


















































































































































































































































































































































































































































































































































MARKET FLUCTUATIONS, e

the average price for the day would be about 515, and the total
+mount sold would not differ far from 700 quarters,

Thos the Normal price of corn varicsirom one agze to another
snder the slow action of economic changes : meanwhile in each
wge the average price hetween successive harvests varies rrom
vear 1o year, owing to the talure of producers to g
sepply of corn to the demand for it s and the daily price mcach
varket is swaved buackwards and forwards v either side of the
sverage price for the vear by tne calcuiatons and bargaininges
of dealcrs.

In the case of corn the demand is pretty well knawn hefore-
hand ; and tire rapid fluctuaticns that accus in its prce from
week ta weck and from dayv to dav, are chuerly due to imperfec-
tions in the estimates that denlers form of the stolks in existence
at any timie, and to changes in their forvoasts of the coming
tarvest. There arve many other things, such as coal and iron,

tee prices of which fluctiate from day to day chiedly in conse-

caucnce of the estimates that dealers form of the present ancd
conung demand for them.  Bur whatever be the nawre of the
calculation by which the bargainings of dealers are ohiefly
soverned, these bargainings, excert whena dealera combine to
seen prices artificialiv high, tend to make the imarket price such
or o oeguaie supply and demand in the market,  ‘That is they
~:afl to make the price such, thas the amount which people are
Alng wo orfer for sule in the maker at that price s just eqnal
: amount which can find purchasers at that prize in the
ket

§ 4. Let us next consider some fluctuatrons of price that
duse from the fallvre to forecast changes indamand.

A change of fashion often makes the Market price of snmue
kinds of miterials very much higher or very much lower than
dielr Normal price. A manufcivrer who s quick inoreadme
Ceosigns of the times, and antizipates G counng demand for
> of a particuiar kind, makes Targe protits, Burin this case
Ay can be adjusted to the demand vervrapidly y and tb

crefore
e prize cannat casily be raiscd much by an increase in demand
caless itz very great and sudeden,
~ Bt §vis otherwise with houses, the supply of which cannet
woguickly increased to meot a new demand; their value
ses and falls with chanzes in the prespericy of ihe piace m
“hich toey are. When Berlin became an imperial city, there
was o great demand {or house room: house yonis rose ox-
agantly, and hod-men earngd in a day more wages than
sarzultuial labourgrs carned inoa wevk, On o the oiher band
te2 vilug of bhouses falis very low in places (rom which popu-
inion is receding, There is more than one place in \menica i
which 4 town of 20,000 inhabitants has grown up in a year, but

M. 11
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in a few more vears has been deserted, and the houses in it
been left valueless. fn some Cornish villages which have bee:
deserted by their mining population, and in some other parts of
England, houses can Le bought for less than half of what it
would cost to bulld them,

§ 5. Prices are liable to great fluctuations in trades in which
there-is a great use of Fized capital. For when prices are a
their Normal level, the price of goods not enly returns with
interest the manufacturer’s outlav for raw material and labous.
Dut also gives interest on his Fixed capital with an allowance
fur its Depreciation, and pays his own Earnings of Management
As lung as the price pays him back whar he spends in ran
naterial and labour with interest, his desire to keep his work
men together, and to keep up his trade connexions may induce
him te go on. Thcrefore, the more Fixed capital a mane-
facturer uses, the stronger are his inducements to keep hi-
factory at work even after the price of his goods has fallen a
long way bhelow their Normal value, and thus to force dowu
prices further stil,

Agdin, most of the ¢opital that is Fixed is also Specialised,
The capual for instunce that is supk in opcning a coal mine.
catnot be withdrawn from it when the price of coal falls ; and
a prudent capitalist will not be induced by a high price of cont
to invest money in coul mines, unless there is reasen to expec
that the price will Le sustained for a jong while. The price of
coal may therefare rise fir before any attempt i3 made
increase the supply by opening up new mines ; and even afte:
that, a censiderable time will elapse before the supplies frum tl
new 1ines can exert anv influence.  Coal mining reguires als
a great deal of Specialised Persenal capital; and a sudden in-
crea-c in the supply of coal cannot be got without suddeniy
increasing the number of miners, Men whoe are not familin
with the dangers and dizcomforts of underzroynd life, canne:
Le atiracted 1o it excopt by high wages; and sivce their labow
is at freg very inefficicut, the wages paid fur rajsing a ton of cout
are very much higher than the Normal wages of the work
And therefere the increased demand is able tw raise the price m
coal very high without calling forth such an increase of suppiy
as to force the price quickly down again.  On the other hand
when the demand for ceal falls ofi, the Material and Persona.
capital that is specialised in coal mining keep up the supply.
and the price is forced down very Jow. The use of ceal o
domestic purpeses varies but little from vear to vear; the amount
of coal that 15 wanted for making stvam varies a litte more;
Lut by fur the most important vanations in the demand for coa:
are due 1o its use in the manufacture of iron.

§ 6. There are great fiuctuations in the price of iron, partly
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bicause a rise in price dees not increase quickly the supply of
ihe coal and iron ore, and of the Fixed capital that are wanted
in its manufacture ¢ partly because the demand for iron s
subje it 1o violent changes, in conscquence of its being chiefly
vsed in making machines, railroads, and other fonns of Fised
capital,. The demnand for Fixed capitad is Bable to more ¢x-
treme fuctveations than the demand for commadities that are
wanied for immediate consmnption, and the trades which make
Fieed capatai are more afferted than any sthers by aliernations
of commercidd prosperity and adversity.  For while credit s
expanding, the extia purchasing power which credit gains goes
chictly to traders and trading comypames, whe, whetber they
want it to begin or to extend their business, are sure 1 spend
a great part of it on machinery, buildings, ships, milway
material, and asher forms of Fixed capital.  wn ihe other hand
where credit is contracting many find their means of purcha-ing
altceether cut off, while those whose means are not straitened
do not eare to invest in Fixed eapital until they think prices
have nearly reached their turning point,

The price of piz iron was donbied, and the price of seme
kinds of coal was quadrupled in the vears 187¢-—1873, brt now
their prices are lower than in 1870 1 the wages of Iabour in the
iron trades rose filty por cent. in the years iI8;o—r1873, and have
agaii. fallen © and smilar changes have occurred with cach
flucteativy of general prosperity, The price of ivon i England
and ather courtries rose more rapid'y than almost any other
prices in the vears preceding each of the erises of 1837, 1847,
1857 and 180605 and it fell more rapidly than most other prices in
the vears following erch of these cilsesy eo thul not only the
Prict but aiso the value or general purchising power of iron
rose il (el at cochy of these perieds, Nearly the snme may be
=aied of the building trades as of the iron trades, the wages of
navvies amd of-mazens, beickiavers and carpenters have risen
raptely bofore, and falien rapidiy afior. aimost crery enisis

Insome petinds of commercial dopression almoast the only
vl tor Fived capital comes from mannfacturers whodi not
1w cluse their works for aiterations while trade is brisk;
Tt whin, when trade 15 siack, wnd the prices of building end
mathinery wre low, take the opportunny of making such exten-
<ok and repairs as mav enabie them o nrene by the revval of
cwhen it commes. But this domaend o5 rot nearly sufmciont
ta ouake up the defwciency that arises fiom the gereral contrac-
ti of evedit, from the fatiure of ol ez and public companies,
cin the wosenics af tew comps
present depression of trode cen accompanied by o
great fallin s off of IZnglund’s exports, but 71t by a conespondiny
diminution of her imports, This is partiy due 10 the fact that

v\i\ ..
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Englishmen, having sufiered great Josses in foreign invesiments,
have been bringing home a great deal of their capiral from
abrond. When Erglish capital 13 lent to foreign countries
rmuch of it is generaiiy spent on railway hines amud machinery
that are bought in Engiond, This was especially the case
the viars of prosperity that preceded 18734 and the subsequen:
decline of Englacd’s exports injured the iron trade nove than
vther Englisb trades, Bur it did not affeet the bailding trades,
because they do not make things for exportation.  On the other
hand the capital which Englishmen brought home could not be
invested here without leading to a demand for building in
various forms, and s0 sumewhat sustaining the building trades.
This explains why it was that after 1873 vrices fell very rapidly
in the iron trade, but were kept up for a long time in the build-
metrades.

§ 7. One cause of an increaze in the demand for a comn-
modiiy is a failure in the supply of something for which it canbe
substituted.  Thus the failure of the supply of catton duriag the
American war increasad tiie demand for weol. Again, one
cause of an increasce iu the supply, and consequent fall in the
price of anything, is an mcrease in the demand for something
that is produced with it.  The prices of the gas and the coke
that are ¢ot fromn a 1on of coal. mnst together be enough to
cover thelr joint Experses of production, f the Jemand for ga:
rises, more coke wiil be praduced, and its price must fall, s
that the increased supply may be taken off the market. The
rise in the price of gas must be sufficicat to cover this fallir
the price of coke, and alsc to cover the increase, if there is any.
in the joint Expehses of production of gas and coke, Agair,
since the repeal of the Corn Laws much of the wheat consumed
i England has been imported, of course without any straw
This bas caused a searcity and a consequent rise in the price o
straw, and the fanmer who grows corn looks to the straw for o
great part of the value of the crop. :

The valne of straw then is high in countries which impor.
corn, and law in those which expurt corn. In the same way the
price of mutton in the woel-producing districes of Ausiralia was
at one tiwe very low,  The woul was exported, the meat ba
1o be consumed at home; and as there was no great deman.
for it. the price of the wool hud to defray almost the whole ¢
the joint Xxpenses of production of the wool and the meat. After
wards the low price of meat gave a stimulus to the trade o
preserving meat for cxportation, and now its price in Australi.
15 hicher,

Similar remarks apply to that part of the Expenses of pro-
duction of a thing winch depends upen transport, whether o
the raw material to the place of manufacture, or of the finishc.
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commodity 10 the place of sale. The expense of making and
keeping in repair roads and railways is shared among the
different things that pass over them. When the discovery of
sines in a district leads to the making of railways ta ir, the
ingabitants at once find that they get a higher price for every-
thing that they praduce ta be sent away to distant markets, and
that they have to pay a lower price for things which they buy
frem a distance. Again theexports from Inyrtand being less heavy
ang hulky than those from America the competition for {reights
from England is o grecat as to keep them very low, and thus
to throw the greater part of expense of wurking the ships on
the freight of goods from America. Anyincicase in the Ameriean
demand for the heavier and hulkier kinds of English goods
increases the competition of ships for frcichts from Awmerica,
and so tends to lower the price of Amwerican goods tn England,
Again, if a commodity which is ieavy but not bulky, is exported
12 the sume ships with another which is bulky but not heavy,
the fre;zhts which either of them has to pay may be very small
ar very great according as the demand for the other of them is
very ureat oF very small.  For instance, ships whose chiel
carga cunsists of iren railz, often carry light Siaffordshire
potteries for very low freichts. And tin 15 brought from
Australia in wool ships as ballast, almost the whole expenses of
the ships for the double journey being borne by the wool @ but if
the production of mineruls in Australia were to increase, and
that of wool to decline, the wool might be carried for very low
freivhes,

§ 5. When an increase in the demand for a commodity
ralses its price, the gain at first goes almost entircly nito the
hands of the manutacturers. But soon their cagerness to extend
their business leads them to comprete with one another for the
hire of laboar, and gradually wages sise till a large part of the
ain 13 trensierred from the employers to the employed.  Con-
versely when the demand slackens and the price of the commodity
iails, the burden of the fall s at rirst borne entirely Ly emplovers ;
}{ut sradualiv it is in a great wmeasure transferred from them to
ine crapioved. Themanner in which wages rise in the one case
and fail in the other, and the distribution of the rise or fall
amans the various classes of workmen who are employed in
producing the commedity, are a good deal influenced in England
at the present time by trade combinations ; and they will be
most conveniently discussed at a later stage.

Bat it may be noticed here that movements in wages almost
always follow, and scarcely ever occasion, movements in prices.
A rise in vrice is occasioned by an increased demand : after a
ume wiges rise; still the demand increases, and still the
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price rises; but the further rise in price is oceasioned as the
first rise was by the fact that demand has increazed more
rapidly thansupply.  Itis true that the rise in wages seemed
to ph y samne part in sustaining the upward movement of prices;
fur i1 wages lad remained ln.\. and the whoele gain of the high
prices had zone to profits, capital would have been attracted
mia the trade mnre ramdly, the supply would hive mcreased
farer, and therefore piices would oot have risen so much.
But stili cach rise in wages is caused direclly by a rise in price.

The upward mavement in wages is ‘\CE‘ll(‘L]\ everso g tin
proportion as the wpward movetent of prices, and th. e

scarcely ever so great as the upward movement of the Fanings
of \hlﬂthment One cause of this is that the rise in prine yoes
in the first instance, as has just been 5 cptire’y intp the
pockets of the emplover: and the yisz i seldom begins
until the rise in profits has called forth inerensed competition
among employvers.  But another cause is that a great deal of
risk s invelved in bringiie additional capital into a trade to
mest what is net unlikeny to be only a temporary incsease in
demard ; and part of whit appears as a tise in prefis is really
orly insurante aoainst this -k

Tn just the sape way when the demard slackens, prices
hegin their downward movesent firsty the fall of wages begins
later on gt is accasioned by wnd §s not the causc of the fall in
prices; and the foil in price and the consequent fall in profits is
much greater in prepertion than the fzll in wages. At such
times indecid there is often no profit at all, but o greot loss of
capital.  This loss may e unequally distributed wmong the
varivus produccrs, bui takinz trade as a whole, it may be
resarded as paid out of that insurance fund which was got
tagether in times of high prices and high profits,

C$9. When the wages of any © lass of labourers have been
raised by a nise i the price of the commodity preduced by
them, the rapic wiith which an addidesal supply of labour
contes intv tue trade depemds on the relation in which these
wages stund ta those of aher trades,  If the wages in this trade
are ahnormally hivh ro'atively to others, the rise is Jikely to
atiract so much additional © our, 25 1o prevent the upward
movement of wazes from going very far, amd o make them fall
fast and far when the time of dcpu:sn)u comes. On the other
hand, if, before the rize came, the wages were helow their
Norinal leve! relatively to other trades, the rise may go on for
a lony time without bringing in much additional labour, and
whatever rise is gamed wit pro]mbh be mainiained.

Thus we see how the Law that Normat value is determinec
by Normal Expenses of production is copsistent with the fact
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that market fiuctuations of value are the cause and not the con-
sequence of market fluctuations of Fxpouzes of prodoction.
If Ricardo and Mill had taken more pans t0 ake eloar the
disrinctions hetween the theory of Normal vahie aowd that of
Marke: value, there could not have baen e muack conivsversy as
there has been on the question whetier valuz B goverred by
Lxpeuses of production, or Expenses of production Ly valued



CHAPTER 11T

LOCAYL YVARIATIONS OF PRICES AND WAGES., INFLUENCE
OF CUSTOM,

§$ 1. WHBHEN secking for the Law of Normal value of a com-
modity, we noticed that the same commodily may have different
Normal values in diffcrent markets, Its Normal value in any
market is cqual to its Expenses of production there, and among
these is 1o be reckoned the Expense of carrying it there from
the place at which it is made, including of course any cus-
toms dutics that have ta be paid on the way. Thus the Law
of Normal value contains in itself the following Laws of Loceal
Variation of Normal prices:

if two markets are supplied with a commeodity from the
same source, its Normal value is higher in the more
distant (or less accessible) market by the difference
between the expenses of carrving it from the place
where it is made to those markets,

If there are two places in which a commodity is made fo-
sale in the same market, s Nonmnal value is lower in
the more distant {or less accessible; of these two places
by the difference between the expenses of carrying it to
this market from the two places,

Thesc laws take it for granted that if the difference between
die prices of a commeodity in twe markets is greater than the
cxpense of carrying it from one to the other, some one will ser
to work to bring it frein the cheaper to the dearer market
They assumz that there are men connected with these marke!.
who have the vapital and the business habits reguired for th
work; and that the demand tor the commodity 1s on so gres
a scale as to make it worth while to organize a taffic in tt.

These ~endilions are fulfilled when the coinmodity is one ir
gener: ' use, and when the markets are large towns in close com-
mercial intercourse with cach cther; local variations in th
wholesale prices of the staple wares of commerce are, with «
few exceptions, to be attributed to ditferences in the expens:
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of transport. The most important of these exceptions occur
when some producers are very anxious to force their way intoa
distant market, The competition of others who are more
advantageously placed for supplying this warket may induce
them to sell at a price so low that, after allowing for the
expenses ot carriage, it does not afford them the ordinary rate of
profits ; while perhaps they make up this deniciency by com-
bining with one znother to sell at a high price in their own
markets, Thus for instance English manufacturers sometimes
sell goods in America at a price which, after allowing for taxes
and expense of transpert, is lower than that at which they sell in
England ; and some American goods, such as sewing machines,
are sold 1n Camada at a lower price, allowance being made
for the customs duty, than in the United States. But the
tendency of competition is to remove anomalies of this kind by
Lreaking up local combinaticns, and compelling the producers
to seli in the home market at a price equal 1o the Expenses of
production of the commodity there.

Where there is no organized traffic, prices are not deter-
mined by free competition ; their Jocal variations arc not go-
vered simply by the ahove laws.  Some account then must be
given of the loczl variations of the prices of things that cannot
casily be sent long distauces to market, and of retail prices
generaliy,

&2 First among the things whiclk cannot be sent to market
is land. But railwsys now enable manyv kinds of agricultural
produce to be sent great distances te market; -and thus bring
them under the Laws of Local Varialions of Normal prices,
And since the rent of land is the excess of the price which its
produce fetches, over the expenses of raising it and sending
it to market, it follews that, if land were always let by free
competition for agricultural purposes, rent would be brought
under the indirect mtluence of these laws.

And the value of lund is in a great measure determined by
its rent.  For suppose the rate of interest for safe invesiment
were four per cent., so that people could obiain a secure in-
come of £1oo a year from the investment of £2500. Then if
rent were the only advantage which land gave to its owner, and
if rent were not likely to nise, people would be willing to pay
just L2500 for land that would yield them a secure rent of L1006
a year. DBut when people buy land they often look forward
to a rise in its rent.  The opening up new ficlds for agriculture
in America and increased facilities of transport may indeed
check the rise in the value of agricultural produce, and =o
check the rise in the rent of English farms; but the rise in the
rent of land near large towns and in manufacturing disiricts
seems likely to continue without much interruption, This rise,
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in as far as it is caused by the growth of population and in-
dependently of any action on the part of the landiord, has been
catled an “*uypearnud increment ™ of the rent of Iand. When
this has been estitnated, the amount that is added to the value
af the Lind on account of it, can be found by a simple arith-
metical caloutation.

But this is an incomplete account of the causes which
determine the value of land, For firstly, even where compen-
tion is perlectly free, allowance muost be made for the other
advantages which land affords besides the right to receive its
rent. Some people derive a pacnliar pleasure from the owner-
ship of land; chey love their land as they love their dogs, and
they are as willingy to pay for the zrauticstion of their atfectinn
for the ene as for the other. This feciing, and the social position
which land gives, raise s value turther stille ot the amoun:
of this last additon depends on tatinng: character and on social
arrangements which vary from one country te another and
rom one time to another: and these variations ohey no law,

Secondly, the rent of land is seldom determined by perfectly
free competicion.  The comfurt ef ihe Jandlord, the social posi-
uon which counts for much in the value of his land, require
him to live on cordiil terms with his tenants ; and he is seldom
anxious to drive hard bargains with them. The competition
for a farm iz often practicaliy limited *o a few fanulies in itg
neighbourhiood, or rather, to these who get om well with the
jfandlord in personal and social amd political natters ; and the
fandierd wauld oficn find 1t dificult, even i he were inclined
ro do so, to cxact the highest rent which the land could Le
made to pay.

On the other hand it is true now, as it was in Adam Smith's
time, that “upon cquai or nearty equal profits men will choose
to employ their capitals rather 1n the improvement and culti-
vation of Lad than in manufictores or foreign trade” In
some purts of the country, in which landlerds grant tong leases
1o thuir tenants, and enable them to invest their capial securely
in the land, competition raises rents so hivh as to make the
farmer's rate of profits lower than that in zlmost any other
trade,

§ 3. The bindrances to the free play of competition in deter-
mining the rent of land are relics of the past. In tue village
communitics of our Germanic forsfathers;, and in the similar
commurniies that still exi‘t o India, we fiid no such thing as
private property in land ; the price of land is not ruled by com-
petition, because it has no price,  Custom determines the prices
of many thin s that are made and sold in the village. It 55
chiefly in the case of those things which the wiilagers tuy from
cutsiders, or which they make to be sold to outsiders, that price
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iz fetermined by bargaining and] free competition, and is affected
at ence by cconomic changes.  An infox of precious metals
into the country would rase the price of these things at once;
but for a long while it would hardly affect the prices of many
irmws that cach village made for itself.  Tn the course of time
- the villngers would find that they carned tiuch more
- things 1o bz cent away and suld at the new high
n by makmfr thinzs to be sold sor use at home at the
ahd cas l\)l’ﬁ.l"r prices.  Thev would slowly seek the more profit-
shle work; the things wanted for home consumption would
oeoome svarcer, and in spite of custem their prices would
vraduaily rise,  The more secloded a village was, the less trade
¢ had with distant pluces, the longer woald it be before its
arices were afiected by the influx of 1 the precions metals,

The inflacnce of custom has not vel died cut in civilized
ceantries. In agricultural districis there are o any villeges which,
at all events untif quite recently, have had scarcely any inter-
ceurse with the rest of the country,  Defore the deveiopinent of
railwavs, towns drow most of their supplies froin the country
Iving tmunediately areund them, and the remoter districts often
did not feel the indfluen: e of social and economic changes in the
iife of Cie towns until more than a gencration afier they had
wveeurred,

Habuts of enterpirise grow slowly, Those parts of the country
which till vecently had scarcely any communicatinn with other
still shew liije cagerness to avail themselves of the

aits that iwre now within their reach of sending their produce
to distant markets. Dut they are Leing roused frome their
lethiryy by the enterprise of townsfolk who arc organizing the
£4 ]}JI\ of uJ. rv produce and other perishable things {fromn remote
i 1310 large towns, The 5lugg1:nm:5 of some farmers, their
..m‘.h‘ilL.'«"‘ w0 read pewspapers connected withy thaw trade,

bits of suspiciaus seerocy tuwards one another, pre-

ane their L
vent Wi being A uniform wholesaie price for dairy produce ;
and i often happeas that wwo farmers living side by side sell
m_eu- mili at unequal prices.  But compctition is mwch more
cleciive tian it wsed to Le: ®beef, mution, veal, buiter, eggs
qml souliry for example have risen aboat twenty-five per cent,
2 the Lundor markey, but they have tisen a hundred per cent.
abave ther rates o fow years ago in the inland parts of Ireland
and Scmhnd un the pow hines of railwayv.  The cominon price
of meat in the towns in the interior of Ireland befure they were
connected with the ports and the English market by railways,
was from 3l 1o g o pound, and now it is from 74’ 10 841"
An interesting exampie of the more imtimare relations in

V Chifie Leslic’s Zasayps on Doliticald aimd aaral Phifososiyy pe 277
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which the rural districts now stand to the towns is found by
comparing the way in which the new supplies of the precious
metals distributed themselves over town and country after the
discoveries of American mings at the end of the fifteenth, anc
in the nineteenth century. In the former case two centurics
clapsed before the full effect of the new supplies was felt all over
Furepe. The new silver yemaincd almost entirely in a few
towns and commercial centres, “prices rising enormously in
l.ondon for example, while whaily unaffected in parts of the
Highlands of Scotland and of the West of Ireland, and but
little affected even in some parts of England not far from the
metropolis?”

But now it is the country districts, those which have recently
been opened up by railways which have absorbed the chief
share. A good nstance of this is 10 be found in Germany ; for
whils some parts of the country have recently gained good rail-
wayv communication, there are vast tracts which are sill very
little affected by the new means of transpert.  New supplies of
<old have pourcd in and the banking svsiem has grown rapidly;
and just before 1373 prices rose generally.  But while the change
Was very great in some parts, it was very httle in others ; and
Mr Clitte Leslie, after a carcful study of price lists when the
movement was at its height, concluded that the immediate effect
of the change was on the whole not to diminish, Lut to increase
tocal inequainies of prices, 1la divided Germany into fow
monetary regions, and found that prices remain very low i
places in arrear of the world's progress in respect of their inears
of locomation as in other respeais; that they have risen con-
siderably in places communicating by steam with good markets,
but not themselves the sites of much enterprise or possessing
any special artractions; that they have risen rapidly in places
which unite the best means of communication with local activity
ot considerable resort from without ; and most rapidly of all
in those places which besides having these advantages, lie near
the traftic and movement of western Europe®

The special causes which affect retail prices will best be
considered in conuexion with Jocal variations in the earning-
of retail deslers. And we now proceed to enguire into the local
variations of wages and profie.

4. Adam Smith teils us that “man is of all sorts of
luggage the most difticult to be transported.” .And Brentane
coes to the root of the matter when he savs tuat what dis-
tinguishes labour from all other wares is “the absclutelv in-
disseluble ynion between the labour and him who offers it for

L Cliffe Leslic's Essays on Pelitical ard Moral Philosophy, p. 327.
¥ L.po33n.
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aer of a commodity generally cares little whm:e,
1 ke sells, so Jonyr as he gets the best price for it
dtogether Gilerent with the labourer. During the
s for which bz has sold bz fabour, he himsclf must be
C.ace, and with these conpauens, and subject to that
wiity, which the emplover may prescribe; and when his
wark ts over, he is still confined to the wo0 iery of those who live
in the neishbowhood of his wark, He rifuses therefore to
leave his homs in search of hizher wages, unless he expects
dese wages to componsate him not enly for any discomforts
that his work may bring, but also for the separation from his
nd. and relations and from the fiunihar scenes and associa-
Jons of his native place. It has already been sud that in
cerkoning the Net Advantages which drow men to an occu-
patioy and exert an influence on its Normal w , account
vreat e otaken of its incidenal comforts, of iis henlthiness. its
liness and its social repute. It must now b oadded that
chong tle Net Advantages which bind o wasn to an occupation
on particvlar place, and so influence i1s Market wages,
s ‘-le(rnal friendships and affectors and old associations
Lneny the most important, 1t s te this. no less than
g m’h) and ignorance, that we uust ascribe the real in-
vouasnties that there are {n the wagzes of the same trade in
Aaces not verv distant from one another. Dur such inequalities
often much less than they would appear if we looked at
w-wazes alone without allowing tor local variations in the
werage efficiency of lahoar,  In fact when Task-wages are
ciqual, an inequality of Time-waZes 15 no real inequality: at
Jlevents it is not one of those 1meygualities which competition
nunds to remaove,
We have already noticed how a rise in the rate of wages in
4 district may lead in the course of a generation, if not sooner,
o such an increase of efficiency that labour is no dearer to
“he employer; he has not to pay higher Task-wages than
Jare the change®  For instance, in 1770 the average weekly
w1zes of agricultaral labourers were 7y 64, in the southun
wmwt e3 of }.r."]”md while tiwey were only 65 o in the nor-
cern. The ;;;owth uf manufactares i the rorthern counties
wne away labourers from the land, and by causing a
f Tabrur has raised agricultural woges to an average
in 1850, and to an average «f 185 now. AMcanwhile
ge wagzes in the scuthern counties have cnly riscn
0 85 £ in 1350, and to about 734 now. But the higher wages
have so increased the average strergth and efiiciency of the

U gybedtergiiden, Vol 1L p. G
¢ See Bk, 1L ch. vil. § 2.



154 BOOK 1I1. CHAP, IIL § r—

northern labourer, thzt the Task-wages in G
hizher than in the South.

[3 5. In considering theinfluence of wages on th
of the labourer, we ourht of course to loak not at.
Wominal wazes, but at Real wages; that is, the 1
comforts and itsuries which wazes wiil procure for the .

But comtorts and luxuries and the opportunives of such
education as makes bright and iteligeny workers, are seneral.
scarce where necessaries are pleniiy So that the mone
wages of [abourers in different parts of the world are a bett:
measure than at first sizsht appears of the energv which the:
children are likely fo have when grown up. And Mr Brasse
asserts thiit the money cost of navvies” work, sucn as diggir
a railwav treneh, its Task-wages measured in moncy, are near!
the same all over the civilized world.  The chiel exceptior
to this rule are to Le found in new countries, and in pu.ts ;
old countrics which have recently developed groat industri,
activitv; for the cconomic condition of these districts
sembles that of new countries in m. iy striking reepects. Bot
Time and Task-wagrs are gencrally hlgh fn such places unt.
there has been time enough for them to be reduced to the,
Normal level by the Srowth of popuiation.}

[: 6. Ancther caaee which tends to equalise Task-wages
different places 15 the competition of goods moade in differen
places but seld in the sume market.

Tor mmstunce Liuglish and Belgian locomatives are sold ¢
the seme price i maskers about equally accessible to Englans
and Belgivm, Phe natural advantages of the iron wades in i
two comrics are about ¢qual and the rate of iateresi is near!
the same, ~o that the share of the price which gocs to cap:
and therefore the shire that remains te ndustry must be aboeu
the same in the two cases 5 and the earnings of Englishy an.
Belgian producers of (ron must be abwout Cqml for the sar
L.Fncn_m_}. But sinc: the average officieney of the Fngli-
rronvworker is himher than that of the Belgian, whatever tens,
to cqualise the Task wages of the two tends to muke the'
Time-wagzes-unegaal.

‘The producers of iron consist of many varicus ciasscs ¢
workers such as coal minors, iron winers, puddlers, emrinect
qc. aml empicyvers s and o it happens at any linwe that *
Task-wa oz of Thiners are fughoer i I nf‘l.md than in Ielgivre
while tine Task-wages of puduur: and enginrers are cu -Spo
gy hizhor dn Bl 1 than in Ll‘.;l md these ingualitic
wili met be directly a ed by the competition between Longie
and Beloian locountives, It hiere comes into play the move
ment {roon one emnployment te another in the same district, an.
the sclection by parents for their children of the most advan
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silel? THUATaent wi ithin their reach. These causes, as we
R ‘ablish Normal relations between the wages of
E - it is -<os in the same district.  If in England puddlers’

Lote timeabnormally low relatively ta these «f iners, while
. that p'- miners wages are abpormally low relatively to those

st - ICTS, there will be in e: ich pI‘ch lncal (havvcb at wark
e ding to remove these inequalities. And if the wages of the
various classes of workers engaged in the production of iron
Jtand i about the same relation to one anether in England a
rlm dain Belgium, then the competition of their mam..iaciuu_s
1 markets wall tend to make the Task-wazes of each
uw— Lqual in the two countries.
Uhus competizion affucts indivectly other irades. Take jor
ance the case of English brickliyers who do not compete
Lrectly with furen;ners “The wages of bricklives tend to bear
wveortain Novmal relation 1o these of puddiers in each country
2l e compisition in the uon tradz, by tending to
D the Paskewages of puddicrs 1n England and Telgium,
= oabo W equalise the wages of brickiavers, 1 the two
s, This indireet tendency towards the cquality ol Tash-
: in two places which compate in noutral markets often
stapes attention. It acts silently, but it acts always, it acts
-cervwhere, and it affect's every trade.]

§ 7 A strking instance of loeal variations of wages is
irded by the wages of women.  The migration of women is
wdved very great. Muny of them go to serviee Tar away from
o hemes and after awume wmany and settle in ther new

» and some even go to seck work in factory towns.  But
15 more bound Ly famuly ties than man 1s, and except
noshie gees out to service, she has, as a rule, less power
T CLausing the place in whicly she will work than he has. We
; see o consequence of this in the fact that many textile
<v have sprung up in iron districis ta take advantage
¢ labeur of the wives and children of the ironwerkers,
the strongest instance of the local variations of Task-
e+is ta hie found in the case of doincstic servants, Their
~ wre nising rapidly in England under the inlluence of
owing dislike 1o the loss of personal fGeedom which their
wvelies, This diclike i 50 streny 10 somie new countries
A few but wmmigrants will entor dosnestic service, and they
Soogetvery high vages; bet in backward countrics people are
“hang o do the work of servants for low wars,

Li Fraand mary womnen get low wages, not because the
aue of the warle they do is low, but because both they and
sewr vmplovers have been in the habit of taking it for crantud
that the wages of women must be low. Sometimes even when

»in and women do the same work in the same factory, not




176 BOOK III. CHAP. IIL. §7—o

only the Time-wages, but also the Task-wages of the wom.
are lower than those of the men.  In so fur as this inequality
due ta custom, it will disappear with the progress of intelligen
and of the habits of competition.  But more of it than ar fii.
sight appoars, is due to causes that are Iikely to be permane:
Empioyers =av that if o man 214 a woman are eguallv go-.
workers, tiie woman is of less service in the long run. For althou, .
she i3 generally more anxious than 4 man is to ment the o
proval of the cmployer or overlooker,—she docs not give up
whole 1nind 10 her work in the same wav as a man decs
work iz more liable to be interrupred than that of 2 man, »
she s les ilkely to cuntinue at it daring her whole life: part
for these reasons, her thoughts are occupied more about |
hame and less about the pluce in which she works than his ...
and she has on the whole iess persistence, and less judgow
and rusource in cazes of ditieulty.  Thus though the accur,
with which wamen foilow their instricctrans is very services .
i snme branc! hes of  the wark, the empleter often prelees o ba.
men, b 0 oevloct from them .remen and overlook.
as well v \v-(k ors in those branches of the business m owr
discretion 13 wontud. Apgain many kinds of work whi-h

generally regarded s 1y fhr nCC.’lH]L‘na“) require the use of 7o
physicat strength, o p(m s the working overtime in spo,

emergoncies ; and for such work women are 2t a disadvant o
Thus the gcoupatines for which women are well htted are !
and thercfore overcrowded nad badly paid. JAnd this influe
custom and general spinfon. and tauses women to be under
wiign they are doing derisalt work well

But the progress ol scicnce .'.ml machinery is opening our
women mauy new occupdiions in which very little physi-
strength is vequrad,  Telegraphy is 2 good instance of the
and 1n af] v lighter metal tradus wemen are, with the ai
machirics, do ur vark that used to belong exclusively to o,
and being paid fov it wages at all cvenats much higher than -
average wages of wouen used to be. Meanw hile the progm
of editcation s ttine woemen to do more diffzult work, ar i
making them mope roady to demand, and entployers more 1.
w grant them higher wagss for it: and it 35 much increas:
their gml:lu\ ment i the ]wfhcr pat of the work of educar
itstif.  Drejudicr, and wrades union rules, have kept themout
very fow occupativns for which they are well ftted ; but
progress of enlizhtenment 15 hrml\n\* down this oppost
generallv, and in ]ﬂmLuI.lr in that case in which it has b
most deirmental to the public weal, namely the medical tr
ment o wemen and chiidren,  The expericncr of France sk
that mu<n more of the work of business managemen: .
safely b entrusied te women than is yet done in England arn
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e s every reason to believe that there will be a gradual
-ragein the number of cases hke that of one of the largest
maost successtul brass works m Hirmisgham, in which the
. ofzeneral manager is filled by a woman.
& Local vanations of profits may be caused by local
“oimns of anterest, or by local variasions of the Earnings of
reincil. We have seen that the growth of the inodern
1 of credit has equalised the rate of mterest throughout
md ; and that a man ¢f husiness has in some respects
cor facilities than any other ¢lass of workers have, for
m,' from a place where there js a pour market for his
ates to vne where thare 15 a good market. [ts true that
~hange aof place e may fose seme capital which lias heen
e i vstablishicg o good lacal trade copneston, or in
<y bhuildings and other plant that cannot be removed ; but

= and resorees fit Lim tor learning what is going onin
antpiaces and for taking advantage of biz knowledze,  And
cone whole the Task-carnings of Mana_ieent, the earnings
wot by ability of a givem order, du not ~cem to vary very
sone plv e to another, But a tendency towards the
voof Task-vionings of Management m two places is a
“aoacy wrwwards the incquabity of the average rate of profits
oo the average ability in one of them s higher thaa o the
v good mstance of this s seen in the case of frming,
WWRere the population is vigarous and soterprising, farmers
wiirers have & high standard of cficiency and get ngh
s that we should expeet to ind that farmers’ Farn-
wgement are high where labourers’ wages are high,
s whore wages ure low.  And obwervation shews that
5 the general rule. We should aise expect to find that
2 laad s rich the population is well fed and vigorous:
hat therefore where renss are high farers’ carnings and
a.us of labour are Jencraily high, This rule 15 subpect
Sty greater exceptions than the pr(‘Cf‘L.lD” one ; be-
“the vizeur of the population and (i current rates of
s and fammers’ carntngs ave often moore arhiected by the
onorhood of manufactures than Ly the richness of land:
we Ligh in the North of England whiere the land 15 poor,
it vare low in the South of Envlaid where the land 1s
2o and again they are very lugh in new countrics where land
- got far nothing and no rent is puid. DutHowe compare
ioparis of Fuorope which are under eepally faveusable
itoms an other respects, and which are no! near manufac.
< ar nuning distriets, we tind that e rude holds fairly

: & There is however cne class of occupations in which
1 Comp. Cliffe Leslic, Le., pp. 305—370.

o1, 12
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the local variations of profits are great. The Earnings
AManagemert got by small shopkeepors vary a great deal i
one cunary to ansther,  For instance they are very low
Germany, and they are very high in Awneniea. For there o
many Germans whe have the tinle capiral and cducation thee
stnall shopkeeper rogures, and whe like an casy life. Bue
new countries these wio have a little capol hope ta work
and make thair fortunes ; o they will not keep a shnp unless th
can ot a good income from i, The ditference Levween roy
aml wnolesale prices 1s thoeiore grearor n Iingland than
{rermany, greater in America thun m [ ighand ; and as anor:
consequence of the sime caases, large (.qnt'll\ have displac.
riafl capitds in the retail trade in America more than
Fogland, and in England more than in Germany.

v WUy nest consider the question :— buw 1s it that ret
prices often differ much in ditficrent parts of the same tows
that they are for instance higher in the West-end than n
‘East-en:l of Lundon? The answer 18 not the same for o
kimnda of trades.  In trades that deal in things the sclection
which requires taste, the shopkeepers ol a tashionuble e
bouthood must be wen of taste themsches,  They must aleo -
brr wll provided with the goods that are conunyg into fash.
they must promptiv rid themselves, even at a loss, of all goo
that would lower the general chararter of thar stock; and.
they must ofler their costomers a large choice, their stock
gnods must be very grest m propartion 13 thoie sales. The
prices will alwavs le charged in such shoeps ; and hgh p
witl not deter the rich from goiny to thenm.  Bud it s dife
with shaps which seil pravisions and other goods, in the select
of which iittle or nu taste is reguired.  Thers is nothip
prevent a shopheopor who can get a wide reputanion for sc.i
urdinary things 0( a good quahty and at a low price, I~
absorhing a llr > part of the trude of his district ;) thouyh
course Lt cannot attract the custom of those who purcii.
threngh their servants and do not pav their bills promy
Such penpk will whway s suppert a apccml class of shops \\l.
high prives are charged from which to dediuct a comms
the serv ants, interest on all debrs, and insurance against
debts,

Retwil prices fluctuate Tess than wholesale prices, 1
veason of tles s that the retailer can keep his customers it |
satisfies thean that on the whole his prices are fair, They
ot watch the market elosely, they do rot know whellier In e
acparate charge be has made proper allowance for the o
teatton: of the market,  Butin large wholesale transactions ti
puwrcnaser exarines each bargain on its own inerits. In
poriant ransactivas the hzmrhm, and bargaining of the mark
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arc a At accupation for business men; but in most retail
transactions it is a waste of time and energy to bargain.

[lt is often said that the high rent which a West-end shop-
kecper has to pay compels him to charge high prices.  But this
is un instance of the error of mistuking cause for effiet, which is
ofien made with regard to rent.  If a chop is so situated that a
shopkecper who has sufficient capital and understands his
business can make large net profits in i, its rent will be high:
othervise riot.  The shopkeeper may make these large protits
i cither of two ways, If his shop is in the West-end he can
hope for custom even though his prices are high, and perhaps
ne would not much increase his sales by selling cheaply 5 so he
<harges high prices and pays hs rent out of them, 1 his shep
1500 the last-end, ke knows that he must sell chieaply, or not
selbat all; and he has 1o be content with a low rute of profit
cres time he turns over his capital: but if he is in a Grst-rate
posion he can turn over fus capital many times & year, so his
annual net profits may be very grear, and he may be willing to
pay avery bigh rent. Prices are low in mapy of the most highly
rentvd sheps in London ; and they are very high in some of the
quict streets in the fashionable parts of Londen where rent is
act very high, and in many villages where rent is very low.
Eent docs not then enter into retail price any maore than it
vhters inta wholesale pricel; but sotme advantages of situation
rause hizh rents and high prices, and others cause high rents
and low prices.}

1 See Book 1. ¢h. iv.



CHAPTER 1IV.

MOXNOPOLIES. CUMBINATIONS.

& 1. IN ecxamining market fluctuations and local variation
of prices and wages, we have so far supposed each man to
tashinn his vwn course without any special agrecment with hi-
acigzhbours in the some trade. But now we are to discus
the influence exerted by trade combinations. These may b
organized 1 formal sociutics with definite rules, or they mav
v adhere together under the infleence of custom or of .
real or supposed communiiy of trade or class interests.

1t the producers of a commodity are many in number and
“act without any concert, it is to the interest of each of them
to inirease his supply of it whenever he expects te oliain
prive greater than its Expenses of production. 50 that th
price of a commodity canaot Jong exceed its Lxpenses of pro
duction, if there is free commpotition mnong its producers.  Bu
where there is nol this free competition, where the whole of th
product.on is inthe hands of one tiny, or where itis in the hand
of several firms who combine together to Limit the supply, th
girice may be maintained at a good deal above its Normal lavel
when the price is thus kept at a iigher level than the Lxpensc
tof production of the commaedity it may be called a Monopoly
price.

A man has a complete monopoly of a commodily if no on
but himscelf can prodece it. Complete monopohes are fi
aastance confvrred by the ownership of a valuatle miner.
spring, or of o patent which prohibits any one bat s own
trom ninking a certain thing. The question which such
moncpolist Lus 1o sette in order to determine at what price I
shall sl is a very simple one, supposing Lim to consult oni
his own interest He calculates the price at which he ¢anose.
cack particalar amaunt of the comwodily, and 2iso whar th
Expunses of procucing it will be, He thus determines whe
will be the total net protits that he will make by offering it fu
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cach particular price; and then fixes his price so as to make
these tetal net profits as large as possiblel

A producer who has esmb?hhed a reputation for making
something particularly well, often has a partial manepoly. DBut
in deciding at what price to sell, he must cousider the risk that
& high price will aurzct the competition of rival producers.
oy be his best policy to secure himself in possession of his
puartizl monopaly by charging a pricc which allows orly a low
rarz of prefits on his capital; for i he gets even low profits on a

ery large capital, his Earnings of Manaﬂ(‘mcn{ will be bigh.
2. When the production of a cumnmiodity is in many
hamds a combination among dealers seidom atms at obm:nmg
« complete Tnencpoly, But combinations for raising prices by
sniting supply have been mude n every age, in cvury country,
i almost every trade. In India each trade forms a caste ;
oy itsell which is generadly in a very efficient though not s
fermaily organized combination.  Within the villages “indeert
rostom rules, bat the price which is charaed 1o Eur Opeans is
! d(.ll])f.‘rd.h.ly fized at a higher rate than that charged 1o
rives, and it is very seidom that any one ¢an be found to sell |
v Europeuan at the lower price. ’

it in a country in which there are no castes, a trade com-
“iration an any market has w contend with great difficultics, I
shuse who produce for the market are many in number and
Aavtcred over a wide area, it is not casy to form and keep
wother a trade combination.  The difiicully is greatest in
e trades in which a great deal of Fixed C'lpud] 15 used.

2o

for the combination will aits at keeping the price at ail cvents
wnnvieatly mgh to caver all the Fxpenses of production: white

My iw the interest of any mewber of the combmation to
i reasale of his goods at any price winch is more than enough
Coruurg to bim his actual outlay on them, without allowing

1 for interest on his Fixed capital, or for ather permanent
<which cannut be avoided however little be produced,

‘e more likely individual producers are to cortinue their
nuduu:un and force down prices below their Normal level, the
sreater 1s the gain which the trade as a whale may got, at the
ze of consumers, by a successful combination to limit pro-
“Hana sustaim prices,  And the trades i which much
ixesd capitad is used, are thoese in which the greatest eiforts have
en niade to form such combinations,

For instance, the Normal fares and freighis of a steamship

© 3f ke ealenlates that at a price 1, an amourt x can be sold, an
“at fur this amoeunt the premes of production would be z per vait of
G crmmedity, he will try to fix the price s0 as to make y-az g
RN TR
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company must be enough to give profits on the vast Fixen
capiial employed, as well as to cover the working expenses; bue
if a ship is not full, the expense incurred in carrying arn
additional passenger or an extra ton of goods will be very
much less than the Normal rate. And when two lines of
steamers compete for the traffic hetween two places, they often
lower their fares and freights much below their Normal or
“ paying ” rates. 1f one company is much richer than the other,
it may choose to continue this competition till it has ruined its
rival, and obtained a manopoly of the traffic. But generally i
is to the interest of both companies to agree upon a tarifi of
fares and freights; and if there is room enough for both of them.
they may make for a time large monopoly protits by charging
rates considerably above their Normal level; that is, constder-
ably more than sufficient to pay all the working expenses ana
give the Nommal raie of profits on all the capital employed.
But when the combination is made, each of the companies w:i:
be under a strong temptation to make indirect concession-
which will have the efioct of aitracting customers, withou.
openly lowering the tariff. A suspicion that somcthing of thi:
kind is being done is a frequent cause of the disruption of such
combinations. In this way a great many combinations hawve
been made and broken up 2nd made again in most branches cf
the carrying trade, but particularly in the trade between Eng
land and America, and in the American eoasting and river
wafiic. The recent history of the trunk lines, which run fron
Chicago and the Mississippt valley to the Atlantic, has been vl
of such combinations and has coptained many startling an
romantic episodest,  And the great coal companies of Penr-
sylvania and New England have at various times bound ther.
sclves to one another under pecuniary penalties not to exceed
a certain output, which is fixed from time to time by a centra:
committes : it Is more ditficult to evade this regulation than onv
which fixes the price at which the gonds should be sold.

§ 3. Next, with regard to the difficulty of excluding the
competition of new rivals from a distance. This varies much
with different commoditics. A combination of Swiss cotlon
manufacturers for instance could have but very little effect upesn
the price of cotton in the markets of the world. An agreemen:
among English cotton manufacturers to limit supply might rais:
the price appreciably in a time of great commercial activity ; bu
since every one wants to make hay while the sun shines, ever:
one would be anxious to get a large share of the abnormaih
high profits that were then being made, and the combinatio:
would alimost certainly be broken through. If on the othe.

3 See TAe Railway Problem, by F. J. Adams, junios.
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hand an attempt to limit the prodice of Lnglish mills were made
when trade was had, and many of the mills of other countries
were standing adic, the ofiect of the limitaton woold be to
set foretrn milts to work instead of Faglish; Englunds fureign
sivals wonld reap the full benetit of any hutle rise in price there
might be, and Love a larger sale for thelr coods, Moercover
such a combinatina would, 25 has fust heen poinied out, have
t3 bear a heavy strain beeause of the luge anount of Fixed
cagital employed In . The Lancashire workmon, when they

wizhied their cmplovers to limit producticn, proposed to re-
Iove this strain by agreeciny not {o work full tme for any

nplover unt] prices rose again,

3 i a commedity cannot be easily bronght from a greal
distanc, a local combination of its producers may tind it to their
aivantage to Limit the supply.  I'or tustanae, a lecal combination
of the makers of ices could fin the price where they chose,
bevause jees cannot be brousht fram a dhistance; tinugh they
prubabiy would not fix it viry high for fear of checking the
cmnsinpion. But a combinatien of corn-deaicrs in 2 place
to winch corn could not be casily iported would not be
restrained Ly any such fear; and in the Middle Azes when the
tridde in corn was not arganized, when the news of high prices
divi not puss quickly from ene place to another, and when the
ansport of heavy things by land was very capensive, o local
cordnpetion of corn-deakers often forced up the price very
Ligh, Afrer a while the price might be tovcred by fresl: supplies,
and sunie patt of their stocks nozht bave 10 be sold at o loss.
Bue 2t the worst the corn could be kepr 0l next yeary and i) as
might exsily happen, they had sold half their stocks at more
s twice the price at which they had bought them, they could
Afford to destroy the rest'.

Even now combinations among com-dealers occasionally
«ause focal disturbances in its price. A great deal of the cuin
thai {5 consumicd in Fngland comes 1rom Chicago vit Now
York: and if competition were perfectly fice the price of comn
ought ta be higher in Fogland than in New York by the expense
ot caurying it acrass the Adantie, and higher in New York than
Locage by the evpense of carryving it nearly half-way across

! See the taldes gaoted above, Book 111, ch. il. It scems, thereiure,
i MiH L miaaken when he argues. liovisg Adam Smith, that **ifa
pCoatitor Las bongnt @ gnae quantity of com, and by withbolding &t
from the marsoy has ratsed the price 1en slullings a quarter, just so
sk owili ches price be lowered by bringing at back.”  Buok v,
i § s The medineval laws and edices ayainst these who combined
et engross " the supplies of food tn particular markets, and w **retail”
or Ceeprate” them at an eattavagant price, though they certairly did
ware Lans than goad, were apt so.foykish as is often supposed.
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the American continent.  But it is said that combinations o
cealers sometimes keep up 125 price in hew York nearly as hig
a3 that at which the competition of other countrics tarces the.
ta scll it in England; and that the Chicago corn-factors ofte
succead in charging the baker as much in Chicago as in New
York.

Aaain, the price of a comimndity in a market can be arti-
ficially raised when there s a practical monapaly ot the mean:
of carrying it there.  Coal 1s cheap in places o which ir can B
easi'y rarricd by water; but it 15 gens ml» dear i an inland
place, which 1s at the mercy of a single r.ulway company.

§ 5. We may uow summarize the conditions of suzcess of ..
trade combuntmn to raise tiie price of a commodity in a marl::
by limiting its supply :-—Those who stirt the combination mu:
be able to obtain the adhesion of nearly all the traders who o
conveniently supply the market. The combination must L.
able 10 imposc sacial or pecuniary penalties on any who are ne*
faithful 1o it; and the commodity mmost be one that isn urgers
demand. so that {15 consumption will not be much checke.,
by a risc in its price.

There is a close correspondence between Lhese and the
conditions of success of a cowdination of buyers 10 lorce dow:,
prices.  The buyers who start the combination st be abue -
indizce pearly all these who froquent ibe market to join th
combination.  The comiination must be able to impose sev:
or pecuniary penaltics on anv who are not faithful o ity
the commodity must be difticole of transport, or re
be some other cause which excludes new buvers from the
market,  Lastly, the circumstances of the producers aind deaier
in it must be such that the suppiyv will not be wach cheek
by a low price.  These conditions are perhape fuindled
a few cases in which the bavers are wealthy nwrchants vl
buy the goeds for sale at a distanve, particalarly where 17
scllors are poor men, such as fishermoen, or where they belo
to unaivilised races. And they are ofien fulnlled when U0
buyers wre emplovers of Iabour, and the seilers are labouress =
an ever-peopled disuiet, who have scarcely any choice as i
their means of earning a livelibood,

$ 0. Ever since wages ceased to be fixed Ly custom, asn
begen 1o be arranged by contract, combinativis amony G
];10\'(‘1‘5 to Iover wuges have been comwon; and inoma
praces they lave had all the conditions requred for succees

Tuke iop instance the ciee of the farmers i a part of England’
which js far from all luge towns and ‘e.;ts of manufactare.
The farmers are few in nwnber, most of them have known o
enother frown ¢hildhood, and there is generally a tacit under-
standing amony them asto the rate at which they are to pay thei

i
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Laourers, Ifany of them were to hreak theeush this understand-
ing. particularly if he were to do it with the object of drawing
men away from another farmer. he would suffer in ihe esteem
of those for whaose opinion he cares most.  In fact “there is
rarely much competition for labour en the part of employers
t7u a trade in a particular place unless there be competition
for v from withoup)”  And uniess there is a manufacturing
irwustry in the neighbourhoad, comprtitien trom without seldom
malkes its appearance in an agricultuzud village,

On the uther hand labeurers are in the positien of sellers of
perishable commodities : in some cases they may lke to res
from work for a while and have a “play-d1y™’; Lur if they are
wopt long from work and wapes they all. and particularly the
rarried xmen, suffer moch froin losing the price of part of their
P Agvicuitural fabouvers seldom thnnk of secking work
sutsice the parish in which they were bern; and thus are some-
vines at the merey of a few farmers whe may perhaps decide at
aoarket-dinner what wages to allow.

Tle meetings in which farmers decide on such matters are
; 2llv fuformal, and little is known of them except by the
farmers themselves,  But we can read in any newspaper how
the Association of \West Laucashire foal Vwners ur of Thall

Manufucturers mer on a certaln dav, and voted that
should be raised or lowered 1o por evniL.; or how “meet-
femployers were Lield ar Blackbura and Preston to con-
o propasals with regard to the rate of wages made by the
hiand North-East Lancashire Association of Jaster Cottan
mers,”

Combinations of emplovers in trades that are carried on in
e rs cannot however he managed as easily as cominnations of
’ s, Tor in a town or manufacturing distiicr there is
creliv seme sort of competition from without for the Ibour
atrade, and town labourers are mwere apt to change their

ption and their abode, and 1o loek about them for the
st cecupation for their chiidren than farm labourers e, So
thit 7 a combination of umplovers succeed in forcing dewn

1

&l

[

vagesin a trade much below their Normal level, the supply of
boeat in the trade will be diminished 3 the > of the cum-
inodity will be raised by the lmitation of its snpply; and the
yers, buying their labour chicaply and sciling thei gocds
neatiyv. wild make very high profits. Each of them will have
A to gain by attracting more men to himsel e.on oat a
sainewhal higher wage, and extending his business just at the
titne when the sulling-price of his gouds is much abuve their
Ispenses of production. Very sirong penalties are therefore

! Cliffe Leslie, Zand Systems, p. 371.
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required to provent each panciaciurer fron pursuing his
own interests, and bidding .Lg.unst his rivals o IJL“ e
market.  But the s pewaities which a conbmation w
manul Wurers vl in Lpon an un{:mhfm Mt e ko
wenurally very heavy; b scldum pum {or society on
those it bis vwn trade as wach as a t.\'l.m’ does. Aad there
fore such combinations often tix 1 scale of pt.{..lﬂ.l. proaitic
for breakng the raies, : requirg from cach mecbier a bon
for the dee payment of then. duch COmDINALIOrs stem 1o it
on the whow gaming strength ; but fow of thetn are yer vers
gUreny,




CHAPTER V.
TRADES UNIONS,

$ 1. TRADES UNIoNS are modern representatives of a series
of movements that have exercised great influence over the
.rowth of the people of England, and indeed of all other
conntries of Western Furope.  For the spirit which leads the
“mnbers of a trade to combine together and cuncert action for
their common benefit, has been present -throughout the whole
veriod In whick modern civilization has grown up. The wav-
ward savage or the wandering fracbooter miny submit to some
sort of rude milttary discipline; the passive Oriental may
equiesce in government imposed upen him by the superior
caergy of a dominant caste ; but the highest forms of civiliza-
t:on have existed oaly where the people have had the energy,
the patience, and the strength of will that are roguired for a
resolute and enduring self-covernment.  These gualiies have
fen most highly developsd ameng the Teutomce races that
have peopled Western Eurcpe, and es:pecialiy among the
Loglish ; Lut unfortunateiv these races have often taken a
rorrow, almoest a higoted view of the meaninz of the ternin
“neighbour.”  They have generally been more anxious to he
trug e those whom they have regarded a3 their friends, than to
avoid inflicting unnecessary injuries on atliers around them.
$£2. We have already sern how the citizens of the Middle
Ages formed themselves into town gilds, in order 10 defend
themselves agunst the oppressions of Jawless barons. They
d¢id many noble and seif-sucrificing deeds urtil they had
achicved their freedom : but afterwards they sank into a habit
of harsh exclusiveness towards thuir inferiers.  The oppresseit
craftsmen formed themselves into gilds, whicl, after a struggle
ot some centurics, overthrew the old town gilds, took the rule
out of their hands, and governed the towns in their place for
many gcenerations.
In early times so little capital was required in production
that the distinction betwecen the capitalist emplover and the
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hired labourer bardiy existed. Each crafisman suppifed himsel!
with what Little capital he wanted, and worked with his own
baads. He was generally aided by an apprentice, whe would
i due course beeome a craftsman, and often by his own family
and perhaps one or two hired servants. Fashions changes
slowly, new Inventions were riare; his servants were generally
hired by the vear, it was to his interest to keep them employed
even when there was not a gond demand for his wares, so I
did not wuit for orders but worked steadily, and made things for
stack. “I'lie even tenour of the craftsman's life was seldom dis-
turbed save by fanines and plagues. by wars and the tyranny o
kings or barons, ‘The erult gilds fostered honesty of work and
bro'hcrl) kindness, they defended the opprcssed and relieved
the distress of the unfortunate.

As time went on the complesity of trade increased, mor:
capital was required for production, the craftsman became
small master. 1t was then ordered on the authority, partly or
the gild and partly of the siate, how many apprentices eact
master might have; how many hirsd labuouarers, and what wage
he should pay them: and how m any hours he should work
Gradually as riches increased the masters ceased to work with
their own hands and to associate with their hired servants; and
in seme cases regelatians with regard to apprentices made th -
members of a ;_,llti almest an exclusive caste.

§ 3. This social separmrion berween masters and men wen:
on steadily but semewhar slowly until the latter pare of la-
contary, when a great inpulse was Jiven 1o 1t by a series of the
Must portant inventions the worid fias known,  Between the
vears 760 and 1770 Rovhuck began to smelt iron by coai,
brmdlgy connected the rising seats of manufactures with th:
sen by canals, Wedgwoed discovered the art of makin W earthen-
ware cheaply and we'l Hargreaves invented the spinning jenny

CArkwright willized Whyan's and High’s daventions foy spinning
by rollers, and appiled water-power to move them; and War
mwvented the conduensing steam-engine,  Crompton’s mule and

“Cavtaright's power-lecin camie s Lortly after.  These inventions
tovk manufacture away fromn houses ‘and cottoges, and gave it
to facrerics and larce workshops. Armies of workimen came
togettier under the management of capitalist enployers, and the
modern Wuges-question made its nrst appearance,

[+ zevms “tha miany of the carlier manufacivrers were harsh
and uncultivated men, who mmh, a bad use of their :e\\h-
acquired pawer,  They crowded their factories with ;tppumu,ts
many of whom they tuek ﬁnm the parish with a premeum of 4
each. The facterics were so unhealthy, and the children w orktu
so hard and.for such long hours as w be senously injured
physicaily and morally, The workmen did not vet know how




TRADES UNIONS. 189

: protect themselves; and at the beginning of the present
curiry their means werc straitened by the preat rise in the
wices of fond and clothing thar was caused by an extraordinnry
o of bad harvests, and 5y the taxes and restrictions arsing
1 the great French war. A Parlimnentary report of 1806
5 that “the opuolent clothivrs muke 3 a e w0 have one-
verd more mea than they can emplov, and thus these have
stand sl part of their time”” The working men groped
gt for a remedy against therr alversitics. For a loayg tme
faey could think of no better pion than that of peutioning
i liment ta enforee some ordinances that were framed by the
r.at statesmen of the tmes of the Gter Tudors,  In particular
rged the enfurcement of two stutun s passed in 3535 and
, which limited the number of looms cach master weaver
have, which erdered that the number of apprentices in
2 should not cxcred by more than three the number of
¥ men. and which reiterated the tions thal wages -
-~ e periodicaily fixed by the Justices of the poace. The
wnst trades-unions were associations of workmen tomed \\'ilh
o purpose of petitioning parianment o enforce the
mdtheir efforts met with o parnal aml temporary sucoess.
wl though osuch ordinances probably did nwore good than
“uwmoin the times of the Tudurs, they would have nnposed
amitrable shackles on the growth of modenn mdasiey, At
2t it became evident w the unjons that thoy would look
¢ vdin to the government for wid, and that they mest rody, as
“e zikis before them had relicd, upon therr own ¢nergices.
rom that ttme they no longer wpproached sovernment with
copurpose of inducing it teinteriore in thddr bebalf ;) but they
wiutioned and agitated for the cuegsation of government inter-
"enee agmnst them,  Step by step the combimation laws have
en repealed: until now pething s tlewal i dove by a work-
Lan, wincl swould not be dliegal if done by anvese else. And
hiag s illegal when done by o combmation of warkmen.
-iten would not be illegal wien done by a comhination of other
cople.
Free to work out their awn destinies, the trades-unions have
mwi very mnuch on the liees fawd dewn by the old gilds. The
“dand cvil of the gilds, their individual seli-sacniice and
wir class selfishness, are ropraduced in madern unions.  And
ey o matiers of detail there is scarcely a single regulanon
' the unions to which a paraiiel cannot be found in the history
siids.
Twe generations ago uniens were chiefly managed by

! PLilip apd Mary and and 3cd, cap. 1e; and Elzabeth sth. ¢ 4.
et Dremano on Gidds, pp. 99, 103
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i;norant, rude men.  The law had made a crime of what w,

no crime. the agreement to refuse to work in order to obtal

bigher wages; and *men who know that they are ariminals L

the mere object wineh they have fn view, care little for -

additional cruminadity irvolved in the means they adopt.,” The

knew thai the law was full of class injustiec: destruction of 117
and praperty, when it wus wrought for the purpose of enforein
what thev thought justice, scomned to them ta have a highe
sanction than that of the law; and their moral sense became i+
a measure reconciled to crimes of brutal violence.

In mary of the smaller untons there remains to the presen
dav mnch of the Gllv and ignorance anud selishness. and
tittle af the violcnce of mrhcr times.  Dut we moay uust the
those fauits which are not now found in the largest and bes
managed unions, will, with the course of time and the ditfusie
of kunowledye, disappear altogether. It is tree that even the
best viivns do rot ahways act up to the principles of unjonisn
as thev are expounded by their most enlizhtened members
But as when dealisy with the cconomics of trade we do no
trouble aursalves to discrss at .ength the guiles of dishones:
merchatiis ; s when dealing with the cconomics of unlomism,
we ey acvept its principles as they are put into practice b
the most enlivhtened umionists. Lot us then enquire into the
constitutiuy, the reseurces, the aims and the methods of actic:
of the Lest unions of the present time,

Y 4 A union i3 an associdion of workmen in the sam:
trade.  It= principal ohjecis are .1 to procure for the!
members the best retarn tor their labour in the shape of highe
“waues, ssorter heurs of labour, and the enforcement of certai
restrictions as to the conditions of emplovyment, which coul.
‘not Le sccemphished except by mieans of combination; (2) t
iprovide mutual assurance for the members by means of pecu
niuty assistance in case of sickness, accident, death, out o
work, supcrannuation when disabled by old age, loss of tools by
fire, snd emigravon '’

Every memnber of a trade is invited to join its union provide:
he-can shew that he has complied with its regulations &
e apprenticeship, where such exist; that he is fairy steady i
his habits, and that he is capable of earning the current wage
of the district where be sceks adinission.  The ceremony
mitiation retains much of the dignity and solemn cowtesy, an
some even of the forms which it had among the old gilds.

§ 5. Onrginally unions were confined to smgle towns -
small districts, and many are so still; but there is a stror

'Y Tie Conflicts of Capital and Labour, by George Howell, ch. 1
§43-
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sdency towards uniting local upinns belenuing to the same
Sovneumcs particularly in the case of tiners, the bond
wexhon s sheht ene; the Ioeat unions form themsolves
an coviated or Federatod wnion. That s, cacly local
erming, sclfsupporting, keeping its

anev remains et
v tucds, cuniroll cd by its own ornes, directed by s own
cvsoand connmirtees, and nang 1S own pavients and
., but inoother rospects acung in concert, wspeaially in
Qallers anectng time. wages, conditions of lahour, sccurity

afe and limb, and :..,,'\1)0111::* cach other i all cases of

- xes fock-outs, or dl\pu[c.s with their capiovers
3love conpacnly differcnic wnions in the same tvade join
neme an Saadgainated  union, which has o central com-
© e of manggement, or executive, elected by the whole body.
-.amil maters fc. which the rules of the union Jo not make
e exceutive give dosisions shich are binding
seneral mecting of delvzates from the local
\\t a union has several branehes the o crdinary
iture of ewh 15 govern=d wothe cenerel rules of the
T \\‘1ch prt’:.nlJ)L what parems are to he made as
“to those out of work. o 3l not on q"jku: as help
e who are travelling in =oarch af work: 2 2aperanmig-
Qluwance; or in ©asc ol SifKness, acul'm.. or death.
neh mav not make any pavimeant our of the oneral funds
s awn reponsibility for the purpose of supporting a strike.

Tremethod of procedure wieh i view to ebtain wm advance of

-1 ru_.uctn 1 of ll:L v oy heurs, or asy other special
Tosought by othe me ‘J= rs of G given union, o brarch of a
G the reftaal of which Ly the ampleyers may lead o a
18 as follows :—The wmen cinent enginates wit hthe work-
. v osome particular shop, tirm, or place; the propesal has
12 he subimiced o the lara) branch or ledze, where it is

i-od in zli s detalls; if the motion be ¢uried by the
cers of the local branch, 1t has to be sent to the exccutive
rajon®? Iemmst be ::rq.np.‘mied by fuil ditails as to the
“wcrs of uniomsts and non-univinsts affected, the state of
~.omd of feding in the distrier, and the chunee of success.
ecutive nppruves the pruposn], it civculates this full
~wmwent, with comments of 1ts own, te every branch ; and all
s of the socl Lave equai votes in deading on it
s veted on by those who witl derive po divect benefit

he success of the strike: but who will have to pay a
te sl the strike allowance.  Lonscquenly many such appli-
08 are refused every vear.

36,
26,

:; and Appendix VI,
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Once a quarter there is & general audit and *equalization”
of funds amoag the chiferent branches. That s to sav, the
balance of the inceme of each branch over its authorized cxpen
diture is added inte the general reserve of the socicty, ant
this rescrve is diveded our among the different branchies i
proportion ta their numbers ; so thar, with the exception of a fes
extracrdinary local levies, WM the income of each branch is pal.
o the commion parse, and no pavments can be made fios
this purse except by the avthierity of the whole union. Thus
large uninn has all the strength of aw orzanized republic, i
which the most etelligent merabers are sure of having the
opinions heard, bur in which every important step is ruled 1
the votes of the whole bady., It is daly becouung more tro
that the “higgling and Twagaimag” which determine matk
huctua ons 01 WAZes, are not h tween individes] emplovers ax
wil meir, bat between a group of cmployers and a grow.,

3 6. The toral number of unionists is about 2500w o
more than haif of these ars ropres at the Trades-un:
(,O'T‘R_:s th atis now ticld every vear insowe large towp, The o,
< Cotgreescs tave a very wide range ; " Lut the
Hom s ;‘..‘mo:‘t connned o pursning the original aim of &
that of infleencing legislation in matters that specis
atfoct working men.

A propusal hus Leen made to organize a general federats
of uniony for active puipuscs @ hut there seoans 1o be no §
bhability of this being done, unless as a defensive measure
case the *“National Foderaiion of Employers ™ should beeer
stroy. Inoalmost every large town there is a Trades Cours
clecied b by the Tocud wnicns and branches of wnions,  1hey b
little pow wit they tules action in same matters of gend.
tnteresty and thoy sometimes arbiivate betwern ditferentun:
When one union wants ald from others in carrving on a st
the local Trades Council gerncraily ipvestigate the case;
either colleet subscriptions for the strixers, ur recommend th
o close th&. stethe on the best ierms that ean i ot

* Though unions do ot vt contain nearty half the wo
ing ron in the coun try, they de coniain more 1han half of
mast skilful and lmulwuu nd steady workers in abnost v
led trade.  There are no doubt ssme aergetic men, anvt
o racze themselves in Jife, who find the rules of 2 union bur
some. but peore are excluded from unions bocause they
below thie wuion's siundard of efficiency as workmen, or be:
they are unwilling to subcriba to its funds,

it may ne well o ingquhe Low it 15 that unions have
strong o hold on the he;l workmen.  Tirsily, as in the .
of the Olu gilds, mon dedight in the notivn of sell-t Ay
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-if-defence by union. The best employers admit that if the
sions never allowed their policy to be influenced by mean men
+ shirks, they would do sery little harm : ind the best unionists
Luit that if there were no unjust or harsh employers, unions
st become mere Lenefit-societies; as it is, many feel their
iy te ther unton o be a kind of patriotism.  Again, non-

wanists very often enter into a strike as heartily as unionists
. having noresources of their own, consent to be supported by
-e union; ard when the strike 13 aver those of them whe have
* honourable feeling join the unien.  Lastly, unicns get a
~erful hold on theuse working men who dread vothing so
<0 as becoming dependent on the parish,  For it can pro-
caeto maintain 4 man comfortably whenever he is ount of
ok But any provident society which did not consist of men
(E:c same trade with himself, would fail if it attempted to do
» for it could not test the truih of los statement when

\} that be could not get work at a reascnable wage.

. Nest with rcr'ard to the cost of sérfes. We may add
jer into one sum all the expenses incurred by working men
<urikes, incluwling the wares lost while they were 1die. We
oy add together “into another sem sl the wiges they have
e (t’md{y by strikes, whenever these hate been successful
unaining a rise and preventing a fall of wages.  We shall
n rLrtJInl) find that the former sum is very wach larger than
. latter, But this does not prove that sirikes cost more to
v aig men than the benefts gained by them are worth, It
ld be as reasonuble to argue that the £10.000000 which
sard spent on the Abyssinian war was Ladly spent, because
vo orought back fromyic very little booty except King Theodore's
“abrella. Whether the expuenditure was prudent or not, de-
mis on the very difficult guestion whether it was worth
11.00,000 to give one nore hing that other nations may not
o103t a British subject with impunity. And the unionists
~main that their expenditure 15 prudent because it nokes
sovers feel that they cannot lower wages or harass their men
“only without a risk of suffering for it. The function of an
415 not to make war, but to presove a sausfactory peace ;
net o praof that the army has failed of its first object.  And
oocishthere isalwavs a war party in aunion, its cooler and abler
‘niars know that wo declare a strikeisto confess failure,  The
~Ler of strikes would be diminished [ all unionists reflected
Losix vears’ work at a nse of a shilling a week is required
~fance the loss of ten weeks' wages at thirty shillings a week.
i miany strikes are not part of adeliberate policy; and
vrel the trade quarrels of the smaller unions, a8 of the gilds
vld days, have been far more often cansed by irritated
sunal or class feelings, than by disputes about wages, The

~

13
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organization of the larger unions generally enzbles them to p:
vent a persanal quarre! from maturiny {to & strike.

§ 9. et us et look ar the chiet rules in which the poll
of the untmis is embodied. The restless changes of mode:
industry make it very difficult to enforce strict regulations as
apprentiver. This 1s perhaps the most important matter wha
most unions find it best 1o Ieave to be decided by 1o
trade custom. No doubt a system of apprentceships supp
mented by a good svstem ot technical schonls, mav greatly
mote the cducation of the country; provaded that the apprent
is.put to work under a wan who 15 paid to wach him, or wi
is 11 some way interested i making him a good workman, ar
that the-~aporentiveship roles are not used as a mweans of a-
ficially linuting the numbers of those who are brought up
skilled ocoupations,  We have scen that one of the chief cau:
of the oriuin of unions wus the belief that the minsters we
flooding their fucteries withr apprentices, who, when their soms
was over, could not get emplovyment at any reasonable wa,
and perhaps a few cases of the kind now exist. But thrre can .
no justificution for such rules as that which the boiler-inak
profess tv cnforce, viz. that there shall be only one apprenticy
evory live jowrneymien, or the still severer rules of the hatte
If such a rule wore acted on gencrally by the skilled trades
England, the preportion of skilled labourers to unskilled we.
steadily grow fvss,  In spite of the improvements in the arts
production, the total produce of industry would increase
slowly or would dimini=h ; the improvement in the intelligen
and the incowme of the average English workman would
stopped 3 and compaered with other ceuntries, where such .
strictions werg net known, Englind would become poor
ignorant. It seews however that a candidate for admiss:orn
a nnien 15 schlom asked for his indenuires, even where (-
might be called for under the rules ; and thar scarcely 10,
cent. of those row admitied as members of trades unions &,
been propenty apprenticed?,

¢ 10, Trades-unions aim at cnabling the men in the tro
to barzain as cne compact body with thelr employers. 71
have generndly decided that this end cannot be attaingd, wits
their tesisting that, i wages are paid Ly time, there must b
cach district a sweimmeon rate of wage, that is a rate b
which no member of the union may work till the rale is it
and that if wages arc paid by the piece, a detailed taniff fur sv
payments musy be agreed upon,

Firstly with regard to payment &y &me. Beginners, ¢
men, and old men are ofien allowed to work for less than :

1 Howell, ch. v. § 71,
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Gxed rar2: but if the union 25 a body is to make any bargain
“hout tas day’s wages, there must he some rate fixed for the
wine as 2 ominimum rate for those wha cannot skew that they
an exceptional case. Of cowrse a speciatly able man may
carn more than this rate. This minimum is not the same
in 4l parts of the country; and some uniens publish in theis
1mll reports o statement 01 the current rate of wages in every
dint in which they have a lodge. For instznee, the car-
punicrs in 1873 repart 65 a week 2t Bamstaple and Taupton,
alvnie 28s. at Bristol, 285, or jos. at varings noarthern tonns and
. at Londen. Where the wages are high, the standard of
uiciency which a man must attain in erder to earn the current
vezes of the district 15 high.  If then a member of the union
stol cannot get 285, 2 week, lie will be forbidden 10 work
s-a there, bat tlu_ union will p'w the CXpLnEe of hiz going,
1y "Ial.nton where he will be able to aet employment ac the
rirt wazes, On the cther hand an exct‘]]tiona‘nly able car-
+ in Taunton is likely to mivrate to Liristol or London to
higher wages, By thus sending inefficient men toe places
¢ the standard of efficiency is low, and indircetly at lcast
sz enicient men te 50 to places where it is high, unions
to perpetuate, if not to intensify, local inequalities of
Jeney and thercfore local inequalities of Time-wages.
Sccendivwith regard to prece-wark, Where the work varies
vocharacwer from day o day, so that no taridf can be agreed
oo ie the unions object to the system of plece-work,  ¥or
r it the workman must be left unaided to make his bargain
s emplover for cach separate job @ unless indeed he “has
min with a plece-master who contracts with the employer
! tlie labour for deing a certain jobt  Of the two the
T ian is the mure distasicful 1o the unions; but they abject
th. However even where no tanfi can be fixed, the svstem
Co-work i making its way in spite of the opposition of the
For the ablest and strongest masters generally insist
4% necossary to enable thom lo carvy out their plans freely,
< o et their men to wse their Lest energies; and such em-
crers natursily beat in the race those who vxeld to the unions
this and other points. Where a tariff can be agreed upon,
tnions do net g;ncm]h oppose the system of plece-work.,
c-warlz i adopted almost wnjversally in trades that make
Py exportation, partly because in many of them tariffs
AL 2y be framed, partly because the stress of competition
Is severcst in these trades
N T\. -

i

Lhe
!

plan must not he confounded with the system under which
Aract is taken by a gang of workmen with cne of their
embere L act as spokesman. This ssstem is a form of co- operatica,
i d 15 not objected to by unions, See Book 1l ch. ix.

13—-2
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Upionists however maiatain that the system of piece-we:
sometimes makes men overwork and beecome prematurely o
and that it cavses work to be dope badly, These disadvantay
really exist in 2 few trades, though seldom to any great exte;
They say further thut by increasing the amount ot work do:
by cach man it decreases the demand for labour, and so low
wages. If the resistance to plece-work on this ground exter:
to all wades, it is an atempt to diminish preduction, und the,
fore 1o diminish the Wages-and-profits Fund, and theref.
it can have no other end than that of diminishing way
genurally : for there is no such thing as gencral overproductio
If Enwever it is contined to one trade, the tempaorary scareity
Iaboar in that trade may in a fow cases cause it 0 gain
the cxpense of others,  But this gain can only be tempor.
and must involve a greater injury to athers?

$ 11, Exactly the same three disadvantages are said to |
inherent in long Aowers of feborer. A man who labours habitu.
twelve or fourteen hours o day at work from wlach he gets .
en‘oyment might almoest as well not live; it is better that -
shouid work less and earn less,  Urions desire that the Norn.
day's work should be short ; and that when a man works ov-
timz he should be paid at a higher rate than for his Nom
day. This plan would contribute much to the moral and soc
progress of the world, But its general adoption 1s hindered
the fact that where it has Leen introduced, the best workin
often insist on warking overtime in order wo earn high way-
si. that an emplover whe does not habituaily work overus:
loses his best men, This i3 a case mn which the collect:
will of the union is overridden by the individual wills of +
members.

Another obstacle wo Its adoption is that a continually :
creasing part of the outlay of the cmployer consists of intere.
on Fixed capital, and a sinking fund to replace such machin
as i superscded by new inventions,  This part of his outlay
in<lependent of the number of hours in the dayv's work. 1t~
be frared that English workmen will not sucieed in obtain
more Test and recrcation without a great sacrifice of 1.
incomes, uniess they overcome their repungnance to one hov
remedy. Thut remedy is the gradual adoption of deuble sk
in trades in which much Fixed capital 15 emiployed. Mo
manufacturers admit that if they could get two sets of men
work their machinery for cight hours a day each, they o
arford to pay the men as lugh daily wages for the vight he.
wark as they now pay for ten houts, and yet make a be

! See Book it ch. i § 4.
¥ See Book I ch. i1
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vrofit. No doubt certain practical objections can be urged
aweamst the plan: for instance, a machine is not so well cared
‘ot when two men share the respansibility of keeping it in order
s when one man has the whole management of it; again, there
rwi].’ be a tde datiiculty in readjusting the office arrangoments
et a day of sisteen hours.  But emplosers and thetr fore-
wzn do not secmn to regard these difficulties as insuperable; and
rignce shews that workinen soon overcome the repugnance
which they feel at first to double shifts.  One set mizht end its
werk at noon, and the other begin then 3 or what would perhaps
lwtter, one shift might work, say, from § a.m. to 1T a.m.
ind from 1,30 pam. to 3.30 pan, the second set working from
1113 am 1o 115 pom. and from 343 P-Io. to 645 pm. the two
: +s might change places at the end of each week or month,
is not mou”h jahour tn Encland ta ailow such a plan to
¥ aipted at onee in all the worksheps and factorics for which it
« suited @ but as machinery is gradually worn our or antiquated,
+ migzht be replaced on a smaller seale. On the other hand,
n.w:i: new machinery that cannot be profitably irtroduced fur a
s bours” day, wouid be introduced for a sixteen hours' day:
Leing once introduced it would be improved on: the art of produc-
1 would progress more rapidly ; the Wages-and-predits Fund
il inorease ; working men would be able to carn higher
wiies without tempting capital to migrate to countries where
wates are lower, and all classes of society wruld reap bencfit
fooen the change.
¢ 2. Theve seem to be very few unions .. it 1ry to control
thie wmount of work that each man does. Ilut in many work-
=hops soctal pressure is brought to bear on any one who works so
iwd as to set a standard of work higher than the others jike;
il o doubt the crganization of unions often increases this
vl pressure, Again a fureman, i a member of the nnion, is
72 tu conceal the fanlts of the unionist workman, and tn give
stemoan undue preference over abler non-unionists.  The con-
L of @ braach of a uniun has sumetimes got into the hands of
i who have used 1t5 machinery to obtain full Waues lor very
li ~work 1 and though such cases arv rare, the mischicl which
T Cause 1§ pcrlnp:, greater than that dve 1o oilier kinds of
o actign which have attracted a larger share of public atten-

3. Unions are rapidly growing out of the halit of rrttening,
of hiding. stealing or durm\vm’ the tools of an cinployer
ctkman who atiends 2inst ther rules. There is 1o sign
- disuse of the habit of pickeirng u place where the men
> dtruc ki that iz of surrounding ail entrances to it with men
bininted o represent the interests of the union ; but cases of
widation on the part of these pickels are become rarer:
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they now confine themselves alinost entirely to explaining t.
workmen who may be sceking employment, the nature ani
cause of the strike.  The pickets appeal to their feelings o
class patriotism, and endeavour to dissuade them from sidin,
with the emplovers against the employed ; offering them on the
part of the union the repayment of all the expenses to whic,
they may be put by abandoning their purpose.

The leaders of the unions Lave done good service in di-
suading their followers from resisting the introduction of inm:
proved processes and machinery in many trades, particularly i
these which arc subject to foreign competition.  When an
employer displaces by « maclime the special skifl which e
have spent their lifetime in acquiring, and which constitutes thei
whale capital, he gencrally excrts himself to prevent their sink
ing down to the leve! of waskiilud Jabourers @ if this were uni
versally done the last plea for resistance to machinery wounl®
be remnoved. It is said that a union as intelligent as that of tl.
compositors is inclined to resist the introduction of tvpe-settin,
machinres. And it 35 said that lawycers, who though no
formally organiced, are yet a inore powerful body than ar
trades wnign, are not as encrgetic as they might be in th
endeavour 1o simplify legal processes.

So far rothing has been said of the ambition which sonu
unionists have to soguiate frade so as to make 1t less liabn.
to extreme tluctuations. It is quite true that if a plan for doir.
this can be discovered, working men are more jikely 1o ext -
themselves te carry it through than ¢mployers are.  Fo
employers are very unwilling to submic to the resiraint an
control that would be necessary for carrying out sych a plan
and, while vicissitudes of 1rade Uring nothing but evil to warkin,
men, the excitements and the chances of sudden gains whic
they atford have an attraction for soine employers,  Bur no such
plan has yet been proposed which secims to have any chance o
SuCCess,



CHAPTER VL
INFLUENCE OF TRADES UNIONS ON WAGES,

{ I. WE have already seen how there is a continnal contest
voween the different indostrial classes as to the distribution of
preduce of their Joint labour: \\\_ have now to inguire how
sis contest is affected by trnde oo onations. Let us neglect
sactine the conflicting intercs:s of different clas=s of hired
sur: and suppose ‘hat producers can be divided wio one
tclass of empicvers and another of ciployed. And et us
whether it would Le po:,:.b 2 for the empioved by coni-
ameng themaelves to raise wages Jenerady wi the expense
ﬁl:
¢ kuow that, other things being equal, it will he to the
nrerest of an employer to pay wages Cqu l o the net vaiue of
wrer’s wark, if e cannet get a su shv of Tnbour
iper terms, If afarmer for mat.n.cc calewines that the
Can additionad 1al ourer would add 1o the produre of his
1t repay with profits the outlay of 145 a week in
be 1o tus interest, other things being equal, to
these wazes rather than go without the cxtri assistance.
Ut othor thuga are vory ] kelv nel 1o be equal, 11 tlic current
1 ihe ;,nruh 15 125 @ week, be could not bid 14s with-
":ln;{, odinn amony his b:o!hcn farmers, and perhaps
wr the fabourers nIn:m) i his ('1]]\|n\ to demand 145
b '.L vl prevably eoffor only 125, and compiai of the scarcity
hour, The price of 12y, wiil be maintained because com-
2ionis not perfectly free ) hecause the labourers have not
sooch o ehaice as o the market in which thee sell their labour,
ant Because ¢ oV cqn“w holc. L,n:k Ih ir labour at a reserve

The dizadvaniaze vnder which Jahourers lie in such 2 case
Sle,may be seen by copsidering (b ¢ PO\'L:NII of a shopkecper
ke circumetances. As a rule a shopkorper fixes the price
~t ks gzoods; and if the custommers who come into his shop on
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one day refuse to pay that price, he waits till others come whe
will pay it.  But if at any time he were compelied to sell off hi-
goods quickly, taking whatever offers he could get, and not
holding back for any reserve price, he might have to scll thew.
at tnuch less than their real value, at all events if he had acces-
te only a few buvers. For these few might not happen to hav.
much occasion for his goods, so thar it might not be worth then
while to pay him a good price; and they might even combir.
to take advantage of his necessity, and force him to sell at o
lower price than it would have been worth their while to pay’.
In the same way, if the labourer has no savings of his own.
and does not belong to a trade combination, he may have to sel!
his labour at whatever prge the emplovers in his neighbour
hood may agree to offer; and this price may be censiderabl;
less than thev would have been willing to payv rather than g
without his labour, 1f these local agreements among emplove:
are comumn to nearly all places and nearly all trades, profits i
all trades alike may be a little higher and wages a little lower.
than if they had been determined by that perfectly frec cons
petition which is assummed in the theory of Nomnal value. It i-
true that profits could not be very much higher than then
Normal value, becavse if they were, the inducement to em
levers to extend their businesses by hiring more labour at «
gighcr ptice, would be very strong ; the tacit agrcements amon
employers would continually be broken through, and way.
would rise and profits would fall nearly to thoir Nermal levi!
But still it is clear that if the tabourers throughout a countr:
have heen in the habit of sclling their lalbour without reserve
they may have received among them a smaller share of th.
Wages-and-profits Fund than they would have got if there ha!
been perfectly free competition among cuaployers, or than the .
would have got if they had been able to offer their labour at .
reserve price.
if then the labourers enter into local trade combinations,
and refuse 2o scll their labour except at a reserve price, it 1-
quite possible that they may increase their share of the Wages
and-profits Fund, and raise wages at the cxpense of profit-.

1 If there are very few buvers in a market, it may make a gres
difference whether goods are soid by Dutch or Engli-h auction. !
a Lutch auction the salesman starts with a high price and lowers
till he comes 1o a price, say 20r., which sone one is willing to pay rath: -
than go without the thing. But in an Euglizsh auction, the safesmo
would have started with a low price. and raised it till no one would b
any higher: and il there had been only one person willing to pay 15:
and he bid 185, no bid Leyond this would be made, and the thie
would have been sold for 2s. less by English than by Dutch auctior.
See Thoraton On Labeur, 2nd ed, pp. £5, 7.
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Liut to what extent can they do this? Will their action so check
the demand for their labour as to cause a reaction in which
profits rise at the expense of wages?

§ . To answer this question we must start from the fact that
wages are lahout’s share of the Wages-and-profits Fund, which
2 1hie net produce of land, labour and eapital, after deducting rent
ondd taxes. Therefore a tise 1n wages 1s at all events in some
canger of bringing about its own destruction, if it {5 obrained
in such away as to diminish this Fund.  Now the rate of profits
13 one of many causes that govern the accuimnulation of capital;
andl a fall in the rate of profits, unless counteracted by some
athier cause, tends to diminish the Wages-and-profits Fund,
or at least to check its growth,

It is true that this dimingtion may bLe of little importance
wr some years; and meanwhile the advantage which combi-
iation gives labourers in bargaining with their cinployers, may
tossibly enable them to get so large a share of the diminished
Fond as to maintain their wages.  But theugh the effects
wiuch the fall in profits exerts on the Wues-and-profitz Fund
may he small at first, they wilt increase steadily, unless the rise
D WAYes CXCTCISes some compensatary cliect. 10 in one vear
thev cause the Fund 1o be one per cent. Iess than it otherwise
waould have been, this loss wiit have increased to two per cent.
At the end of the second year, to three per cent, at the end of the
third vear, to ten per cent. at the end of the tenth year, and so
ot While this loss increases steadily year by yvear, there will
he na corresponding increase in the advantaze which combina-
tion gives to labourers in their bargaining : and sooner or lnter
the competition of capital for the aid of lubour in production
w.il be diminished ; wages will fall, and will probably go on falling
until e removal of the cawses which checked the growih of the
Wages-and-profits Fund.

it is then clear that if a rise of wages is obtained simply at
e cxpense of profits, if it lowers profits without exerting
Any campensatory effect on the Wages-and-profits Fund, it must

! The case in the text is understated.  Even if the rate of profits
rumaired unchionged without any further fall throughonut the tew years,
e Fiss o the Wages-and-profits Fuad would increase in geometrdc,
Wt in arithmetic progression,  But farther, wages could not be kept at
rair rased level without throwing a continually increasing Lurden on
srofits; and therefore the Jdiminution [or check to the growth) of the
Wages-and-profits Fund weuld be very inuch greater in the second vear
ihan i the first, very much greater in the third year thanio the second,
< on, Further, a full in the rate of inteicst pramotes the use of
iachinery, and tends to increase Auxiliary-capital at the expense of
Wagze-capital, and thus to lower wages. An exact treatment of the
problem here indicated requires the aid of mathematics,
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be seli-destructive in the Jong run. It must lead in time 1~
such a scarcity of copital '\nd of business power that the tota
Wages-and- pmﬁtc Fund wiil he insuficient to afford high wages
to Iahour, even while capital is getting a low rate of interest,
and business power is reeciving low Earnings of Manage
ment,

§ 3 DPut it is not necessary that a rise of wages which
labourers mav obtain by the aid of their combinations, shoul:
he self destructive.  For even if it is gor at the cxpense o
profits in the first instance, 1t may be used in such 2 way as to
prevent any dinuicution of the Wages-and-profits Fund, and ¢
throw no permancnt hurden en protfits.

Firstly, if labourcrs saved as large a part of theirinceme as
copitalists and cimplovers do, 2 rise of wages at the expense o
profits would scarcely affect the arcumulation of capitall D
the working clas<es consume neariy the whole of thewr incom.
on their imumedinie wants, The wi 1003 of lidred labour in the
Uhnizted kingdori amoeunt 10 nearly £300,000000 5 or about o,
half of the total not annual income of the chuM.}. Dut the
annual savings, cven when allowance is made for the housc
and furniture which they Lay, and for their contributions te pri
vident societies, furm a very emall part of the two hundred and’
forty mnllions which are added yearly to the wealth of the
country. It is 1rue that in those parts of Dogland in whid!
wages haveloang been high, many artizans own thely own houses
and arise in wages leads o the course of time to an increas
in the will to sive, as well as in the power to save. Sull it mu-
e admitted that tiie immediate effect of a rise of wages
the expense of protits will be to chieck the growth of Materi:
capital.

Secondly, we have seen that an increase in Time-wages, if
leads to such an increase of efficiency that Task-w: \gLs are T
higher then befors, will not lower profs, but raize them.,
other wards & rise o wages almost alwars leads to an ineren-
of Persanal capital; and the increase of the W ares-and-prols
Fund depends on the Personal as much as on the Mates,
capital of the couniry,

A rise of wages may ther ta a great extent be devoted *
adding to the A werial and Perwn'&l capital of the workin.
classis, ‘...rl increzsmy their effi s and if sa spoent. it wi
nat lead o anv diminution of the W ages-and-profits Fund,
will nat Le seli-destructive even though 1t has been obtained .
ihe expense of profits in the first instance.

It oust however be noticed that in supposing the rise -
wages to increase the officiency of labourers, it has been tak:
for granted that the measures b\ which they obtain the visc:
not to any great exteat diminish their uhcwm.y. 1t has be
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taken for granted that thev do not insist on such regalations
w. b regard to appreaticeships as tend 1o prevent the number
ot skiiled labourers from increasing ; that thev do not appose
IEIPTON CTRETES in machinery, in the process of manufacture, or
in its arrangeents ; and lqstly that they are able to attain thcer
cnds \\'ithéut many sirikes.  Of course the expenac which
workimen incur in a strike must be deducted from their gains
Yefore the real value of the rise can be found, But a further
wnd perhaps more nmportant deduction must be made on
v count of the indirect injury which swikes and the fear of
iwes nflict on production.  For production is checked, and
‘herefore the Wages-and- l)rofta Fuud is diminished, by cvery-
-hing that hampers the enterprise of emplm crs, or ﬁmt makes
em design timidly and carry out their designs imperfectly :
e imore their energy 15 diverted from ther proper w ork in pro-
luCtian to vexatious coatroversics with thase wham they emplay,
will be the Wages-and-protits Funrl,
¢ conclzde then that it is not unpessible for trades unions
o cnatre labourers to obtain a gencral rise of wages which they
would not have otherwise got ; but that this rise will itself bring
20 operation causes which \\111 lower wages, and that it can-
it L permanent, unless it be obtained by inecans which du not
-erinasly hinder preduction, and unicss it be used in such a way
<% to argely ingrease if not the Material yet the Personal
tapital of labourers, and to add a great deal to cheir efficiency,
[' 4. Fhis result helps us to inweiprel the proposition:—
*imdustry 15 himited by capital’—a proposition which has been
A ured as o way of stating what hus been ealled the Higgos-
Cend ghesry. This theory hias been much misundersiood, and
seen the eccasion of many pepular fallacics. Dut cven as
ned by its ablest and most carelul exponents, it seems to
satisfactary; becuuse it rests on the assumption that all
are paid our of wealth that has already been set by as
This was first assumed {or the sake of simplicity,
than with the intention of Deing made o basis of
nic science, But from the hahit of wsing it for con-
mee, same econoniusts drifted into the habit of thinking
L writing as though it were a necessary law of nature Hlt
w20 5h001d Le p:nde1 tirely out of wealth that has been set by as
apizal. Starting from this basis they shewed that the circum-
stances of the country delermine in what proportion capital is
“iiacd into the two parts, Auxiliary and hununentor} They
+2ed the Remuneratory capital in the country it © Wages-
Fend;? and they argued that no change cowidl increase this
Furul, unless it €ither increased the total amount of capital in
Ui counlry, or caused the Remuneratory capital to increase
T tue expense of the Amiliary.
! See Beok 1. ¢h. il § 3.

1u
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When therefore trades unions claimed to be able to raise
wages at the expense of prodis, the upholders of the Wages-
Fund theory answered that the acrion of unions cannot
increase, but must rather diminish capnal; that they cannat
alter the circumstances that determine the ratio in which capiia!
is divided into Auxiltary aml Remuncratoryl; that as they can
do netther of those T.hm"s\, Lhoy cannot mcrm:c the Remunera-
tory capital which forms the W ages-Fund ; and that therefore
any rise that their cfforts may colnain in the real wages of om
tracte, must be compensated by a fall of at least equal amount
in the wages of other trades.  In fact as Ml says, “In the
common’ or Wages-Fund “ theory, the order of ideas is this.
The capitalist’s pecuniery means coasist of two parts—his
¢apital, and his profacs or income.  His capital is what he starts
with at the beginning of the vear, or when he comimences some
round of husiness operaiians @ his income he docs not receive
uniil the end of the yoar, or until the round of eperations is com
pleted,  IMiz capitai, except such part as is fixed in buildings
and machinery, or laid out in materials, 1s what he has got o
pay wages with, Ile cannot pay them out of his income, for
be has unt vet recetved it When he docs receive it, he may lay
by a portion to add tn his capital, and as such it will become
part of neat year's wages- funr] but has nothing to do with tins
year's.

*This distinction, however, hetween the relation of the cap-
talizst 10 his capiia®. and his relation to his income, 15 whol'v
imaginary.,.. His owa :ncome...is advanced from his capital an !
replaced from the returns, gars passue with the wages he pays. I
we choose 1o cail ihe whole of what he possesses applicable to
the payment of wayes, the Wages-Fusid, that fund 1 co-extensive
with the whole proceeds of his business, afier keeping up his
machirery, buildings and materials, and feeding his family.
and it is expended jointly apon himself and his labourers.  The
fess he exponds on the voe, the more nmay be expended on the
other, amd @ ire versd,”

This ia tire renson which Mill gives for wishing to intr.
ducce into the theory of wages contained in his Political Econens
“those qualitications and limitations which are neceszary ©
‘make it admiseible.”  Instead of halding that there s o cotta
yamoant of weaith deliberately set Ly to be used a5 Remunerat ot .
“capital he regards wages and profits alike as coming fruom th.
net '[.)l"()u'llf.‘ nt land, labour and ¢ apital which, aftu‘ dem th
‘rent and taxes, we have called the W ages-and.-prefits Fund @ &

1 We have seen that a fall in the rate of interest increases the use
icery and other fixe'l eapital, and therefore tends 1o ineves
1y capital relntively to Renumeratory. 1ut tise expenents of L
Wages-Find Theory seem guneratly to have overlooked this srgum:
on their wi-le.




INFLUENCE OF TRADLS UNIONS ON WAGES. 208

rgues that it is the division of this Fund inte the two parts of
vrodts and wages which detennines ow much of the produce
Hudl become Kemuueratory capital R

The difference bewween the new doctrine and the old can
Lo well illustrated by the case of imumigration of labour into
A covntry.  According to the old doctrine wages have to be
voud out of wealth thatr has already bieen set apart as capital:
sl osince the Jabourers will require swme raw material and
H.m}"lcmcnts to work with, there must be an inerease of Auxiliary
’1'1 il and therefore a diminution of Remuneratory; and there-
fore the total amount of wages got by the larger number of
tbourers must be jess than that which bas been got by the
smaller.  According to the new doctrine this result will ‘net
.-:cc-;-ssarily follow ; indeed the opposite result is the more
prolable, For the increase in the supply of laubcor will in-
vreaze the net produce of capriial and lahour, and thecefore
ize Wages-and-profite. Fund. 1t is true that employers will
Compete “less keenly than before for the hire of laboeur, partly
Lecavse there is more lebour to be hired ; and partiy because
i will answer their purpose to divert some of their means from
Firing Jabourers to previding more Auxiliory capital; and there-
tore the rate of waces will fall. But it 13 net certain, nor vven
vy probabile, that the whole share which labour gets of the
Wares-and-profits Fund will amount 1o fess than beforel

The old method of stating the wages problem led working
men o dzvard their wades as paid out of a fund of capitat
Cready stored up, the amount of which is, for the time at Jeast,
Exed ludcyumlcmly of their exuertions.  The new doctrine shews
taw their wages depend not oniy on the capital which othors
cwe stored up, bur also, and to a greater extent, on the
viiciency of their own work.)

U Cairnes {Loading FPrine ifics, Part 1L ch. i} argued’ that there
w23 no sutficient reason for Mili's changing his position. Iie bas ably
vted Mis edd theory and guarded it against same common mis-
i tlhr«h'luln, but he has neteaught the pomt of Mifs o warginent,
in ~iiewn by his gong on o contemd thal *an avrease i L =upply
abvur, when 1t is of a kind to be wswd in conjinction with ll\ul
cpial and raw material.” would cause the W -Fuml to endergo
s dimimttion 25 the number who are 10 shure it is inereasad,”

On the vtker hand Professors Jevons, Chife Leslie, Hearn and
Francis Walker, and Mr Shadwell, hove all auopted the same general
wdea that wages are the share of the produce which the laws of supply
arl demand engble the labourer to sccure (sue Jevon:' Theorr of
4 2L feoncary, secoud ed:ition, p~el'1gc w.ozeh Professor Walker
cllected some inslructive instanves i whicli it i< the .abourer wh
lends his Lubcur 1n advance 1o his <.mplwer and not the employcr who
advances his wages to the labourer.  See also Thornton On Ledsur.




CHAPTER VIL
INFLUENCE OF TRADES UNIONS ON WAGES (CONTINUED).

§ 1, W have scen that it is not impossible for labourers,
by forming themselves iniw trade combinations, to obtain
eners) vise in wagess and that this rise may be maintained.
provided ir is so used that the Wages-and-prorits Fund is ne:
diminished,  The rest pomt 1o be observed 1s that when
combination in any trade obtaing a nse of wages, this rise i«
seldom entirely at the expenge of protits; the emplovers e
alrast alwiys able to shift nearly the whole of the burden on @
athers,  Part of it fails on the cansumers of the things produee.!
by the frade, and many of these generally belong to the workin.:
classes; part Tuls on other trades which are diveatly or i
directly assogiated with this trade in tite process of prodoction.

For inscamee when carpenters by a strike or a threat of a
strike et thelr wages raiacd, the master builders seldom Tes
the chuef part of the burden. The rise is generally got who
the price of houses is rising 3 and by checking or threatening
to check the supply of bullding it causes a further ise in the
price of building: and this rise in price checks the danand fe-
building. A chaeck in the demand for building chocks the e
mand for the labour of bricklavers, masuns, plasterers, painter
and other workmen who are directly asseciated with the car
penters under the same set of employers; and also for the
laheur of brickmakers, quarsymer and others who, though noe
working under the swne employers with the carpenters, ar
indirecty asseciated with them in the work of production, Tt
fact the interests of the carpenters are related to thoese of the
bricklzyers and masons, and to thoase of the Lrickmakers an
quarrymen, in very much the same way as they are 1w those .
the nuaster builders,  In matters that affect the demand f-:
building and its price. the interests of all these clusses arc
hatneny; and in guestions connccted with the wuy in whic
this price s shared, the interests of carpenters are very nea!
as much ir opposition to those of bricklayers ard masons, an-.
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rohose of brickinakers and quayrymen, as they are to thosze of
cor beinlers. Given the price which emplovers can get tor
~ bathings, the eheaper they buy their bucks and the choaner
wooyoan get them laids the more Duldding will they undeoade,
2 the groater will e thetr demand for the labour of carpenters.
o otvee rersd afall in the wages of carpenters, other tnngs
o equal, will increase the demand for brickmaking and
CRiaying.
T take an instance from ancther branch of production: a
Ui the wages of iron-workers may induce iron-masters (2 take
wis that they woulld otherwise have refusads and this will
~ o ie prevent afall in the wages of the coxl-miners wia
Tl o theiranworks, Onothe other band a {A-l e the price
~varon has to be Dorne pavtly by the ditferent ciasses ’)f ci-
partly i the different ciasses of workinen whaose labour
nes to the produstion of dren; the greater the share that
sy one, the Jess 15 that which kas ta be baine by cach
sthers. Therets thas acontitet hetween the intercsts of the
weners and iron-wurkers which has once or twice brought
. open contlict bitween their unions; the iron-workers
7 to work until the coal-miners wouid raise the coal at a
rate,  Such feuds between uniops ore sometinwes very
i of long standicg : so that einc of the chief uses of
vietls I 1oV prevent o union from incurring the odium
v ke through some misunderstanding or petty jealousy be-
T oo sections of one trade, which, in thu end, if it had raken
yoasowenld not unly have injured both parties to the dispute,
1d also have been 1winous wo the employer, although he
s neoway coneerned in the cause of the guarrelL?
» 2o It vet this opposition beiween the interests of asso-
wd groups of workmen docs net very often atract the at-
ot of the workmen theniselies. When one greep sirikes
cuher woges, the chers give moral i€ net smacerial sapport
v strikers. Inoeach of our grear industries the empioyers
Sften ten rgrayed on the upe sidey while several sses of
are arraved in & strike on the other, and the remaining
w5 are wyserving a friendly noatrality towards the sinkers,
ihe causes of this fuct are not far to seck. ]r'u:.‘.y‘ the
overs are rogarded s the represeataiives of capital,  They
1 proiics the dificrence between Use ]JIlC\. of their goods
tr ottlay on wages, on raw nierial, and on keeping up
- -uﬂdm B, 1L --h‘nu,ry &oo Fven taough it may be known
ey do’not own nearly all the <agitdd which they use, the
sion berween the interest on it and their Eamings of
ieinent does not obirude itself; and the large sums which

-

1 Howell, ck. x. § 20.
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they receive seem to Dbe a plentiful stere from which hight -
wayes may be patd 1o jabour.  These large sums really includ-

not only interest and Earnings of Management, but Insuranc

against the loss of capital. When an eployer fails, hi foss

are soon forgotren by others; but success, as long as it last .

forces itself on every onc's observation. And it 15 not to 1
wonderad at that in trades in which suecess i3 unevenly !
tributed, some working men should forget the faflures wh
have kept down the average rate of profits, and have preven:

the average Earnings of Management from being mere than .

fair return for the difficulty and strain of the work: while tii. .

lock greedily at the few large fortunes which have been amasse..

as it were. out of their toil.

Secondly, although there 1 & well-raarked class distine:
between skilled and unsklled labouvrers, and althoungh in sov

districts more than half the employers have risen from am:e
the cmployed, ver the great soctal division of the ranks ot
dustry s thai hetween emplovers and emyloyed. A work
man's fnends and relations are seldem te be found among
cemyplovers, they are generally seatiered about the {rades wh
arc associaicd with his own; and he himsel s mnch ne

Likely to pass over to one of these trades than to become ..

cmplover,

Thirdly, although 4 rise in the wages ef one trade tend- -
hinder a rise in the wages of other trades that are associy
with it in the same process of production, vet the wages of
these trades are vontinually seen 10 rise together when -
demand for the preduce of their joint industry increases, o
to fall together when it diminishes,” It is true that the prent:
the emyplovers are zenerally rising or falling at the same tin

but in this casc the correspondence is not quite so close; a

as the profits of an emplayer can ouly be guessed at, whie v

wages of a workman are definitely known, it is not nearly -

obvious.  Again the circelation of labeur, which tends to kv
the earnings in different acoupations in thelr Noounal relatie
to ane another, acts much muore quickly between two groups
assochuted workmen than between them and their employe
If the wages uf caupentos are abpormally high relanvely

those of masons, the supply of carpentors will soon begin to
crease rebativedy to that of muasens, and the uequality v
be redressed. There is in fart a belief among the workn.
classes that if the wages of onc trade rise, there will be, and
faimess cught o be, a corresponding rise n the wages of othe
isso {ated with it in the suine process of production ; and t

belict is itself a pren force. I carpenters’ wages had ris
more rapidly than masons,, it wouid be thought farr and reasc.

able that the masons should take the first opportunity of O
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manding a tise, while the carpenters might gt bur Jittle
<vmpathy from other trades of they demsnded a second rise. In
vaical science we may mvestiale the laws of noture without
ing any allowance for the intluence of popular opinion; but

Economics and m other maral scionces we canant do this:
o in the moral world, the belief that a change ought to occur
and will occur, temds 1o maks 1t occour.

§3 W have seen in successive chaprers!; (i) what are the
Laeral conditions on whieh the power of a rombnmuon to raise
¢s depends; Ty what are tae censtiiutren and mordes of
e of teades wnons g (it what ase the bnits winel: the Laws
" Normal wages and prefits impose onattempts of coulpme
ns of lubourers o radze wages generaliv at the evoense of
oftay and v how @ orise m o the wages of any trale alients
cuinterests ot unly of their emplovers and ef the ronsumers
+ihe commodity which they help o puodues, but wiso of the
sedes which are associated with shem in produaiig i We

wvonow colleer together the conditons on which the power
*a union to oblain a nise of wages for its members de-
wnds,

Firstly, with regard to the immediate result of any particular
¢ dispute.
0is depends partly on thr number wnd actien of the pen-
omist members of the trade and on the dificulty of bring.
o mea from other trades mro sty poutly on the peonniiary posi-
s oof the umion, on the amount of (s reserve flmd =znd ol the
ributions which can be levied in support of a strike from
~ bt engaged it partlyon the i ssolution of the unionists,
e Deliet which they wad others have in the justce of
ol demands. The immedine oo which a check o the
sy of laboer in the trnds woll h.h(_' upen the price that can
ot for i depends portdy s the soorath of any rombination
cwre ey be among o mployersoparay o the strength of will
i the tesources of individual ewpiivers; aad partly on the
~owiich thiey wonid incur by suspending work,  The amonnt
o tins joss depones on the margin wiich the stue of the
Sevket adords beiween the price of tie commodity vloeh they
Coevice and the voclay of Ciroulang capitsl regatied for pro-
iy it s other tiaugs heing equal, s mannn will be the
caterthe Tower cae the wages of the other groups of [ihourcors
mothey capluy, and e larger he extent 1o which the
~ormal Expenaes of prml iction of the conmediny funsist of
Tianent irees and vi the tnderest oy ised capital, Tn

-I‘l«l;lnq the state of e nmarket far the commndiiy, account

Srast be taken of the stocks which craployers b ac in hand, and

T Book 111 ch. ivi—vil

M. 14
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of the competition which they must mect from others who are
not affected by the dispute.

The immediate issue of any trade conflict which a un®w
underiakes may therefore depend upon the characier and dh:
persunai telations of those who play o leading parcin i, ac !
upon a variety of other acvidents, much mere than upon t -
action of the Laws of Normal wages and profits.

Sceondly, with regard o the penmanent eftects of the polic -
of a tredes vnion,

If the commodity which the trade produces can be easi
bronght from: great distantes, a single wnion can seldom sun
cred it causingg a Jgredat scarcity of 1t: and the competition o
distant producers mothe sane or ather countries exerts an -
fluence on Task-wages aganst which the union can make ho
nule wayl  Dut when uo sach competiton is to be feared it /-
douitiess true that if o union ean keep the number of thase
the teade permancntly less than it otherwise would be, the pro
of the commodity which they help te produce may be sn b
by its scarcity, as to make 1 varth while for employers to
them permanenmily very high wares,

There are cazes in which unwins have pursued this end w'
somg parial success, by means of stiingent reguiations whe
hindor anvore from juning the trade whe has not sernvel
apprenticeship, and which Lmit the pumber of appe.ntaes v
miay b otaken, DBut thouagl such regulations may casly he o
forced v o trade wheso wages are aboomaliv low, &b a v
ditfcult thing to enfor:e thom whon the wages of tie rads .
alnormally high relaivedy to those of athers.  For then Lo
ermiplevers auad thass workmen who wish to enter the trade ho
so much to o by cvding then, that no regelatiens oo
succoed Loy o very loiag tie inopreventiroa Large ntey of ne
comers. IF it Not o Advantages we already up o tie e
of cther trades of equal dimecity in lie neiphbourbocd, e
pot sareced In obiaitming o permanent risc in ils waies, unics
ticre is @ rorrcaponding rise i the wages of other truddes,

It fullews thoen that po course of action can be pennanen: -
advantaseons to auy ene trades woon, utiess the weneral pot’
of hicht 3 a part tends 1o raie the wages of ald trades, &
thay if we consider oaly ultimate and permanent cffects, we ne
apply  the case of a single union the rule which we cbtan
s the last chapter, We there saw that labourers cannot =u
eood in getting a gencial zise in wages by means of trade o
Linations excopt on certain conditions,  Aand we may o
conclude that a single tude caunot obtain a permanenmt
of wages except on the same counditions ; that is, unless the 1

3 See Dook 11n ch. 1. § 6,
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zot by measures which do not seriously hinder production,
nd unluss those whe get the increased wages use them 5o as to
case their efficiency and wo add Iarzely to the amount, if not
af Alaterid, yet of Personal capital in the country,  No trades-
an policy 1s likely 1o he permanently successful which
orevents people from making the most of their faculties, and
doing the best work they can; or which hinders the adoption of
'.11pr0\'ed meihods of production; or which much increases the
uncertainty of busiress, or in any other way inflicts great injory
n r..lploxt-‘rs and capitalists; or lastly, which leads to a great
. 2 of consumption on those passingy enjovments that lLJ\ o
2o permanent good belind them. This is almast the same as
aving thar It caanet b the pormanent inicresis of a union
Ui adept a policy wiieh is injurious to the general well-being,
wad thersfore morally wionz
But unfortunately the pecuniary intercsts of those who are at
- particeiar time miembers of a union. are often very different
ym the ultimate and prmanent interests of the union ; for
v may not Hve long owugh for the full working out in their
mne of these res: vwinch, according to the law of Normal
- wtes and Interests, must vitinately fellow from their action,  If
Ty ocan artific Hmit the nunbers m their trade s as to
nup the wages in it abnormally hizh for severa: vears, it will
ot thelr pecu v interest to do so; even though the regula-
ons by which they attain their end tend to brins about a fall
fwazes inthe long run. Men cannot be dissuaded from making
1ch reguiations by arzuments addressed to their prudence, as
stpguished from themr sense of duty.
34 Y Exceptt on mutters of mere detail, there are perhaps
- practical questions even among those which approach nearest
the ;ha"ﬂ- ey of p T CCURSImIc .thSL:L'mS which admit of
and it is alike un-
nd 1!‘3:.11.01.3 10 the pubu welfare 1o attempt to
sruRs men’s conduct o indostrnial conflicts withoun: taking
maunt of other metives beside the desire for pecumary gain,
il comununists assumed that no one should desire to gain at
G expense of an cqual loss of happiness ! others; but the
1 1 nut vet ready for applying in pracice principls of s0
Vouomorn Lhtv as this.  Thoew orld i however ro ads, and work-
Jen amony others are ready, 10 endeavour 1o act tp tn the
L]P . that no ore sinuld dum_ a gain which would involve
¢y e greater boss of happiness o others,  Of course the
=5 of £1 involves much less Juss of hippiness to a rick than

3
v

1 The r:marks on economic method {Book 1. ch. i. §§ 2 and 3)
#uld b2 read in connection with this section,
% Preface to Mill's Folitical Economy.
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te a poor man,  And it would not be reasonable to ask workir;
men to abstain from a measure which would give them a not
gain of £1 at the expense of a Joss of 3o to prodts, unless o
could he shewn that this loss would react on vages in the lor
run. But many of them are willing to adinit that no unic

shouid adept a course which will raise its own wages at thu
expense of a much greater total loss of wages to othurs; and -
this principle be generally adopted as a basis of action, tho.
nearly all the evil that stili remains in the policy ef unioi-
can be raneved by such a study of economic scivnce, as wi.
enable them to discern these remote effects of their aition * whic,
are not secn,” as well as those immediate results * which ar
seen.”

Much would be gained if all workmen knew that cach trac: -
production constitutes a demand for the labour of other trad..
that since about half of all the things that are produced i
bought by working men. working men as a body haveto b
about one-half of the loss that arises from any check to produ
tion; and that, thuugh one trade may sometimes gain a high.
price for what work 1t dees, by diminizhing producton, vet or:
half of this increase in price has generally to be harne by !
members of the working classes : that there cannot be gew
over-production, though there is sometimes a disorganizatic
industiry which looks very like 11 thar if. undcr the fear of v
production, each trade ditinished its production by, say, ot
third. the Resl wages of labour, the necessaries, comnforts an
Juxuries which working men are able to purchuse, would ™
diminished by about one-third.

Much wourd be gained if all werking men would reflect th -
unnecessary hindeances in the way of those who wish to learn
skilled trade are wrong; and that it is almost always wrong
one union to scck to abtain a fise in wages by a line of condu >
the general adoption of which would diminish the preducticn -
wealth, and therefore cause in the long run a gereral fall -
WAZCS. :

Unfortunately working men are able to say with tpo mu:”
teuth that many of their superiors in the commercial woi .
sometimes speak and often act as though nothing more w
to be expected in business fransactions than that a .
should aveid dishonesty and pursue his own interests, It is .
course true that employers have sometimes no choice cxce)”
between ‘imiting their production and incurring very hea:
Josses; but thov are as liable as workmen are to combine ¢
Iimit production even when there is no such urgent occaz:oo
and thus to -ock a small beneiit for themselves at the cox
of a great loss 1o the rest of society. And, as workmen ar.
sometimes tempted to enter into a contest to get wages mus.
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above their Normal level, wages which can only be maintained
¢ven temporarily by harsh regulations and continual conflicts,
irvolving a great diminution of the Wages-and-profits ¥Fund,
and inthieting grievous injury on society: so employers are
sometimes under a like ternptation to strive by arbitrary means
for undulv high profits,

The dutics of different classes of industry to one another
may profitably be discussed from the pulpit, in Social Science
Associations, in Chambers of Commerce, in Trudes Councils,
and in Trades-union Congresses. And there is much to be
gained from all movements which tend to bring employuers face
1o face with their employds, to talk over pzacefully the economic
and moral grounds of any claims that may be advanced ; thi: is
the work of Boards of Conciliation.



CHAPTER VIIIL
ARBITRATION AND CONCILIATIONTD,

§ 1. DispUTESs relating to the carrving out of contract-
between cmployers and emploved have long been settled i
France by Conseils des Prud’hommes, that is, by boards of o
equal nunher of representatives from the two classes with
chairman appointed by Governmernt. Mr Mundella improve
on this plaz by inducing employers and ewployed in his ow
trade of Dostery at Nottingham to agree to refer thebr dispute
not only as to the interpretation of past contracts, but as to -
terms on which new contracts should be made, to a buard -
Caoncilintion, This board, started in 1860, has been in succe:
ful work ever since, and a great many others have been fram..
on its model. Each of them consists of ¢qual numbers ¢
representatives of emplovers and emploved in the same trad-.
with a chairman chosen by the beard,  If he has 4 casting vor
he is oftes practicaliy arbitrator: and Mr Mundellz is probab’,
right in thinking that the board should generally discuss witho:
voting. Each side should listen to the arguments of the othe
and cndeavour to work townrds a selution 10 which the whe'
board can agree without a vote.  If no such agrecment can b
arrived at, the question should Lo referred to the arbitration o
a referec who is a membher of the board, but who is sunmmon:
to its meetings only when a satisfactory conclusion cannot L
obtained without his aid, .

‘Thus the work of Loards of conciliation is to remove th
causes of trade quarrels by friendly intercourse. But wh
there is no such board, and a quarrei is already beginning, tii.
best thing to be dene is generally to refer the dispute at ance :
the devision of an Arbitrator or a court of Arbitration, Mischi
having already begun, the work of arbitration must be dons
quickly, and gencrally without the knowledge required for deal
ing wiih the subtier intricacics of the trade; an arbitrati-

! On the sabject of this chapter consult Crompton, Jndwstric
Conziiiation,
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could hardly fix, as Mr Mundella’s boar! does, a list of picce-
vork wages for six thousand different rasks,  But though arbi-
tration s 1o muway ways infetior to svstematic conciliation, it
is mere elastic and more easily intreodaced ; and it 15 the on[\
iesoriree in a trade in which habits of mutual forbearance and
confidence and openness have not yvet made 1iuch progress; and
it prepares the way for concilintion. :

The progress both of arbitration and conciliation depends on
the tdelity with which empiovers and cmiployed conform to the
decizions. The unions can generally answer jor all the unionists
concerned, and their action sndirectly contrals that »f the non-
toniszs.  There have been very few instunces in which either
musters or men have refusel to abide by the award of these
to whose decision they have submitze:d their casc.

§ 2. ‘The considerations on which the decision of a hoard
of concthation or of an arbitrator 1aust be based, arc as
varjou~ as human life iself.  But yet there is one broad
pri n‘ip‘ which must underhic their work, They must, as the
L‘.!i er cconomists wouid have said, conform to Nature, That

iust BOT set up by artitcial means arman enents widely
frean these which would have been n'u.n.llh un»uqlh
For if they de, their work will be in siroag contlict with
ratoral forces, and it will be destroyed, They must foliow the
sanple of Rennie, who when he haul to construct a brorkwaier
i |1)!T|Ullﬂl Sound, first set himself to discover the slupe at
which the naturad action of the waves of the sca weuld amrange
sk of stones,  He then let stones drop into the water so as
rm such a slepe, and the force of the waves, instend of
arowing ks work, only bunt it compact tegether and
cthened it He controlled Natare because he guidod her
, while ‘.‘-rﬂ):-ming ts her laws, And this is che praper
work of industrial conciliation and arliiratien.

3We have seen that there is a Nermal valee about which the
wages of each kind of Iabour tend to fluctuaie. This value
way indeed chaspe with the growih of civibzaion and the
pregress of invindien, and with changes in man's habits and
character. Bup yet at: en plitce and in any given sge the
Nermai relitions of the of anc trade 10 those of others are
determined by the operacien of ecoromic laws: and any at-
tempt to keep wages nuach above or wuch below their natural
luvel will be opposed by stren s natural forees, and wiil fail.

Azain, the awards should follow the tendenzy of natural
laws wnw’ wages when trade 1s gond, and lswer themn when
lt is Lad. But the Accluations in the wages of labour are
Ny less violent than those in the prices Sof ¢ soods; and as

vanations of wages introduce a herinful uncertamtv intu the
workman's life, conciliators and arbitrators s} hould aim at
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making these fluctuations as small as they safely can, without
helding out to either side a strong inducement to repudiate or
evade the award. Mischief almost always results in the long
tun from an award which gives to one side terms muclh
worse than those which it knows it could obtain by a suik.
or a lock-nut,

§ 3. Boards of conciliation can meet frequently and adjus.
wages to each passing change of the market; but yet it is often
best that they should adopt a self-adjusting i/iding seale, And
courts of arbitration have no other means of making a scttle-
ment that shall give peace to a trade for a long time to conw
To form such a scale #t is necessary to take as a starting.-poin:
some peried at which pnces, profits and the wages of th
various branches of the trade were by general agreement con-
sidered to be “fair,” that is at their Normal value. These
prices, profits and wages being taken as the Sézndard price-
profits and wages, the next step is 1o arranye that verv ju-
portant change in the price of the goads produced shall L
followed without any special award by a corresponding change
in the wages of each branch. It has just been said that
the aim should be ts make the fluctuations of wazes as smali i+
posstble; wnd therefare the rule should not be that wages shou'’
always bear a fixed proportion to the selling price : but for onz
trade the rule might be that when the price is tem per cert.
above or belew the Swundurd price, wages should be five por
cent. above or below the standard wages, and so for ather varia-
tions ; while other trades might have other rules different in
detail, but simiiar in general character. A sliding scale mus
not be expected to work for a very long time together without
alteration ; it must at all events be recast whencver any con-
siderable change cccurs in the manner of carrying on the trade.

The provisiens of a shiding scale must be definite and un-
mistakable; but perhaps more hurm than good 15 done by 1rv.
ing  make them extremely sinpic. Nature is not simple bur
complex; and a stiding scale that aims not at resisting buat at
guiding the working of ratural faws ust sometiimes be com-
plex tvo.  Thus it should generally take account not only of the
price which the manufacturer gets for his goods, but aiso of tha:
which he payvs for his raw marerial.  For iustance, the Standard
price in the iron trade, instead of being the price of aton of a
certain kind of pig iron, might be the cxcess of this price over
the price of the iron stone and (oal that are used in making it
And the Standards in the cotton trade should have reference to
sthe price which manufacturers have to pay for their raw cotion.
as well as to those which they get for their finished jyoods®.

3 This plan seems to evade the oljections to sliding scales nrge.
by Mr Crompton, /ndustrial Conciliation, p. 88,
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§ 4 Thereis great difficulty in obtaining the facts on which
the decisions of a trade dispute should depend ; it is often diffi-
cult for working men even 10 ascertain the real price at which
the produce of their labour is being sold. One of the advantages
of boards of conciliation s that in them trusted representatives
of the working men may learn fromn their emplovers, in some
cases perhaps under the seal of confidence, se much of the
actual condinon of the trade as may enable them 10 enter into
the difficulties of the employers; tu yield when the necessities
of the case require it, and to stand firmly when they can prove
that the empleycrs’ case, on the emviayers’ own shewinyg, is not
a strong one.  And meanwhile emplovers and emploved are
brought nearcr to one another not only by the general influ-
cnees of secial intercourse, but by learning that one another's
aotives are rot so bad as they appear to be when looked
at from a distance through the distorting atmosphere of indus-
trial conflict.

But there ts another, and a more thorough means by which a
class of working men can get to understand the hidden work-
ings of the trade in which they are engaged. They can start
an cstablishment with their own capital; and by having com-
plete control over it, receiving its profits and bearing its losses,
they can get access to nearly all the mysteries of the trade.
The knowledge thus obtajned cnables them to tell better than
they could by any other muans wien a rise in wages would
sa disterb trade as to do more harm than good, and when 1t
may “fairly™ be demanded ; when & proposal to lewer wages
15 nut reully called for by the circumistances of the trade, and
should be resisted as “unjust.™ ln this and many other ways,
the allied movements of the cxtension of cconemic knowledge
and the improvement of industrial morality will be much pro-
moted by co-operative production.



CHAPTER IX.
€O-OPERATION.

§ 1. THE ideal which the founders of the Co-operative move--
ment had before them, was that of rcgeneratin“ the world v
restraininy tie cruel ferce of competition, and substituting fur ;.
brotheri st and associstion. They saw that under the tw™
of competitiom much of men's energy 1s wasted in the endeavor:
to crerreach onc another. They saw the scller, whether
comnitdities or labour, striving to give as Little, and that o7 -
poor a quality as he could, And they saw the buyer alwav.
trving o 1aie advamtage of the seller’s necessity, and 1.
forcing he soitvr, and especially the sellzr of labour, to strigs.
against u reduction af price, even when, if the buyer were i
open with him, e imght see that the reduction was necossar
The * Co-aperative Faith” is rather felt than clearly exprt i
but it s earnestly held by shrewd praciical men. Tt is tho
these evils tan Lo in a great measure removed by that s
of brotherly trust and openness, which, though undevelop
vet latent in man's nawre. [t looks {orward to a time wher
man shall have so far progressed, thut thers shall be no needic:
soecrecy L business, and each one shall think of premotiag th
general well-being as much as of protecning his own interests,

Thus its ulimate aim has 2 resemblance to (hat whicl
prevadled in the carly Christuan Choreh, and which led e
to a cnmermity of goods. Co-operation is divided from mo=
modern socialistic schemes 1 by advocating no disturbance of pr
vate property, by insisiing on seif- hclp, (md Irv abhorring stat
help acd all unnecessary interforence with individual lICLfl(‘l“
But in other rospeets co-cperation bas mach sympathy with,
and has fearut much from the enthusiasts of socialism. I fac
the greatest of Englhish sociaiists, Robert Qwen, was the found
of cg-operation ; and many of the most carnest co-operatars ¢4
trace their faith ro bine The coxrravagance of seme of hi:
opinions wrecked his best enterprises. Dut his unbounded

ticf in the Iatent goodness of human nature and in the pos::-
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Lility of forming neble characters, his earnest desire to bring
out whatever power of right action men have by busting them
and appealing to their reason, his carclessness abeut his own
iztercsts, the unrivalled business genius and insight by which he
acquired vast gains, and the generosity witlh which he shared
them with lis operatives, and otherwise devoted them to his
vreat secial aims—all these traits had a great fascination for
many of those working men of the generation now passing away
whe have exercised the profoundest influence over vthers'

The work which co-operators have sct thomselves to do for
the present, may be classed under three heads. They atiempr
to remove or diminish the secrecics and discerds that exist,
firstly between emplovers and empleved [or, as is inaccurately
caidd, betvween capital and labour), secondly between retail dealers
and nravate customers, and thirdly between regmi and wholesale
dealurs and producers. While pursuing these ends, they aum at
snabhing working men to empluy thoir own captai in trade and
manufacture, and to save out of the profts *joint capital by
joint vtion for inint purposes®?

§ 2. Mr Bubbage was the first who clearly explained how
mdastrial co-operation would diminish discord and bring cut the
cierzy and zeal of the workers®. One of the forms of co-
creration which he advocated was Jedusirial Parincrsfip, In
this system the organizing and managing power remains in the
hands of the emplovers, who provide the greater part of the
capital required ; but the wages of the empiovés depend
o osepe measure upon the profits of the business.  The
svstem ender which each of the clerks at Mr Snutl’s bockstails
receives a percentage on all that he seliz, Hot has no direct
voculnary interest i the general success of the concern, has
ceen gueied as an instance o Indusinal Partership: it is
veally a case of paving wages by picce-work: but it is very
important 10 nolice that there is an clement of co-operation in
.0z and every ather plan for paving wages by picce-work. The
svstern of lnduostrial Pantmership is well ustrated in Mr
Jeclaire's heuse painting establishmeot i Pais. “ Besides
huneelf there are two other partners in the concern—a MMr

' Kerl Marx, who thinks ca-operation too mild a remedy for the
meswhileh oifeet society, is proud to pont out how the great Socialist
nted and put into working the lmitation of the hours of factary
aur, the sending to school of fuctory chilidren, and tae sysem of
wraton ; how all these notboas of s were ealled Vwopnn and
e, and laughed to scorn by alinost all respectable people;
how euspectable these notions have since Lecome (Las Aapitdd, p.

e
? Professor Stuart’s Address to the Co-eperative Congress, 1879,
¥ Loonomy of Manufactures, cha XXv1,
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Defournaux and a Provident Socicty conposed of all the other
persons (apparently about two hundred; emploved. Each of
these three partners has a capual of 100,000 fiancs invested in
the business. Messrs Leclare and Defeurnnux receive each
6000 francs {£ 240} as wages of supcrintendence and divide one
balf of the net profits equally between themsclves, The other
half goes ta the workpeaple, two-fifths of it Leing paid to the
Provident Sacicty. and the other three-fifths being distributed
among the individual members. Mr Leclaire however reserves
to himself the right of deciding who shall share in the distribu-
tion, and te what amount ; only pledging himself never to keep
back any part, but te pay to the Provident Sociely whatever
fraction of the workpeople’s quota may not have been awarded
to individuals'”

§ 3. The term “Co-operative production ™ in its stricter us:
is however confined to cases in which the working men as
women cmploved supply a part at least of the capital require
for the business, and take some share in its management.
former tines. Mr Holvoake says® “Capitalists hired labouvr,
paid its market.price, and took ali profits. Co-operative labou -
proposes to reverse Utis process.  Its plan is to buy capital, p2:
for it its market-price, and itself take ail the pronts” Thus .
co-operative workshopis oneinwhich labourhires capital, devizc.
its own arrangement and works for 1ts own hand®” *Workmres
who iniend commencing one, first save, accumulate, or subscriin
all the capital they can as sccurity to capitalizts from whom the;
may need to borrow more, if their own is insuificient...  The-
hire, or buy. of build thcir premises; enyage or appoin:
managers. cugineers, designers, architects, accountants, or what-
ever officers they require,ut the ordinary salarics such persons
can conmand in the market, according to their ability, Every
workman emploved is paid wages in the same way, Tf the
need capital in excess of their own, they borrow it at marko
rates according to risks of the business—the capital subscribed
by their own mentbers being paid for at the same rate. Then
rent, mnaterials, salaries, wages, business outlays of all kinds,
and interest on capttal, are the annual costs of their undertak-
ing.  All gain bevond that is profit, which is divided ameng all
officers, and workmen, and customers,according to their services.
Thus in lucky years when zo per cent. proht is made,a manage:
whose salary is £300 gets 100 additional; a workman whose
wages are £100 a vear takes £20 profit, in addition to the
interest paid him for his propostion of capital in the concern.

) Thormnton On Labenr, and ed. pp. 3H6—7,
3 History of Cogperation, vol. 11. p. BY.
35 p.oraz,
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There is no second division on capital; the workers take a0}
surpiug, and thus the highest exertions of these, who by labouw:
of brain at hand create the proat, are sceured, because they reap
21l the advantage, This is the distinctive prineiple of a co-opera-
tive workshopl”?

A goud instance of such a workshop is the Hebden Briage
Fusiian Ceo-operative Soejety,  Here every worker, man or
woman. must be a sharehelder, soine shares are held by other
ca-aperative sociciles and some by “outside™ individunads, chiedy
workmen engaged in the same trade in the peighhourbood, All
shareholders have equal voies, and all are ready to cu-operate
b giving counsel in cases Af difitculty where their techinical
knowledye can Le of avail.  This scciety seems to have mos:
of the cond'tions which are favowrable te the success of a co-
operative workshop 3 and these conditions may now be enu-
merated.

{ 4 The werk by which an emplover gets Earnings of
“anagement s of two kinds. The first is that of eiganuzing
the production ; of determining what shall be made and how it
shall be made; and of deciding where and when to buy and
sell,  We may adopt an American terne, and call this Kuginecr-
sngr e business.  The second part of his work, which may be
valled that of Nuperinlendence, consists in providing fur the
wroper carrying ont of his imstructisns, It may be laid downasa
aneril rule thut ro-operative worksheps are not likely to suc-

ceed 1n those wrades in which the wairk of Engincering is difficalt
<ad hnportant®

For in such trades a beard of business men Is at a great
ceadvaitage in competing with a single individual, and a board
<[ warking men would have to depend Wnwost entirely on their
manager. But no co-operative workshop hus vet offered a safti-
cent sakuy to retain the services of a manager of tirstrate
ahilizy, unless he is so much under the induence of the Co-
~perative Faith as to be willing to work for the Cause at & Jo-:
sulary thon he could get in the open market. Thus Co-anerative
werishops Lave not surceeded in the vast, and they aie not
itkelvto succeed in the futee e businesses that revuire much
aventive power, such as many kinds of machine-making trades;
or ihat depeand much upon passing opportunitics and so re-
sure mauch knoswledze of what is going o1, wyether with quick
15 and bold actien, such as trades for makine materials
! 1es’ dresses in which the fashicn chonges guickly; or that
sofpuire a large capital, such as iron relling-nadls ; or in which
the profits are made chiefly by successful speculation.

He W

v .
PP t23—4. ,
* Vompare Brassey Lectieres ori the Labour Question, pp. 136—130.
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Buat in trades that easily fall into a regular routine, so th: -
the employers’ work is chiedy mere Supenntendence, co-oper:-
tion can make great savings by prevendng the greater part o
this work fram having ta be done at all.  For co-operators cas
keep ong another te work, they can secure the efficiency of thri
own foremen and other subr-. dinate managers, and they v
prevent waste and mismanag: ment in many mazters of det
Thus c-operative »\:_\rmh(lpn Liave the best chance of suc
in trades in which thar: s a steady demand, in which change
arc siow, and fluctuatiens of price shght, and in which the
capital s small in proportion te the Jabour emploved, Co
operative work has succceded in many trades that supply t-
ordinary wants of the working clusses; and seeins likely o s
ceed i many more: and it has donc well in small trading ships
and whale ships and other fishing vessals,

Co-aperttion hins hitherto made but little progress in age:-
culture ; although most of the condiions for its success a
present there, Tiut a sricaltural labourers, even ithey can g
command over tihw € q:ml recquired for stocking a fam, :
seldemn stand the brunt of several bad harvests 1n succession
and what is more unportant, their narrow schoal and socin
education wntirs them to seme extent for co-operative work s for
co-operanon is the c<bild of confidence; and ignorance is the
parent of rust. The *Commumties” in America are chiel y
agneultural, and many of them are very successfuly but thoy
awn the land which they cuitivate, and which supplies most .t
their s mplz‘ wants; they have a good deal of practical ability
and a religious enthasiasta whichl includes a spirit of brothe-
hood and utual trust,

§ 3. But even in trades the general management of which i
heyond the reach of co-oper Cu.l\t:t.!lurt workimen may co-pperals
in taking seb-contracts. When the sub-contractor is a middic-
man, skilled! perlaps in little but hard bargaiaing and sevare
ruling, workmea complain that the system of sub-contracts.
though it may cheapen produciion, oiten does much harm to th
workmenl, Bt trades unions do not oppose, and co-rperaty”
shouid do all ithat they can to exiend the use of the plan @
which 2 sub-contract is taken by a set of workmen, wha supph
their own toul-, share the whole responsibility among 1h€"
selves, aml are under the orders of men chosen and p"ud
themiselves,  This system has long been in wse among nav
and miners and quarrvmen, and in the shipbuilding trades 5 o
it secems . anable of almost unlimited extension, “On a lon
line of radw.ay every cutting, bridge, tunncl, embankment ar
station is exccuted by one or more separate sub-contractor”

t Sec Howell, ch. vi- 8 3, 4.
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i1 thus the co-operative system may readily be applied to the
- wtion of every section of the largest undertaking, after it
« been suthciently subdivided!” And in many faciorics in
room with all s machinery is let out te 1 middleman
-3 the requisite labour, and contracts 10 do a certain
of work for a given price, the maddleman might with
e be dizplaced by a co-aperative rang.
{ :5 Co-operutis. Coredit asseiadion have had great success
. Gonmnany @ partly because the svstom of work in hage fac-
-es has made much less progress thun in England, and there
sovas numbers of working men whe requive the use of seme
ding capital. iroups of these L)rkn]el.. with a few in
o social ranks, have formed themselves into asenciations,
cohoof which bas it nucleus of capital of its own, and by
ey this as well s the whole property of all its members,
Lorrtws more eauital at the market rate of fnicrest, It then
o5 Joans 1o ts members at a rate which would seem high to
ditiy borrower, but swhich is very murch Inwer than that
h working man can borrew in the ordinary
Cof busin ; for the risk, that tie workman may get ifl
~cond Defure the loaa is repasd, prevents him from getting
atany moderate rate, The margin hetween the interest which
assowiarion paya, ad that which it seccives, s almest always
S e give very large prefits on its capitad, after allowing
i '\m 5 and loescs: and out of these profits fresh
s accamulate.l at the assorintion trades v ery year
1 (s own, and 1255 with berrowed rapital,  The Tosses
: e. broause the p.m iple of co-operation is thoroughly
<d In the constant o r of eart member's character
Peenduct by the otber !'lulllbelb, wany of whom are neigh-
Loars of hisand kerow all alout him. A hizh s mdard i3
watained, not only when a man applics for admission, but
srwnds whien e wants to borrow s urad, 2s no loan 15 made
ioomone than theaw wonths, this process of testing is constantly
cotiens These associations did not grow spuoitancously as

s e

uzlish warknan's co-opurative stores HTsr 'h-.)‘ wore plannerd
at measure built up, hy the rores and encrgy of
wulze-Delitzseh,  He startdd the first ol them in I‘§49
¢ the Titde town of Delitesch, and in 1877 he reported that
Blre were 1827 credit asscciations, that t'.wy containcd over
3 members, that they owned £8,000,000 capital and had
0ot 000 more on loan; and that they did Dusiness to the
ant vl £ 110,000,0007,

foeope137
. T
E.>n e uders may icarn more of these Associations, and other

fi-Gpriatve movements in Germany frem Mr R. B. D. Morier’s paper
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§ 7. Co-operation endeavours “to promote the practice o
truthfulness, justice, and economy, in prodacion and evchanz.,
1. By the abolition of all false dealing, ether .oy direcy, -
representing any arricic produced or sold ro be other than w I
it 15 known to the producer or vendor to be; er, b, iadire, &
concealing from the pwchaser any fact kaown to the ve
material to be knoawn by the purch;lscr 1o enable hin to pe
of the valae of the article purchased. 2. By conciliating the
tlicting aterysts of the capitatist, the worker, and the purc‘
through an ecquitable division amony them of the fund com
knowt as prom "

And we now pass to consider the wark of co-operaticu
endcavouring to put the relations Detween retal dealer and ©
sumer on a Letter fsoting. The work of co-operative store, -
humbicr than that of co-eperative workshaps; Lut part s
this reason, its sucesss has been vreater, The way was pion
by twenty 1t working men In Rochdale, who i 184q -
sCribed 4 pound apiece to buy foar, varmead, sugar and 1o
at wholesuie prices. Onz of their number acted as a sales
and the predis went o increase the capital of the stme, I wy
steadily from thiz small beginning Gl in (878 1t had 1.7
mchers, A 752 005 3 share.c. 1p.[.11 and scld gouds to the an . o
of £20867q. FThe caample of the working men of Roca
has Len followedd by working men I many ather towns
between thon, theie working mivn's stores own nearly £3,005.0 =
af share-capital, and o business amauanting to about f1.+.ﬁur
annually. Fhesc figeres do not include 1he siores starred by
middle clivees, wivch are indesd ealled co-operative, bt i
which there 13 vory hidie of the true n.u—c.]u pative spuit.

& Tic workmen's stores luwve folluwed dlosedy in
steps of the Rochrisle pioncers, and wne gmu ril descripticn
serve fur ol Ther charge the ordmary retail pm.w wl
neizhbourhnoed ; fremn the ¢ross profits at the end of cacl
ter are dedueted interest on capital, and an alfowance for .
clation and exlenswns ; and, in ihe best stores, 23 peraer !
sct by for readinz-rooms, librarics, lecturcs, and olucats
purpnses generally,  The reoinder would, if the jfeaders of
movoment had their wav, be divided aureny all the per
emploved and members of the store in proportion to the ame

in the appendix to the cieventh report of the Trades Unien O
missienors, and from (i appen tix by Mr Neele o cthe report o
Co-apertive Congress for 1574, T he relations hotween co-operat: -
i tic schisnies for siate oud and zh'_u:n.l"t{ may b
i I PO iy
Lad-Sckeilse von S0k ..1nl in = r]lL[ZI: srepy Lie o
j:m{ des goseh pidchen Kisae uvch Thavu Lrssall
Rules of the Co-operative Unioin
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-, rheir wages or of their respective purchases during the auar-
But a movement begun with hich aims often suffers {rom
. own success ; and even at Rochdale the new comers, who
v.v2 been attracted to the store by the desire of gain, have out-
woed the clder wmembors, and divide the whole net profits
=g the members without giving anv share to labour.
Muck of the geod done by these stores is due to thelr plan
Lurging a full price 2t first, and returning to the consumera
. e of the profits in a lump sum at the end of the guarter : for
. workman is thus induced to put away week by week part of
garnings almost without knowing it,.  He may then with-
.- his “gavings, perbaps to buy a sewing-machine, or some
unrtant piece of furniture ; and thus he is often led to aim at
Loy @ well-ordered home in which to take pride.  1f he has
oy such a kome, the best thing he can do with his “di-
nd” 15 not to withdraw it, but to take his part in “saving
. capital by jont action for joint purposes”  In such stores
" e iamuch veal co-operation: many of the members take an
wove imerest in the way in which the business is carried on,
reody with help and advice whenever it can be useful, and
- part in the selection and the supzrvision of the officers of
“vaucicty. They themselves arc educated by this werk:; and are
wioon to discuss and undertake boider co-operative ¢nterprises
sl by the sense that they have funds at their disposal which
- fitly be used for the purpose, partly by their intercourse at
o stores with others 1m whom the Co-operative Faith is

T

Their zeal is stimulated in annual Co-operative Congrosses ;
v L operative Board, Unicn, and Gild are continually at work,
Laceeniring at once te consolidate and to broaden the great
smenty and co-operators ave learning that if “education is
+ e for all mankind, it s life's necessity for co-operatorslY

¢ 1. The advantages which co-operative stores have in com-
< i with shapkeepers may be clussed thus:

They hore adopted cash payments as a principle. No
waer s offended at being refused credit at a store: bt
Jo rrepers find that even if they start with the cash system,

sai: hardly avaid meeting exceptional cases by giving cre-
suan the excepticnal cases become the rule, The credit
_ not only leads to many bad debts, but it inver:s the
© 'l erder of loans, It is reasonable that the trader who

'+ trade profits on his capital should borrow direcily or

v from the private individual who can only get interest
© Lut on ke credit system the customer borrows the use of
-4 jrom the shopkeeper.

" " his truth is ably worked out in Professor Stuart’s address,
15
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il. The stores in which the co-operative element is strong,
sell unadulterated goods; and others are believed to do th
ame,

iil, A store can do a large business without spending much
on advertisements, or o an expensive site. A large store likos
to have an imposing front: but this answers for a great mase
departuicats one abave the other.

iv, “When compating with the small shopkeeper it has the
advantage of buying in larger quantities, and therefore more
nearly dircet from the preducer than he can,

v, ‘i'hose who hive an interest in the success of the stare,
will walt ore patiently to be served than the customers a .
private shep: and rhevefore the amount of business done is
iarger in proportion to tha number of thase who stand behind
the counter it the store than in the shop.

The great difficulty that the stores have to contend with in
seckinyg the custom of the working classes, anses from the 7301
that a working man who is not 2 unionist generally wants
borrow from whapkeepers when he is out of employment ; w
that even unisnis:iz. when excited by a strurgle for victory
sorelv temptod  accept the ofer of friendly shopie
to advance the means of sustaining the sinke for some e
lonzer. And there are many in other ranks of life who cannes
or who think they cannos, avoid spending thcir income beforn
they receive il

§ to. It is probable that there will always be some shop
keepers who will carry en their business on the old plan, aw
who will tetain those customers who are willing to pav high
prices, o condition of receiving eredit, of having assiston
always ready to attend on them without delay and to shew the
innumaable thinrs which they do not want te buoy, and .
havin every ldthe trifle which they buy delivered at their house
at once.  I3at a'l these serviges cost more to the shopkeeps
than thev-are really worth 1o the great majority of vistome:
And the suecess of co-operative stores has proved that there s
a great demand for traders who will act on the business pnn
c1plL of not deing apy thing for the customer witich must m w
lone run cost the customer more than it is worth his while
pay for it Dt thers {2 no reasen why shopkeepers who ad
this principle should nost be able to hold their own against &
storcs vaeept those in winch there is se much true co-operat:
as to bea great scurce of strength. With equal advantages
profes-onal trader with trained sxill a- 1speciahsol taste «
hold his own against joint-zio-k companies managzed by an
teurs.  And since in the long tun the Earnings of Maw
af shopkeepers are gov cmcd by the Laws which were discus<:
in the second Imol\ they will, when the new systemn is fairiy
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~peration, obtain as good incomes as they would have done if
the old svstem had continued.

The change will henent shopkeepers by freeing them in a
i roat measnre fromn their dependence on small bodies of cus-
vaners whose humours they have to consult; they will have the
sound position that comes of doing business in a bhusiness.-like
wav, Dut the change will of course diminish the number of
“hopkeepers whose work s required ! ; and the pracess of thin-
ning out must be painful; the suffering need not however be
at if shopkeepers adapt themselves quickly o the require-
.onts of the new age, and urge all voung men who have not
- gc1al reasons for becaming shopkeepers tv choose some other

cupation. The general prasperity of the country will be mnuch
acreased when the capitai and labour that are now wastefully
=nploved in the retail trade, are set free for other work.

§ 11, The third werk of co-aperators is to diminish the dis-
~ords hetween retail and wholesale dealers and producers.  For
“uis purpose tiiey bave started a Whoiesale Co-operative Society,
which mims at doing for the relail stores what the rutail stores

1 at doing for the individual consumer, Tt buys directly from
producer, or importer ; it imports some things itself, and it
s ts own works for making biscuiis, shoes, and soap.  The

<tail stores who deal with it share in its profits ; and however
e they buy, hiowever littie they understand the business of

ving, they can, it is asserted, buy from it on the most favour-
L terms,

_ There is a plan for making this society the centre of a grand
i'wderation of Co-operators. It is proposed that co-operative

“nsumers should guarantee to co-operativc prodacers a steady
sorket for their wares® Having uminterrupted cmployment,
e Co-operative producers would, it is argued, be free from
woxiety, and be able to get high wages for themsclves, whiie
ity produced at a low price on the average ; and the cu-opera-
11+: purchasers would gain by buying their goods cheaply in the
liist imstince, and also by receiving a share of the net profits of
¢ co-operative workshops.  For it is assumed that the net pro-
-5 0l the co-operative workshops would be divided between the

Smur employed in it and the customers.  The total demand of
L-nperative consumers is of cours: not constant from year 1o

] * Tt has been calculated by Mr Neale {Econontics of Co-gperutivn) that
rzare 4i, 735 separate wstablishments for 22 of the principal retail
‘wws in London.  If for each of tuese trades there were 6,5 shops,
a1 :: g lo the square mile, no one would have to go muore than a
vdrter of a mile 1o the nearest shop ; there would be 14,2306 shops in
oo Assuming that this supply woeld be sufficient, there are in Londos
2.1 shops for cvery 1o that are really wanted.
* See ook 1l ch. L § 4.
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yoio, and thercierg perfectly uninterrupied emplovment covie
not be guaraiieed to the workshops if their annual pred:
exceeded the amourt which the Stores were witling to purch
in the most vnfavourable years. Lind tiw prices and wa, o5
the worlishops would have to fall whenevor they feil ia the o
side markets : for otherwise the trest of co-operaters would i .
put to too great a siradin.

The plan will require much exercise of the Co-opera
Faith ; bhut it will be a gain to the world i many wish forit, an
a great gain if they achieve it
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