distances travelled were about 2tl miles by first-class, and 13 b

class passeni^'ers. The extreme measures, by which railway coMpauii'S

make travelling in third-class carriagesuncomt'ortable, and evtn intoleral'le

todo persons, are humorously described in Acworth's liailwfiiH of En<jh

- Gladstone warmly supported the movement. Its principles are well

in an article on "Kailways in their Social llelations" in the liritUh .11

for IHfiS.
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SOME CONTIUSTS I.V PAS.SENGEU TUAFFIC
j^jg

artisan, when seeking work, can often cr^t his railwav f„ •

.

bv his Trido TTiii^,, • 1 . •

^"^
"
""^ ''"^^'i'} '-ires paid ait. m, 2.

the eouiv^dent ,

"
'n'""""'"

'^'"'^' ^^ ^'^'^ =' ^--n *-the equ v.Uent of a day s walk is too high. This evil miLrht 1...removed by ad.ling fuurth-class carriages to a f^w "f^^rtrams and to some goods trains. The'^.fficml EnWis ontf
t-on that the latter practice ,s unsafe, is inconsistent" ^hXipenence o other countries. Special worku.en s tickets, ad^p^l
t hose who hve some .Instance from th.ir work, are pUlia ivlofthesc hardships; but inadequate-

The excess of ordinary fares above the direct costs oftntnsp.^t IS so great, that railways are apt to meet specially
elastic tmthc by very low fares, even when much of it „ ust becarriedat somewh.it mure than the aven.ge direct cost. Thu
British railways, which carry comparatively few first or secon! ^
class passengers in tiie greater part uf their work, sell fi-st andsecond class season tickets at charges below those of ordinary

n...class ticket.s for an equal aggregate mileage: and
'

the arnages used by them have to travel f,r the greater mrt
•-"I'ty one way in the morning and th,. other Tvav in theevening; unless in.leed they are put to sleep on a .hiding for
the greater part of the day.

^

The principle of adapting passenger lares to what the traffic
-11 bear rather than to cost, is further illustrated b the
practice ot charging specially low rates for return tickets avail-

Sets '.'^ '
k''"^'' rV''''''

'^^'^^ «^^" ^^ --!<--
ckets. Ihose who can take but a short holiday are sneciallv
elyto b, ,,,, , by alow charge; and a reduction .

fe« shillings on the total e.xpense of a week-en.l holiday is
.ore hke y to influence conduct, than when it is but a mi lutetraction of the total expense to be incurred-'.

--''".•,t^rz/„:i' c\rr''
^'"'••'•''"

•oket but this saving is soaiett.es lost b;:har;;i;r:.i
" ''' " ''''"''

1- intiior applications of tbi^ .,rinei..i,.arpwl-". , i
""- n

^^^^..ous Society, l>tl«„„ia,eaudoth;r^;o«psar;i:sS:;:t:'::^';Si
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j^20 SOME RAILWAY PROBLEMS

*rr. y. 3. il. TAf development of American raihcay rqfiona

blanh't rates.

When the centre of the population of the United i

had receded a considerable distance from the Atlantic, bi

not yet reached the watershed of the Ohio, much goodss

hud about equally good access to the ocean by rdih\

Atlantic ports on the one side ; and on the other by raib

the Ohio or the Mississippi itself, and the (Julf of ^'

Difficult, rapid and ever-shifting as are those river course

ton-mile charges by steamers on them were much lowe

those at which the railways could afford to carry or

traffic. Bat, in order to compet with the steamers, th

ways made specially low rates between the Atlantic ai

whole of the area, which had fairly goou access to the 1

sippi: and the rule, that railways might lower then- ra

competition witn water-routes, was generally adopted.

When the Pacific co.-ist was developed, railways n

west offered extremely low rates to San Francisco, in oi

divert traffic from the naturally less costly route to A

pvjrts, and thence round Cape Horn to the Pacific coast

details of this confiict are being modified by the P

Canal, but its main features are unchanged). Farme

others in the Middle States, who saw goods carried pas

doors to San Francisco at charges much lower than thost

they were forced to pay for a " short haul " over a part

same route, made complaints : and these evoked a clause

Interstate Commerce Law of 1887 prohibiting a higher

for a part of any route than for a longer part of the saint

This " Long and short haul clause" has however been fonnc

what difficult of interpretation under ever-changing conil

in Fiance, Switzerland and Italy, countries much frciuented by ricl fo

For tho plan of a general reduction of fares which works well enough i

country as Hunfjary, would let off this foreign traffic at much lower char

it can bear. These special facilities are not gencially accessible

foreigner; and they enable the poorer classes and others to make raaiiv

excurMons at a low cost. Compare the account of " Tarifs Spocii

voyageurs" in Colson's TrdnsporU et Tarifs.
'

If anyone wants to go to London and back on a Saturday, he is no

to nse a cheap week-end ticket; because such journeys imply urgent cs

tiicv are not likely to in-ri-v^.- much in response to a lowerino of fares.

1 An article by Prof. H. G. Brown in The Americatt Kconomic
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Meanwhile the economy of sending large trainloads, with app. -a. j.

little break of bulk, to Chicago and other great centres,

together with the intense railway competition at those centres,

had caused them to be adopted as " basing-points " : that is,

the charge for distant traffic to any point in the neighbourhood'
of a biise was made up of a low rate per mile to the basing-
point, together with the ordinary rate from the base to the
station of delivery. If that station was nearer the place of
origin than the basing-point, the charge became less for a long
journey than for a shorter one. If this was prohibited, as

it originally was, then the charges to all such stations were put
at the same amount as those to the basing-point. That intro-

duced some simplicity of arrangements, together with the
ine(jualities and complexities that result from forced simplicity:

and these results were extended much further when, instead of

a single basing-point in a district, there were several. In this

way in fact there was set up a single rate from 8*- Louis to all

stations south of the Texan border. For "as railroads were
built and extended, one line would reach station A by passing
through station B ; and another line would reach station B by
passing through station A

; and so on through a ramifying net-
work'." And when this process had gone S(jme considerable
way, no great further change was made by adopting a single'
'• blanket " rate between the whole region and St Louis. Such
arrangements may claim to strike out paths of least resistance

:

but they do not seem capable of general application ; and they
are open to grave objections.

A strict interpretation of the " Long and short luiul clause
"

was perhaps advisable in early days when struggles for the

mastery of particular railways, as well as conflicts between
railways, were often waged with unscrupulous ferocity. For,

when rates between competitive points were liable to be put
down to very low levels for strategical purposes, such a purpose
might well be hindered by the fear that the railway would lose

on its intermediate traft^c. There were some cases in which

Dioemlier Ii)14, shows in entcrtiiininK fashion cases iu which it may be iu the
gcDeial iuferest that traffic should be diveiteil froiu a .-hoit to a l.riig haul.

' See
J).

',(4 of an iustructive chapter on " Itesjional rate structures" in
iiciiitrson's liailroad Freight Ii:it<:.i.
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4. the rigid application of tho cliiusc worked harm : but, bit

the Iiittrstato Commereo Coiniiiission, having obtained inen

jMJwers, has seen its way to relax rules, which pressed h

in special cases. Thus was r.ttbrded additional evidence thii

function of a Legislature is to give powers to authorit

Connnissions; and in case of need to recast a Coinniissii

modify its powers: but not to attempt t(j govern by law'.

4. The hnportUHcc ofraihray sfaflKtics, nmf their dljjin

The operations of railways are apparently much more 1

geneous than those of most other industries ; and internal

railway statistics relate to exceptionally large voIuuk

similar facts. But much of this apparent uniformity is ill

The conditions of railway work vary greatly between difl

countries and sometimes even between different districts s

by the same railway; and therefore things represented b

same name, and necess.-.rily classed together in statistical re

differ widely.

For instance, the work done on the average by a pass

or goods train in going a mile—a "passenger train mil

a " goods train mile,"—means very different things on the

line, and on a minor branch of a great English railway,

American train-mile often represents thousimds of" ton-m

that is, tons of freight moved a mile : on English raihv;

seldom represents many hundreds and often not many U

ton-miles. If " wagon-miles " be substituted for train

we get units that are more similar in some respect?, bn

in othei-s : for though the service rendered by a train

' For instance, tlie Commission still allows a railway to lower its :

any seaport far enough to meet, though not to extinguish, water com)i

And (ai e its Ih'port for I'JlS, p. 25) after referring to such a case, in wl

railway 8 lonyhaul rate was not reduced below what was necessary to

its beinw " obliced to retire from competition at the water-competition

declined to compel it to reduce all charges to intermediate points to ti

level, when that was below those rates that were •• reasonable per .« " fi

points. It goes on to indicate concessions, mostly temporary, which i

in cases in which tlic ii, .v rules appear to press heuvily.

The Hepburn Act strengthened the Commission tiy making its ui

valid, unles-- and until over-ruled by the Supreme Court on a (luestion

The ciiuses that led up to this chanre are set out by Kipley, liiiilniii:'s,

e|j,^ xni.— vx. Sr:- is!^n n:t ncronnt of " rnhlie scnti'iient aud the !:

Bill," McPherson, I.e. ch. xix.
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thirty wagons is thrcH! times as great as that of anolhei with
ten .similar loaded wagons, the costs of the two services do not
differ nearly so much. Ton-miles, wugon-miles ami train-miles

are all needed as the basis of statistical comparisons.

A million ton-miles on a "heavy" English railway such as

the Midland or the North Eastern represent much less work
than a million ton-miles on a "light" railway in the South
(if England. Train-mile and wagon-mile statistics make the
services of English trains appear greater relatively to those of

American than they really are ; while ton-mile and passenger-

mile statistics mislead in the opposite direction. And, as has
been argued, small wagons, many of them not nearly full, are

in some degree necessary conditions for the prompt delivery

of small consignments starting from any of several thou.sand

stations to be delivered as any other'.

Sharp tools cut inexpert fingers : and railway statistics, like

most others that relate to complex matters, are open to the

charge that they often mislead the ill-informed. It is also some-
times objected that they are of less service in administrati(jn

than the careful observations and reports of the loading, working,

etc. of individual trains; while these are regularly made on well-

managed lines, to serve as a basis for the policy adopted by the

central authorities. Statistics supplement, but make no claim

to supersede, that essential work. The Committee on Railway
Accoimts and Statistical Returns, 1909, reported that without
statistics it is not possible, but with them it is po.ssible, to

ascertain train load, or wagon load and length of haul : as well

as the transport effected per engine hour in pas.senger traffic

and in goods traffic : also the average receipts per passenger-mile

and per ton-mile; and the average density of traffic per mile of

road and per mile of tracks

' See above, pp. 452— ,3.

- See [Cd. 4(107], § 4.5. Conferences of British railway men, and their
professional journals, do much for the cooperative advance of knowledge. But
tbtre seems to he some grounds for the severe judi;ment cf a competent critic

that "the defect in the prevalent British statistical system is that the mai]Ji;,'er

aotuiilly never knows what his neighbour is doing: lie has no opportunity as
the American mana;.'er has to whet his curiosity on the good performances,
which somt'.ody else is making. Consequently, improvements in British

"'"•""•w spread but slu-.vly, wiicrcas in Ainrric.i ot.tv erncienry-producin^; litvice

IS studied and imitated as soon as it makes itself apparent in the ton-mileage

Al'P. M, 4.
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Ml'. M, ». It ia now iiniversiilly reci)gniz«'d that cost of sorvice cj

no more than ono among several consideration.H, to he we

together "by the exercise of a wise discretion " before reai

a conclusion iis to tht' reasonableness ami justice of any

ticular railway rate : but yet American railways have al

" made limited application of the principles of cost-accou

to more than one-half" of their vast mileage for " int

corpomte administrative purposes'." Antl "an order was i

[by the Intei-state Connnerce Commission] effective a.s of

1915, refjuiring all carriers, having operating revenues in i

of .?1,000,000, to classify each of the various items of disl

ment relating to operating accounts, according to the rel

which such item bears to the freight service or to the

senger and allied services of the carrier ; rules being

for apportioning items of expense common to both class

service, excepting as to certain items under maintenan

way and structures, which are for the present to bt

undivided.... It is expected that this class of information w

of assistance, not only in rate cases, but also in making

parisons of changes in operating costs from year to year

among various railroads in a given year-."

It may be noted that an assumption that the cost of

service is known, underlies every suggestion that the c

for it is put at that point which is most advantageous

railway from a purely business point of view. I'\ir, if the

receipts of a railway from a certain traflfic are only a

greater than its direct and immediate costs, a reduction (

charges for it might be unwise (except for combative purj

figures" {Jiailroiiil Adminintrtition, 1910, p. 220, by li. Morri.-J, ManagingE

the Railway Age Gazette, N.Y.). A good short nceount of uses of the ton-i

statistics was read by Mr Wedgwood of tlie North Eastern Uaihvay bcf

British Association in liWO and printed in the Economic Joiirnal, March

Tile English North Eastern Railway made rapid progress under the gi

of Sir George Gibb, wlio paid special attention to railway statistics;

known to have owed much to the stimulation of Mr J. J. Hill, whose d

to them is regarded by many as an important contributory to the phcn

success witii which he raised tlie almost derelict Great NortJiern Kailmud,

til its liigh eminence. Tlie movement towards greater unity of control of I

railways, whether under Government control or not, which set in aft

Appendix was in print, seems likely to diminish this evil, if not to elimii

• B. H. Meyer, at the inortisig r,f the .Vincrioan Econoinic Ai^jjciuui,-:;

^ Report of the Commission, 191"), p. 16.
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unless it greatly increased the traffic: while an oxpectiition of »pp. u, 5.

even a inoderato increase of the traffic would have made the
reduction of charges remunerative, if the direct costs of work-
ing had been much below the present charges. Sup[)ose, for

instance, that a certain traffic yields £U),()0() of gross revenue;
of which £8000 are reckoned as ilirect or prime costs of moving,
and £2000 are allotted for general costs and pntits. Siippo.se

that a reduction of charges by otie-Hfth woidtl double the
traffic; then the whole of the receipts, £1(),()()0, would be swal-
lowed up by prime costs, leaving nothing for general costs

and profits beyond the economies on tho mere direct costs

of operation from an increase of the traffic. If however the
prime costs, accurately estimated, were oidy £(3000; then after

the same change, under like conditions, there would remain
£4000 for general C(jsts and profits, in addition to these
economies of work on a larger scale : and the reduction would
be excellent business. These figures illustrate the dictum that
" railway business must be unbusinesslike so long as prime
costs are reached by mere guesswork and are liable to wide
error."

T). The small and indlnct, but yet mhmble, aid trhirh

a Ktudi/ of the capltftlhation of railways may afford in
regard to th- r'-gulation of the general level of their charges.

Thus • are brought back to the suggestion, in:ide in

Book II (, J36), that the correct capitalization of a railway or

other sen.i-nionopolistic busine.ss is matter of larger public
concern than that of an ordinary company. The State must
in any case take all reasonable measures to protect investors

against the fraudulent infusion of "water"; that is additions to

the nominal capital of a company, which are not justified by
corresponding bona fiile payments into its excheipier : though, as
a rule, excessive capitalization of a compmy injures only those
who buy its securities. For, if it has no monopoly, those who
buy Its prodtu'ts are protected against excessive charges by the
competition of similar products in op.'n market.

The nation has, however, an interest, in the capitalization of
any important public service, whieb is •'..•nin !lto;!os!si-isst:iV>ility

Solidity, and power of exp.iiision. If a raihvav issues securities
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Ai'p. M.S. nmch in rxoiss of its iictiial oiitliiy, il is iiiilikoly to oain cm

to |)jiy j(uo(l (lividi'iuls. This will U'lu^jt it to issue

seciirilii's, iuid pay its exjitiiscs partly out of capital: lint

action will soon bring it into ilisri'piitc, and it will be ui

to Ix.rrow iiiorr on good terms. It will jicihaps stint outl,

repairs and renewals. It may probably wish to raise its ch:i

but be unable to do so directly; ami, if so, it is likely t

its services deteriorate, and in other ways to make the p
pay the penalty of its inflation.

Hritish business generally is renowned for the soundiit

its financial rneth.Mls: but British railways are sonut

tempted to charge to capital account, expenditure th;

re(piired for keeping their plant abreast of advancing techn;

though, since such expenditure only places them on a level

new railway enterprise, and makes no extension of their bus

it is of a kind which wouhl be generally charged to in

by a " conservative " American railway. Every such char;

capital increases the difKculty of maintiiining dividends

high level in the future'.

Some strong American railways, desiring to evadi' [X)

demands for lower charges, have kept their dividends dow

charging many organic improvements and extensions to iiu

But, if they continue to prosper, and to act on this plan,

net incomes will rise to so high levels relatively to their caj;

zation that the public will at last demand concessions in

interest. On the whole, even strong American railways te

increase their nominal capitals; and their weaker neigh

are tempted to do the same, because they are weak.

In view of these difficulties a law was passed by Con

in 1913 directing the Interstate Uoiimierce Commission to r

in detail as to each piece of railway property "the origina

to date; the cost of reproduction new: the cost of reprodii

less depreciation ; and an analysis of the methods by >

these several costs are oV)tained, and the reasons for

Parliament lias sanoti'^noil nnminiil a'Mifiins, witliout any real cha

the capitalization of British railways, amounting in the a^'f-TeKate to £ lits.ft

In coiiseciui/nce the avera;,'e net earnings in I'Jl'i were 3'ril per cent,

capitalization, insteail of 4-/>l as they wotilil have been on the actual invest

Tin sf additions were iiiade puliliely r and a few people recollect some ti

of recent date ; but nearly all are forj-'otttn.
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'Ot some tiiiit are

(lirti-rencoH, if any." Thi« direction is in harmony with the mi. m, 5.

Supreme ("ourtw definition of "reasonable rates," which had

iM'en accepted by the C()inmis.sion, viz. that they are " such rates

us will, on thi- whole, make .a n.ji,soiiabie return on the property

fairly and honestly dedicated to ihe public service." The
t'oinmission ha.s accordingly thrown itself with eneigy into this

inquiry; which is |K'rhaps destined to be exceptionally arduou.s

and instructive to economists. [It may also be of snjiremc im-

(xirtiinco to British .statesmen, in case nuasures for some sort of

unified control of railways, v^hich have come into view since this

was in print, shoidd be devclojK-d.]

" Physical valuation " has been adopted as the lame for the

subject of the intjuiry : tind it conveniently gives warning that

some elements of the whole problem to be .solved lie outside its

scope, and must be treated sepirately. For instance a new
railway is not wholly exempt from the gt-neral rule that almost

every business is liki^ly to make some mistakes, before it attains

the best adjustment of its resources to its work'.

When the studies of the Commission have made considerable

progress, it will probably be possible to arrive at an approximate

judgment as to the relations between the total costs and the

total charges of any ptirticular railway that may fall under

suspicion. Its original cost can be estimated roughly from the

.statistical history of the railway, and can be compared with

similar estimates as to other railways: and its methods of

administration can be noted ; with sp<'cial reference to the

question whether fresh capital was raised to carry out simple

improvements, the cost of which shoidd have been defrayed out

of income. Also, a direct comparison can be made of its charges

' Thii value due to a " trying out of the plant," or its adjustment of parti?,

called by engineers "adaptation or soliditieuticn " is one of tlie "intangible

values," noted by Professor Ripley {I.e. II, p. '23H) as lying outside Physical

Valuation, which he describes at length. The gensral proeedure of the Com-
mission is indicated in its own Beporta. Mr II. N. Hayes in the Harvard

QiKirtrrlii Journnl of Kcimoiiiio, argues thai, though it is often impossible to

get r.ireetly at the "original coi^t" of a public utility, yet an indirect route

to it is available. For th.' ages of the units of expense being known, units

o! the same kind and age can be grouped together, and tlie prioes paid for earh

unit in each year can be obtained from the books of the concern, or from otlur

sources : but he admits that this method would not generally be avaihtble in

rtcard to the cost f railway land (pp. t)21 and H'iH).
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All'. M.S. iiM II wholf, with thoHe of othi-r railwiiyH which hiivt; iibtiiit t-

liicilitij'H for obtHinirij; a densts and rt'j»ulrtr trattio, oqiml co.>tt

tiiatrrialit, etc. Some of thcw niilwiiy.s an- Huru to \h' iiiam

ctHcirnfly and hoiit'stly : and they will Hcrvo as a touchx

for thf rest.

In all Niich valuations it is ditticiilt to decido what vali

a,s.si^n to railways' land, and t'spt'cially such of it as is situ

in the ct'ntp'H of jjfreat titics. It is said that the land m-i

for Faddinj(ton Station and its approaches cost oidy two mi

jMiunds; but that Hftet-n nullions had to be paid fifty
j

latiT for the neijjhbouring Marylebone Station and

approaches: and the rise in value ot the sites of some Aiuei

terinini has been inuch greater.

It may be added that, though the studies by the Inters

Commerce ('oinmission in regard to railway capitalization

as yet made but little advance, it has seen its way in IfM

allow an iiicrea.se of five per cent, on the charges levied bj

railroads between New York and Chicago; on the ground

existing rates di<l not enable the weaker of those lint'S to o[

rea.sonable remuneration on their presumed capital ; and "

w.iys mu8t live." In 1908 it hiwl called attention to the

that, the numerous holdings by railways ofeach other's seeiiri

have caused the capital, on which the power of earning inc

might reasonably be claimed, to appear to amount to si.xty-t

thousand dollars [)er mile; whereas only fifty-eight thou

dollars per mile of securities were in the hanils of the ]m

It ha(i pointed out also that, though these intercorporate 1

ings are not sufficient to give ab.solute control; yet, indivi

holders seldom vote, and the proxies given by them are

based on investigation: so that the intercorjxjrate holdings li

" in concentrated form, virtually dictate the policy of

corporations, who.xe securities are thus held"; with the n

that vast .systems of railways have come under the domim

of the same group of financiers'.

' This Report on Intercoriinritle rflutionn of railw<>y» is a very instri

(locuineiit. It ftarts froii. tlio i)osition that "a .linglo rarrier in intA

return of caiiitivl ' in the Imnds of the public ' rt^arila anotlier carrier ii» i

th' publio. ..If however the problem be to state the amount of securities

are an aotuul oi coutiuKent claim upon the revenues of the country consi

a^ a wliole, the phrase ' in the hands of the public ' must exclude all rn
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RAILWAY CAHITALIZATIOV AM) UAII.WAV <IIARr;E.S

Fiminciiil coinplicntion.s of this kind do n(.t nmteriidly iiffect

the rehitions iM-tweon coni|K>tiuon iind monopoly in the Hritish
milway HyHtemH. Briti.>*h riiilway directorw hiive the miIu.n,
together with the defeetH, of their jMirtial detiichmont from the
!*peculutive, us well m the technical, excitementu ..f railway
art'airM. MoHt of them are well advanced in lif,. : they have v.on

the esteem of others by capable and upright control of huge
affairn; their |K'cuniary interestH in the general i)roNjj<'rity of
the country often exceed their jH-rsonal interests in tli.- finances
of the railway, for which they are resjKnisible. In short they
are at least as incapable both of underhand intrigu.s and ..f

iiiditteri'nce to the common good, as any body r,t i,„.,i that can
be fouml It may be true that they have hitherto bei ti inclined

to adhere to well-tHnlden paths rather than venture boldly ..n

new courses that hold out promise of advantage. But the
importance and the resource of modern r.iilwav science are
becoming recognized steadily, though slowly : and there is reason

to ho[K' that the general broadening of the scope of Firitish

education will ere long raise the alertness and resourcefulness

of the supreme control of British railways to as high a level jvs

that which has long marked its probity and public spirit.

holdings." Until 1908, no allowance had beon made for this. The incident
illustrates the extreme difticiilty of rightly rcadnii; company Mtali^tics, even in
caseH where nearly all afluirH are conducted iu public.

Tht ilniliyy ()/ yifitt ratlroadu, I'.IO."), by V. H. Spearman, coiininn a fa^ci-

natiiii,' account of Rreat oampaigu« in which Vandcibilt, Ca^i^att, Harrinian,
Hill, Uould and other Ticn of Napoleonic genius for cunstruetiun. and in Hom«
cases for deHtruction, won dominion and occu.sionailv lost it. Illustrated by
maps, it presents in Hhort compass a general view of the more sensational epi-
sode.s in American railway history, not easily to be obtained elsewhere.

In Vol. II of llipley's Uailroath will be found analytical accounts of various
forms of pooling and combination, with their relations to Antitrust Laws.
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APPENDIX N

SOME AMERICAN INDUSTRIAL STATISTICS

The recent iiicirafte In the she of the represent

indiisfrittl esfahlishment in AmerietO.

TIk' American Censuses ihjiii 1850 to 18S0 rclivle t

(liistrial establishments of all sorts, includinjr hose in
"

and neighbourhood industries " (or as we may say shortly, tli

not (juite accurately, "workshops industries"), as well

nianutiictures properly so called. The (Census of 1H!)0

returns on the old plan ; and also in regard ' factories oi

the plan which has been followed since then. Conseijuentl

most important comparisons for our purposes are betweei

yean; 1900 and 1910 : though earlier figures have some t

suggestions.

The unit throughout is an " establishment " : whii

generally " a separated plant or mill " : its size suggest

conuuand possessed by it of the economies of produdiuii

large scale. Economies of marketing are often better represi

by statistics of " businesses "
: but on the whole, the estal

nient is doubtless the best unit-.

The table given below' shows that the 208,000 estal

' This Aiipenilix is attached to p. 511.

• Further the boundaries of an establisliment are more definite and usee

able by Census ollictrs than those of a business : and, as one important C(

of a Census is witli the local distribution of industries, ccnfnsion wouli

been introiluced by proupinR tosethi.r plants in differ<'nt places. But '

more plants operated under a common ownership, or for which oue set of

of account is kept,"' are sometimes regarded as a single establishment. (.1'

(,/ the On.<K>s of 1010. p. 435.)

' Tlie following is part i
* a table in the Ahstriirt of the Census of

p. 43'J :



*ii^^c^iiii£5a^s.ii^^ ^^:^.;^Ar.^m:s:}^ .ip^P'??

'ISTICS

"prescnfdfiir

rclivtA' to iii-

)se ill " haml

lortly, till 111 .;li

IS well us ill

f 1890 Kivt>

;tories only—

se(jui'iitly tlu'

between the

L> some useful

"
: which is

suggests the

oductiuii on a

T rcjireseuti'd

the establish-

100 establish-

te and iisccitain-

iportant cincern

sion wouk' ii;ivi'

s. But ' two or

oue sot of books

inent. {.Ihilruct

Census of l',)10,

INCREASE IX SIZE OF THE BUSINESS UNIT

ments engaged in nianutiicture in 1900 hail inercaseil to 268,000
in 1910: but meanwhile the total value of their output 'had
increased from Sm.4,8:U to :?in.8,529 : that is their average
output ha<'. increased from 232,000 dollars to :M 8,000: if we
go back to 1850, when workshops etc. were reckoned in, we find
the average output of an establishment to have been less than
4,000 dollars.

The wages bill of factories etc. inerea.sed between 1900 and
1910 considerably faster than the number of workers; but not
nearly so fast as the value of the t-.tal output of 'products
(which of course includes the cost of the material used); or of
the net product (which is the value added to the material by
the process of manufacture). This difference is mainly to C
accounte<l for by the increased use of expensive plant, which is

indicated by the fact that the hoise power used had increaseiJ
meanwhile Lom 10 to nearly 19 million units ; that is, at almost
the same rate as the capital employed. But prices were rising
fast during this period and therefore the increases in total and
net real output were less than is shown by these figures. The
years 1900 and 1910 were years of climax: the Census figures
in regard to iiianufaetiires belong to the years 1899, and 1909.
preceding the nominal Census years'.
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IM.50 12:^ .>:« 957 237 1,019
1

463 !

IrtSO '2.54 2,790
1 2,732 948 5,370 1,973

(lilO(l) (512) (0,814) , (•5,306) (2.320) (13,000) (5,657)

4.831
1900 -2118 8,975 : 4,712 2.008 11,4(17
190.5 1 210 r2,(i70 5,4t!8 2,610 14.794 6,291
1910 2(J8 18,428 1 ti,()lo 3,427 20.i;72 8,529 \

The figures in hinckets for 19O0 in the upper line rehite to mauufucture.- in
theoldlnoad sense of tlie teriu, and are therefore coiuparahlo with tLo.se for
1S50 aiul l.SSO; tiiose in tlie lower line relate to manufactures in the narrow
.-ense, and are comparable with those for 1905 and 1910.

' The returns as to capital have always been untrustworthy
: and indeed

General F. A. XValker, who put the C. 'isus of 18sO at a siuf.'le bound near to
•.r >rij niy:i iL-vci oiiicc attaiucd ly it, liiuciylit t:iui ihcy should not be

AI'l'. N.



832 SOME AMERICAN INDUSTRIAL STATISTICS

These statistics have an interesting bearing on the infli

which the growth of giant businesses exerts on the re

demands for capital and for labour, and on the character c

work required of labour. The two sets of figures from the C

of 1900, given in the table of figures on p. 831, indicat*

the cost of materials bears about the same ratio to the

value of the product in workshops as it does in factories,

suggests that the stages through which material passes ir

small osUblishments are so small, that they can be work

manual labour with but slight assistance from plant, as ea>

the larger stages worked by factories with more elaborate

But a comparison of factories and other considerable i

lishments of various sizes shows that 'the cost of matei

less than half the value of the finished product in rather

establishments ; about ecjual to it in medium factories, w;

annual output of $20,000 to $100,000 ; and about two-

of the whole value in plants with output of a million t

and over. One reason seems to be that very large fac

are chiefly concerned with work which can be done by expi

machinery, aided by a comparatively small amount of h

effort : much of it does not require to be highly skilled

the total cost of each process of manufacture is therefore :

small.

Industrial establishments having a less output tl

$100,000 accounted for 207 per cent, of the whole in

published at all. They are perhaps a little less inaccurate in some dii

now, than they were then : but their ambiguities have increased with tl

increase in the number of establishments in the same ownership.

The following index numbers for the wholesale prices of commodit

taken from liuUetiti. 200 (a.i>. 1916) of the Bureau of Labor Statistics, p. 1

show, of course, a less rapid rise in the prices of manufactured than

commodities.

1898
I

1899 1900 I 1901 11108 I'JO'.I 1910 1911

90 94 i 86

90

82 :

89
I

93
\
90

I

85 91 95



cs

the influence,

1 the relative

aracter of the

)m the Census

indicate that

) to the total

ctories. This

passes in very

be worked by

it, as easily as

aborate plant,

lerable estab-

)f material is

a rather small

;ories, with an

)Ut two-thirds

nillion dollars

arge factories

i by expensive

lint of human

f skilled ; ami

lerefore rather

itput than a

hole in 190-i:

n some directiuns

led with the great

lip.

commodities, are

iistics.p. 17: tliey

ufid than of raw

yiO 1911 191)

94 I 86 ,
100

90
I

90 ' 100

95
I

88 100

I

INCREASE IN SIZE OF THE BUSINESS UNIT 833

but only for 17-« ,n 1909. In the same few years the share of ... «
establishments with output between $100,000 and $1000 000
fell from 460 to 438 per cent.; while that of giant biisint'sses
with not less than $1,000,000 output rose from 38 per cent
to 43'.

' ^

Of course some large establishments had many more than
.500 wage earners; and several such establishments had been
set up as part of the same business unit. Business units so
large were inclined to compete fiercely: then to enter into parley
and agree on terms of peace in regard to one another, supple-
mented perhaps by arrangements for the discomfiture of com-
petitors who could not be brought into the agreement. Ne.xt
the alliances were strengthened and fortified : and, if they thu.s
came into conflict with the law against combination in restraint
of trade, a way out was found by amalgamation. But that did
not lessen the dangers which they threatened to the public
mterest

:
it merely altered their form and thus called for new

investigation and regulation.

' Abstract 0/ the Cenm» of 1910, p. 4G4. The corresponding fiKUfs for 1900 are
not eompara le for they follow the old plan of ineh.din, workshops etc •indeed
nearly half of the ol2,254 establishments to which they relate, represent hand
|rades

;
and -.n 68.523 of these all the work was done by the pr^pHeT" wittu

hired assistance. {Report of Censu. of 1900, Vol. vii. p. Ixxiii.) The ne.lect
of tL,s fact seems to have been the cause of some important statistical errors.

M.I. T
.5.3
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APPENL X

NOTE8 ON EMPLOYMENT IN BRITISH AND iiVM]

STEEL INDUSTRIES

API', o. .1 comparison of the steel indmtries of Britain

(knminif, with special reference to the pleas that Gerim

cartel and fiscal policies in association have bewfitei

people.

[The groatiT part of this Appendix was in print befor

\V(jrl(l-war: and the present tense, used in it, refers ti

decade preceding tlie war. It tiikes no account of a sugge

which has recently been made, that some sacrifice of gi.

interests to the advancement of the heavy steel industr

deliberately made by the (Jerman Government, in view (j

strength which predominance in that industry would affi;

the great war, which it was preparing.]

Reference may be made at starting to the summary ac

given above (III, IX, 4) of the numerous causes, which ii

to give the German heavy steel industry a more rapid doi

ment than th<' British towards the end of last century,

chief of them were sudden access to abundant iron ores, su

for making good steel by a new method :
technical skil

alert I'uergy on the part of Germans in using this me

ill-informed opposition to the method by the British Gc

ment, and indifference on the part of British iron-masters

the great advantage which a yung industry, not encnni

by obsolete plant, has over an old industry, when the tiiii

come for recasting old methods. Nevertheless German

has resulted in causing those, who make her steel, to recen

waces: and those Germans, who buy her steel, to pay (

for it.

The tisks involved in cartcllization are ai)pr(>piiaU' t

temper of the (ierman peo^jle. The long hours of more (

intensive work, to which they are accustomed, enable th

atleiui numerous discussions without difficulty; ihc u:>e
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I.VPLUENCES ON THE COXD.TIOKs OK THE WORKERS
to Which they have been seasoned ir. military service incline,
then, to submu easily to cartel regulation; and. what ^ .:

"^^

equally unportant. the se„.i-„.ilitary organisation of eart iwell adapted to the purposes ofan autocratic rule, which n g rdpeace as the t„ne of preparation for war. Moreover an a tocrat,c Government can exert certain kinds of discipline whichare not congenml to the ten.per of a self-governing peop e and^^^nId, partly for t at reason, ir.volve lengthy di^cLsions' 1.^strue the proceed.ngs of Parlianu.nt. .f att.'npted in Br tainFor mstance, a cart^^l. which ,>tiends the Oerml Governm«
'

nay hnd that the charges for the railway traffic, ir. whichTt il'specially interested are ,uietly nused : or thos,! on i r Lnva p^ducts maybe lowered, or the P.,„etive tarif La t"ochfied to Its disadvantage: no such discipline woul btolerable in Britain'.

There, is anothe.r reason for the bias in favour of cartels that
-s sWn by a (..vernment that is largely under the ^^ .^
a ^^ealthy minority. It is. that cartel policv is greatly denen
•lent on tne aid of a Protective tarif.^vhi^h t."ids to Z"hnany of those who are already rich; though it l<nve" 1 epurchasing power of incomes generally, and especially those of
t e poorer classes. This again is an advantage from the noin
.>t view of German military autocracy: for the wealth or

h

no -s more accessible to the tax collector, than are the wa^es
0. the working classes, when once the taxes on ordinary neces.
«anes have been pressed as far as they can well go: Imd the
r.Ianvely low standard of comfort enjoyed by tt (iern

'

"rmg classes in time of peace has lessened the expenditure
needed for maintaining a large army in peace an.l io war Th..se
injurious inHuenees are apt to be obscured by invalid armi-
...ents. one of which calls for attention here. It is to the elct
that Germanys system nmst be advantageous to her workin.r
cl-ses since it enlarges the funds which cartellize.l in.lustri."
t>a\e at their disposal for the employment of labour- and it
is^nggested that Britain might therefore a.lvantageously foUow
Her example.

This suggestion seems based on exclusive attention to the
'"terests of some industry that is h.-ing overnddcu in it» ..u.i

' These re„.a:k. may be considcroa in connectiou wk!> pp. U33_-l .al.ove.
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APr. o. markot by the foreigner ; and to ignore the interests of o

British industries, whose alertness enables them to get the be

of rivals abroad. No d..ubt increased employment in the foi

industry can be given by shutting out its rivals : but, for e

million pounds worth of increased employment so given I

about a million pounds less employment is likely to be give

those industries whose exports have provided Britain with

power of purchasing imports. Capital will gradually shift

those industries, which are doing most to make the con

strong ; and will pass to those, to which she has so far owed

Of course they niay be " nascent " industries : or they inu

such as can properly receivt! financial aid (direct or inili

from the State for military, or other exceptional reasons.

easiest, though not the best, way of doing this may be to ei

them to sell their products at higher prices and give inert

employment, in consequence of the partial exclusion of

imports: but such action will, as a general rule, onlyaltei

distribution of good employment, and will not increase its

amount. Therefore, unless this shifting of employmei

required for some exceptional reason of high policy, it:

effect is likely to be an injury to employees as a body.

Protective tarifs and cartel-organization enable the Ge

steel industries to obtain higher gains from their oiitputs of

ware, textile machinery etc., when destined for u,se b;/ Gen

than they otherwi.se could ; and the German people may pe

(Ic-rive a minute indirect gain from this. But that gji

generally only a small part of what has been artificially

from them. The Steelworks Union is indeed able to

that it di\ ides out the benefits of the Protective tarif etju

among all steel " users "
: but, as has just been argued, tl

true only with regard to those capitalist visers, who apply

material in business. Those who use the steel jtrodiu

utensils in their houses, or buy products made by steel

have no place in this arithmetic.

The German people have indeed some relief in regard

transjiort industries. For the Government has a sj)eeial in

in the supply of steel for railways and ships. It buys st(

railwnvs isn advajitacoo'.is terms. And. it allows steel for in

.shijis to be imported freely ; by which excellent provision
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INFLUENCES ON THK CONDITIONS OF THE WOHKERS

conferred great benefits on the people. If that provi.sion were

hfe on the same advantageous terms us Britain .ioe.s; and thepurch,«,ng power of wages would be at least as high elativdy
o their money value as in Britain. X.t l..„g ago it w,.s hlhe

^

but now ,t is mneh lower in oonse.plence^.f^h
t PnSK^"

system, of which German cartel policy is a part'.

'^'"'"'"'''

' An American onlooker savs :_'• Th<. KuL-Ikh uv,ri ;„
than the Oern.an workin«man All the U . , ^""l"

'''^' '"«'""• '*''««^

higher waKes, and work shorter hou, 1 a hi « T' ':,'

''"""^'' ''"^'""^^ «"'

tcie. The K„,li,h a«ents in ...S ^l l^t^ZZ T''"" Tinsist on week-end holiilavs and nn l.aii,,
" "> Ki t lusher salaries, but

week in order to play .oHStZ^:Z:::So^r f 'T'
""'

day and Sunday." Professor Carver iV/
"

. , J^'T- ^T '
--''-very

p. 347. The Presia^nt of the North (i..rm„nV ''/"''"'"' i-'-o'X'my. 1918,

Hong Ko„ to the qne«ti„n how w Tt gT "
fT'"""^"-

"'^'"'"« '"

obtained nearly half the trade of th Tt 11^15.^" I".
:^''"'' ''" ""*"

called attention to the early d. aer on o ,1 P^ ,^ ^l'*'
^'^""""''^ '" """''"•

in .on.e of the German oLtSr 1 ht^wSl't b
'^ "^ '' "" "'"''' " ^"'

That i. the answer. We Germanrare;; n n
'

the taZof" h^ "' M k'^'"""of our capacity for. our wiHin.ne. to .... ...^A-.t;^.^^'?:;^!S:

wa.sl dern.any"Ld'KS t rtnSl^^^LS:^S "

one.Hflh greater than in Englani •.'.T^.t t vtm "
,'

'°°'' ""' '"''' ""^"'^

half as much again as German The l"'nd Ul^'fTh "Tf '" '"'^" '"""^

on the English standard of consumpt on • 5^ di T r m V"
" ''''"'^

rather less, if based on the German Sard

'

""" """" '^^^ ''^''"

1909. many witnesses referred to the rates of money wages in Enlnd andGermany: every one of them said that the rates ^r week wenT higher inEngland, and the hours of work shorter; and twelve^ave nnmeH.!l , .
of the d.«ere„ce. Three of these put it 'low : an e^al il^XT T bTr;wag .per hour in England twice as high as in Germany. The average"raile e.t,mates seems to coincide with the Board of Trade estimate, quoted a^'o^'that before the World-war the English money rate per hour was on -Ed ^r at ;

i?i'ti ,fw„ r • ^- ^^" "'"-'"' °° '^"^ '"=' "'"' '" '^"^ ^"'^l "'J»><try .'com-xt i„n with Germany was. in the view of the s.eel makers, rendered dilhcutb the low wages prevailing there - Of course uniformlv high wages throu 5ioum ustr.es in a country do not materially affect the r./a^v/values ; h..ports and exports of manufactured products: and therefore they ha^e 1 s
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APPENDIX P

COOPERATTVK AND COLLECTIVE OHOANIZATION
TNDUSTUY: MJ:TH()DS PllOVED AND UNFROVF

1. L Thi' great nfrvices to proiiresx rctulered />// rooi
tion ami coptirtnerHhip ; and their Ihm'tatimiitK

Experience has partly moderated and partly confirmed

bright ho{}es that were entertained in this and other coiitil

about half a century ago, to the ett'ect that cooperative prodiu

and copartnership together would gradually develop a si

working class leaders with wide business experience, and
able to judge what business risks can advantageously be cai

by working men, either separately or in "copiirtnership"

experienced business men : and what must remain over

management by business men alone, or by the State. In

last two generations much has been learnt as to what cai

done even under present conditions, and what could be (

under a nearer approach to ideal perfection of human natiir

To begin with, the provinces of cooperative production

of production under some copartnership arrangement have 1

in a measure marked out. "Cooperative" undertakings in

technical sense of the term, that is those which are entire!

the hands of the manual labour classes and other peopl

small means, are seldom able to engage succt'ssfully in indusi

other than those of marketing staple goods for general con.su

tion, espt'cially by the working classes: and in the produc

of some kinds of these goods-.

Copartnership has a wider scope. For it leaves the chief i

of the business concerned to men who have had experienc

.'-(iecling risks, and abiding by the results of their selection :

• This Section is associated with III. xiv.

- Set above, pp. 2!)3— 5.

f'-'y^-i-'.k''-- -
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HOPES AND FEARS Or CCH.PEUAT.OX AND roPARTNERS,,,,.
8.')f)

yet it gives t..e,nployo..s a H„bs,,.„mai direct interest i„ ,ho ,.r , ,prosponty of the b„sMH.s.s
; ,ukI a share i„ its d.n etio,. which

places then. ,n son.e respects nl.nus, „n a level with their
employers,

Bnt the plan has sonu .advantages. A business which has
sp..na! ,netho,ls of pn^luction. ..r spe.-ial knowledge as to favour-
able markets, may fear that working n.en .lirectors will be drawn
on, without ev.l purpose, to con.n.unicate to c.nra.les informa-
tion, aprmrcntly unimportant, bnt yet likely to help any rival
busmoss that it may reach by indirect routes. " An.l if the w^rkin'trnan director ..s reticent, his comrades may suspect him of want
of loyalty to the collective interests of his cla.ss. In vain do
advocates of copartnership urge that the interests of employers
and employed are closely allied ; an,! that an exclusive loyalty
to one side is antisocial: the fact remains that many trad.:.
unionists, mclu.iing nearly all who are of militant temper look
with some suspicion on copartnership'.

Thus it ha8 resulted that those copartnership schemes which
have attained a husting success have generally owed much to
men who have anticipated by a generation or m'ore that attitude
to socio-mdustnal problems, which has become prominent in the
kst few years and h.i.s found a partial expression in the Whitley
Report, fhey seem to have all been endowe.l in exceptional
degree with the ma.ster faculties-sympathy, imagination,
strength and tact-.

V .'•
^" "*'T' ""*''""' """y ^-^ 1"°""' from a manifesto issued on behalf ofN«nonal Gmlds, ae to which -onu-thinK will bo .aid a little later on 'there

-^spirit,..,, t.„s..ed .o™ t:l or J:. ;z::2:7:::.:''ttoneern is no longer to abolish the wnKe-s.vstom for himself, his feHo v
'

andthe nation at large, but to obtain all the proHt he car e-trpot from iV
' n!, .1by Bech.K,fer and Keckitt, THe meo„i,„ If ^,..,::;:v:i .'o™.

'' ^'^""'^'^

Lord Leverhulme. writing with exceptional knowledge from the opposite point

n .rtr o * P''"" "' '^°V^'^"^r.hip by an emplnver is "Renerons"
•ph.lanthropic. • (T,,e Su:„o„r „„y, p. ,n.V) l,, trne'clai,,, to be' "iZ .dby employees and therefore to snoceod, is that it invUes th,.,n to oontribnte t i'sbo.ency ,s„ch elements as lie withir. their power as comrades. The may an

"Id" b""r?"^"
comradeship; but it must be unconsc us '^^ Uobtruded, the verdict to be passed on it is/eh ,1c ,v.

• The Labour Commission nf IsQi j _....u . , .. .

«.flK..ties of copartnership, "one oV its ni^mb^;: 'm7t -^e^y:::; ti^^;:;:':::;;
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AI-I-. r, I. Thori' soctiiM to he hut littk- forco in an objection, Hoinetiim

niised aj^ainHt profit-Mliaring, to tlie eHeot thiit it jfives an ml

vantage to some classes of employees, relatively to others: tn

as a rule that a<ivaiitage has been earned. Nevertheless ther

is something to be said for the proposal that, where practicibli

the profits made in an industry in each year (or half year

should 1h' aNcertained; and some definite })ereentage of tli

whole be paid into a conuiion fund, to be dividt-d among all th

workers in the industry in projiortion to the wages earned Iv

them in that period'.

The fact that cooperation and profit-sharing have done niiui

excellent work is evidence that human nature is ready to

considerable advances towards an organization of inilustry on ;

plan more generous and under a less rigid ciwh-nexus than h

present. But thi' fact that progress on these lines has been les;

mpid and continuous than had been hojxMl by many, suggest'

that further movements in this direction must be cautiou.s m
well as resolute: that each advance must be well establishut

and consolidated befiire making new calls on the chivalroii"

spirit that lies deep down in human nature; and that tlit

greatest error which reforms can make is to move so tiist as t(

induce reacti.^n. These considerations seem to have been in-

sufficiently considereil by advocates of speedy movement tc>wanl,>,

the .setting up of " National Guilds."

an excellent example at tho South Metroiiolitau Gas Conipany'N work^, wliich

reckons two artisans and one clerk amon^ its director.s : see C. K. Fa.v, Copartner-

ship in liidmtTy, 1913, p. 105. In 1917, ti4 English CopartuerHhip I'roductive

Societies made a profit of over twenty per cent, on a capital of jKHOO.OO). and
paid about ii sixth of that as Divi.Iend on wnj," s. In Scotland the United Uaking
Society made a profit of £80,000 on a capital of about £000,000 and paid a

Dividend on wages of over £7000. in connection with these matters, see abow,

pp. 289—295 and 311>, 320.

1 This BUKKestion was made by Professor Cauuan to the Coal Induhtry Cum-
mission in the course of a powerful arRument against nationalization uf t)ie

mines (see The Times, 25 April, 1919). Some of the opportunities, which pn tit-

sharing plans afford for ausrgestious from employees to employers, can now he

obtained through Works Committees. Joint Industrial Councils may not olIt

consider broader questions of orKani/.ation than those that lie within the scope

of a single business: they may also tend to promote elfective cooperation among
businesses in such cases as that of several adjacent mines, which could economize

shafts, internal transport, etc. by agr 'emeut or fusion.
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National (iiiilttii.

It, has ,iIr.M(ly b.-on noud th.it th.- (\VhiM,.v) Works (

«ii'. r, a.

iiitti'.s and Joint Industrial (.'i.iincils omiImmI

oil).

movcmi'it in tht' diroetion of loyalty to otht

siiiiif industry, by tht- side of, and
liivaity to the sanu- craft. The cl

y something of a

rs fn^Mgixl in thi?

occasionally in |)rff.T('ncc to.

aims of industrial (Juilds h
drawn siipix)rt, from this movement

; which be!
the liust few dt.

lave

.n^N espet'la
to the Lust few decades, an<l is in the reverse .lirection fr'.n. that
which set in a century ..arli.T. For, as the eighteenth century
pss.(l into the nineteenth, the .lominant in.lustrial unit ceased
to he a workshop, owned by the leading craftsman in it

• and
alter two more generations had |«vssed the emplovr, even if he
ha.l been a working man himself, was chiefly concerned with the
organization and the finance of a large establishment; though
esi.ecially if engaged in engineering, or .illied work, he wouhl
of course supplement technical studies by some manual
exjM'rienee'.

Towanls the end of the nineteenth century, the numb- of
tasks handled in the same factory b(!came so great tl .e

various craftsmen engaged in them hud scarcely any co,, on
bond

: each craftsman in the factory looked to his own Union for
Kui.Iance and aid in regard to pay and other matters. Loyalty
to craft gave scope to some of his higher emotions: but the
gt-neral interests of the business in which h.' was engaged di,|
not appeal strongly to him. So the suggestion that the Stat.'
.-houid own all capital and directly control ail industry app,.uled
to his idealism, as well as to his desire for greater material
coiiifort: and he was inclined to approve the my>fic n-iusonin.r
with which Marx " cxpietted," and wliich claimed t(. pr.,ve
that though a worker h.is a right to his own earnings, yet
anyiKirt of them which he or any one else uses in facilitating
production, encroaches on the rights of the State. He ofi,.,i

iv-arded the Marxian doctrine, that all profit ileiived ftoin
private capital is "theft," as an overstatement of an imp.,rlant

' Some employers are skilled craitsmen. One, whoBe enk;imerin- works
»ire law and Vario-i-.. told i,ie that he had iMHst-.-red his whole plant • he could
ntHi into the pla« of anv orenitive .•i!,d «h.-.w H-;»^. !...-..- ..-. .!.. \:.. :..v, r~ , i

:l«^F^^
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g ,
I i

All. I, -J. trill h. So far H.winlistic tctiHfiiciiM w.-iif very mmli
NiiiiK' litiis in must Wisti in lands.

Hut thf attitiKlc i)C An;(lo-S«xon \vi)rk<'rH dirtin-il )r

of (icrihaiiH and others, wtio n'joi(T<l in the apiuirt-nt v

aiit<Kriitic (lovfrnnicnt, and cand littlr about fni-dou

own saki'. Fahians niadf sonit'tliinj,' of a forn|ironiisi' w
Marxian dot-trine. Hut in rfi-.-nt yi'iirs their inHuciic.'

flini'd in Hrit.iin nlativ.ly to that of a school, whici

that lhou;,'h i-ollcctivism might increase the material (

of the worknuui, it would not develop his self-reM|M'ei : t

man is not iniwie free hy escaping from the rontro

employer, who m.iy he symiNithetie ; iind coming under
officials, who must obey orders, and have no |M)wer to

their sympathies.

The new movement theref.)ro fiuts into the forefr

ligiiit , of the worker, whether with hand or heiid, as a i

claims thus to evoke his full energies and give them fn

and finally so to increase priKluction that nmtorial we
Would he raised generally, even though the Stfite, whil.

irig private capital, give in return bonds of its own wh
yielii an income ocpiivalent to normal interest on the ca|

ii perifxl of say forty or fifty years. Business men in

tinue their activities in the service of their respective ind

but the whole of the operations of each industry will

trolled by those engaged in it, who in their collective c;

(/.•i II (iiiild. will pay rent to the State for the means
<hictiun.

On this j)laii control is to be guided by the highest a

technical knowledge and busini'ss experience. For, thoi

State takes over all business plant, with some sort of e

satioii to its owners, the (Juild is to avail itself of everv >

faculty that will participate in its task. While all its ni

vote on its main problems, the policy thus directed

carried out by those whom the (Juild may consiiler nn

able: whether they nvv comjM'Usated ex-capitalists, expo

managi'i-s : or maiiuai .vorkers, who have shown high

under the new conditions. Thus the plan is on a d

intellectual level from tho.se which regard the whole pre

iii(iu.-lry as belonging to the operatives; and think but
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NATIONAL (iCII.I) HW
of any work that .« not nmnual. I, leave, ,ra.ie.„n,on.s or ... .. ••

their H,KTeH.w«. ... full control .,, ,he ,m: Tnal ,nanai;e,„ent ..f

'

"

,«,rticular cmttn. hnl the main or^^u,i/at„.n ,.t „„!„strv is to 1...

l.we.l on •• lunction ••

;
,au{ there ,„v manv in.l.istnal Viinctions

Inyond the hcoji.. of nuy one craft, ui„i iheivC,,,,. „f any trade-
union

In order to avoid arousing strong opp„.i,i..„, ,,i„,., ,|„.
movement tow.mlH the goal is still mther w, ak eaiition is
nremniended. -The keynote is to l.e Kncroaching Cnntrol"
hut, when the goal ha« been n ached, economic .s,.v..r,.i.'ntv is
to b.. .shared between the (Snilds( with wlmm will lie the ii.rtiative
in the e<-..non,ic no le.s« than in the purely industrial sj.here)
and the Stiite (which 8t«nd« by .w guaniian of communal interests
that might otherwiHC b*. lont sight of)'." As a means to this ...hI
the shop c.nmitteeH are to begin by making impossible the'
[KKsition of any forcnmn, whom they .lo not approve, -such passiv.-
approval to be transformed at the earliest possible moment
int.. active elecf^ »y the workers themselves, so that the
.shop stew d becon the officer not of the Tnion only but of
the indiLstry." "Collective Co-tracts" arrang.,! bv the rni.,n
which Itself di.stributes the mon.-y received, nr,- to b.." increasingly
substituted for individual contracts. "As the functions of t'le
employer pwM fn.ni him one by one, his fiindatnental character
118 a proKteer will bemne more obvious...ami this will fatally
impair what is even more es.sential to his jK.wer— his prestige V'

The scheme is thus elaborated by Mr C. H. I). ( "oje ; There
IS to be set up in each works, subcommittees elected by all the
workers in the several shops; and a Works Committee' el, ct,.,!
directly or indirectly, by all the shops. A District Committe.- is
to consist of members elected by the .several Works Committees.
teg..ther with craft representatives eleete.l l,v the l..eal crar't-s.

These ,ire to lead up to a National Ciuild" K,Necuti\e ami a
National Delegate meeting of representatives of each vnft in
•ach district. Foremen and Managers .are to be ..lected bv th..se
Mianual and clerical workers respectiv.-ly who would servj under

^

Kecliliofer nn<\ neckitt, T/.e mcaniwi of S„tion.,! Uun-h, l!i]s, ,,;,. •.>s4, .".

' IIk vV- '^>^e. 7. A writei is nuotcd with aijirnval l.v thcra iy. :i.t.-| «li„"^avs--l

,

j"1".^i r^riu-uuc;. -.v::; !„.,.t u. hi: ilihcovfi.-ii . pfrh;iii» bv
rendering tlie Judiciary elective...by l.uil.' and Civic Co-.^Tessex.'
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METHODS OF COLLECTIVE INDUSTRIAL OROANIZAT

them, for each works and for the whole Guild. Similar
j

is to be made for experts, for each works, for each dist

for the whole country'.

The Central national control of all industries is to b

hands of ((/) a Guild Congress representing producers;
liament representing "the people as consumers"; and (c)

what mysterious body, on which " not merely all the citi?

all the citizens in their various social activities are reprei

which is on occasion to settle controversies between tl

Congress and Parliament'. He insists that "the Col
Utopia w(juld be a world of public trusts: the Guild
will be a world of producers' cartels, worked in the iiil

the whole community. If the Guild is not to fall into mc
it must preserve the distinctness of works from works, of

from locality and of nation from nation. It is the orga

of human diti'erences on the basis of human identity''."

In the present economic system, discipline is enfc

great measure automatically " by an unseen hand." It

rather harsh ; and its .severity calls for frequent mitiga

human ert'urt. But if automatic discipline is removed,

pervading authority must be invoked to check abuse i

matters as well as in large. Unless Guild organization d

some notion, of which it at present seems to have made no t

it may probably drift into chaos, from which relief can b

only in a military despotism^

3. PuHnibilitka of fhefuture.

Let us now imagine some possibilities of the future

may be attained without casting the experiences of the

the winds: and without supposing that methods of organ

' S,'l/-,jorn-ri)iii'iit in iinlu^tnj, I'JIS, pp. i.lJ-^-JGS.
^

//). pp. N(i - SS.

' lb. p 154. Maix rniKlU hav« envied this plirase.

* In this matter, as lu some others, Mr Cole {Self-gmvriimeur in

p\K 2;il— 9) -eeuis to follow closely in the paths of St Simon. Fouri.r, a

earl.v socialists of noble character and vivid poetic iiiiagination. The
version of the Golden Afje is to bring out latent powers of goodness ii

nature: the ta-k of regulation is to be as simple as it would be if all n

as unsdli.^h and earneat as the writer himself: tlie vast dilliculties i.f

business organization are so completely left out of acooiint as to imjily t

iiave never been seriou-ly studied.
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POSSIBILITIKS OF THE KUTUliK 345

Which have never attained histing success on a considerable .rr r 3
scale, wdl prove permanently efficient under the wand of a

' '

'

sociiilistic prophet.

Stress must be laid on the extent to which industrial strenjrth
,s being increased by the broadening of the basts, from which
can be drawn men endowed with the high faculties needed
for the more responsible jjosts in industry. Until recently the
supply came almost exclusively from a rather thin tinner
stratum of the population. It alone had a great surplus of
material resource over what was needed to suppU- the ncx-es
sanes of life

;
and sufficient freedom fn.tn ..ppressiv^ manual toil

to be able to devote much mental energy, save in exeer.tiunal
cashes, to the larger problems of thought and work

But it has now a larger sense of social responsibility
: and

at.led by the aj.plication of natural forces to much of the heavy
work that wearied the manual worker, it has contrived litwr
opportt.n.t.es for the masses of the peopl.. to .Ic.velop the hth
factlfes born in them: and the State can now look to L
main body of workers as the source of „„,ch of that hitrher
.Klinimstrative work, which used to belong almost exclusively to
the well-to-do. This change was emphasized by the Whilley
Kepoit, and ,t will be promot..! by Joint Induitrial Councils
though their eflorts may not reach far towards a witlo dis-
semination of the supreme tasks of conceiving new ventt.re.
weighing their promises and their risks, and niakin- a wise-
selection. There is a rapid increase in the number of those who
have the. strength and the elasticity of mind and character
neederl for the larger responsibilities of industry but tin
foittinately the probability that the bes^ men uilfb.. brott.rht
to the front is being diminished by sever.il causes.

Records of ii man's work in o..; grado .,f mdt.s'try throw hut
ittio l.ght upon his fitn...ss for a highor gnule, ,n whidi difierent
faniliios are re.,u.red. Everything, that is within a man, doc.s
"idood come out in closo it.torcours,. with thoso whose .jualities
^"v at least as high as his: but in a large btisin-.s ,h„.s., ^vhose
"w.t .luahttes are high, are seldom brought into mtt.-h direct
^•-"'tact with the main bo.ly of workers. The foren.en an.l
other officials of incdinm <rnid...s ;,.-, n^f -iw • • :-'-

api)reciate fully any higher "pialities that'm-u-"u. h^ \n
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ti-r

H\ 'Ml
h, 1

I

I 1

1

1

f'4'\

mi

AM', p, 3. a young artisan: thoy judge him probably by his output

that, though a good nieiisure of his vahie as an oporati

a very poor inuasure of us higher capabilities. The

employer, who knew all his men, could draw a broad distil

between the value to the business of a particular operative

the value of his work: and would go out of his way to i

anyone who, though not six-cially expert and quick wit

hands, would be likely to develop such faculties of judj,

and resource, that considerable responsibilities might be tl

upon him later on; and thus the man who had latent

qualities would be drawn upwards. But such a man i

not be much liked by a foreman or other minor official

largi' business, whose horizon is more lituited than iiis

and liis value is likely to be reckoned merely \r

outpu '.

This iikeiihiiod, that in a very large business the 1

capabilities of a man will fail of recognition by his imnu

superiors, is to some extent both a cause and a justificati

a tendency to promote according to seniority : especiii

the work to be done is such that the output of any one u

not easily to be distinguished from that of others. As ii

known, this tendency becomes an almost absolute rule in

kinds of employment under Government: for officials,

have made their way by seniority, are naturally inclim

promote by the same rule'-. National Guilds propose at st^i

to annex the services of men who have been trained in

pendent businesses: and that device may serve for a

But when those men have gone, and the Guilds have to

their own ii'aders, they are likely to find unexpected diffic

in the causes just indicated.

To sum up this group of considerations:—Moral

economic advances depend increasingly on the extent to \

' This is a different tliinf^ from sayin'.- that his value would be recko

proportion to his output. For it is obviou.s that the work of a mau iu chi

very expensive plant, who t;cts out of it a quarter a« much a^'ain as at

may he woi lii twiee us nuieh us the otlier one, if neither has any latent en

for higher work than tiuU ou which he i.s enyat?! d. The phrase "equal
|

eijuul output'' hits its uses, but is lialile to bi; grievously misapplied.
-' liefereiice may he made in this conncctiou to the first and fourth Si

ul Book II., Chapter x., see al-o pp. ,jSO

—

4.
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1 fourth Si'ctiuiis

POSSIBlLITlr.S OF TliE FLTUUE S4.7

the m..st strength-giving influences can be brought to bear on ... p 3
charac en and au.ong these a chief place nu.st be assigned to

' '

'

the selection ot men for responsible posts in acconiance with
indications that they are likely to develop ,„ those i^osts
faculties, for which they have had relatively small need in the
past. Only independent heads of business are ,n a position to
make such selection with free hands; and only they have full
incitement to exercise their best energies in the seK^ion.

But yet there is roou. for large hnp..s. Leaving wars out
of account, we may perhaps reasonably hope for a -radud
extension to nearly the whole population of those resonrce.s and
opportunities, which are needed for condort and. for the full anel
harmonious development of the higher h.unan faculties, on the
following conditions

:
(i) that mankind .set themselves mvatlv

to mcrease the supply of mechanical appliances, which" ar.. t:,
rai.se the condition even of the humbler classes of mankind by
acting as slaves for them: (ii) that they make these slaves so
numerotis and powertul; and manage to keep them at work for
so lung hours by alternating shifts of attendants, that even the
Lmhest of human operatives need work only duringshort hours-
thongh with energy while at work: (iii) that they raise the level
of general education till there are scarcely any adults, who can
only do such simple work, as is within the capacity of a properly
guided mechanical slave: (iv) that they develop assidtt-msly th"e
channels by which those who are endowed with high fitculties
of thought and invention, of enterprise and administration may
rise rapidly to posts of responsibility commensurate with theiV
quaht.es: (v) that they keep constantly in view the broad
dist.nct.on between tasks of ,>rderly business management,
^vh.ch consci, rit.ous officials p.^form ade,,uately; and tasks of
constructive enterprise, on the bold and enlighf'ene.l dischame
o which economic ju-ogi-ess niainly depends, though thex- a'v
"ttcn beyon.l the power of the official, ami even uncom.enial to
Ins femp.Tament: (vi) th.it they recognixe („) that tin- n^ost pro-
s'lvssue busme.ss men value the freed.mi to take risks on their
"wn account, aii.l te. earn a reputation for ,ibl,. leadership by
.Mim-ss in 1,-adership which cannot alw.iys easily he proved
-"i--wi.-,e; tu.an by us pecuniary results: but (/.) that an adverse
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V 1

rki

App. p, 3. tide which retards all rowers does not materially diniini:

zest of emulation in a race ; and therefore (c) that entt

may be maintained, even though those who are rich are re^

to make large contributions f(<r national purposes: (vii) tha

remember that all taxes on resources, which might probabl

been used for the increase of the material slaves of mr

prejudicial to the whole people ; and in some respects esp

])reju(licial to the poorer members of it: and that therefi

produce of exceptionally heavy taxes on capital, or on i

derived Irom it, ought not to be used to defray curre»t ex

ture: (viii) that at junctures such as the present, whc

national burden of debt is an enormous heritage of e

coming generations, they insist that the produce of all

which tend considerably to check the accumulation of
j

capital, be devoted to the reduction of that debt: (ix)thii

take account of the tendency of capital to emigi-ate from ;

in which it is unjustly handled; though u unitry,

nourishes and stimulates capable business entvrprise, wi

tinue to attract capita'., in spite of its being subject to

what heavy taxes there: (x) last, but not least, that emploi

well as other capitalists; employees; and in short all ciasi-

groups, eschew all practices which tend to raise the i

values of their services or j)roducts by making them rel

scarce.

The probleTn of social aims takes on new forms in eve

but underlying all there is the one fundamental principle

that progres-s mainly depends on the extent to whu

strongest, and not merely the highest, forces of human

can be utilized for the increase of social good. There ai

doubts as to what social good really is; but they do no

far enough to impair the foundations of this fnnda

principle. For t here has always been a substratum ( if agn

that social good lies maiidy in that healthful exerci

development of faculties which yields happiness withoi

because it sustains self-respect and is sustained by hoj

utilization of waste gases in the blast fur-'.ace can compa

the triumph of making work for the public good pleasui

itself, and of stimulating men of all classes to great endi

by other means than that evidence of power which lu;
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POSSIBILITIKS OF THE FCTl-RK
S+'J

consumption into paths, that strengthen the eons„ , ^e -iU t.1. u J. 1- •

^i'><-ii Lue consumer and .-"allforth the best .piahties of those who provide f, r , .•u • • 1
("o\uie lor consutnTition

« mnst ^A t.> ,|,|,ly the g,-,„vmg k„„wl,.,ls,. ,„„l „„„.ri°r,,„ ™o« of ,he „„, ,1 ,„ r,.d„c,. s.,.., .-„rk .m^ „,,rr,>w ,

;;:. ';;;?,; : '-"'f-'

"

"*' "*"•' "• - '^"'^-^
(leoasing. Ihere cannot bo a trtvat sii.l,l,.n ;.

, ,. .

j^ii<n sudden imiiroveiiient in
matiscon itmns of l.fe; tor he ..rms them as much as ZylZhnn.and he hunself cannot change fast: but he „„,st pr.ssteady, ly towar s the distant goal where the oppor u ^^C.a noble hfo may be accessible to all'

Organiclife on this little planet, which has been inhabitable
.r only a few thousand years, may indeed pc.haps claim,

have made fair progress, morally as well as phyiallv in
nunute fraction of the period during which the stellar universe
-s known to have been nearly m its pre.sent torm. Othe
,anets, which have been suitable t;,r the maintenance e. organic
l.te during mtich longer perio.ls, may ha^e gone a long^way
towards .solving socio-economic problems, of which we are only
abh. to totich timidly the outskirts. I„ particular they my
have probed many of those responsibilities of the indiviial to
he State and of the State to the individual, as to which we have«.mt .so much in the last few generations, that we appear tohave made some considerable way towards tathonnng the depths

01 eur igiioranee. But it .seems th... the longer weV-nder.^he
J^reater must be o,ir dithdence in prediction, and the more pro-
ound the awe with which we regard the D.vme (iovernance of
the L inverse.

tne \^.t chapter of my I'n,icipl,-s of Kronomio:.

M. 1. T.
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850 METHODS OF COLLECTIVE INDL'STUIAL ORGANIZATION

Ai'P. r, 4. 4. Nature and limitations of the cotistructire vorh i

democratic Government in regard to industry.

To return to the hard realities of actual life :— It

alreaily been indicated' that, although the seini-uiilitary orji

zation of Imperial Germany was well adapted for the uu'l

of bureaucratic control, other methods are needed by a nsi

which governs its own Government : but a little more inus

siiid ou this subject.

Each of the numerous Government offices in Westminst

in sonio measure bureaucratic. Its officials have for the grt

part been trained from early manhood onward in its w

and promotion has been governed by seniority, with some 1

reference to the claims of exceptional ability. In broad ma

however the ultimate decision depends on a Minister, vv

knowledge of the technicjue of hi? Department is seldoDi g

He is likely to bring a fresh and alert mind to its probl

but he has many other things to think about : and he has <

his duty well, if he listens carefully to the suggestions o

chief subordinates ; and endeavours to bring the Cabinet,

afterwards Parliament, to adopt such of them, as seem to

well conceived and likeiy to prove beneficial. His compet

to decide on its business problems is therefore likely t

inferior to that of a man of equal natural ability and eii^

who ha.s given his whole time and strength to the thoughts

the actions that relate to the same business problems; and

has tested his judgment by applying it to many various

which appertain to them, and which he has borne on his

shoulders. A Minister must continue to devote much o

energy to the great tasks of political statesmani^hip ; and i

apply those faculties of persuasive «jratory, to which his

position is largely ov,-iiig, in advocating the chief mcasur

general public policy, on the success of which the Mill

depends for the maintenr.nce of its position. That is wn

the highest imjxirtance: but in regard to his responsibi

as head of .i vast business it is a grievous, if not a disa-

hindrance.

' AbcAO, pp. 834, .).
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852 METHODS OK COLLECTIVE INDUSTRIAL OROANIZATION

App. 1', 4. tramways and electric light do—he has so great an advani

of position, that his viecory is almoHt inevitable : and indee

such cases private enterprise may be patriotic enough to re^

its own despoilment with satisfaction. Even in the rail

industry, in which CJovernment control has some exceptii

advantages, it seeuis to have borrowed almost every new

from independent work'.

The industries in which (Jovernment Departments and L

Auth')rities have succeeded are few in number, but impoit

They are maiidy concerned with "things that sell themselv

that is, things which are in large demand, and more or

standardize<l by natural causes. The chief of them are cunne

with facilities for transjwirt, and tht- distribution (by aid of \

leaves) of water, light and jiower : they all meet eleimii

needs; call for little or no adaptation to changing habits

varving tast ,s: and make use of plant, the central ideas of w

have been worked otit by private enterprise and graih:

become common property.

Stale Management possesses advantages, where ii

routine operations are "perf.rmed under the public e\'e, o

the service of individuals, who will immediately detect

expose any failure or laxity"; especially if "there is i)iit I

capital expenditure, so that each year's revenue and exp

shall rejjresent with sutficient accuracy the real conuue

conditions of the department." These condition.'', iudic

long ago by Jevons-', are fullilled in an eminent degree by

postal business: and the first, though not the secon(

fulfilled by all other important businesses in which >

3Ianagement has had much success.

:i!!':^!il

' • Tile telegraph, the ti'lciihoue, the electric lifjlit, the railroad tract

locomotive, the ^ir biake, the block signal syeteiQ were all introduced bj p:

cuiiipaiiies. In most cases it took tioveri'iment experts froni ten to twerit

vears to discover tliem after they had been in use on private lims":

I'ri sident Hadlcy writiDK ill the Ynli' liericu; Fell. lH!Mi, p. 400. Many '.

tipul tramway schemes h.ave failed; but private enterprise, which initiated (

lias broU{.'ht their techiiifjue on so far, that the prejouiinaii' idvaiitai.'e, di

liy local autho-ities from their ownership of the roads, lias , ^ t them now i

saddle: and the victory, thus almost forced upon them, has been exploit

eager politicians as alTordiiig a strong argument in favour of Govcri

hurine;-es in g^nfral.

- See Metliodn of Social Ili'furm, p. 'SJS.



n'-^'^i^W^W^'^^ '- '*'"'^ '"^

ZATION

n advantage

id indeed in

^h to r('ji;anl

the raihvav

exceptional

ry new idea

ts and Local

t impiiftanr.

htMnselves ';

liore (ir less

le funnccti il

• aid of \\ii_\-

elenictitarv

<( habits, or

eas of which

id gradually

rhen- iiiaiiv

ic e\'e, or for

detect and

is l)iit litlif

iind ex|M'iise

commercial

ifj, indicated

'gree hy tlir

f second, is

which State

iroad track. \hc

hii.'ed hy jirnalf

11 to twciity-!ivi

te linrs" : s lii

J. Many Miii:i-

: initiati-d t'ltm,

vantai.'L-, (itriv!

:heiii lunv in tin-

till oxjiloited bv

of Goveriiraeiit

PKKSENT INDUSTUUL FUNCTIONS ,.k (;oVK«N.MENT

It .nay be noted ,n pa.s.sing that n.ining docs not .seem to•"•long to th,s cla.s For. though the miner merelv transnort.s a,.ro,inct run. one place to another, and doe.s not n.ake ,1: ve

iedi;: ;:b;: uj"^""^:'^'""
"' -•'-x-.n.i rout.. re,p;ired.c>s.on.s o be taken on important ,|e,ail.s, that are presentedu.u.uu,M eond,.n,.ions and are not easily to be reduce il

r.dc. Ihere ts thereture „„ cau.se for surprise i„ the fact thateven the strong Oennan bureaucracy (be,;,;.. „,., .,,, Ji ; ;

to get but «mall profits from its ,.„almim
>

»

"''-^ f""nd

generous to its employees'.

seem to \ri'. p, i.

while yet it wa.^ „c)t

Btit he rehit.ons tt.nong the variou.. Departtnents of a.nodern Uovern.uent an- nunten-us
: ami when I n.uch v .u, edpubhe enteri,r.se has turnc^l out badly, the resultin. |,.s ! e.-o .hstrtbuted and burie.l under k n.ass of 1,,; n, ,

"

<'b.scurc, and those, who are responsible, escape their jtwt
c->nsure-. ' '

Thus (Jovernn.ental ad,ni„i.stration is apt to .suffer fro,., lack
o concentr.at.on of authority and lack of ek.sticitv in n.eth.nls
ot procedure. Very few large practical pn.ble,.. lie .hollvw.th.n the c.u..petency of any one Department: and a decision
on some tnH.ng issue n.ay ..ot be reached, till the corre-

See above p. .^74 /.„. At t..,. time of --oing to pr.ss. ..viJenoe l,ofo,o ,1.,.coa Comn.i.«,on i.s making prominent mauv of the evil, tint leupTriun.ht ariHe from looal coal monopolies; ami from c
„

'

, ,
l '

d
" TImiK a.stance coal tranq.ort, bv which «nc-h mnnn, •

• *''' ^'"'

IMlieultu s of this kui.l have obstruct, J the Innnation of a -uod judgmenton many „f the ventures of tl,,. Coalition Govermnnu dnrin - he 1^1 T".nviedy majorit,. which was awarded to it nn,. ,!.. sup ;e ec , itv of

Sinpyards at Chepstow and lljc;: ;:t^^^', ^ ^Z,:::^:;''''''
"-

tlie Otliee of Work. And .lurin, tl^elar, wh;: .^ aj ^ ^^.f,: '^'j^^^
'"

-0 .,r th.e thousand millions a vear; wasteful duplication "/I:" ;^:':!:r

b;amcth;s;^:;:e;:^s::er^'c;:r:nr'''"
'"'^ ^""-"^ ^^-'^ °^^''"^''-«--
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All', i; i. 8jM)rul«'rKV about it among various officfs in Whitehall h

cost the nation many times as much lus the wholo valu- of t

matter in hand. If that matter is of private, as well as puh

concern, the ilelay and waste of time to individuals len<i supjx

to the belief that it is l)etter to sutfer some hurt from otfic

control or eharj,'es, than to strive for a remedy. Of course, sii

troubles are great in a di'mocratic country, where permissi

to alter established practice may require the .sfinction of

Minister, who has no technical knowledge of the matter; a

who may be about to move to another Ministry, or to go out

office. These and similar difficulties led to the appointment

l!M7of the Machinery of (Jovernment Committee; whost- Hep

is nnich to our present purpose. It lays stress on the fact tl

the centre of each Dejiartment's work ought to be an organi;

study of some one of the broad functions of Government; m

not of the activities of (Jovernment in reganl to the intere

of [wrticular classes of persons'.

This fundamental unity in regard to the matters entrus

to a Department being secured, it may reasonably be re(iuire(

have recourse to" the advice and assistance of advisory bodies

constituted as to make avadable the knowledge and e.xperie:

of all sections of the community afiected by its activities":
'

" there shoul(i be no omission in the ca.se of any particular ser\

of those safeguards which ministerial responsibility to Farliam

alone provides." This last suggestion is enforced by the weig

observation that "a more efficient public service may e.Kjjosc

State to the evils of bureaucracy, unless the reality of Parliam

tary control is so enforced as to keep pace with any iinproveni

in departmental methods '."

If the applied science of administration is mastered by

[)artuients; and members o*' Parliament generally lack the Icis

the inclination, or the ability to form independent judgmc

as to recommendations made by Departments in regard

broad problems of public policy ; then Parliament will

effect often do little more than register the decisions i

Bureaucracv: and democratic rule will be stultified by

absence of an adecjuate response to the question: Quia

' [Cd. ;)-':-;0j, iiiiH, ; 18.

2 lb. pp. 11 ana IG.
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PRESKNT INni'STKIAI, FINCTIONS OK GOVERNMENT 856

todiet i,mjH custodes! (ioveni.nent I)e,«xrti.ie„tH are chief ens- .rr „ 4
t.Hl,nn.s of the intereHts t,f the nation: Fariiarnent cannot do

' '

'

that^work; but its duty is to control that work: i.e. to make
It .'ftic.ent, to prevent its being obstructed by internal friction
and to resist unnecessary expen.liture of public money To tl.i

this Parliament ne.:!s to take its own anluous fu.'.ctions as
serit)U8ly as BureaiiH need to take theirs.

We pass to scientific studies in the narrow sense of the term
I he National Physit:al Ld.oratorv ami the Committee of the
Privy Council on ScientiHc an.I In.lustrial Research are recog-
nized as doing work of the highest value. But there is .ianger
that, when relying ,.„ private advice, a Department or the
Cabinet may be iuHuenced by bia.sed opinion in decitling what
intlustries shoul.l be aided on account of their exceptional im-
IK.rtance as "key" or "pivotal" industries. And yet the State
has clearly .some duties in the matter; especially when sup-
jM)rting indepenilcnt t)rganized effort >.

In so far as State a.ssistanee is given to such developments
by direct money grants. Parliament is likely to be vigilant. For
this, among other reastxis, such grants are to be preferretl from
the national point of view to the taxation of imports that com-
pete with the products of essential industries : though in a few
cases a combination of the two plans may be necessary. The ex-

' See al.ove pp. 170, ISO. Anion^- the indiiBtrie. n.nv prominent in this
counect.on are those connecfd »itl. tungsten, magnetos, optical and cliemical
KluHs. hosiery needles, tliorium nitrate, certain gauRes, and many drug.. But it
IS recognize,! that technical, military and even political developments mav cause
rapid changes in sueh a list

: and therefore it is proposed that a Speciaflndus-
tries board, consisting of commercial and industrial experts, in association with
a Department of State, shall be set up to work in close relation with the Depart-
ment of Scientitic and Industrial Uesearch, and with others interested in the
deN^lopment of industry. It should recommend on occasion that tinanc.al
nssistanee should be given to vigorous liims, which are pioneering the way in
^.ich industries, by studies, experiments, and production, that mav be amplv
remunerative to the country as a whole, thou-h not to the pioneers. The
lunctions of the State in this matter have been made urgent by a sudden
.mrease in the dependence of military operations by land, by .sea, and lastly in
tbe air, on scientific and technical developments; some of which were no"t in
sitJht even a few years ago. In case of urgent need only, "the Government
should itself undertake the manufacture of such articles as may be essential for
national safety." Revort on Ci,mmprri„i ,.„.i i„.j,j.,,;..i „,.<.... ..(._ .y,

Cd. 9035], I'.iis, pp. :ji, 32.
'' ^ "' " '"^ "'"



,•: '^':^i -»M^Y*»

H.')ti MKTHODH OK roIJ.KCTlVE INDl'STKIAL OIMIAMZATIOV

hn: T, 4. elusion lit' |MirticiiIikr iiii|xirtfl oi°t<-ii tfixU to divurt <>iii|)l(iyiiii

t'rdiii th<> ciirr^ttiL- itiduHtricH, thiit iiiikkc tor i>x|Kirt, to th

which im- t'iivoiirt'(l liy fhc i-xcliiMion : it dm^B not t-ffcct any

incri'iiof of (.'iii|iloyiiii'iit, ami itn iiidiri'ct coxts to thf iiiitioii

t'nM|tii'titly uiulm'MtiiiiiittMl, licciiiist' they iiri" not coiiMjiiciii

Oil tht' othiT hiiriii, thi' wholi; coHtM to thi; imtioii ot" dir

sidwidifM iin- dftiiiiti' and (onM]iietioiiH : thos*> who arc f'avoij

by thfin an- broiij^ht iiiiiiicdiattly iiiidrr thi- oyo of thf |ho|

and ihfir accinint.s aii' lialilf to public audit. Thi- danger t

a NiibNidizi'd biisini'NM may abuse niotioTNiliHtic power iH so obvii

as to be unlikely to e.sca|M' the noti .f th»' otticial investi

tiiJiis, to which it must be in any case submitted'.

It is jR'rhapH true that the jKiwer of (Jovernment to coiil

the administration of a, preat DejKUtuuiital business is on the

crease: that th<_' power of the nation to govern its (Jovernin

is on th(^ inerexse; and that the mimber of giant undertaki:

which have the apparent (though perhaps not the real) mattii

of standardized routine mi'thml, needed to make them in sn

measure suitable for (lovernmental ownei-ship, is on the iiicre;

But it seems to remain almost as true now, as in former tin

that the heavy hand of (Sovernment tends to slacken progr

in whatever matter it touches; and finally that " business

tlueiices are apt to corrupt politics; and political inrtiieii'.rs

apt to corrupt business."

Increasingly during the last hundn u years national well-be

has depended on the progivss and di.ssemi nation of sound v<

cation. It is clear that a great part of the funds for this purp

must I supplied by the State, though public officials are

generally well fitted to control the methods of higher educati

and ill regard to them the State may be well advised to tr

as far as po^•sible to the guidance of the Koyal Society and ot

' Sie tht" Meiiiorainiuiii of the boar I if Tradt on Slate insist, uir,' tn th''

indmtry [CM. 91iU], 191S. Grants in aiil miiy be niiuU' up to 40 iicr ct-nt. of c

of (1) K<'ner«l plant and biiildiujjs, ('2) Inlioratorv biiildini,M and cinipnunt,

(3) laboratory niainttnanw for ce-tiiin piriods. In return restrictiuns are t

imposed aa to prii'.-.-i that may be chart<ed, and a? to the prolits tliut inn

divided. 1\\\i% tlio ^rfat power which lias been obtained by tlic combined ti

of British Dyes and Messrs Levinstein seems (in t!ie nreseut state of the

dustry) almost an essential for rapid proi;!ress: and it is to he stronwly

trolled in the Kcneral interest.
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when the chief difviisxioii of a fuhjeet is concentrated in a single j)l(ire, I

place is mentioned first ]

Abbe, and the Ziiss works 353-4, 360 n.

Accountinp, in early times 310; ideal

system of 3(j5— H ; in a small business

366 n. (See Cost accounts)
Acworth, on nationalization of rail-

ways i'.n ; 81H n.

Adam Smith, Appendix D, liis criticism

of mercantilism 44—5, 703 ; change
in point of view since lie wrote 45—6 ;

on automatic cooperation 600; his

influence on progress of economics
657— 8; on relation of towns to coun-

try 670; on ytatc intervention 703,

727—32; en J. S. Companiet 711—
13; on navigition laws 714; on
colonies 716 n., 718 ; his large impe-
rialism 718— 19; his relation to the

Physiocrats 725, 727, 72!) ; SchmoUer
oil 72(1 ; his strong national spirit 730
— 1 ; his exceptions to " natuial law
of lilierty ' 731 ; on bounties 730—1

;

niisnnderstandint;s of his position
731—2n.; on exportation of corn

733 ; in relation to liis successors

742— 4, 740; his protest a(,'ainst

selfish practices 765
Addis, Sir C, on British banking

619 n.

Advertisement, constructive and com-
bative uses of 304—7 ; in the clothing
trade 304 n. ; of typewriters 305

—

6 n. ; in U.S. 307 n. ; and newspapers
307 n.; and psychology 307 u.

Aeroplane industry, standardization
in 227—8

Agent-in-charge 613— 16

Agriculture, its financial structure 31

—

2; English system of 63— 4; I'rutec-

tiunto,82— .'!, 73.'! - H ; its empirical
character till recently 1119—200; in-

cidence of taxes on 808—11 (See
Land, Diminishing Return)

Air pr ssiire, subtle applications of

212 n.

" Alfred " (Samuel Kidd) on economists
and Factory legislation 74',(

Aluminium, and eU";trical develop-
pieiits 7^7

American I, vii. III, vii, viii, Appen-

dices (i, N; leadership in standa

zation 11, 14i(—1, 146 -Z->, 2.12

304 n. ; spirit of youth 141 ; early

dustrial conditions 143 -ti, 757-
762—3; homogeneity of deiu

146—50; railwava compared v

Britishlol—3,440-7,452, local

industries 151—2, 287—8 n.; sc

titic management 224, 370, 374,

1

387—8, 390 n. ; lavish use of a'

tinement295, 304 n., 307 n. ; mas
retailing 296, 299 n., 302—4; 1

retail pricea 303—4 ; J. S. Conipa
318, 327; employees ;i27; coiii|i

promooci.i 332; business men
3.58—9, 361 ; i-ailway scienca 4-1

6; protective tarifs 744—6, rail

discrimination 820—2 ; mctlio.

way statistics 822—5; statistic

inilustrial establishments 830—3
United States)

Anti-trust Act 513,517-18; and in

locking directorates 512 n.

Appendices, function of 11—12

Architecture, and masons' itrike i

Aristotle, his doctrine as to trade !

Armour, J. Ogdeu, his defence of

beef monopoly 417 n., 489 n.

Art. in English industry 63, an

J',, nch 110—12, 113, 116, lis,

its relation to custom 197-8;
retail prices 282 ; in Tyro! 792 ii.

Florence 805 n.

Ashley, P. 6:S5n., 753 n.

Ashley, SirW. 670 n., 691 n., 708 n.

England's early woollen trade 7ii

7.53 n.

Association, in laboratory work 1

1, 180; for triule imforniation

(See Constructive cooperation)

Atkinson, H. 385 n.

Auerbach 354 n.

-Australian, foreign trade 24 n.:

dustrial character 160— 1; conti

monopolies 523 n.

.\utoiiiaticor„'anization, in British

trade49—51,579, 700; in tlieci

ndiistry59:i~--6(l3: in Holland fi

's, L., on London trades 800 u
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ide 24 n.: m
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in British woo!

): in tliecotteu

1 Holland ()7H

ades 800 n.

•;'; HI 8 -i:t; G.'iu. 'n
•'iM H, r,^.^, 5(i(; 8;
'; 'ii'aiuiiiin of .-.ut

Babbage, on utilization of by-products
239 n.; anticipated ideas" of scien-
tific maniiKeineut 221- ,"i, 37t;, 378;
on methods of in<iuiry 37(1 n.; his
"Differential Macliiue" 377 n. ; his
work and Lnidner's compared 449 n.

Bacon, on dominion of the sea 715
Bagehot 92 n.; on p. ' -.t,. banks 31G;
on definition 6^' r,

Bankingsystei.

337—40, 34t
and AmericD
Dutch 679—
in 340, GIN—

Barker, .J. Ellis 130 n.
"BasinK-points" 821
Beohhofer and Keokitt, on National

Gnilds 8d9 n., 843 n.
Bedstead Makers' Federation GoG ii.

Beef, monopoly 417 u.; joint products
790

^

Benu, on Science and Industry 609 n
G3:i 11.

''

Biolot,'y, and s'lacture of business
163—

1

Black Death 689—90
Blanket rates 821
Blondell 109 n.; on French character

11.5

Bonar, Dr 3;'Gu.

Booksellers, (.rolits of 302 n.
Boot and sh.ie industries, standardi-

zation in 232-4; tying contracts
in 232—3 n., 536, G2ii n. : in Tvrol
698 n.

''

Bootli, Charles, his estimate of London
poverty 78 ; on London trades 800 n.

Bounties, and German protective duties
on coal 564 ; Adam Smith on 730—1

;

on exportation of grain 733—4
Bowring 752 n., 753 n.
Bradford Dyers' Association 605
Branch-shop Companies 298; com-

pared with shipping companies 434
"Branded" goods, their inHueiice on
methods of marketing 30O—

2

Brassey, Thomas, on diet of navvies in
Knglaud and France 115 n.

Bray, on changes of fashion 793 n.
Breutaiio, on Cartels 548 n. , 572, 586 n.
Untatiuia Languetu, 1680, contrast
between English and French work
113 n.. G95n., 706 n., 715 n.

British III, IV— VI, XI— xii; and Ger-
man elliciency compared 95 n., 101 n.,
103, 'om—7 : education reforms 95-
102, 129. 132, 357; fruits of inven-
tion reaped by others 101 n. ; banks
103, 33d— 10, 317—9, 618—19;
Confederation of .Nations 103; "Trade
Pnrnf>»...f ;..*. " -Jlo (i .-.\-,- . -i--r-*-' '• ^•^— .', c-jjli,,, rail
way science 449; characteristics in

railway traffic 452-4, 4G4, 490—2
Canals 451, 497-506; Trusts 510,'

595 8; Trust legislation .542 -

3 n.
; individuality 580, 582—3, 588

— 9; coal vend .509, 58.5—6; steel in-
dustry, 587, 621-2; Pottery Manu-
facturers' Association G04; Dye-stuffs
Corporation 608 ; Manufacturiug
Corporation 615—16 n. ; depend, nee
on mechanical appliances 650 (See
English)

Brown, H. 679 n.
Brown, Prof. H. G. 820 n.
Browne, Sir Benjamin, on standardi-

zation and the skilled artisan 209
Bucher .55, 378 n. ; analysis of " do-

mestic industry" 702 n.
Bureau of Corjiorations (matured as

the Federal Commission) 517, 576;
iu relation to the U.S. Steel Cor-
poration 530, the Lumber industry
531, and the exploitation of water
power .532; its report on IVticleum
and otlier industries -533 n., 535 n.
536 n.

'

Bureaucratic control, its danger in a
democratic country 602 n., 835. 850
-^1, 853—5

Business, elementary fonns of 165 n.

;

changes in lr,7—70, 179, 215-16;
ambiguity of terms "large business"
173—4, and " liead"of 311

; qualities
required for 173, 354—G, 358, 588—
4, 646 ; growing importance of exact
balance sheets in 310; esprit de rorp*
in 326—7; philanthropy in 353—4;
Uiiiversity training for 357, 361

;'

Scientific Management applied to
381—'J4; and risk taking 645—6

Business Finance, enlaigement of its
basis 346—9, Gls- 19

Business men, and the studv of Eco-
nomics 11, W,A, 805—7; change in
their competitive cliaracter 179, and
iu their relations to empioyeis350 —

1

Business unit, expansion of 214—21
340, .509, 830—3; sume technical
influences on its size 235-42 ; how
affected by standardization and
specialization 244—7, 508—9

Butter, standardization of 79G
Buyer, in relation to seller 271—4

402, 419-20, 6-20-1
By-products, and the expansion of the

business unit 238-12
Byron, on monopolistic power of " Con-

ferences " 438 n.

Cab fares, effect of a rise in 300 n.
Cable Makers' Association 607
Caiico Prinu-in' As>ueiaUon 606
Calwer, on Berlin High-tinance 343 n.
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Campbell, C. \V. 006 n.

Canada, rclitiou of her leaJerahip to

that iif U.S. 100; and control of

monopolies 'y2'i— 'A n., o4'2

—

S n.

Canals III, vi; early hiatoiy of 40, 815;
<ienunii .systems of 1"J.>, 49'J, .'lOO;

pie.si'iit\veakne!i.'<ofljiiti3h4!tH—500;
combined with motor iratlic 50 1—2

;

.tilled by electricity 501—3 ; in rela-

tion to railways 500— 1, 504—0; and
the State .505—0; in France 499;
and nature of aKriciiltnral land 504 n.,

and decentralization of populations
502, 505

Caiman, Prof., on nationalization

840 n.

Capital, orij^in and early forms of 30,

47, 51, 07. fi75, 093— 7 ; chieliy saved
by middle iiud upper classes 049

Capitalization and stock watering
331—7, 820—8; of U.S. Steel Cor-
poration 530

Carey, on Protection 745, 700 n. , 707 n.,

708 n.

C.irne^ie, on tlie rise of the oliice boy
in biisine.ss 150 n., 359 ; on attractive

power of raw material 109 n.; and
standardization in briilfje building

222 ; on ^niver^ity training for

business 301; and the U.S. Steel

Corporation 304 u., 529, 005
Cartels III, ix— x; a form of "Heau-

l.itive As.sociation"' 210; monopo-
li-tic eleuipiit in 280, .399—402,
4jO— 1, 559 II.; tbeir relation to

'j)ools" 1S8
;
growth of in (ii-rmany

341—3, 508—9; and Trusts com-
piled 510—11; and retail trade
."<17—8; and standardization 548 —
50; statistics of 549 n.; alheg of

strong ratlier than weak 558— 9
;

allied by banking system 341—3n.,
55s, 500- -8; and Protection 503—5,
835—7; their claim to staljiii/.e in-

dustry 029—35; their relation to

biboui and to the State 570—6
Carter 577 n.; on use of lying cbiuso

by Bradford Dyers' .\ssoeiation 5s0n.
Carver, Prof., on English and (ierman

working man in U.S. 3-i7 n.

Ceni.'iit, adapted for local linns 230,
5'S6; Trust in relation to the Steel

Union 503 ii. ; cartel 571 u.

"Chain-stines" 298
Clialmors 38 n.

Cliapnian, S..I. , on .small manufacturers
'SM n.; on working cla.-,.-^ factories

320ii.. 601 11., 045 u.; and Knoop
785 n.

Cliaracter, elTect of migration on 34

;

and cooperation 289, 295; and
ijULiuoii ciaiiaLe riS4 J

Checks, in relation to size of bu
321—5, 360—7

Chemistry, its industrial signif

(See Science in industry, and (

industries)

Cherington 295 n.; on " regulai

tailers298n.;on "chi in-compa
299 n., 300 n., 307 n.

Child, Sir Josiah 715 n., 716 n.

Children, employment of uijd(

raestic and early factory systei

75—7; education of 803—4
Chisholm, on trade in 1590, 607
ChoriliiW lAtlen 283 n.

Clapham, l)r, on mechanical i

tions t!2.i., 232 n.; on Navi;

Acts 71 n. ; on Norfolk wool mi
091 n.

Clark, Prof. J. B., on trusts 521
Clay, and tiie "compromise I

702 ; on Protection 70-!

Clayton Anti-truat Act 517—8, 7i

Cleveland-Steveu 810 n.

Clifte, Leslie 739 n.

Coach services in relation to mor
and competition 420—

9

Coal, marketing of 267, 451 u., 5'

773, 798 ; and canal transpon
"combination under proper
vision " of anthracite 531—
CarK'l 552—0, 54-< n. ; and P.ii

future 628 n.

Coal-tar industries, Germany's ad
in 95, 240

"Coal-Vend," anticipated lea liuf

of Coke and Coal syndicates
585—6

Coats, trade mark on cotton 40

growth of its monopoly .595 — ;

Cohn, on Coal-Vend 585 n.

Colbert and French industry IIH

ticipated standardization 721-
Cole, G. H. D., and the "work

040 n.; on National liuiMs 84
"Collective" piece work 642, 84

Colonies, changed problems of in

tieth century 104—5, 719, 653

;

Smith on 142; age rapidly who
lated 143 ; and the Mercantiles
715-20

Colour industries, German 232. 2

Colson 109 n., 400 n., 449 n., 82(]

Combinations in relation to ji

monojioiy 196; in retail tradt

300 n.; ''Defensive' 401; of I

and sellers 402; in the shi

trade 433—9; and i iiistructi'

operation 519; Schmoller on.'

meanings of the term 054 (Sci

tels, Mouojioly, Trust-)

Commissions of iiupiiry, regulati

lluences of 440—4, 034

>! .«. Pf '^
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Common Law, in relation to Trusts
511—12

"Ciiinmon" or "allied" costs, dis-
t; uished from "joint" and "Kenc-
n; l!)2-4

"CoininuniticB of interests" 340 3
343—0, 540—2, 570

Competition III, iii— vi ; not neces-
sarily SKKressive 179—80. 3!)0; its

interpermeatiou with monopoly 390
397, 423—9,448,512; Stephenson '.s

dictum an to 409, 485; and road
trartic 420—9; and ocean traOic
435—8; diKtriicth'f forms of com-
bated by Federal Trade Act 518, 520,
521, 522; "unfair" methods of 537;
meaniut-s of the term 653—

4

Coiider, on canals in relation to rail-

ways 499 n.

" Conditional " or " incomplete " mono-
poly 397, 3!»8 ; and railway problenjs
4.'j0n.; in multiple ownership (Ap-
pendix L)

"Conferences" 4,35—40; Soutli Afri-
can 4.i8n., 4.39, 441—2 n., 444 n.

Conrad, on wheat prices 201, 741 n.

;

on jmrchase of colfie 798 n.

Coii.-tant lieturu, and elasticity of
sujiply 188 n.; in relation to nmno-
poly price 404

OiiiKtriictiCi' coiper<iUo;i III, xi xii

;

and industrial re.searcli '.'9--102'

179-80, 604-9; coutra-ted with
(teslni<:tive conijietitiim 179, 518—
20; aud cartels 179, 502; and the
work of the company promoter 329
31 : of railways 487—92, and canals
.505; auiomatie forms of 598-003;
in engiueerinf,' and electrical trades
591—2, 015; in pottery and other
industries 003—10; in export trade
012-10; in marketing Oil- l(i

633, 797 D.

Considar service, improvement in
102

Consumer 215; effects of machinery
on 248 n. ; and price regulation
022; defenceless against netwcirk
of cartels 023—)); Adam Smith
on 731—2 u.; changes in habits
(.f 788

Continuation schools, in England 98,
3."il ; in Germany 131 n.

Cooke Taylor, W.," on child labour in
domestic industry 73 u.; on Miss
Martineau 749

"Cooperation" on the Rochdale |>lan
289—95

; and matketing 299 n. , 301

,

797 n., 799, 83S ; and mills owned by
working men 319—20 ; in dairy pro-
duce 790 (See Conatruetive co.
operation)

Copartnership 292 n., 295, 838—9
Copper, foreign supplies' of 283 n •

Amalgamated Company 539—40 n •

and electricity "87
Corn-laws, 82-3, 733—8
"Corner" in wheat 200n.; Leiter's
203 n.; in cotton 784 n.

"Corporation" 513 (See .Joint Stock
Companies)

"Cost-accounts "365-7; under scien-
tific management 367—9

; how aided
Oy associations of industry 600, 010;
of railway property 824 (See Ac-
counting)

Cost of production r.v,/ and vumei/
183; relates to whole processes 181
190- ,, 209; for a mnrkit 183—4'
and profit- of middle man 184- - 5 n

';

of joint l^roducts ]81, 191—2; its
relariun to yalue 1S4, 194 —o' to
monopoly p,...e 401-5, and' to
price i)olicies of far-seeing trnsts
523—

Costs,,f marketing 184; attach to wliole
proce,.es 209—71; and "eo^ts of
production" 274; f..rditTerentclas-es
of good-- 274—.S2, 7sS-_9.-)

Cotton iiidu;4iy, and inveiitii.ns 67 n. ;

an! stamiardi/atiiui 56—7;
•slave labour 145 n.; vertical
liorizontal expansion in -JHO;
lorali.'ation L'sO. r,\ir,^ ct.l -.(';

.Joint Stock Companies 320 n.-
standard wages 3.s2-3; speci'aliza-
tion 111 001-3; and a.ssaeiiition for
seietititic -eseareh 000, P08; early
histoiy of in t.S. 702 -3ii. • mar-
kets 783 -5

Countries, new an.! ol,l contrasted
141— 2. i;80n.

Craft gilds, early fori:,, d hy weavers
and Ijakers Os8

; their itgulations
091 n.

Craik 44 n., 090 u., 715ii.
Crump 204 n.

Cuiinini.ha:ii, Aiehdi-aeon
ism in exotic trades
"lioihestie 'imiustiy 700 n., 702 n. ;

•JsiO n., 091 u.. 7(18 n.

Cuirie, Sir noiiHl 1 441— 2 n.
Curtiss, 706 ii.

Custom, its intlu.'iie.. in (arlv civilisa-
tions I97--9, 0;iOn.; and in M.'ii-
eillture l:t9-2(M); its aid to indu--
trial technicnie 19.-<, 201, 781; had
no sway on jiriee.s of harvest products
781 -2 n.; more plastic than it
seems 781

Cutlery trade, obstacles to machinery
in 213 n.; and "industrial atmo-
?r!i-rr" 2-7

1

Cycle industry, changes in 243

and
and
and
and
and

. on cajiital-

701 n. ; on
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Dairv produce, and cooperation 292 n.,

796-7
Darwin's "law of the sarvival of the

fittest " often niisunder«tood 175
—6

Davenant 70w -On.
d'Avenol, on ransoms as a source of

wealth 171 n. ; on wheat prices in

France 779—HO n.

DawHon, W. H. 124 n., 562 n., 575 n.

"Defensive" combinations 401
"Deferred rebates" 439—42; their

resemblance to " tyin« clauses" 234,
536, 626—7; and American railroads

550 n.

Definition in Econnmics 214, 664
Defoe, on character of the English

40 n. ; on child labour ''^ n. ; on Eng-
lish workman 11 if n., 706 n.

Demand, ehintieitii <ir re^i'ini.iireiti'ss of

181, 1H6, 403, io'). Tin, 810; its ad-
justment to supiily 185--H

Democracy, in relation to Scientific

Miinaj,'cment 8s9—94; and dangers
of bureaucratic control 602 n., 835,
850—1, 853—5

IHmoliiis 114 n.

Denmark, cooperation and standardi-
zation of dairy produce 796

Dent, on State railways 496
Denton, Enyluud in the Fifteenth Cen-

turij 686 n. ; on inland ports 687 n.;

on Black Death 690 n.; on wages
693 n.

Department Stores 296-9
"Deposits" of a bank, their relation

to national wealth 339 n.

Depression of trade, intiiience of price
regulations on 629—35

Dewey, Prof. 7t)l u., 762 n.

Diercke 109 n.

Diminishing Keturn, in agriculture and
mining 18S— 'j ; distin»;uished from
inappropriate distribution of re-

sources 189—90 n.; in building
190 n.; and taxntion 405n.; in re-

lation to colonies 715, and to Pro-
tection 744-1',

Discrimination, in retail trade 282,

416, 439-40, 521, 794—5 ; in rail-

way traffic 416, 439—40, 460—2,
472. 482 ; m the beef industry 416 —
17 n. ; constructive and destructive
417-18; regional 820—

1

Disraeli, on effect of war loans 78 u.

—

9n.
Division of labour. Abbe on 353 ; rise

of 666 (See Specialization)
Dodd, George, The fond of I.tiiuhm

"88 n.

"Domestic" industry 49, 699—702;
in Germany l"Ji w.

Dress, influence of Paris and L
on 11'!: and fashion 792- -4

Dr' n.

Dr orth, on Money 707
Di on fortunes amassed by
m u 171 11.

Dumpina, liv Britain 157, 630—
6 ; by railways 479 ; or " loci

cutting'" 521—2; by Germai—4, 629—30; American legii

on 6:i0

Dvclie, J. A., •' the Jewish Iinmii,

217 n.

Dyeing and finishing, generally v

by powerful firms 231, .V.I-"

—8
Dyer and Martin 205 n.

Dyestuff industries, and intercom
cation of processes 241: seer
508 ; in Germany 570 ; Cor|)i>

608 ; state assistance to 856 n

Eckert 753 n.

Economics, method of, Appeml
and business men, 663—4, 8(

in first half of 19th centur
—6

Economies, external and internn

due to advance in techniiiue 201

in the steel industry 219 -28

of uniform and continuous p
235— 42 ; in the clothing trade :

due to agreements of railwavs
92

Economists, not opposed to Fi

Acts 77, 747—50 ; their over
ments of arguments for Free
84—5, 742—6; andeconoinicm
657—8 ; political use of term

Edgeworth, Prof., on theory of i

poly 399 n. ; on mathematical
of railway science 449 -50 n.

Education, Appendix K ; in See

53, 96—7 ; reform of in Brita

—9, 636—8, 856—7; British

German compared 97 n., 12'.i

357 ; technical and workshop 35
and spelling reform 352; fund
356, 803— 5; of business faciilt

—7, 5s3—4, 805—6
Efficiency, conditions of :)50—

4

scientific management 368—9,3
377—8, 384—8

F.ggs, grading of 796 n.

Ehrenberg 171 n., 676, 706 n.

Elasticity, or re.-ipon.iirriiesg of ile

181, 186, 405, 778 ; in relaiii

monopoly 403, 404, 810
J'.lasticily of suppl;/, with re(,ii

short periods 188 n.

Electricity, Appendix H, 2; or

/.ation 01 its industry in Gert
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>f, Appendix A
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ConoinicmetliGii

iP of term 74!)

theory of mono-
theiiiaticiil siJe

jy—aOn.
K ; in Sootliimi

if in Kritaiii '.'.')

7 ; Briti.sli anj
97 n,, l-.".i -.)•.',

nrkshopli.")! 4:

W2; function of

ness faculty lioiJ

of :)-J0—4: and
it.Wt—'J,:i74n,.

700 n.
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H, 2 ; orf-'aiii-
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INDEX 863

509—70, 801 ; and small producers
701 n., 773^4

Electric Suj plyCompany and exclusive
dealing; SHU—

7

Ellison, 58 n.

Emerson, his method and Tavlor's com-
pared 36H, 873 n. , 3H.-, u. , 391 u

Emery, Prof. 260 n., 759 n.

EmiBrants, cost of transport of 430 n.
Employee, Krowth of enprit <l,- a.rjin of

32(i
;
and relations to employer 3''7

35U— 4, 3«1—3 (See Labour)
En(,'ineerinK trades, advance in teeh-

niipie of 206—10, 218—21; durinR
the world-war 223—H ; in relation
to standardization 221—2

EnRlish I, m—V ; characteristics 35
55—6, 61—2, 101 n.,247n., 453, 464,
6H5, 794 ; agriculture 51—2, U3— 4 ;

education reform 95—102 (SeJ
British)

'

" Equal pay for ecjual output '' h46 n
Kiinilibrium price 194

; instance of
unstable 421

h:fprit de corps as a business motive
325—7

Evolution of Industry '.'—10, 681—2
E.xpenses of production, in relatinn'to
marketing 183—4 n.; and value
r.i4—

5

E\port prices, of German steel 564—5;
of potash 575 ; in Germany 752, 754
in U.S. 7i;.5—6 (See Dunipingi

Export trade, chan-cs in its methods
•il3; constructive cooperation in
613 -It;; functions of a^'ent and
merchant in 614—18

Kilenial economies 167 ; in relation
to Increasing lieturn industry 187

;

and standardization 227, 244—7

Factory Acts, not opposed by leading

^
economists 77, 747—.00

Factory system, causes of degradation
which accompanied it 71—7, 183,
701—

2

Fairs, and modern exhibitions (iMl)

Fa>hi»n 118—20; and French iiidus-
try 112; in cotton and woollen goods
780

; 111 retail trade 792-4
Fatigue, in relation to scientilic man-
agement 380—8

Fay, C. X. 514 n.
I'ay, C. It. 7i)7n., s4l n.
Fed.ral Reserve Act of 1913, 3 44
leileial Trade Commission, and ro-

stnctive Competition 517—8, 520—2;
and monojioly 531—2, 576; and'
ouoperation in export trade 634 (Sec

^
Hureau of Corporations)

Federation of Hritl-h induKt.ri."t: i-.V>

i'trry, ti-allic on, illustrates interper-

meation of competition and mono-
p ly 424—0

"^l'^'!i'o?^''"'''
"*•""•; ""'' Stan-

lard Oil Company 533 ; and Tobacco
trust 5.^0

Finance, its control of industry 1(I3 n
343-0, 540-3. 558, 56tj-J:8, .jTii'

330 "7 "'"^ C'""Pany promoting

Fi.sh, retail price of 610 n., 789 790Hmt, on profits of industrial amalga-
mations332n.; on leaders of con-
solidations 364 n.

Flour ni 's, growth in size of 236
J^ord mo.or works and standardization

of operation 237—8
Foreign trade I, „ ; its relation to

national industry 3-5
; and rela-

tions of imports and exports 627-8
early forms .,f 066—8, 070

Fortrey 113 n., 709
Foville, <m variations in jirice of wheat

in 1- ranee 109 n.

"Franchise trusts" 514
Free Trade Appendix E; and British

shipbuilding 590: and overstate-
nients by economists 744—0

Freight rates 430 n. ; inlluence of
Tramps on 431-2; of Einers 434-0

rreiich I, vi
; ludiv'dualitv 115— ''(J

801
;
leadership in fashion"goods 112

'

118-20
; team work in design IKi •

railway policy 477-8
; canals 499 •

mercantilism 724—7 '

French war, and British industry 64—
7

;
distress caused by 73—7 ; and

hscal p.diey 77-85; corn prices
during 733—5

Fruit, marketing of 275, 789, 797 n
Function, in relation to risks ''06

organization by 371—5 "
'

Furniture, costs of marketing 791—2
•'futures'- 260; in wheat and other

organized markets 201—7, 785-7

Galton, on Evasion of Wages Acts 722 n
Gambling and speculatim 253, 258"
Gantt and scientilic management 308

373, 385, 391
Garcke and Fells 309 n.
• iardiner, W. M. 101 n.
Garton Foundation lieport 393 n
Ga_skell, on employment of children

ill I).; on domestic industrv 700 n
(iattie, and railway goods tr:lllic 4'Mn
(iee, on coloi.ial trade 717; on Hsiung

industry 72s r.

Uriirr.il and Particular Standardiza-
tion 201—2, 221—3

Oeiu-ral ch,nije.< of a business 181, 191.
19- I. ii.;; ill ieialioii tojirimecost
2(4; in Cost accounting 307— 9; and
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monopoly 4111— 15; of a railway

4ti7—71
Gernittii 1, vii, III, ix— x, ApiwndixF;

cliaiiicteristica 101 n., I'i2, 136, 13H,

o-J.i— (i; Slain Iroiu ThuiuaH' invfu-

tion '.It— .">, la.'in., .V)?, H'i t ; clieiiiical

and colour industries 95. 1M3—4, "241,

570; lutthodnof tduciilion 97n., 12'.)

— ;-i2, 357 n., (iaC— 8; adftiitiil>ility

104 n.; L'nivtrsilii's 123, 12'J—30,
o57; "scicntitic proletariat" 131;

"teutn work" 134; nuthods of mar-
kftinj^ 135— t; ; resiniljlanco toa new
country 137 ; association of banks
with industry 341—3 n., 347—9,
5.5H, 5tjl)— 70, 787 n. ; law n^'ainst

stock watcriiii,' SStin. ;
ports 435 n.;

HamburH-Aiocrikii shijipiu;; liiie 434
—5 11. ; canals 125, 499—.500, 447

—8; railways 12.>— tj. 447—8, 478;

.Metiil Buying Couibiimtion 570;

Iradership in cartels 343, 544—7,

5ti8, 835; Cmiipiiny Luw 545; ten-

dencies t )\vards j;iant i.usinessi-siind

trusts 5(19—70; luonopuly df jiotasli

575; protective tarif 5ti3—5, 83t>— 7,

753- -t) ; wa^'cs and pnrelni^iii!,' power
ol money 837; debt to Jews 5S2

;

seiui-miiitary organizntiun of labour

582,835; ecjimnerciiil stralef-'y t)13n.;

cotton market 785 u.; misunder-
standings ut" Adam Smitii 731—2 n.

(iiant businesses, growing: seU-suf-

licieucy ul 167—70; causes of their

increase 172—4, 242—4, 507—11;
and social well-being 174—0; in-

tiueiic:' of strong men in 3tJ3— 1;

in U.S. 527—43; in (ierraany 5.5t),

50. 1— 70; and export agents 614 (See

Trusts)

Gilib, Sii- G. S., on State ownership of

railway's 41)4 ; and railway statistics

824'!.'

Gilbretli, on (cunoniy of effort 380 n.

Gilds 137; their patriotism and their

sellishueas 6ti9—70 ; their influence

ou decay of towns 091 u. (See Na-

tional Guilds)

Gladstone, and the purchase of English

railways ^IT ; ou 3rd class travelling

818 n.

(jlass industry and sectional interests

641 n.

Goldwm Smith 43 n.

Gothein, Dr G., on State ownership of

mines 574 n.

Government, Appenaix P. 4; changes

in its jios.tihlc and opproyriute func-

tions 42—3, 45; industries during

the world-war 224, 593 ; regulative

i::Illirr:cr- 1:1 t>i iirr... -t-*-. », *—

,

491, 824 n., 827; and America 516

—20; discipline or Ownership
v.ays 492—500; and shippin

442—4 ; in relation to electric

ply 502—3 ; and canals 5

monopoly of tobacco 534 ; in r

to cartels 574—6 ; in relai

scientilic research 608—9. 8

and capital 648 ; and Adam
703, 727—32

Grading of wheat 257 n.; ore ai

267; cotton 783; wool 785—

t

795 ; dairy produce and eggs

(See Standardization)
Grain, speculation in 258—62,

6 ; as measure of purchasing
693 n., 778; iiiilaslio dema
778 n. ; d'Avenel's diagram ol

prices of 779—80; Indian pr

780—1; production and ma:

contrasted 777 (See Wheat)
"(irands Magasins" or lie]ja

Stores 296; objections raisrd

— 300, 302 n.. 799 n.

"Granger" meeting contrasti,i

Socialist 446 n.

Greeley, H., I in miu'r.itioii aiidct

tion in U.S. 145

Green, Mrs 670 ii.

(iiesham. Sir T. 713
Greville, on eeonoiuists and I

legislation 748—9
Gross 6()9 7i.

Grosveiior 768 n.

Gruber 127 n.

Hadley, Pri'sident, on stock wi

330, 357 n.; on centralized ii

stration of bn>iness 364; on
raaiiageiiient 852 n.

Hales, on taxation of imports 7i

Hamilton 76(1—1

Hammond. M. B., on distribut

gemral costs ofrailway 409 u.

,

Handicraft and machine worl

trasted 639—40
Harvests, and wheat (irices 201,

739—40
Hauser, Prof. 342 n.

Hawkins, on standardization in 1

224 n.

Hayes, iju metiiods of obt

"original cost ' 827 n.

Heeren 066, 608
Held 702 n. ; on critical passage:

,-\dam Smith 732 n.

Hewius. on Statute of Artificers

Heyman 559 n.

Hill, Miss Octavia, and purcli

coal in East London 798 u.

Hilton 635
Hirst. Mis? 7.53 r..

"Holding Company" 51 i
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am' • (tarden

Holland, Appendix B, 3; antiiipated
modern technique 33, 67H-;)

Hooker, on wheat prices 261 n.
H()ri:(iiitiil and vertical, expansions

•215 -ICi; in the steel industry 218—
21, r.2H_31, -,,5i)-(i.-.; in the cotton
imlustry 230—2 ; in relation to
Hritain's prosjieritv o90

lliniifUotd or •• hnmelii" iiidiistni 48
;!7t). t!9U—702; in tyn.lese viila-es
G9Hn.

Howard, Ebenezcr,
Cities" 802 n.

Hoxie 873 n., 3«"— (i, 391 n,

Hube.-668n.
Huet, and Dtit'Oi tra.Ie (i7i; ii., C7H n.
Hu'ue, on money 707 ii., 713 -Mri.;
and the •' Keonomists" 72">, 727 n.

Hiiskisson, his fiscal poliev si n.
Hutchins and Harrison 73"n.

Meals, and national life 3—1, fJ47,
fwO— ], ,si()— <) ; and cooperation
291-2

Ideas, their apjilication to practice 17-'

~3, 203, 20i;

lies 203 n.

Ini-reusinii Rftiiin 187; in the field of
science 133; and elasticity of supply
lf<«n,; and monopoly price 401. 40.")';

and taxation 40.'. n'.; and p.iteuts'

407; and I'vutection 744— ti. 7113

India, and Protection ti.">3M.; lluctua-
lions (if wheat prices in 7,s(l ] n.

;

influence of custom m 781 - -2 n.

Indiviiiiiality.versusmassivenessof pro-
duction in 1"ranee llli -20; a British
characteristic oHO; its 6tren;.'th and
Us weakness oH3 -4; in the steel
industry oH8—9; as an el,nii-nt of
national wealth 'ix'i; in furniture
792

•Indivisible" industries 770
••Industrial atmosphere," of Sliefiield
and Solin^en 2fi4, 287

Iiidii.^lriiil Cunnni.i.iion, its scope and
authority 2.')9 n.; its investii,'ation of
Trusts .VJ3 - 4, -"..i9 40n.

Industrial liuctuations, as atficted liy

Trusts 540—3; by cartels 573-4.
ti^J9—35

Industrial leadership I, in- viii, 3—4,
9 _1I

; and forei!,'n trade 14- Ki, 2o'—7; and education 95- -9; specula-
tion as to future 159—02

•'Industrial Kevcdntion," merely one
btajjeof p;volution 9; in liiuited"3ense
of term 71

Industrial technique II, ii—iv; itspro-
f-'ress formerly dependent on custom
197— 2fK): later nn re.":.H= -..nd ^!sn-
dards 201—2, 4(3(5; methods of it..

M. I. T.

advance -203-5
; its debt to euKineer-

ini; 20(i 8 ; and the workiu),' classes

" Instruction card," its piaco in Scien-
tific Mana(,'ei!ient 372—4

Insurance 251; aj.'ainst opposite risks
255, 259 -00

Interchangeable parts, anticipated by
Holland 3!, iUn J)-, in aeroplane
enK'iues227 --^fSee.St -Liardization)

lnterest,rateof,inrelatio well.b..ing
408; iind K'rowth of capital O'.il—
5 n.

Interlocking .lirectorates 344 (i. 540
-3; provisions in Anti-trust Act
aL'Hin-t 512 n.

Internal economies 107
International Harvester Company, its

exclusive dealing 530
Internntioiuil trade (.See Foreign trade)
Interstate Commerce CoiuMiissim,

principles governing 4f;s 9, 477 • oii
railways 400, 477—8, 480 -1, s-'-j,

820 -7; aud ••dumping" 522, 821
Invention, in textile industry .58 n.;

characteristic of English' 01 2,
101 11.; niethodsof •203—4, 207--l()'
lriunlplls of 210-12; and patents
24 In.. 714 n.; ever-widening scope
for 242; soeial gain from 3^25 (See
Industrial tec)ini(iue)

Irehuid, lier reiatioiis with Knglanii
717 -iM; her cooperative' dairies
•29211.

Iron, and Knglish leadership 00-
Kuropean sources of 120; (iernian
production of 95, 557 n. (See Steel i

Jacob, on wlieat supplies in 1820 -7
73'.tn.

•Januet, .M. 5 Kin.
•lapan, her education by foreign trale

22; her industrial clriract. ristics 101
Tenks, .1. W. and Keminerer, E. W., on

•siTurities of industrial combina-
tions and railroads'' 540 n.

Jevons, H. S., on State management
h52: 207 11.. 580 11.

Jews, cliaractrristics of 4'<, 54, 247 n.;
and financial activity 103 n., Osii-
their value to (ierniany 5,S2 ; Soul-
bart on i!sO

Joint Committees of Employers and
Employed 392

"Joi:n products" 181, 192 -3, 413,
790; railw.iys as illustrating '467 -

71

Joint Stock Companies II, viii—ix;
origin of 35, 30, 08 n., 311 — 12, 075^
090 -8

; successors to lUiinlaled
Cvnipi:;ier! 30, 312, 7t;U 14 ; duiw-
backs to 317—18, 321—4; and the

51,

'4,

-1
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i:ott(in iiHhL-try 320 n.; ByhtemB of

chiH-kH in ;i'J4—5 ; and mutual
KliiiiulUM of iilliciiils H'ir)— 7 ; com-
|iarrdwith private liusineii8e»3"27 H,

M")— 0; and tinanciul control 344 (i;

rlenicnt of codixnitiiin in 3'2'J ; Adam
Sniithon3i;i.712; I'rol. Seott:U3n.,
•;iir)U., 712— 13, SclimuUir fi'.lS ii.,

tort rev 70!)

.louM, .I.'JI. •>«»«.

.loncK, Hicliurd 707 n.

•lutzl, W., ou trusts i'. earttls otjl n.

Kapff. Dr, on the colour industry
241 n.

h'lirtellen-I'iKiiii'lf, on protitH in book-
Hi'Uers' trudi; 300 n. ; cLaraetcr of its

dcimtoH r)4() 7, r)7()

" Key '' industrieH rto5— 1'>

KiDf,', Charlfx 7(iHn.

Kirdorf, on us( of the word "bounty "

;()4 n.; on uarti is and wa;^(s

573
Knit's, on tcndiiicy of industrial sta^'i s

to •'synchronise" t)H2; on critical

|in-sat;(' from Ailaiii Sniitli 732ii.

Kuojipcl 375 11.

Kropotkin, Mutual Ai,l l(j.'» •!.

I.alHjratorics, and natiuua! industry
!•!)— 102; ill Fraiici- IHJ ; in Geroiany
131, 134; and team vv irk 205: and
liir^e businesses 325

Latioui, Marx on 71; ml product of

72 n.; its inci> asiut; aJapMMlily
lti8— 70; niachiuerv and denial.

d

for 152, 212—13, 237. 21Hn., Ils2 -
3 ; lelation of scientilie iimnatri meiit

to 3K1—;(4; and cartels 570-4;
and Black Death ti8'J-91. 092—3;
and MercHiitilisiii 721 (See Workii;;,'

class)

I.tiifiter /(lire, luhfrr alter Si. 7211-7
Lancashire, tlie nonie of automatic

organization 2rt(i, 5!i;l -003
Land, its iitvinrfliip and ininntiicmiiit

contrasted 51 ; is in a class Ijy itself

190 n., Nil ; speculation in Milboiirne
205; monopoly of H2— 3, 531, 734

—

5, hOM—9; in nlation to caiial.s

504 n. ; ta.xcs ou 811—13; for uiil-

ways in I;ondon H2s

Landauer 231 n., 232 n.

Larihier, I.uic or'.Siyi/uns 27. 28, (itit'.n.;

laid foundations of railway .s<'i( ace

449; on putiBcnger Lralllc Bobii.,

His n.

"Large business," an ambi;,'uous term
173-4 (See Giant businesses)

Large cities, their industrial peculiari-

ties 284—5, 799—801
Laspey

Lauderdale, Lord, contrasts Kn^
and French export trade 112
on Factory Acts 747

Launhardt 4 19 n.

Liiir (/ .Si/((((r.n in ti-'ini-juirt uiul ii

27: as affecting Kngland's lea

ship 28; applie<l to (ieiniany 1

in early forms of trade O'lO n.

LawHon, T. \V. 539 n.

J-eaf, on French aitisanB ) iC ii.

Leckv, on slavery laws 43 n. ; 3!

711 n.. 717 n., 727 n.

Lectures, function of 356—7 n.

Leroy Hcaulieu 117 n.

Levasseur, on art in French indu
llln.; 109 n., UOu., 113u., 11^
725 n.

Leverhuline, Lord, on Copartner
839 n.

Levi, Leone OH n., 810 n.

Levy, on early monopolistic tendeii

of Kiijjlish 097 n. ; 714 n., 590 n,

Li xi 07(»n.. 715 n.

Liniiud Liability Acts 312
List, on spirit of economic natioiui

33; on Knglish character 34 o.;

the ZoUverein 121, 751, 752;
rrotectioii 072— 3, 745; on the"
dustrial " .sy>teui 081— 3; on ii

gatioii laws 715 ii. ; on Mercaiit:!

722 -3, 725 n. : on Adam Smith ',

753; on Knv;lish trade prai'lici^
'

700; on (.ernian import duties 7

LivcNcv, h3;i

Lloyd,' G. T. H. 2h4 u.

Local taxalion and expenditure h;)

Localization of industry, in Du
towns .33, 078; in America 150
181, 2s'7--8; inllueiice of iiiarki I

on 2H3 — H, HI 10; and luovuiient
wards the sea 2H3— t ; in lal>,e ci

284-0, 800; of cutlery trade :

'If^l : of cotton imiustrv 2Ht;

0O1--3; and railway di.scriaiiuat

474—9
Locomotive industry, carried on

railways 322—3, 591
Loeb, Dr Krnest. ou influence of

great banks 343 n.

London, external tradi' of 24 ; tradi

the Mercantile age 39 n. ; amalgai
tion of means of transjiort 42.'^f; i

supply 451 11. : wheat prices 7

and meat 790; localization 799 s

rate of moitality 802n. ; railway li

828
" Long and short haul clause" h20

Lorenz, on LiercasinganJ Dimini-h
Keturn in railway problems 4."7

on value and cost of railway ten
465 n.

res Y29n.



INDEX
867

Lnxury, in relation to French industry
111; early trade in 6(i7 ; railways
and Btowth nf 7h8

airit'd on by

illUMCf 01' till.'

MacaxHey, Sir Lyndon till n.

Manlonell, Sir .fulni 6:15 n.

Ma'),'ret,'(>r. I'rof. .'",77 n.

Machinery, and cniplovnifnt of lalnmr
l.tHn., 152, IC.H, 20!), 212 la 2:S7
24Hn., t;39--^(), ti,T2 H; benefits, ,i

to workinK claHsea 152, tilO, 64H t»,

tiH2— :i; eilects (,f rttiindardizutiim
on 200 -l.">; in creatinK niaoliiie.s
20(;--8, 210-12; increiisin;,' Hpeeiiil-
iZHtiou of 220, 245; and lian.l wr.ik
contrasted 0;i<.» -40 ; iiroliiljitioni
of itH export 75H; in t|,o furniture
trade 7:i2

Macpherson. on KnK'lish fi-liioij-. in
Ir.ince (17n.-,| 112 ri. ; nn rrii.Hsiiin
chanioter 12.^n.; on variiitionH of
price of wheal in Knuland -,s:, 1,

7711; 710 n., 711 11.. 71-". n.
Miioro-,ty .")77 n., .")<(7, 021 n.-. „n

^puiilative niaiket in iron 787 11.

Mii(l,-,en, on toljac'co monopolies r,:n n
.VHh.uni, Prof., nil l<flt;ian railways

l;i.'> n.

^''"'-""i;,/-
'^^'- '''^ ^-'fi" <iietiuii

• iH), 777; on auiouiit of land in
r. liition to supply of food 08.", n. ; on
mediiievalconditionscf lalioiiri;8i)n
782 n.

Miiiiclie.ster, iis an International trade
Centre 280

Mandlrbeiw. Sir C, and nuuketiiiL- of
exports 010 n.

Maniifiu;turo.characteristiesof modern
•).)—9. 082— :!; ever-risin^r pr,.sti,_.,.

ot 171-8; chaiifie in nieanin - ,if
the term 702 n.

Marketinj,' II. v— vii, .\ppendix .1; in
relation U> pro luction 17—9 l8l

eon~5; -''' '^'^'>' •ll- 'ill,'
0J9— (01; uiiipared to tlv-wheel
2jln.; costs and ri.sk attach to
whole proce.'i.ses of 269-271 ; chan-e.^
in ch.iracter and distribution of'^it.s
^neial costs 274—H; and loealiza.
tion 283—8, 001_;i, 7;)9-800- of
branded •• -ood> 300—2 ; of textiles

•ii''<n.. 280n., 0(P2n., 783-.-,- of
steel 283, 287, ,V,t2-3, 780-7; how
aided by rfcfici/vxiiansion o8~. •i8!l,

and by associations Oil- 10, 7!i7 r
•'

of peiisliabie Koods 7.s:)- -soo
Markets, tii-iiin,l and p,(rHni!,ir l8->

•10(1—1,029; ..rnani/e.i2.-,0—8; as-
sociations for control of 400 -2. Oil
020—2; for wheat 2.".8— !t, col' -ir.-r'

eotion L'8.). r,U2n., and various conl^
I'-odities 78.'.—

7

1.00 -182.,, 7.;7n., 739 n., 7.-.8n.
Martineau, M,.s.,, and tho Factory

Ai is 749—50
Marx Karl, bis doctrine of " Hiirphu

\al..e '71-2 n., 811; and thcKrowth
ot lar^e busineswH 170-7; quotes
Antiparos on water (lower 774 n

Massive production I, in : methods

? .• "'\Z''''*:-
*"""" individuality

11.-20; in (i.rnian education
1-1I; in relation to I'rotection 1.38
J; of powd..red and liquid materials
-'•> 8; ot byproducts 238 -.41m men's clothing' .30

J

Matliematics, and th.'ory of mono
polies 4511 u.

; and economic method
002 11.

Mavor, (m marketiuK of wh.at 783 n
Ma.nmiim net r.'veunr j,ri,-,- 404
MY'mnm t«Uil l.ni.iU, illustrated bv

teiTy trallii: 120

McCulloch,intavoiirofFactorvActs7l7
Mehiilop on fati-ue and cost'008n
Mclher.son, I'rof., ..xcellenc,. of bi,

railway tables 480 n. ; on regional
rate structures 821 n ><•>•> n

Mea.ie, 3.32 n.,, 131 n.
Meakin 353 u.

Meal, an illii-tratio,, of -joint pro-

MWi,ourne land speculation 2G5 nM.n lehm doi-tritie JOl-.", „
Mercuiiilisni. .Vppcdix 1); its ,,olicv

iidapted to ti.ansicnt condition.-. 41-"-

0; and the leiation of buveis to
sellers 272; List on 081; and p.o-
tection ,07 8; and labour 721----'
in I'rauce 724—7

M.^rehants, their work and that of
niannlactureis compar.'d 171— J-

services of 010-18; a., tinancius in
early (inn^s 091, 701

Meyer. B. H., on principles ^ovcruinj.-
inter.-tate Commerce Commission

>r I't^'''
"" ''•*' ™'lwav rates 824 n

Mid,(l,man. m relation to cost of pro-
duction 184 -5 n.; functions of
2.8-80; profits of in fish trade
010 wall papers 010 n., and dairy
produce 790

Mi-ration, ,)f heavy industries to on-n
eoiintrv 228 -9: and to the sea
2^.i i

Mill, James, 05.8, 742
*nil, J. S., on partncr<!iip 313 n. ; on
over production t;4nn.; his writings
O08

;
on French mercantilism 724 in ;

'•" r'-t-^vtiOii 7ii: on Tattorv Acis
( ti

Milling;. Hour 235; paper 234; insur-
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anci' ill 2.">H— t)(t; and action of

NBtidDiil AKNiciiitioM fi'it n.

MiiuriK, a tran»i)(irt iiidiiHtry 771;

economy cif lar^e [inw'.iiiticin in 771;

and Stall' iuana«<mint Kfi:t

Mi.riil wiirkrt '21'); ontrantcd with

puif 'i'iO; in the »l('«l induntry

•21H—21, r,',.i- '.I

Moni-v. value and social value IV-ll;

Htren».'tlieiied the powitinn i.f Imyii

relative to Heller •271-2; '• Tninl
"

•Vll ; depreciation of liiian. ; and
raercantilisni 704—H (S"e I'lirchiiH-

intj (lower of)

Monopoly III, I- IV, Appendix L ; in

niediaevul history Hi, 57H, (;Ci9, 6ii7,

7011 11; partial and permanent
I'.tfi; in buyinj; and selling 272. 402,

ri20; •'conditional" or "provi-

Kioniil " :!97— H, 450 u.; obBtacles to

absolute Him -!», 4(13 n.; element of

in cartels ;S9'.»— 40; Profs. Ed(,'ewortli

and I'iK'ou on theory of H'.CJ n. ; int

rercniie 404; inajriiinim nit reri'uue

price 404; and unfair uses of com-
petition ;)i»l'i. 512, 51<)—'20; "and
the price which the nnirkc t will

hear" 404—5, 4'2.'i, Hl9 -•20; and
elasticity of deiuiind 405; in relation

to Increasint; and Decreasing return

industries 404—5; policies which

henetit the public 40.')—9; taxes

on 410-12, 414. H08— 11; distribu-

tion of general costs of 41H—15;

and price discriminations 415— IH;

problems of correlated 419— 22.

5.59 n. : in multiple ownership 421,

SUH— IH; traces of in road traffic

42(i 9 ; in the shii>ping trade 429

—

M. i'AHn.; appropriate control of

based on thorough studies 51(i
—

'20,

.V-tl— 2, 570, 57f<—9; of landlords

5;il, 578, 734—H; and Bradford
Dyers' Association 605 ; of cotton

thread industry 595— 7 ; and clasg

advanta^'es 0;ili—

9

Mouotouy, ,\bbi' on ;i5:j—4 ; in relation

to scientitic niiuiagement 3.SiS

Moody, 539 u., 541 n.

Morgan. I'ierpont, and the financial

control of trn.-ts 541
Morison, Sir Thicidore, on the Indian

market for wheat 7^0
Morris. K., and U.S. railway statistics

«24 n.

Motor indnstrv, standardization in

237—8
Motor trafKe, and localization of in-

dustry ^286; may aid canals and
railways 428- 9, 501 -3, 771 ; in

relation to l.ondon transport 4"28
;

and distribution of parcels 428 n.

"Multiform'' stiindardization. Ami
ica's leadership in 111' 1 (S

Staridiirdizution)

Mun. antiripatis notion of " itivisil

expoit^ ' of sliippinn serMcis 3h ri

(195. 70(in., 707. 70H

Munition work, speciali/atii'ii in 2

li. -592, till 2; and cosl-ai'coMi

I'.lOn.

Munstirherg 307 n., 378 n.

Music, Ciernian training in 13! i

standardizid liv unwritten triidiii

198 n.

National (.'ash llegisterCouipany 537

National tiuilds. Appendix I', 2 ;
ti5

and i)rofit sharing 839 n.; tlulrdil

culties 84 t, 8l(i

National Income, distribution of (i

50
Nationalization of railways, in (i'

many 447 ; reasons for its success

I'russia 4l7n.; good and evil

492-7
Navigation Laws 71, 714— 15

Nebciiius, Koscher on 124, 752
Necessaries, absorb a diininishi

share of family income 275
Ncl piodnct of lithour 71 - 2 n.

•'new" lountries and ••old'' comiiai

141-2, 080 n.

Ncwmarch. on economies after Freii

war 87 n.; on Factory Acts 717 {i

Tooke)
Neymarck 725 n.

Nicholson, I'rof., influence of \i\;

Smith and li'cardo on P'tt and I'

742 n.

Notz, W. 014 n.

Ochenkowski 700 n.

Oddy tlO n.

Olsson, VV., on addition to Brit

banking system 347
Oppenheimer, Consiil-tieneral.i nc(

mercial combinations 540 n., 572
action of Coal .-iyndlcate .'153 — 1

conflirt between wire and nail car

559 n. ; ex))ort prices -501 u.

Over jiroductiou 754 ; J. S. Mill

040 n.

Owen, Kobert 289

I'algrave, Sir 11. H. Inglis, and
financing of canals 503 u.

Paper mills, in Black Forest '235

Paris, attracts creative facultv

France 119, 801

Parkhurst 374 n.

J'articuliir, standardization 201; i

dencies tor it to become Ucncral

:

221—3
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I'dt-henKer traffic, ••.Duoiny i)f tiue in
BritiHh 458 (Hep Hailw»> .)

P»lent*, and inv<!nt:on 244 n ; and law
lit IncreaMinK lU-turn 4(t7; problem
of tax on 421 ; in tbi' tobacco in-
iluMtrv fia J « ; lawH 536 -7

; in early
timeB 714 n.

I'lij Homiiiiii, its intliience on viability
t.t>M

i'lt.r i'otunofntlitiina 2
Peel, his tiHcal policy m2 4

i'eriodH, lunn mid Mhort in problenix to
value 1H5- H, MM 7 ; in relation of

• Kpt-cial " and -'gLntral" oo«ts 1!I2,

456; and the iiiterc-^tH of buyers iind
sell^TH 272 4 ; in lilway problems
453-H

Periioii, l'rof.,iPii cooperation of cm
ploytt's ill Nci«iititic maimueiiiint
mm.

Petroleum, itx by-productn 2:)!): h
tranKport industry 770

Pttty, bis great rule ;!.S, lOtl. 112, lti7;

on trade and heterodoxy 34 n. ; his
tMtiniat.s of England's trade :Wn.

;

"11 laliour cilSi-anien and Freii;htBa>-
^•xllolt^ 677

•• Physical vnhiation" of lailwins S27
I'liysiocrats 72") 7

Piano iiinnufiicture, and
tittiniiin ill iiiiiMC 131 u.;
pressure 212

Piece-work wages, generally piefeiied
by employers 381 ; objections to 3H2;
-standard rate of 3H2 3

I'igou, Piof., and theory of iiioHo-
polies 3!M»n.; and railways 449—
)0n.

Pitt, on Kiitiland'a foreign trade in
17itH, 66 n. ; his loans 7H; his fiscal
policy HO 2

•Planning Department' 370 3 (See
Scientific Management)

I'lnnkett, bir K., and re^trictioll^ on
Irish industry 717 IH

Poinsard 114 n.

Pollard 722 n.

••Pooling" of railway tiaffic 488-9;
and wagons 4H9n.; uses of term
511

"Pour, ' (Jhailes Booth's detjiiition of
7m

I'oovlaw, increased the evils of early
factory system 76; and the French
Kevolution 78

Population, of England 684—5; and
of her colonies compared ICi ; dis-
tribution of in U. K., Germany
and France 126 n.; composition of
American 149 n., 152 n., 158—9;
eacai!; and dec€utiaii/.aliou of r,02,

rm

(iernian

and air

Ports, incKase in size of 433. 775;
rennjte fiom coast «H7n.

j'ostal services, anomalies of 42m n.
I'oiash, (iermaii monopoly of r.'6, .'17.';

Pottery Manufacturers' Association
Ii04

Powell, a. U. 797 n.
Powers 760 n.

Pratt 47.) h.

Prefereniiiil Kates (See l)is< iiiinna
turn I

Price II, I; its nlHtion to demand
and supply iM'.' :»; which the mar-
ket will bear' 404 5, 425, 791; main-
tenance of in particular markets
400—1

; regulations 620 2
Price, \V. H., on early patents 62 n.
/nm,- t\„t IHI, 191; ,iiid normal

price 274; and " general ' co"ts 191,
2*4, 113, 824 5; and cosl in uuiits
of a busines- 'M\'

••Productive" ui.iu.^irirs 170
Prolitshaiing w|0
Pii>6ts. of small nliopki epeis. Ii.,w es-
timated 294 11.; of middleman lilOu

;

lu retail trade 794 5; rate of iii

early times i;;t4

Progress, and whi 2; and the ,|iialitv
of life 5; ilepei dent on ti.eilom ..f

initiative 174, 199, 249. .•i2.-., lii.V- t;

;

Ml lelation to leeoids and staudauis
199-202; iulliieiiee of small busj
iiesses ,.n ;)2.-., 5-25; iin^l puiehasiiig
powtr 392 3, lOM

Promoter of companies, his functions
and metluHls 3'29 -;i6

Property, in relation to distribution of
wealth 6.">9— 60

Protection, to F>nuliBli agriculture
81—5; in France 120; in relation to
massive production 138—9; to com-
bination 5^26, :m; and .artels
563-5. 632; in U.S. 157, 760- S;
its ..fleet on wages 837n.; iind na-
tional prosperity .)78 ; and meican-
tihsm 707 8; in Venice and Spain
672-3; and Decreasing and Increas-
ing Ketum 744-6; and localizati.m
of industry in I'.S. 7(53; •• educative"
761- -4

; in (ieniiany 753-6, s:H5 „7
Prothero, K. E., 'iOOn., 690u., 6.ik„.
Prussia, her railway policy 417 8. J54,

478, 493 u. ; her canals .5(Mj, .")o'2 n.
;'

and wheat production 742 n.; and
Oeriimnizatiun 753

Psycliology, its use in Advertising 307
Publicity, in stock exchange transac-

tions .336-7; obtained by lioyal
Commissions 4'^*; gains from 634

Publisher, services of 302 n.
i'urciiasing power of money, in rela-

tion to wages 9, 385, 692-3, 721—2

;

5.-.-:}
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liow inHuent'ud In Uchnical iikikichk

4<»H ; sH nlTcclHd bv I'rnU'ctiou 77^ :

•nd prict) <>r KFttiQ 'iV' '* »-. 77"*

I'urr monu|H)l.v and rikilwKV probleioA

450 n.

QuHHOuv 72H
Quintaiict', l>r 7'i7u.

RailwAYK III, IV VI, Appendit M ;

growth mid clmriKJtt'nsticH of Uritiih

tiH 70, S'.l—!M)n., 4»".», iHO, 4S:»^ '.,

403 4, .llii, 7tJ'.) 70, 814-17; in

Krunc*- 109, 477, 195 n., Slilii. ; in

C.H. Ifil- a, 44.-) 7, I.Vi, 4.54, 477,
495 n. , 759,HM -2; an raaiiufucturerii

.'12',^ :l, A91 ; Iiardner and sciunoe of

449- .'lOn.; and econuny of time
452 4, 4*>:< 4, 490 I ; K'>od" and
liasHtiU'iT IratHo couipiin'il 4l)'2 -4;
and »liippinKUun)|>anicit45li, tti3 -4;
afi illiHtratinK '

' joint products" 4U7
8; and locali/at ion of industry 474
9 ; and " ni'i-ping everyone in buni-

nt'HH " 47t) 7 ; cooperation and pool

inu 4m7 -92: Stuto rt-nulation of

480, 824 n., 827; and ownernliip of

492 - 7; in relatiim-f to canals 478,

479, 499 501,504 II; and war 492;
and the worl'inK cbisaen 788, 818- -

19 ; StatiHticK 822—5 ; capitalizntiuD
82.'>—9 ; Uritiali directotH of 829

Rawbiiu, on variaCionn in price of wheat
7.19 n.

liiiil i'liHt of pidiluitiiin, in relation to

Kocial piobleins 183
Kcbatii). and American railroads .'i.tOn.:

in thu cnKinuering trade b32 n.

(See Deferred rebates)

Keeordn, their aid to modern tecliniijue

201 2. 204, 4f)0

Itedfern, P. 293 u.

" iieKuliitfd oompaniew " 3t>, 312, 695,
696

Rent, and the French war 78, 734—5
;

and a tax on land 808-9
BeprcHentative or typical firm 181, .509 ;

in relation to the growth of Joint
Stock Companien, 314—16; expan-
sion of 509; in U.S. 830—

3

Kexeareh, in relation to industry 99—
102 ; 855—6 ; in Franco 116; in Ger-
many 131, 135 ; and team work 205

Retail prices II, vi. Appendix J ; in-

fluence of demand on 275, 788—90;
of various classes of goods 281—2.

791—4; high in America 304; of

fish 790 n.; in wealthy and working
class districts 791—

2

Retail trade II, vi, vii. Appendix J

;

its relation tn wholesale 278—8/)

;

social waste in 280, 300; in U.S.

'i9ri n. ; uartHh and MO, 547 8 , .Im

oriminatioM in 282, 416, 794 -5
Hicardo, on f.ireigu trade 19 u. : ur

relation of cnut to valu« 396-7 ; an<

?roKre«i of economic scii^nce 6'i8

42 n.; on colonial trade 718
Uieaner, <mOerniaDoreditb»ukii3tl ii

342 n., oartala 549 n. ; the fusion ,.

industry and banks .')67 n.. 568 n.

Uiley 705 n.

Ripley, on time element in railwa;

problemii457 n. : rule of direct coxt

464 5 n.; pooling of railway wu»oii

489 D. : railway valuation 827 n

822 n. ; 82911.

Risks 11, v; dealings In 252
60; balance of 255, 259
reliited to functions 266
645 6

Roa<ls, and monopoly 426 8

tiun to oanals .)l)0 -1 ; in

in early times 686, 68

5, Vi-i

60 , ii

8. 270

: in ii'la

Knglaui
niitidiia

interest in 769, 771 ; cost of liin-

port on 782
Roberts. Map of Commerce 696 ii.

Robertson Smith 666 n.

Robertson, \V. A., on railway diseriiniM
atioii 474 n., 47<'i ; on railway pooliiu

488 -9 n.

Rockefeller, .1. I), his •• powei ol con
trol" :i.-)9n.

Rogers, on Huctuations In price n

stock 313 n. ; on Kngllsh rou.ls 686
on wages, 692, 693. 721 ii. ; 6S)Hii.

on fluctuations in wheat piii es 7iWii

Roscher 666 n. ; on services rendered b;

"old " peoples to " new" (isii n. ; oi

List 752 n. ; 716 ii.

Route clerk 375 n. (See Scicntitic Man
agement)

Rowntree, O. Seebolim, on Bt'lKiai

railways 495 n.

Royal Commissions, regulative m
Uuence of 442 4

Saint Leon, E. Martin 7'.l'.»n.

Salt, Kngland's trade in 64 5ii.; hr.'j

land's predominant supply of 586 ii

Salzmann 691 n.

Sauerbeck 63

J

Savary 39 n.

Schanz 715 n.

Schmoller, on Kn^hsh character 34

oneducaticm of business men 357 n.

on combinations and uurtels 541 n

.573, 575- ti; on Nile delta and Hoi
land 668 n. ; on trade between towo^

670 n. ; on early Compauies 698 n.

on Mercantilism, 704—5 ; on Adan:
Smith 729

Schulze-Gavemitz. ;i5i hisli or2aii!/,a

tlon of cotton market 231 n.

-'^^
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Hpluim»cliei. J'roi., ,,„ reUtion of
bankH to induHtrv in .Sili.ni. 34:1 „
lux iMiloKy »( i'ru-Hian uilwaviUl u.

a«hw«b. oD the oontrol of larKe buni
III'.')* MU ti.

Sciemo, in induHtiy, !».-.. 97 „ |o| „
1 tJ- 4, 17'.» MO, '203 -.-,. a3i. a»0

"

3, .-..Srt ,^9-70. 6(m n. : anrrmnd for
nU'nUcd Htudy of 'Jh - 1(}-2, :,U4 _4
tiOH n.

; ev«r wideuinK «<op.' for n>
i

;
State in mUtioii to tiOH, H.'.S- 7 •

in )iluc(.tiuii H(M ..^

Soifutitic M»n»K.meiit II. XI \ii- ,u
iiMii" and iiu'thodH ;)(;« 7(1 4'tj,; .

s,tciall,v Huit.'d t„ Aim-noHii in'
duKtrifs 37(1. 371. 3MJ, 3H3 ; ••Htall"
or functK.n.il" oi^'ttMi/ation of

'! u ilJ * ^iT' "'*» "'• ""KH'"'t««
bvBabbBKi. 376 7; and •• a ntandard
rat., of wa«eH " Ml A; and . Dinencv
of plant 3H4 -,; and the w.ll.l,..iuK
..f th« worker 3H4-<il

; and demo,
cr.aio control 3!ll J; i„ rdution
to the Whitley Iteport 393 n. ; and
hu-sinesn associationi tK)7 8: Cole
on t>40n.

Scotland, forcpM makiut? for her union
with EnKlaud 33-4; her education
•
i3, 90-7; her bankinK xvsteiu 54
•il3 u.. 3;w

Scott, Prof., on Joint Stock Companies
313 n., 712 n. ; on educative intluence
of imitation 351 n.

Seaxer 537 n.

Sicrecy in bnsincHH, 5S3
.S.-ctional interests, chunKes in char

acter of 4-5, «^^y; i„ relation to
national interents 3114, 020 -1. <i52

3; in railway politi^.s 4!t4, 4',l'): in
the .dans indu.stry 1)41 n.

See, on selection of einployees 247 n.-
on markets for materials and for
pioducts 2pt3

Selt>id«e297n.
; "OrKanizatiou Chart"

•<7.j-6n.
; map of Stourbridge Fair

Senior, and the Factory .Vets 747 - s
Shaw, A. W., 304 n.; on advertisiui;
307 n.

Sheffield, i.ud the cutlery trade 213 n.,
5H7. (i07; an epitome of Britain .">H7;
Cutlers' Technical Society 6()7

Shemian Act 513, 517
Sherwood, Professor, on early foriUH of

buKiiiesB 165 u.
Shifts, economy of tl50 n.
ShipbuildiiiK, early history of, 33. 90,

•>7a
; standardization 226 —rt, 5',I0 I

'

auetuations in 334, 633; in relation
i- H;cci iaduntiy 633; constructive
cooperation in 591—2

Sli MUX t'oiiipjnw. Ill, ,„
; ,nj

' wayii, a i'a»< of o.irr«l«ivd
iiionopolM.- tJl, competition ,.|

•^ rrainpN" »uh 131 h, 440 In
' 75 ;

their reBemblance to Branch
"hop (.'ompanieH 434; growth rf
433 I; Oeiman 4.J4 :, n.; and
railways comparsd 4..«, 463-4

HhippinK HiDK., Committee on 440 I
SJupH, xailiiiK and steam contracted 90

»2".»
; their growth in sise 227 131 n

«3:i. •175, 774 ti : exp„rt« of Britinh
and (Jeriimn compared 55ii

; in lon^;
and short distance trallic 775 ; and
caravan transport compared »it>ti n.
Shop disiMplinarmii " 374

Shovelling' as illuHtratin« elemental
tune studies 37»>, 37H H()

Silk weaving at Lyons 116
ShdiUK Scale, and price of wheat H2

1 II.. 735 H
Slot.machine system, its posniblr ex

teusion 301 n.
Small producer, survival of 227. 217

'•», M»i n. ; in cutlery tra.l. ,, 213 n. ,

aided by standardization 223 2'7
234, 242 -9, 5M2

; iiiHuence „„
lir"it'

ains industry 525; supersession b.
lart'e ;n steel trade .-,5H; an<l elec
tricity 773

Small shops, their hold on p.-or d,,.
tricts 797 :»

'

Smiles 3!) n.

Smith, it.illii, |.;., „„ ,h,, ^radin •

„l
wheat 2.'ill 11.

" Siici'il credit "
1(;5 ti

Social valui', 111 relation to ii.nnev value
45 . (i ; ,if invention 325

Socialism, and the growth of lar-.-
busMies^.s 176 7; in Frankfon
44b n.; changes in 651. 844 n.; auj
Physiocrats 72H

Sombait, Prof. 5:ni.. 124 n. ; ,m in.
tiuenee of .lews m finance 680

South Africa, industrial characWr of
1''0 1; and shipping rings 338 n.
4,m, 411 -2 u.. 444 n.

S|H'armaii, on railway strategy H29 n
Sptciahzatiou of Industry, stimulated

by worldwar 221-6, 593 ; Babbage
on 224 ; in relation to standardiaa.
tn.n 233 -4, 2(4 5, .^<»2; and size
ot husiness uuit 5u8_y; in thf
cotton la.lustry 5:(i» -603 ; its an.
ticipation of by Holland 67(<—

9

Speculation 11, v ; in ordinary life
2j2; "constructive" 252—4- and
gambling 2.53-4, 258; lessens' risks
in grain trade 252, 258 -62, 783 •

maninulfttivH 'M't h- u.,ii „f';ii ;_'

formed 264; in laud 264—5- in
cotton 783—5
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UpellinK. time wasted in H.V2

SpiiitB, con. nmption of in 1743, 41

Spontaneity, and Gtruian cdacHtion

129-30
Stability of induptry ani) trade, influence

of truhts on 541 ; of cartels '>Vi A,

e2;i—635
KtanJard.itB place in mo<lern techni(|ue

201—2. rate of waj!es381—

5

Standard Oil Company, its history 512,

')82— 4 ; its control of banks 541

Standardization, Multi/urm 141; I'ur-

ricufai' and (ierural 201—2, 221-3;
its early use in Dntch shippini-' 33,

()7K—9; in English manufacture
.tj— 8, and in American 146—52; by

custom 197—8 ; and alcbemixts 211

;

and Colbert 201 n., 724; developed

by Boulton, Maudslay, Wliitworth

206-9; and the skilled artisan

209—10, 213; and speculation 223;

ill various indusirieB222—34, 304 n.,

.')02—3, 594, 795—6 ; aids iiiodtrnte

sized firms 223, 227, 234. 244-9,
.582 ; of conditions and tuethods

of work by scientific management
385 : 'n relation to cartel policy

r)4H—9; lack of in locomotive in-

dustry .591

btat< , Appendix P, 4 (Sie (iovirument)

Statistics, of wealth in U.S. l.")4 n. ; of

trade in ships 5."G n. ; of cartels

.j49 n. ; of wR<;es in mediaeval Eng-

land 692- -Hn.; of corn prices in

England, France and Germany
741 n. ; and tarif changes 767—M ;

of railways 822—5 ; of expansion

of business unit in U.S. HHO—:!

Steel industry, and Bessemcr's process

91; and Thomas" process 94— 5, 135

n., 557,8;54: progress of in Germany
94-- 5. 125-6, ."iiiG- K, H34 ; locali-

zation of 126, 283; expansion of its

business unit 218—21, .528, .589—

90, 594 ; and progressive standardi-

zation 223 —7 ; exports, British and

(ierman compared 556 ; and cartel

policy 554—9. 833—5 ; fusions in

British 605 n. ; in relation to ship-

building .590— 1,622,776; marketing

of American til8 n. ; speculation in

786, 787
" Steel products" corporation tilHn.

Steelworks Union, 559- 65, .588 ; and
constructive cooperation 562 ; and

Protective tanf 563—5, 631—2,
836

Steffen, on the Black Death 690 n.; his

analysis of history of wages in Eng-

land 692—3 n.; 721 n.

Stephenson, on combination and com-

petition 409, 48.5

Stock Exchange, standardization of ii

secnrities 256, 819 ;
publicity on 3H

Stocks, recent changes in amount an
distribution of 274—8

Stock-watering 338, 386, 82"i ; Germa
law against 336 n.

Stourbridge Fair 687
Sumner 762 n.

Supply II, i; itB adjustment to iv

mand 194—6, 274—6. 396 'i

"elasticity of" iMgn.
"Sweating" System 72—3
Swire Smith, Sir 97 n.

Switzerland, her facilities for foreifi

trade 26; 6.55 n.

Symons 115 n.

Sykes, Colonel 781 n.

Syndicates 551 , 552 ; in banking 34'.* n

and Trusts contrasted .561; iii:

price fluctuations 572 n. (See Carte;

Tarbell, Miss 534 n.

Tarif,and cartel policy 563— 5, is;i.5-

in Germany since the ZoUvere
7.53—6; changes in American 7ii0

4; influence of on national pio

peritv 767—8
Taussig, on danger of nepotism 53» n

762 n. ; on the historical method 768

Taxes, due to French war 78—80 ; ai

loans 78—9 n. ; in relation to I

creasing and Decreasing Ketiii

industries 405 n. ; shifting of 410

11 ; on monopolies 411— 12, mO>^

11; on "joint products" 414 n

their imposition may benefit trade

444 n.; and (ierman cartel policy 8:

—7 ; on land and agricultural pi odu
808— 11; "onerous" and remu
eratory 812; local 812—13

Taylor, F. \V., and Scientific Mana>;

ment 368. 371, 374 n.. 375. 38

387 ; his method and Emtri-or

373, 385 n., 391 n. ; in relation

Babbage 377—8
Team work in scientific study 11. 13

205 ; in French design 116

Telephone, in business administratii

234, M-i n.

Temple, Sir W., his survey of tradii

cities and nations 674 ; on loci

izatiou of industry in Dutch tow

678 n.

Tfiulencien and economic mctli

661-2
Terminal chargi s. in relation to ra

way co.sts 29. 464, 470

Terma, use of in iconomics 214, 664

Textile industries, deal with materu
standardized by nature 56—7 : i

ventions in 58 n. ; standardizutit

in 209 n., 229—32; hnializutiuu



^m^^^^^^ ' ''^'^'^^-'' ^^^^y^^y3

GeriDHn

I,*! > •

INDEX 873

Lancashire 286, 599—603 ; markets
for 785—7

Thomas, effect of his invention on
Ocrinany 95, ysr> u., 557, 8H4

Thompson, C. Bertrand ^73 n. ; on
increase of output due to scientific

management 374 n.

Thompson, Sanford E. , his apprecia-
tion of UabbaMe 376 n. ; on elemental
time Ktudies H80 n.

Thomson 767 n.

Timlwr, monopoly of 531
Time elfment in relation to custom

I'.IH; .i iminates problems of value
1;- >, 306—7; in "special'' and
" general " costs 192, 456 ; in the
interests of buyers and sellers 272

—

4 ; in railway problems 456—8 ; in

tarif problems 767—

8

Time, high value of, a British charac-
teristic 453, 464, 618, 794

Tinplate industry, in Britain and
Germany compared 621 —2

Tithi s, incidence of 809—10
Tobacco trust 534—

6

Tooke, on harvests during French war
734 n. ; on sliding scale 736—9 n.

;

in favour of factory acts 747 ; on
deman i for wheat 778

Tosdal. Dr 561n., 575 n.

Towns, their patriotism and their

selfishness 669—70
Trade, its relations to industry 3—4

;

gain of 18, 253 ; of Mercantile Age
not large 37, 38-9 n. ; in early
times 666—8

" Trade Corporation," a link between
British industry and the investor
348—9

Trade-marks, difficulties with regard
to their ownership 301—2 n. ; value
(if in fine cotton and thread industry
403—4, 595—7 ; in Danish trade
796 (See " Branded " goods)

Tmde Unions, their influence on out-
put 103, 137. 352—3, 381, 409,
418—19, 639—42, 663 ; and stand-
ard rates of pay 382—3, 3'.»0 n. ; and
scientific management :i",l0--l ; in
relation to cartels 573, 574—5 n.

;

and national well-being 620—

1

" Tramps'' 431 ; their effect on cost of
transport 431—3, 437; in grain and
coal trades 432—3 n. ; in relation to
'•Conferences" 437, 440 n.; their
extinction deferred 775

Transfio. Ill, m—vi, 423; its in-

Uuence on course of trade 2'.i- 31

;

and on prices of freely imported
goods 627—8; and marketing 251,
276—8 ; its problems illustrated by
ferry traffic 423—6; on land and

sea compared 431 n. ; early phases
of 668—71

Tribunal of Investigation 635
Trusts III, VII— viii ; meaning of

term 217, 345, 514; and cartels

compared .507, 510—11 ; rise of in
U.S. _>n— 15, 540n. ; Standard Oil
512, 532— 4, 541 ; estimates of their
numbers 514— 15 n.; their depend-
ence on supply of high and rare
ability 515, 525, 538; American
control of based on thorough studies
516—20 ; price policies of far-seeing
523—6; Protection and 526; U.S.
steel 52S—30; Tobacco and other
53 1 -6; and stability of trade and
industry 537—40; control of by
financial groups .529—30, .540—2,
566; "Money" 541; German ten-
dencies towards 569—70 ; in Britain
510,591—8,621—2; Committee on
510 n., 634—5

Tucker, on English manufacturers
41 n., 711 n., 719 n.

Turgot, on free trade in England 727 n.
" Tying " or exclusive contracts 536

—

7; iu relation to questions of de-
ferred rebates 234, 439

Typewriters, advertisement of 305 n.—
6n.

"Undertakers,'' their place in the
organization of English industry
47—9, 507—H. 700

United States, growth of her town
population 151—2 n., 757 n.; eco-
nomic stuily in 157 : statistics of her
farm values 153 n.; conditions
approach those of the Old World
157; influence on other New Coun-
tries 159; leadership and that of
Canada 160 ; banking system 344—6,
540—3, 566—7; Trusts 217, 511—
15, 527—43; control of monopolies
516—22, 531-2, 576; associations
in export trade 613—14 : protective
tarifs 7(iO—68 (See American)

United States Steel Corporation, its

economies 220—1 ; administration
of 364 n., 605 ; history of 527—32,
605 ; marketing of 6lH n.

"Universal Providers," and early
cooperative stores 291, 296

Unwin, Prof. 40n.,50n.,691n.,699n.,
721 n.

Ure, on use of the word "manufac-
ture" 702 n.

Valuation, difficulties of 333 -7 (See
Capitalization)

Value II, I ; money and sucial 45—6;
its relations to cost 194 ~6
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VmnderbUt, W. H., on oontroUera of
the Standard Oil Trust 534 n.

Vanderlint, on Statute of Artificers
732 n.

Venice, List's verdict on 672—3
Vertical and horizontal expansion
215—16; in the steel industry 219—

•

21, 528—9, 659—61, 587, 589; in
textile industries 230—2 ; relative

advantages compared 587, 589
Vinogradoff, Prof. 689 n., 782 n.
Viscosity and the shifting of taxes
411

VoRelstein, Dr 632

Wages. Marx's theory of 72; in re-

lation to net product 72 n. ; intluence
of machinery on 138 n., 168, 213;
Protection and 82 ;

" f<tandard rate
of" 381—3; influence of scientific

uanaKement on 383—8!»; in Ger-
many and Britain compared 837 n.

;

cart(-Is and 573 —4 n. : Effect of Black
Death on 689 -92 ; and wheat prices
693 n. ; and purchasing power of
money 640, 721, 837

Wagner, Adoli, in Karlelleu-Enqutte
debates .547 n. ; on nationalization
of steel industry 558—

9

Walford 39 n., 666 n., 779 n.

Walker, F. A., on Captains uf Industry
169 ; on protection in relation to
combination 526 u. ; and the Amer-
ican census 831—2 n.

War, and economic progress 2, 87—8 ;

effect of French war on landlords
and farmers 7f<, 734—5 ; and on
England's fiscal policy 79—85 (See
World-war)

Waste, in retail trade 300; of com-
bative advertisement 305—7 ; busi-
ness checks on 366 n., 367, 368—9,
374 ; of rate-wars 438 ; in British
railway traffic 4.54—5, 486, 490 ; in
marketing coal 503, 553, 773 ; of
anthracite 531 n. ; in State manage-
ment 853

Water supply, and England's early
trade 686—7 ; a national problem
770 ; as a source of electricity 772 ;

its servieeK to industry and trade
774

Watkins 361 n.

Way-leaves, influence of 770—

1

Wealth, auil quality of life 5; and
constructive speculation 2.53 ; and
the work of the promoter 330 : and
banking; "deposits" 33<.) n. ; in re-

lation to well-being 527 ; and rights
of property 659 ; in relation to
money 704, 713

Webb 691 n.

Weber, Adolf 343 n.

Weber, Alfred 27 n.

Webster, Jenkinson, on oo«t acooni
610 n.

Wedgwood, B., on use of ton-milea
statistics 824 n.

Weeden 758 n.

Weld 796 n.

Well-being, sacrifice of material weal
to 5 ; and routine work 152, 38
large and small businesses in relatii

to 175—7, 249; and monopolisi
ptolioies 180, 405—9 ; and oonstrt
tive speculation 253 ; influences
scientific management on 388—9-

in relation to sectional interests 39
620—1 ; and fall of rate of interr

408 ; and the price of staple grai

777
Westerfield 50 n.

Westphalian Coal Syndicate 5.52—

6

" What the traffic will bear " 404—
461 ; illustrated by a ferry 425 ; f-

valuable freight 430 ; in relation

Shipping Conferences 435 : and i

railway traffic 819—20 n. ; in ret«

trade 794
Wheat, trade in 18th century 6;

in relation to wages 78, 8'i

protection and price of 82—

:

733—42 ; movements in its prii

after 1849, 83 n. ; variations in i

price in France 109 n. ; a pionei

crop in America 144, 759—60; E:
change 258—63

; grading of 259 n
its price in Middle Ages 692—3 n.

prices and harvests 734 n., 739— 4(

trade during first half of 19th cer

tury 73.5—41 ;
price of in varioi

countries 741 n. ; inelastic deman
for 778 ; local variations in its prit

778— MO (See Grain)
Whitaker, 688 n.

Whitley Beport, inrelation to Scientifi

Management 393; 643—4, 645 n.

Wholes? le dealers, services of 278-
80

Williams 473 n.

Wood, and iron in shipbuilding 90
Wool combing, generally worked l\

powerful firms 231, 59,5, .597—8
Woollen and Worsted industries, pin

neers in organized transport aiii

industry 49—51, 57!l, 687—9; stand
ardiziition in 56, 231—2, 785—1)
decay of in Norfolk 691 n.

Work-Fund 640—1
Working class, and education 4—5
96—8, 351—3, 636—8; and techniea
progress 212—3, 640, i;41, 646, 64H
ownership of factories 319—20 ; an^

scientific management 388—94 ; anc
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fall of rste of interest 408 ; and car-
tels 570—4 ; and supply of business
power 359, 646, 845—6; and Pro-
tection 83fi—7; and railways 788.
818—19 (See Labour)

" Works Committees '' 398
World-war, reveals national need of

science 99, Iky ; its demand on
standardization ind specialization
224—8, 593, (Ul—2 ; in railway or-
ganization 491-2 ; on fiscal policy
519; and wages 641 n., 643 n.—
4n.

on navigation of riversYarranton,
40 n.

Young, Arthur, on large and small
farming 52 u. ; 61 n. ; on French ser-
vants 115 n.; his dictum 735 n. ; on
Settlenitnt Act 721

Yonngnian, Dr 361 n.

Zeiss works 353—4, ,360 n.
Zollverein, App. ndix F; in relation

to British Kmpire 124; in England
and France 726 ; and German pro-
gress 123—4, 752-3
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