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PRl A C L

In the yvear 18393, under the influence of Carlyle
and Ruskin, I set myself to investigate the **Condi-
tion-of-nglund-Question,”” and with what I now see
to hive been singular good fortune I began on the
problem of Over-Production.

Is Over-Production the cause of llard Times?
I have come to a solution of that, which satisfies
myself, and while doing so 1 have had to recast
most of the cconomic formulae. Some of them
I have attacked as untrue.  Others I have replaced
by new defimtions, which scem to me to go a little
deeper into the truth,

Ifow will my work appear to others” 1 am
haunted by the memory of eranks I have known,
who kept writing letters to the papers till the papers
refused to publish the silly stuff any longer. For
me, u sheepfarmer, buried 1in the backblocks for 30
yvears, to publish conclusions so revolutionary secems
far beyond rashness, and yet 1 think 'l do it.

If they are true, 1 shall have done a little to
help the world.,  If they are simply si1lly, the results
to myself will be disastrous, but there are many
occasions on which the consequences to oneself
should be faced and ignored, and I think this s
one of them.

“He erther fears his fate too much,
Or his deserts are small,

Who dare not put 1t to the touch,
To win, or lose it all.™
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FOUNDATIONS OF ECONOMICS.

CHAPTER I
OLD LAWS AND NEW TENDENCIES.

Fconomy from its roots means the art and
science of household management. From that came
Pohitical Economy, the art and seience which deal
with the management of the aftairs of the nation.
Nowadays we call it Economics, but the older title,
by its associations, explained itself, as the name
of "Sunth does. 1 don't like Smythe, nor Icon-
omics,

INconomics treats of men and materials, of
human wants and the means of satisfying them,
and as these Tatler are most ecasily compared in
terms of money, it treats at great length of prices,
gold and cuarrencey. This has led the public to look
on Feonomies as a greedy materialistic study. The
cconomists of the nineteenth century were largely to
blame for this, for they ignored the human wants
and thought mainly of the material things neces-
sary to satisfy these wants, The result was they
came to treat Feonomies as an exact science, and
they expressed their conelusions as ““Tiaws’™ and 1n
the mathematical form of equations.

Fconomies now treats of human wants, not
bread and butter only, but fresh air and sunshine
and beautiful homes set 1n roses. It does not now
Inv down “laws.”” but speaks of ““tendencies.’”” The
old Political Economy ‘()0'{('(] for ““hard facts™’ to

base 1t ““laws’™ on. The new will loqk for the
mental factors whieh underlie and w]nph cause
the<e “‘hard facts.”’ Walker savs: “ Political

wadeil e MHard Legnomy has to do with no other subjeet, whatever,

Facts

1
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OLD LAWS AND NEW TENDENCIES.

than wealth.™ Well, then, think of New Zealand
in the hands of the Maorisa, and look at 1t now,
What caused the differer ce, the mental and spiritaal
difference between the Maoris and  the  presont
population. look forward to the civibisaition of
the future, and what will cause the change  differ-
ences in the mental and sparitual factors? 1 hese
are the causes of even material wealth, and these
are the true Foundations of Feonomies. O this
side, then, FEeconomies is a mental science. iy fol-
lowing this we may wpe o carn wow to mahe the
most of our men: how to have besutiful arties full

of strong and happy citizens, instead  of  slums
breeding wastrels.

Human Wuants., Well, there i1s one thing we
all want; we want to make sure that 10 one need
» awrve in the midst of plenty. I he new Eeonomes
will give us hope and guidance there, point to
abundance for all, and teach us how to get at.
The first thing, theu, 1s to prose that there IS
abundance for all. The t)lll Feonomies hemmed
us in with unavoidable “*laws,”” which they said ex-
plained the misery of our people. ‘1 here was the
“*“Law of Rent,)”” based on the “‘margin ot cultiva-
tion,”’ which condemned us to the same hardships
as if we were all hiving on the poorest land in ceulti-

vation: the  Malthusian Theory  of Population,
\\'lnc h expluined that all our strugeles were in vain,
for any alleviation of our conditions would at once
lcad to such an ncrease of our population as would
mahe us wor<e off than cever: and tinally there was
the “‘Law of Supply and Demangd,”™ which  was
always appealed to i any difticulty, and as it moant
nothing. it was invaluable as a cloak for ignorance
and a handy means of stopping the mouth of incon-
venient cenquiry. This War has tested all our
theories, So many things have bean done that
hefore it had been declared to be imgtossible, and it
has cut deep down into facts, exposing fre<sh <trata
and thetr relation to one another. Oune thing it has
surcly Jdone 150_to _prove that 't was not <super-
abundance of populantion that caused t e submer med
tenth fo be shorfof food and clothes. I before
the War, there were more mouths than food, then

2 Chapter I.
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FOUNDATIONS OF ECONOMICS.

the taking away of so many men from the ranks
of the producers and setting them to the worst form
of destruction would coertainly have aggravated the
previous shortage. Instead of that, the War has
found work for all, and the food was there 1n abund-
ance, till the submarines destroyed so much ship-
ping as to make it diflicult to import the usual
quantities. Up to the present-(July, 1918) Britain
has put about seven million men under arms, and,
in addition, there must be many more milhions en-
gared 1in *War work.””  The proportion of the male
population that is left to supply the ordinary nceeds
of the country cannot be very great, and yet, until
the <hortage of shipping became serious, the lower
part of our population was better oft than it had
cever been.  If we could do that with such a large
proportion of our men absent from production, what
could we do if we had every man at work ?  Food
and comfort for all seem certainties. Garden-cities
evervwhere, fully of happy homes, seem to require
no more work and skill and courage than we have
been manifesting during the War. If we could
work together after the War as we have done dur-
ing it, all these things would be possible: but 1f we
ro back to our old Individualism, one thing very
likely to happen 1s that the enormously increased
Ffficieney of Produetion will cause a giut of some
common article. Then comes Depression of Trade.
and then Financial Orisis and Panie.

IFor a long time now the Malthusian Theory has
been an INVERSION ot the facts. [t was not
because there was too little food to go round that
the poor went short, but because the ISthiciency. of
Production had inereased so much that half the
Fuds were not necded. Machinery had taken the
place of men, As longr as all the men were needed
i production, every man who could work could get
a share of the comfort produced, but now half of
them can be dicpensed with, without redueing the
total product. We have had plenty of comfort
‘)rculll('c'l]. but not work enough for all: consequent-
v there was a constant strugele amonger the workers
tr obtain that work, and so to acquire a share of
the comfort, Plenty of food and not enough work

Chapter 1. 3

Digrtized by Microso t



OLD LAWS AND NEW TENDENCIES.

t» do scems an enviable condition of affuirs, und so
it might be, but we huve turned 1t mmto a curse.
Iustead of utilising our surplus lanbor to dig canals,
build harbois, and garden-cities, make roads and
plant trees, harness water-power and drain swamps,
we have left it to squabble and starve till it is a
danger to the community . Not =so very long ngo
~mallpon, cholerta, and the plague were looked on
u~  “‘mys~terious  dispensations of  Divine  Provi-
dence,”” and any atteanpt to prevent these diseases
was treated as being almost impious.  In the same
wuy the dogmas taught by cconomists have closed
our exves to the truth and stifled enquiry. The Mal-
thu~ian Theory, for example, has blocked progress
for over n hundred years., Now, I maintain that
we can produce abundanee of food for all our people,
and that we have such abundance of surplus labor
us could, wisely directed, in a few years’ time, give
to all classes ull the comforts and many of the

luxuries of civilisation. All that blocks the way
i~ our ignorance and selfishness, I s now at-

tempting to elear away that ignorance. The selfish-
1 ess will be w bigwrer obstacle, but not <o big as it
looks. Consider the ditliculties that have been
the way ot unselfishness. Almost all the rewards
the community had to bestow have been given to
the shrewd,  capable, greedy  business  man.
When a man 1s perfectly wise he does his duty, be-
cause nothing else appeals to him: but in our
present society the example of such a man 1s lost.
The great successes that fill the newspapers fall to
a difterent type of man, and their example corrupts
the next generntion, imstead of raising at. If the
public honors were conferred on the best of our
men, and greed and shady practice sternly repressed,
we  should find truth and honesty and unselfish
public service rise at once to a bounteous flood.
Our present system does o very great deal to reward
baseness and to ignore unselfish work for dutv's
sanke, and yvet 1t has not managed to root out the
better qualities. This War has shown us, much to
our surprise, that we were surrounded by heroes
who would have died unknown im other circums-
stances.  If we would only give virtue a chance we

4 Chapter 1.
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FOUNDATIONS O]Y ECONOMICS.

should find i1t equally common in civil life. Ilitherto
it has not had a chance. It has been ignored and
starved, and still it has not died.  What is it cap-
able of if given a suittable environment ?

Chapter 1. b5
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ANALYSIS AND DEFINITIONS,

1 shall now proceed to attack the ignorance that
stands 1n our way.

According to the Leonomists Rent depends on
the ""mugin of cultivation.”  ‘There is some land
~o poor that 1t pass no rent. Anjone usings band of
better quality }l.lﬂ to pay for the differer ce, He
obtains possossion of an instrument of production
of supecrior efticiency and has to pay for that ad-
vantage.  No one attempts to point out the land
that pays no rent, and when corncred they refer
rzou to the fact that cach appheation of labor and
capital to the land yield< less return than its pre-
decossor, amid they speak of the ““marginal applica-
tion"" of labor, cte., to all land, nstead of the
hy pothetical prece of lund “*on the margin of cul-
tivation.”” Now would the existence or non-exist-

ence of this land “*on the margin of cultivation™’
have any effect on Rent * If all the land of a
country were uniformly rich would 1t alter Rent®

Not the <lighte<t.  The real foundation of Rlent s,

what the workhers have come to regard as a fair
return to them.  Anything the land produces more
than that the landlords can take as Rent. That 1s
the true base of Rent. It has been spoken of as
the Waorkers *Standard of laving.,'® but I shall
call it the_Workers” Demand for Reward, because
the Demands of all lasses are 1n perpetual conflict
with one another, and the phrase Demand for Re-
ward  harmonises better with the idea of this
Struggle for o Living than does the Standard of
Comfort.

Long-pertiod Rent then depends on the Demand
for Reward. If the workers et less than what
they have been awccustomed to whiat they have
learned to look on as a fair thing, they withdraw
from production in many ways. The farmers may
throw up their farms, tiy dealing, get o job in
town, or emigrate.  The labourcr<s may drift to the
towns, to the Colonies, or to the poorhouse. DBut
both farmers and laborers have one last resource,
1f their conditions are sutliciently miserable there
need be no next generantion. T.onger before that
point 1s reached, however. the number of cehildren

6 Chapter II.
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FOUNDATIONS O ECONOMICS.

“‘bred to the farming™' 1s decreasing.  Farmers aond
laborers alike., when times are hard, they cannot af
ford to marry. and as the boys grow up they bitterly
advise them, ‘“‘“Anything rather than farming.™
This i1s the true “margin of cultivation.”” DBelow a
certain point the workers refuse to submit.  On an
Fuglish estate you can get higher rents by bringing
in Scottish farmers, and it would be possible to
ratse the rents in Scotland if you could bring in
Chinamen and displace the Scots. The “margin
af cultivation’  is not_on_the land, but_in_the hearts
of the people. It may scem a small difference, but
mm the first place 1t 1s true, the habits of the people
do decide what land shall be cultivated and what
1s too poor to bother with, and 1n the second place
1t has important results, as we shall see 1in the next
stage.

Tong-period Interest, Profits and Wages may
in the same way be shown to depend on the De-
mands for Reward of all classes.  Having come to
that point we at once realise  that  these four
Demands must be engaged 1in a constant struggele
and that whatever one gets will be at the expense
of the others. This T have called the Strugele for
o Living., I this Struggele for a Taving the Four
I'actors of Production fight for their proportion of
the total product, and 1t i1s this perpetual struggele
which causes the total to be so low. [If we could
mitigate the strugerle, the total to bhe divided would
be so much greater that each of the Tour Tactors
miccht et a2 much Targer dividend than 1t does
now, but for that a general spirit of unsclfishness
1= necessary, and the Strugele for a Taving does not
encournge that.

M~y conclusion then i1s that T.ong-period Rent,
Interest, Profits, and Wages depend on the De-
mands for Reward of all classes, the Bounty of
Nature, and the Ffficieney of Produetion. There
is another point seldom noficed, hut most 1m-
portant, that Profits alone  affect the amount of
the Product., If Profits gain at the expense of
any other of the Four Factors, business expands,
the employvers  extend  their  operations, and in

Chapter II. 7
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ANALYSIS AND DEFINITIONS,

ompeting with oo wotler they nre bouwr d to
~huae then tns with ol the other | wtors, but af
Mohts fall, no mattcr which Tactn scems to be
wuitingr, they wall all lose, tor production wall be

”~~
checked and there wall be les produced, and con-

quently le o to be divided. Proats hold  the

iotthe of our presort <y stem., ren an)d of the
other Fadctor ~squeerzes Proat Ll e thirottleas dlosed,
and thare v moaaity for all, Whn Profhts are
high, the tatal to be divided incresse s, and there 1«
abundance for all. IMofits directly contiol the
total produced. The othar three PFictors only

iflect this through Profits,

This 1s one of the ~ources of that Deadlock that
~o often paraly ~es Production.  When the Struggle
tor a Lving becomes acute, the wheels stop and
t othing is produced, consequently no matter what
1 crease in its proportion any  Factor  may have
rant ed there is nothing to divide, and all are losers.

Hitherts T hanve been referting to Rent as aone
of the Four Factor<s of Production. It would be as
well to stop and prove that this is correet, Ever
since the days of Ricardo it has been an aceepted
doctrine that Rent does 10t enter into Cost of I’ro-
e don. ne m on oaas a poor farm and pays a low
1ttt Another with rich land pay< a Ligll rent.
'he difference in rent is counterbalunced by the
returns from the land., A shopkeeper with a shop
in a side street pavs less rent than one in a
fashionable <hopping quarter, but here again the
difterence in rent is counterbalanced by the Jdiffer-
crce in the opportunities, and in comparing those
pading  high rents with  those in the cheaper
situations, the reants do not affect their relatirve
chances of making money. (My own impression is
that the man of the highest ability ~tands the best
char cee where the rents ure highest, though a poor
farmer will lose money  quicher on a good farm
thivn on a bad one),

I admit that in compnring one rentpaver
with another, the rents  do not  afieet  their
chances of success relatively to one another, but

S Chapter II.

Rent is one
of the ¥Fnctors
of Froduction.



FOUNDATIONS OF LECONOMICS.

that is quite a different thing from saying that the
community as a whole is not affected by Rent.
Where all are equally crippled no one 1s any worse
ot than his neighbors, but it 1s a long step from
that to the next one, that because all are equally
crippled none of us i1s the worse for it, and that
bacanuse all are handicapped by Rent to the same
le vel therefore this handieap does not affect the
commumty. OUn the contrary the level at which
Rent stands is a most vital element 1in Cost of Pro-
duction. A general rise in rents lowers the con-
ditions of hving of all the rest of the community,
and what adds to their msery 1s the sight of the
superabundance of the landlords. A general fall
in rents lightens the burdens of  everyone, and
spreads case and comfort everywhere.  loconomic
lkent then 1s o tax on the community as a whole,
though it does not affect the relative position
of difterent producers within that communuity. It
does not aftfect the cost of any one article as coin-
pared with that of any other made at the same
time and place, but in considering Cost of Produce-
t.on the goneral level of Rent 1s a most important
factor, and as landlords, hike all the rest of us, are
constantly trying to obtain a larger share of the
total product, the level of Rent 1s just as 1mportant
fo the cmployer as the level of Wages, If Rent
goes up it aftects his Cost of Production in exactly
the same way as if Wages or Interest had risen.
While the level of Rent 1s steady it does not affect
the profits of individuals as  compared with one
arcother, but Rents cannot rise without reducing
the share of the other Factors, and a fall in Rents
leaves more for the rest, besides which a fall in
Rents grenerally means a rise in Profits, and that
is o great stimulus to Produuction. It seems to
me that the distinetion T have drawn between
Rent, at one time and place, and differences of Rent,
between Rent fixed and Rent moving, is similar to
that between hydrostatics and hydraulics. It 1s
true that water will stand at the same level at
the two ends of a pipe, but that fact is of little
miportance when once the water begins to flow
through the pipe. As soon as it begins {o move it

Chapter 11, 9
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ANALYSIS AND DEFINITIONS,

obey different laws, Bicardo’s Law of Rent s
partly true until the Rent hegins to move, but as
soon a un)y iffcrerces of Rent appe ar his law fails
to apply. The parallel diffcronce betweon hydro-

tatics and hydraulics rathaer cncourages  me  in

nnntamnin ® thit here we haive Rent Statiee and “:‘;'";, n:;‘:;
Rent Dyunamic. ?

I have rrcnml that Long-period 1tent, foterost,
Profits, wnd Wages deperd on the Demands for
Reward of all el asses,

Short-periad Rents,  Interest, Profits, and
Wa oo, depene on Supply  and Demand. This jSupply  and
i1~ o1« of the ¢ phrases that abourd i the half-
h *ht of the begintin s of  <cwenee,  oxplanaty g s
which do not eaxplan, and which only conceal our
1 rorunce, and burke  enquiry. Similar ternmns
thound in the carly <taiges of  all studics, for -
stance, combustion was caused by phlogiston, and
v punp suckhed water becanuse **Nature abhors
vacuum T When we say that Short-period Prices
to takhe the maost  tapical example)  are aed by
Sapply oard Damard, we really mean that Prices
tx th asehies caimehaw, ard that the causes oper-

tar ire s~ 1 ey th toat s almost ampos<cible to
 oderstud the pesult: but we (loh our 12 ormnee
by burvi 1t 11 the cmpty phrase, and then by
shutte OUr eyes we r-u.u'c- ourselves that  we

Fave explaared things,

1.t us try to <eee what hies below Supply and
Do arnedl 1 ach has twao sides, mental and materinl,
S pply convers the ctocks of all Kinds presen and

} I «tine, and aldo what “*the market™  thinks
1t the o tod hs, l)t-nlnj d al o his twao sicdes,
Ie t 1l conmmaoditics needed ar d our opinions as

v d r carstutly train st forooast the future
f the o tiodhitics concerred, and to guess the
chn « 1d adey of thair nearshbours e d  thes

¢« et t r oas to the probable course of the market.

1) every Mardawy narmiar = producers, merchar ts,

a d o psutwers are all bu v traynn e to fiind out how

11 h wall be need Jd, how nuch will bhe re dyv ar d

t
t wl t wall be required, and both Supply and De-
!
4

10 Chapter 11



FOUNDATIONS OF LECONOMICS.

what everybody else thinks will be the price of it.
In the long run the quantity required and the effort
necessary to produce it, DO govern prices, but for
this morning’s price what *‘the market’” thinks is
far more important, “The market” may be
completely wrong, 1t often is, but that will not
prevent it from ruling to-day’s prices. We all
know what 1s meant by the “‘credit’ of a merchant.
His neighbours are always studying him. They
appraise his asscets, his ability, his habits, and hs
character, and the market valuce of all these 1s sum-
med up in his ““credit.”” The “‘Credit of the Mar-
ket™” (sav for Cotton) contains the same ideas, all
“that we can find out about the quantities needed,
the gquantities likely to come  forward, and the
opiniong of both producers and consumers. The
advantage of the term i1s that it lays emphasis on
the mental side of the guestion. When you speak

Rest on the (f  Supply and  Demand yvou are pointing to the

Credat of
Market.

the

materials. The Credit of the Market asks you to
look at the opinions of the merchants, what they
think of the chances.

Now for Short-period prices what the mer-
chants think is really the vital factor, o I say
that—

SHORT PERIOD PRICES DEPIEND ON TILIY
CREDIT OF THIC MARKIET.

This does not cut out the idea of quantities of
things, for the merchants’ opinions rest on these,
but when  the merchants’ opinions are  wrong
to-day’s prices follow these mistaken opinions. The
difference between these two phrases, Supply and
Demand and the (Credit of the Market, 1s not a
trivial one. My phrase will lead to much more
attention being given to the influence of mental
causcs which are the real ecauses of the differences
between different socteties, CComparce ancient civi-
hsations sn(-fr as that of the LKgyptians or the
Greeks with our own and what caused the differ-
ence”  And in looking forward to the civilisation
of the future what stands in our way to-day ® The

Chapter 11. 11
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obutacles are mental und spiritual.  The Jeconomics  sfeaial amd
that looks to these is dealing: with fundamentals and speiiealcanees
may well live when the older Political Feonomy is cveryinieg

Cdismissed to Saturn.'’

12 Chapter I1I.
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FOUNDATIONS CIF ECONOMICS.

THE STRUGGLIS FOR A LLIVING. Chapter I11.

In my last chapter 1 tried to show that the
foundations of Iconomics are mnot material but
mental. Beneath these again hie spiritual eauses,

but we shall come to them by and bye. We are
now beginning to rise out of the haze. T.et us

look back and sce how far we have come.

I'or Short-periods, Rent, Interest, Profits,
and Wages depend on the Credit of the Market.

For Long-periods, Rent, Interest, Profits, and
Wages depend on  the Bounty of Nature, the
Efficiency of Production, and the Demands for
Reward of all the Four Factors of Production.
Each of these I"actors is  continually trying to
imcrease its share regardless of the others. 1f
Profits succeeds in this, Production i1s increased,
but if any of the other three IFactors gains at the
expense of Profits, Production 1s checked and there
1.4 less to divide. It would seem then, that a time
of high Profits would be a period of prosperity,
when there would be abundance for all, and so 1t
often 1s, but there are many things that prevent

this from lasting long. We shall come to them
before long. In the meantime we sce that Rent,

Interest and Wages are engaged 1In a  continual
strugrgle with one another and with Profits, and
that this struggle prevents I’roduction from ever
doing the utmost it i1s capable of, while 1t occasion-
ally results in o complete  deadlock, in whieh
hardly anything 1s produced. Profits hold the
throttle. Anyvthing that lessens I’rofits at once
checks Production and reduces the total to be
divided. This 1s one of the principal causes of the
ineflicieney  of our present civilisation. The
weight is carried on the throttle. Is there any
wayv of preventing this? There i1s none that does
not involve the complete remodelling of society.
Many thing= might be done to lessen the
Strugele for a Taving, but the Struggle itself
scems a necessary concomitant of ITndividualisin,
and T see no way of completely preventing it while

Chapter T1J. 13
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we retain our present sy stem. In the caine  of
great monopolies we are begmmmng to feel thut
privatc control is opposcd to the nterests of the
community, but 1 believe we shall i d that at as
Just as harmful in the v ¢ of the small bu ness as
in that of the giant ““combines.” At present Pro-
duction HAPPLNS, It 15 10t Planned for the
public interost, but 18 stimulated or depres od by
the private interesfs of the employers. The waste
of Boom Times and the want of Bad limes are
(-quully thevitable whilee we leave Business to grow,
without any attempt to guide and control 1t for
the public benetit, The present luck of plan is
obviously a makeshift, temporary  arrangement.
We leave Production in the hands of the employers,
whose mmterests are often opposaed to Production, and
whose powers are frequently throttled by the
Struggle between themselves and the other Factors
of Production. The workmen are beginning to waken
up to the public naturc of come of the functions  of
the employer. They have Want on the one side and
the cmployers on the other, and they  say why
should not we have n say in the manngement or
clie let the State provide cmployvment where we
could feel we were working for the community and
not for the profit of an cemplover?®®

Civilisation has fumbled and groped its way
into its prosent position. The only thing that can
bhe sard for it 1< that it still works., though with in-
creasing ditliculty, but that friction is likely to
increase.  The workers living unhealthy lives in the
midst of our great cities are not satisfied, and it
would he a pity if they were,. We MUST improve
their position for the city life is destroying them.
It may be that public control would introduce ~till
worse evils,  If so, then all we ean do is to keep
on trying in a small way, learning from our

farlures and gradually training ourselves for further
advyvances.

*Note., A lot of this feeling is due to a mis-
taken view of Profits, We chall evnamine Profits
in another chapter.

14 Chapter III.
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FOUNDATIONS OF IECONOMICS.

BOOM TIMIIS AND BAD TIMES. Chapter 1IV.

We have now got to a point from which we can
look out over the lower hill-tops at the great
question of Over-production. What causes that
periodie pendulum-swing in Production which has
been such a feature of our civilisation for at least
the last hundred years? Everyone knows what
Hard Times are; no one, at the best of times, 1is
ever quite free from their shadow. 1In Good Times
every man i1s busy; there is work for all at good
wagres. When ‘“‘the Market i1s 1lising,’’ Profits are
increased in two ways. The total produced 1n-
creases at once, and also Profits get a larger share
of the total. Every employer rushes in to catch
the rising tide of prosperity, and that swells the
rush of business. EKverything sold to-day was
made some time ago, when cost of production was
lower, and therefore PProfits are high, and this en-
courages everyvone to extend his business. All
these things react on and intensify one another till
the Boom rises to a crest like a breaking surf. F¥or
a while 1t has seemed as 1f ‘““Any Fool could Make
Money,”” and the most desperate plungers have
succeeded far better than sound, cautious business
men of long experience. This can only continue as
long as prices keep rising. The folly and waste
of Boom Times tend to reduce the Ifliciency of
Production, there are strikes for still higher wages,
and Rents, which have been gradually rising, begin
to overtake Profits. The older men have shortened
sail. but some of the ‘““Tools’’ who have been suc-
ceeding so well ““rush in’’ a little too far and get
caught. There 18 ‘“An Iasier Tone in Business,’’
followed by ‘“‘IFailures,”” ‘‘Reductions of Credit,’”’
and ‘““‘Depression.””  Then comes Panic and Want.
This is what you expect if Prices rest on the Credit
of the Market. A rise in prices improves credit,
and that raises prices again. A rise in prices in-
creases the (-nll){o_\'ers’ expectation of profits, and
immediately the throttle is opened and production
booms. The total produced being greater, the
dividend of each Factor is greater, and for a little
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tho Struggle cases oft shightly. This also hdlps to
add to the totul product.  Lavery effect becomen o
cause, und still furllu'r ral s prices, 1he aubur d-
ance of Boom Tines is largely due to increa o an
the total product and to det rense an the Strugcle
usual i the divisvion of that product, which s due
to the fiaet that  for a tume  the  producers,
cspecially I'rotits, have haed n be tter
~hure than usuunl. What causes  this ever-
recurring: swing: from  Good  ‘Fuanes to Badr
It is prindipally lackh of organisation. There is NO
organisation controlling Production, nc ore to sy
how mudch whaat or cotton the world will v cod 1 et
year, nor who is to set about growing it rtow.  ‘1The
cemployers for their own sakes do all they an to
provide a sort of awmnteurish substitute, bhut we o
seee how inetlicient 1t i< by the fact that an thi~ War
every Government has had to tey to amprovise t e
organisation 1t had previously protosted was un-
necessaty, uujtmtiﬁnblh-. and mmpracticable. Of the
Four Factors of Production no one has con trol of
the whole. Foaey o 1 cuan veto tis woao e by
withdranwing its ovwn <share 1in the work, but there
1s no one head over all. The cuployers have more
power than anv of the others, but even they haave
very little. They hold the throttle, bhut there 1S no
brukhe on the tail of the train. T can rerrember raal-
way trains i the carly "T07°<, before the Westings-

house brake came 1n. They were Dosely coupled
together, and the hand-brakes in the engine and
the brake-van were all they had. The result was

that if a sudden stop had to be muade, the shock
iven by the engine came  rippling along the
train.  You could hear it comine, bump., bump.
bumptity Bump, and then it died aw oy agan behind
you. Nowadays the train  is couplod up <y tight
that it ix n unit. and the brakes nre <o good that
the engine-driver has complete cor trol, Modern
Production is loosely coupled, and the engine-driver
has lLittle control. He can opon the throttle and
set the train goingr, but if 1t <tart< runnit ¢ down-
hill he eannot ~top it without bair g run 1 to by the
rest of the train.  Prafits are the engine driver, v
there is a very long and very Doce couplin ¢ hetween
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FOUNDATIONS OF ECONOMICS.

them and the other Factors. I’rofits respond much
quicker to any change in trade than do the other
Factors. When trade improves slightly, it nearly
all goes to Profits—at first. By and by the other
Factors get a share, but at first P’rofits get 1t all.
The result is that a very slight rise in prices gives
a very great stimulus to Production, and a very
slight fall is enough to cause a serious check. DBut
we must remember that a rise 1n prices may mean
a rise in profits due to 1ncreased demand, or it may
spring from a rise in cost of production, which
forces prices up without i1ncreasing profits at all.
it is only when a rise 1n prices means an increase
of Profits that 1t stimulates. Production. Keeping
that in mind, it 1s, T think, true that the pendulum-
swing of modern Production is due to the fact that
Profits hold the throttle, and that they are so sensi-
tive to any change that they always go too far and
‘ause a reaction. In steering you must learn to
steer fine, and before you have brought her round
quite far enough, ‘“‘meet her with the wheel’”’ to
steady her. Now, in our present svstem, there is
:fli lot of ““back lash’™ and no possibility of steering
ne.

Our finaneial system, which makes gold the
only legal tender, also produces ‘““nerves’ in the
steersman, but we shall come to that in the chapter
on Money.

Profits are the first to respond to any change

in Business. Rent 1s the last. The effect of that
1s that when prices are rising the burden of Rent is
mitigated. Iiverything sold to-day was made some

time ago, when Rents were lower, so for the time
being Rent forms a smaller part of the Cost of Pro-
duction than usual. When prices are falling the
reverse 1s the case. This 1s the second great cause
of the Pendulum-swing, greater I think, though
less noticed, than the similar pressure from behind,

of Interest and Wages. Even 1f 1t is not greater
in amount than the effect due to Wage-struggles, it
1s certainly  longer in  duration. Wages may

strike’’ against o fall, but the men soon come to
the end of their resources. The J.andlords can and

Chapter 1V, 17
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BOOM TIMES AND BAD TIMIES,

do fight much longer, ard this is the privoig il

caune of the termible durition of these geriods of

Dull Timex, when erery one is lesrt-broken for oo o
want of work, and when it scems as f things would se beare
NLEVER begin to move ugam. It ha  not attrac ted

notice hitherto, becanuse tho ¢« who wore studying

the question were hypnotised by the dogmo that
“"Rent does not enter into Co t «f Product on.”™" All
itferences of Rent do affect Cost of Production, and
whenever prices rise or fall, the burden of Rent

ulters very fast and to a very serious extent.

Another thing that helps to cause the Deadlock
known as Bad Thimes 1s that there is now a very
great Surplus of Labour. The Etheieney of Pro-  the sarplas
duction is now so great that we do not require all of Lebour
our men to produce the commodities we are in the
habit of consuming. The War has proved that, by
showing what we can produce when a very large
proportion of our men 1s withdrawn from Produe-
tion. In time of Peace, that Surplus Population
is a menace to the interests of Labour. Every
worker has to think of the chance of being “tout of
work.”’ and the workers are constantly tryving to
reduce this danger, though some of their efforts, hke
the “‘ca canny’™' policy, do a great deal of harm to
the community, and probably to themselves also.
They feel their position insecure, and this makes
them hard to manage, alwavs afraid of being im-
posed on, “‘jumpy.”” and suspicious. ‘The pre<ence
of this Surplus adds greatly to the power of the
wealthy over the poor, and helps to explain the
extraordinary difference between the conditions at
the two ends of the social scule. Organised Labour
frequently talks about the Genernl Strike.  Well,
1f by that they mean to <top Production by standings
idle themselves, they cannot do it Production is
now so eflicient and the Surplus Lubour <o abundant
that it 1s very unlikely that the Trade Unions could
do more than starve themselves. If the Trade
Unions, having ordered a General Strike, attempt
to prevent anyone from working, that is  civil
war. and is also likely to be easily defeated. The
Surplus Labour and the great Efficiency of Produc- helpe to cause

tion nowandays also help to cause the Pendulum. the Peadolam-
swing.

1S Chapter TV,
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swWingr. There is no doubt that useful work could
be found, for all and at all times, but not in an un-
hmited expansion of the same kind of work they
are doing now, In Good Times, when all hands
are at work and all the machinery going full time,
there is much more produced of common comimodi-
ties than is  distributed by our present systm.
I nder any Government which organised Production
the amount of these to be produced would be con-
trolled, and the Surplus Labour and muachinery
would be utilised in permanent improvements.  For
Inck of that we now have in Good Times too much
produced of the ordinary articles for which the
demand 1s not elastie, and in Bad Times the stocks
in hand have to be got rid of before Production can

start agam.
Production 1s now left to HAPPICN, with

hardly any organisation. What would happen to
an army that fought in that way? We Kknow

waat would be the result, though we can hardly
concoive what such an arimy would he like.  Prince
¢ harlie’s Highlanders, who followed him to Derby,
pandering all who came in their way, but fighting
well, when they were not quarrelling among them-
s(lvvq is about the last example we have. But
they followed him only to Culloden, where their
ficrhiting and themrr gquarrelling came to an end. When
once we have organised Production, we shall look
back on our present lack of system, as a soldier of
to-day would look on the rahble that followed

Prince (‘harlhie.

To rccapitulate, the Pendulum-swing of modern
Production 1s due to lack nt organisation, to loose
connections and “*hack-lash’™ everywhere that make
gutding and control impossible, to the varyving bur-
den of Rent, which presses lightly on a rising
market and erushes a falling one, and to the Surplus
of Labor., which as yet h.xs not been recognised,

be a much less made use Of, <o that instead of being a

bl"-ll'g. tHul §a l'l‘.s\"'(r l‘ is- M1 CUrse.

& Cut e,
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MONEY. ci~f&e G

)lulu'\ 1% ﬂ‘ubdl)l) the lunnv»t und vaitgruest of ull
the terms u--wll in Economios, and that s sy ing a
good deal.  In ur«llnur\ use, Money embraces four
1wdcas, Wedlth, Capatal, Curtency, and Credit, When
cconomists discuss Money they are seldom pefer-
rnn to Werlth, hnt they often speh of \lnln'\ n
such 1 way ax to include sometimes one, AT LTI
more, of the thiee s, Capntal, Curreroy, and
Cradat. Still oftener, they prove o proposit’on, giv-
g Money one meaning, and then build on that
proposition, using Money in another of its mean-
1S, Much of the confusion on the subject of
Money springs from the looseness in the term,

Cupital means the fruits of Labour saved
und applied to DProduction.

Cu<h or Currency I shall Lhimit to Legal
Tender.

Credit includes bank-notes, bhills, chegues,
and credit of all sorts un\tlnn-' that
cun be used us @ means of u\ch.un;:v.
except legal tender or exchange by
barter.

L.et us try these definitions in actual use on the
Quantity Theory of Money., Roughly, that theory
is, that Prices depend on the Quantity of money
tn  circulation, Now, if we substitute Currency
or Legal Tender for Money and say that Prices
depend on the quantity of Tegal Tender in cireu-
lation, it is obviously untrue, for though, two or
thrm- times in the last century Prices did depend
on Legal Tender, the result was that Prices vanish-
ed h produce became unsaleable.  In ordinary
tillll‘h then 1t is certainly not true to ~ayv that ’rices
depend on Legal Tender, 1 we bracket Carreney
und Credit and say that Prices depend on Curreney
and Credit in circulation, it is  fairly  true, but
only as long as we kecp the weight of the rule
on the Ia~t phrase, 0 cirewdation. Not  the
money in existence, but the money in circulation,
affects Prices and  the circulntion,  that  31s the
rapidity of the current is the vital factor. At
the beginning of the War there were two or three
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FOUNDATIONS OF ECONOJMICS

days of Panic when cheques, even bank  drafts,
were of little use. No one could sell anything.
P’rices had vanished. The amount of money 1in
¢xistence was exactly the same as before, but that
had no eftect. Well, as a matter of fact 1t NEVER
has, but on that ocecasion the lightming-flash of
War showed us what we can hardly see while the
machinery is moving. Prices depend on the amount
of Jurrency and Credit in circulation. That is
true «nough, but 1t meoeans nothing, for 1n one
night the amount in circulation may come to
nothing if the shock is severe enough. The amount
of \lnll('\' in circulation I'TSELI depends on what
I have called the Credit of the Market. It will
therefore simplify matters if we cut out that vague
and slippery term and say that Prices depend on
the Credit of the .\Iarket. The ‘‘quantity of Money
in circulation’ may mean anything. It gener-
ally means the demand for commodities at the time
and that could exist without money at all if the
State would keep books for us all, as the banks now
do for so many of us.

Let us now examine the functions of Gold.
Gold is not at any time the Means of Exchange,
but it is in ordinary times the Standard of Iox-
change, like the bubble in the spirit-level. The
value of Gold is fairly steady, and as anvone can
in ordinary times demand five sovereigns for every
fn‘v puun(l note he has, that keeps banknotes at the

ame value as Gold. As long as that i1s so we are
wnrking on a Gold Standard without the trouble
and expense of using Gold.

How does Gold aftect Prices? 1 said that for
Short periods, Values depend on the (redit of the
Market, and for Long-periods on the Demands for
Reward of all classes, the Bounty of Nature, and
the Efficieney of  DProduction: but  for medium
length periods it is very handy to say that Values
depend on Cost of PProduction. It does not go so
decp, but it 1s a syery handy  sounding-line for
medium depths.  Well, then let us use 1t. The
value of Gold depends on Cost  of  Production.
The value of any other commodity also depends on
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Cost of Produdction. ‘I herdcfore thar relative values
depend on therr reltive Costs of Produdction. If
Jou now find out the werght of gold 1 a sovererern

dou can estimate the price of o ton of the com-
maodity

The Long-period PPrice of any weight of o com-
modity depends on the waight of a rovercign and on
the Cost of Production of Gold compared with that
of the commodity in question.

Prices of  commodities move  up nnd  down
directly in accordance with thdair Cost of  Pro-
duction, for their producers cannot keep on at o
loss, but the 'rice of Gold never varnies, it s
merely another expression of its weoight.,  If four
sovereipns weighed one ounce then everyone could
see that an ounce of gold was worth four sovercigns,
but the fractions confuse mwmany people. B the price
of pold never varies, what happens when the value
of gold changes?  1f the cost of production of pgold
rises, the gold-nfiners must gret more for their gold
or some of them would have to stop work. The
same 1s true 1if there 18 o general rise in prices, so
that the purchasing power of the sovercign 1s lower-
ed. The gold-miners will gret the same number of
sovercigns for their work, but these will not go so
fur 1n buying tools, machinery., and explosives, and
N paying wiagges, Some mines will find they are
losing money and will have to “close down.”® With
any other commodity, scarcity produces a rise in its
price, but the price of gold 1« alwars the same.
How, then, does a scarcity of gold produce the
counteracting force that sets thaings right acain.
It sicts through the Bank Rate. When gold s
searce there 1s o demand on the Bank  for grold.
Whoever has bank-note< must be rupplied Awith
rold., If he has Bank of Eagland 1 otes, the Bank
1tself must produce the gold.  If the notes are on
any other bank that bank must find the gold on
paan of bankruptey, and the Bank koeeps the re-
serves of all the other banks., At the heginninge of
a pertod of scarcity of pold due to a rise in its cost
of production or to a goneral rise in  prices, all
the banks find their reserves qadually decreas-
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ing. Supplies of new gold are diminishing, and
all who want gold more and more go to the banks
for it. The reserves begin to feel the stramm, and
vet the banks cannot refuse. They are bound by
law to give gold for their notes ““on demand,”™ and
regard for their own safety also compels them. The
slhigghtest hesitation would be fatal to them by in-
creasing the demand.  What can they do? The
banks cannot refuse gold to their creditors, but
they can ‘“‘reduce their advances’ to their debtors,
and by doing this they check Business. This
lowers prices generally, which, of course, 1s the
same as raising the value of gold, and that was the
wint we wished to reach. Prices of commodities
Loing lower again, the returns from gold-mining
are better and the abandoned mines are reopened.

The changes in the value of gold through
changes 1n cost of production are so slow that it is
very difficult to trace them except 1n theory. There
are other changes 1in the demand for gold which act
more qguickly. T.et us see what tould happen if
England desired to gather a large sum in gold to
increase the gold reserve, or to enlarge its gold
currency ¥ The Government having obtained the
Capital (say fifty millions) by cathering it as taxes
or from the investing public by a loan, would go
to the Bank for the gold. Tt has not got the gold,
so 1t must draw 1t from all parts of the world, and
it has only one bait to offer. It would raise the
Bank Rate. The first effect of this 1s to discourage
enterprise and cheek Production, and thus lower
Priees 2 Home. But if Business abroad is sound,
Capital will rush in from abroad to take advantage
of the high rate of interest offered 1in T.ondon. The
usual way of remitting to I.ondon, say from New
York, is to buy TLondon bills. Now a bill on
London 1s fundamentally® o paper which entitles
someone to receive there the proceeds of a shipment

of roods already on the wav. As  prices have
*Note.— Bankers' Bills  of FExchange are

founded on these commercial bills  which repre-
sent groods. The banks buy these by discounting
them, and so are able to sell ““Exchange.”
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dropped in London thiough the raising of the Bauk
Rate, the further shipping of goods there will be
checked, and the result wall be that bills wall be
carce and in such demand that the Rate of Ea-
change will rise until those washing to remit to
London anstead of buxing bills will have to get
rold and ship it. This is what the Bunk necded.
this goes on till the fify willion pounds’ worth of
rold reaches the Bank, and then the Bank Rate s
hn\ ered again.  The unfortunate thing is that when
the Bank finds that from any cause 1t needs gold,
it can help itself in one way ouly, by raising the
Bank Rate, and this always reacts on public _con-
fidence—the Credit o the Market, and this being
a menfal reaction there is no possibility of measur-
ing or predicting its extent. .\ catastrophe may be
started by o demand for gold, Tt first of vervy small
extent.  Let s examine what happens then. At
the beginning of any period of prosperity every
man of encergy and nhihty tries to take advantagre
of the opportunity by extending his business, Therr
success raises fresh demands all round them, and
nl<o adds to the Credit of the Market.  Others push
in and repeat their success. “*Buy any old thing™
becomes the motto, and the wrreater the plunger the
reater his success, Thix has two results., the
sounger and rasher plunge more wildly than ever,
but the older men have scen the ke before and
they bewrin to call in their resources. The plungers
begin to find themselves in difficulties. The smmartest
of them get out somehow, but the rest gret caught.
There 1s n failure or two, and then these seem to
become epidemie, They must have money, so the
binks rmise the Rate. By this time good, sound
businesses are beginning to bhe troubled by the
difficulty of getting accommodation, and some of
the banks are getting seared. and others are getting
into difficulties themselves, After that anvthinge
mayv happen, and no man ean foresee where 1t will
<stop, for the causes are alimost entirely mental and
net and react on one another in the most baffling
mant er.  If it goes far enough, whispers gret afloat
t bout <ome of the banks<, and then o demand for
rold beoins, Fvervone begrins to feel anxious
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FOUNDATIONS OIF ECONOMICS.

about his own reserves in his own particular bank.
Anyone who has money deposited is ussured by his
own bank manager that his bank has heaps of
money on hand, but he also hears stories of friends
who have tried to borrow from that bank and have
been refused.  Occasionally this has gone so far
that the Gold Reserve has disappeared, and the
Government of the day has had to immtervene and
owepension of cuspend the Bank Charter Act, thereby allowing
restores Credit the DBank of IKngland to issue Notes. Immediately
this is done, the Credit of the Market i1s restored,
and gold flows in again.  No one wanted the gold
for use. It was ounly fear made them demand it
ISvery man knew that he had to be ready to pay 1n
cwold all his obligations, and every man knew that
1t was impossible.  There isn’t the gold 1n exist-
cnce. That is quite enough to explain Panie. ITf we
knew that all ships were heavily “*over-masted’’ so
that a gale would endanger the best of themn, and a
hurricane would send the most of them to the bot-
tom, we should all be nervous on board ship, and
if we knew that there were not hifeboats for a
quarter of  the people aboard, the least sign of
disaster would send half the passengers screaming
ranics breqa fOr the boats. That is the way Panices are bred.
by Year and ivervhody knows that we may all be required to
nsulficient : .
Legal Tender. pPay In gold, and most of us know that if that hap-

pens we won't be able to get 1t, for there 1sn't gold

enougrh to do it. Well, if the release of a little
}mp(-r money immediately quells the P’anie, why not
mve a paper currency alwavs ¥ If Gold as our

only Legal Tender means that 1in ordinary  times
we use Bank Notes., knowing that 1o time of storm
we will have to be ready to pay gold, and that we
won't be able to do =o. why do we not use DPaper
Money all the time?  Tistory supplies the reason.
In the past, paper currencies have been so common
and have been so prone to lead to disaster that
“plain business men”” have developed the verw
deepest  distrust of evervthing but Gold as the
TLegal Standard. And yet we are growing beyond
o tuoney it. In any great emergeney Paper-moneyx  ITAS
to be uscd, and Paper-money, wisely used, saves us
when an obstinate adherence to Gold would not

Chapter V. 25

Digrtized by Micr soft



MONEY

only ruin, but starve a large  propoition of  our
people.  In my last chapter 1 hope to be able to
outline a scheme by which Paper-money, with its
cnormous ady intages, could be made, not as safe
as gold, but anfinitely safer.

In the meantime we have seen that Panie is
causedd by our Gold Standard beingg in addition our
only Legnl Tondor. ‘IThere 1s not enough Gold
in existence to meet this, so wheneser we are com-
pelled to use anly the Legal Tender we are withmn
un nee of Bankruptes, and only the prompt adoption
of Paper-money saves us from it. v ery business
man has seen or has read of these Panic<, and this
predisposes him to anxiety and “nerves.”” He feels
that the ship beneath him is unsound, and is liable
to disaster, no matter what his care and shill m: vy
be. and it is this feeling which exaggerates and
intensifies the Pendulum Swing till the wave of
e pression rises to the height of Panic.

) »
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Analysis of
Profits.

FOUNDATIONS OF ECONOMICS.

PROFITS. Chapter V1.

When the ordinary employer speaks of  his
Profits he generaly means his net returns after
paving all outgoings. e may own his factory,
have a lot of money of his own “‘in the business,”
uand work harder ]lllllh('lf than any. of his men, and
vet class all his net income as Profit. Part of it is
really Rent for the land his factory stands on. Then
the building requires to be provided for. The rent
of the factory })uil(ling includes i1nterest, sinking
fund, insurance, and repairs. IIis machinery also
demands interest, sinking fund, insurance, and re-
pairs. The rest of his money which ‘“‘keeps the
business going’™ should pay interest and an allow-
ance for risks run (including provision for Ilard
Times), which 1s really insurance. After that
comes payment for the employver's work equal to
what he would have had to pay a manager. What
1s left 1s true P’rofit, but how much 1s left? It 1s
a point on which very little exact information is to
be had. Many employvers who are enjoving big
imcomes do not know how much of t]mqo 1S rent,
interest, sinking fund, wages, and insurance for
the risks they run, and even if they do know the
amount of their true Profits that 1s a thing they
wenerally keep to themselves, We do not know
where the line of true Profits runs, but we do know
that many emplovers are below that line, and make
ne. real Profits If they were to sell the business,
invest the money, and take a billet they would be
much better off, taking the average of vears. They
have really been hving on Imterest and Wages, and
calling 1t Profit.  Well, some people prefer to be
poor as emplovers rather than comfortably off as
cmployvees, and when one has been a master 1t is
often difficult to et emplovment. Of course, there
are emplovers who make huge profits, but where
do these come from. T.et us examine the case T
am most famihar with., Take A and B, two farmers
on similar farms, but of very different ability. One
works hard. but i1s a poor farmer, the other has
perfect skill and judgment—is a born farmer. A
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his o poor anbing, o b ht chip, a0 bad o ter, few
tats, u mob of (ulls to all, ured v lot of dyin » hog -
poeets.  He make n bare living. 18 has @ bige Lanbe
ingr, nogood chp, few nus g, no doasthe, srdd cvery-
thang goes oft fat. He o o mshir g o fortuay e, In
that at the expen ¢ «t nyone?  No, ho cereate
<o much more wealth than AL Hais workhmen are
better oft than of they were workiawg o AL Lo das
1~ the bettor for the aurpluu me st 1 d weol he s da at,
ind Gasborr o is gichar by the money he spand
the ree He took s Profits from nos one, but «reatod
them, Wiathout his ability thst  oxtra wealth
would not uav exts <, e a1t o way 11 1 be
t Len from him without his conser o IT e taxes
or the claims of Labor (o of Rent or 1 te rest) tahe
from him more than he constders far that sarplus
wealth will not be created. **The rieatest bene-
factor of humamty i the mur wlo makes two
blide s of grass grrow where only one grew hefore,””
and the man who does so 1s e tithed to the <ec ind
bl de for himself, if he cares to cbam it None day
we may et bevond that, and ven v swrark for
the'r countinv, s at prescrt they are dyvinr = for ir,
but «ven when that time comes we <holl have 1)
temember our debt to the creators of the surplus,
and if we accept thair Profits reward them with
Hoy our.

True DProfits are the  Surplus crcated by the
FEmploses's Abithity  the Ront of Supevior Ability
w1 d they obey all the Linws of Rlent. This analy sis
ot Profits eaplains the talure of Co.operatine 1?1 s-
duc tion, The org vising of Produdction requires
supertor ability . and the ('n-nrl rators did 1 ot have
this. Profits were not created : tn most ¢ ises their
mana_en ent was so inetlicient as to c wase faillure

vd ligquid tion.  Co-aperative sellhing associations
 ave had better uccess, but tvV t "< haeause a Co-
opoerntive Society is free from ore of the « reat dif-
ficultic  of all retailors, how to obtanr o larne body
of customers, T v-oper. tive Store has its
custom =1~ bounnud ty "t mrd then 1 of the best,
Tho~e who have joire 11t are the thrittest of thar
clas<, nnd on a ocash basis there are 10 bad debts,
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FOUNDATIONS OF ECONOMICS.

Thisx is a great asset at the start of a Store, and
by and by they pick out some of their members who
learn enough to muake the management passably
cfticient. It is from these men, trammed in the
management of their local Stores, that the Whole-
sale Co-operators draw the business ability they now
possess.  There is no short-eut to business success.
A man must learn the business before he can
manage it.  This explains both the failures and the
successes of Co-operation.  The enthusiasm for Co-
operation, common u generation ago, was due to
ignorance of the true nathre of Profits. Profits
are not inherent in  business, something lying
round that any fool can piek up. They have to be
created before they can be divided. The ordinary
individual, hearing of big differences between whole-
sale and retail prices, speaks of the “‘big profits in
that business,”” but let him enter the business and
he finds that these are needed to pay the working-
costs, and that here as c¢lsewhere only the excep-
tional man can get more than the ordinary return
for his money and his labor. If these facts were
. once accepted by the working classes 1t would lead
to a very different temper among Labor leaders. At
Karl aarx  Present they are steeped in the doctrines of Karl
and Profits. Marx, and are perfectly convinced that the em-
ployers take their profits from their employees.
This doctrine causes most of the frietion, ill-will,
and suspicion between the two. It is really an ex-
plosive doctrine, more dangerous than dynamite.
Anyvthing that would destroy the Marxian theory
and replace it by the other theory that P’rofits are
cro:{tc-(l by Superior Ability would do a very great

Faects of inesd dCal to render possible co-operation between masters

different theo and men. Once the men felt that the masters
relations, were engaged 1n a ceaseless struggle to incerease the

Efficiency of Production and that their employers’
rewards came only from that inerease 1n Efficiency
which benefits the whole community, the present
jealousy and hostility would be greatly alleviated.

Here we have a striking proof that the founda-
tions of IKconomics are mental and spiritual. Noth-
ing at present could lead to a greater increase in the
wealth of nations than an improvement in the rela-
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tions between cmployers and employed. We sce
here how different theories about Profits may cim-
bitter or sweeten these relations so vital to us all.

*Note. 1t must alwayvs be remembered  that

there  ARE Profits  that are  stoen Plunder
pure and simple. Business Power at its worst be-
comes a very dirty business, But we have been

discussingr the Profits created by Superior Ability
cngvged in Production, not the l’lum]or acquired by
the Robber Barons of Business and Finance.
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FOUNDATIONS O] ECONOMICS.

STILL, DEEPER FOUNDATIONS. Chapter VII.

]

FFor the present I have finished my analysis of
our present system : well, 1t 1s not a system, only “*a
way of living,”” to use a Scottish phrase, strongly
tinged with contempt. lLooking back, we see that
the whole system 1s based on the Struggle for a
living, in which every class must fight for itself,
and in whiech what one class gains another must

lose. This Struggerle alwavs checks and sometimes
throttles Production. This 1s once of the causes of

that Pendulum-swing that i1s such o characteristic
of modern Production.

The next eause 1s that, of the Four Factors of
Production., Profits alone hold the threottle, and
Profits are so sensitive to any improvement or check
i Business that they alwavs overshoot their mark
and steer ““very wiald.”’

The next cause 1s the Surplus of Labour due to
immcreased Efticiency of Production. 'This accen-
tuates Labour troubles and makes Labour ‘“‘“touchy™
and suspicious,

Our present  Money 1s another cause for
“nerves.””  lvery business man keeps his *‘weather
eve ' on the financial barometer, looking for the
first s1grns of Depression, for he knows too well how
disastrous a storm may be and how little he can do
1€ caunght exposed to it.

Another cause of bitterness and ill-feeling is
the Marxian doctrine that Labour produces every-
thing, and that the employers STIEAL their Profits.
It we could replace thhis by the theory that Profits
are the Rent of Ability, it would make a tremendous
improvement in the relations between masters and
men.

~Iooall this T have tried to show that mental and
spiritual causes underlie all the phenomena with

which Economices deal. But 1n that I have not
srone  far enough, The essential foundation of

Fconomies i1s a spiritual one—the 1dea that Selfish-
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ness is the ruling motive of mankind. Remorve
that King-pin and the whole sctence  collapses.
Economists have tried to refine this by substituting
for Sclfishness Enlightened Self-Interest. Now,
there is no such thing as Enlightened Self-Interest,
It ix u term self-contradictory. Give n maoan suftti-
cient Enlightenment and Self-Interest no  longer
touches him. He doesn’t know and he doesn’t care
where Self-Interest lies, Duty calls him, and he
can hear no other. I'T 1S NOT TRULE that Society
i~ founded on Self-Interest. No Society ever lasted

where Self-Interest was the ruling motive. Even
the socicty of two, o man and his wife, cannot last
if Sclf-Interest is supreme. Not even among the

antmnls is Self-Interest able to bind two together.
Thut miracle, for it was no less, was accomplished
by Se¢x, the door through which Unselfishness and

Co-operntion first entered the world. The next
preat  step was  taken  when dogs and  wolves
learned to hunt together. But before the wild dogs

could hunt in pucks, they had to learn to help one
another in the killing and to treat one another

fairly 1 the sharing of their ]l)rvy. Mutual help
was the bond.,  Selfishness would have burst up the
pack.

Since the time of Darwin we have all learnt
that the different qualities of all living things are
due to EFvolution, the Survival of the Fittest, and
the FEliminantion of the Unfit. DBut Evolution has
been talked of as if 1t concerned the animal quali-
ties, not the moral ones: for instance, the strength,
cournge, and speed of the wild dog and not his
moral qualities, which in the wild state made co-
operntion possible in the pack, and which nowadays
muke the doprr such an honest, affectionate, and
fruathful companion.  Kipling gives o picture of the
code of morals among wild animals.  There is not
the shightest doubt that there is such a code. Yon
can sce traces of it among tame dogs and sheep. A
dog. for instance, will not hurt a pup, and amongr
dowrs the wearker sex 1s always treated with a con-
stdderable amount of respect, very like what we eall
chivalry among men. Sheep. too, have their rules.
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STILL, DEEPER FOUNDATIONS

They have ways of fighting, either singly or in
mobs, that are obviously handed down from the
time when they lived in high rough country and
were  frequently  attacked by dogs and  wolves.
‘They have also habits in grazing which scem to
allow a preseriptive right to individuals over par-
ticular spots, so that a sheep that gets through the
boundary - fence  finds  itself homeless among
strangers.  How were these codes evolved? Tt s
difficult to sce how these moral qualities were an
advantage to the individuals possessing them, but
if yvou make the pack the unit the dithiculty van-
ishes. It 1s obvious that they would be an enor-
mous s»dvantage to the community. The dog that
was a fieree and stauneh comrade 1n “‘the kill,’” not
too greedy in the sharing of the prey, and not too
quarrelsome at other times may secem to have been
less likely to survive than the one who kept his
own skin whole when opposed to a dangerous quarry
and who plundercd and bullied his mates whenever
it was safe: but think of the pack and we see that
the canine wvirtues made the pack possible,, and
the greater the virtue the greater the success of
the pack. A good dog might be at a disadvantage
m a pack of curs, but a pack of good dogs could
certainly hold their own against a larger number
of greedy. selfish, and disloyal ones. How did the
need of the community produce the virtue of the

individuanl * The dog that was “‘a good mate™
would get mates who would stick to him. The

others would find difhculty in getting mates, and
i this wayxy they would either starve or learn to
behave 1n such o way as to gain admission to the
pack. Here we see, millions of years ago, the
germ of an idea vital to all societies, but not yvet
recognised by any—that the virtue of mdividuals
through it may not always help the individual is
the sceret of the life of the community. This
accounts for the fact that virtue i1s admired even
by those who do not practise 1t.  The society then
that can encourage virtue among its people will sue-
cecd while others faill.  What we want is an Eeono-
mics that will recognise the ceconomie value to a
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nation of the virtues of 1ts people and build on that
foundation instead of on selfishness,

Luhghtened  Self-lnterest s one of  these
double-faced terms do 11 to Hoonomists that can be
proved in one scnse and used an another. I you
point out that men, even the worst of tham, are
constantly obeying other motives than selfich ones
they qualify Lnlighter ed Self-Interest by putting
the cmphasis on the Enhghtor ed, and point out that
an enhghtened view of s own interests wall make
a4 man honest, because otherwise he will get into
Jail: kindly, because otherwise he will hive no
triemds: birave, because a coward has to face such
an ostracism that most men would rather face the
cnemy and so on through all the virtues.  DBut the
min who is only honest through fear of conse-
quences is wot honest, he is only politie, and the
courage that faces danger for fear of the scorn
and contempt given to cowardico 18 not  true
courage. Tirue honesty would he honest even
where roguery could be hidden for ever. True
counrage would face the devil, alone and in the dark.
Fnhgntened Self-Interest cannot account for the
vittues. At the best 1t can only provide a politic
contornmity with the code for the sake of 1ts re-
wards and to escape its penalties. That is not vir-
tue, but that i1s all that Sclf-Interest could ever
produce, There i 10t the slisrshtest doubt that
there are honesty, courage, and patriotism that look
tor no reward.  ‘Fhe War has shown us that they
arte plentiful beyond anyvthing we had imagined. Tt
1~ only by obstinately shutting our eves to the facts
tround us that we can maimmtain that Self-Interest
1« the nmminspring and driving force of Socicty, The
Veortomists wenerally do this by widening the con-
cept of Eanhghtened Self-lnterest till it includes
Ul the virtues, and then, of course, their theorem
is t1ue but meaningless: but as <oon as they wish
to build ou their theorem they rostrict the mean-
ingg of the term till it onee more means Clever
Se ltishness, in which wense it i< ab<olutely untrue.
In one of his novels (*The War of the Worlds,”" 1
think) H. ;. Wells tells of the invasion of the earth
by the Martinns,  He imagines them as making an
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immediate and casy conquest through thenr mastery
over forces unknown to us. There is something
scientific, methodical and inhuman about them
that reminds me of our present conception of the

scientific German. Now we can amagine these
Martians analysing and dissecting everything and
theorising about it. Let us imagine them finding

everyvwhere the germs of putrefaction and coming
to the conclusion that it was the key to this world
and the secret of the life on 1t.  That scems to me
exactly what the FKconomists have done; they have
isolated and cultivated the wrong principle, and
while they thought they were studying the life of
our civilization they were really culiivating and dis-
seminating the principle that 1s responsible for its
failures, and may yet be the cause of its decay.

The Society that DPolitical Iconomy studied,
really held together and produced safety for all and
comfort for part of its population by virtue of the
motives that Political Economy ignored—patriotism,
the family affections, and the love of sound, honest
work. But if Political IKconomy refused to see the
forees that really held Society top;cthcr, and com-
pletely failed to understand the Society it studied,
its blindness may well be held l(’SpOllblf)](‘ for many
of the failures of our present civilisation. Its
dogmas have chilled the hope and dulled the eyes of
those who were looking for the true causes of the
misery of our slum-dwellers. This must end.
More and more our people drift into the towns. More
and more do these towns become sinks, where all
that is best dies and vanishes. It must end, for we
cannot stand by and see our brothers degraded. It
must end, for if we do not remove them, the slums
will destroy us.

L3N )
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TWO LAWS OF NATURE. Chapter VIII.

We are now hiving in a civilisation which s
apidly destroying itself in the great cities of which

it 1s <o proud. We have a scrence which blindly
s(ll(h('h and falsely explains that civilisation to us,
the causes of 1ts successes and its failures. It

teac ]wq us that cach man does his best for the com-
munity by looking after his own interests, and that
the sorrow and suftfering we sce are due to J.aws of
Nature which cannot be avoided. Well, the first
L.aw of Nature I know is that Selfishness is Dam-
nable, and the second is that suffering is caused by
Ignorance or Sin. Pain is not inflic 1(-(] on us by a
- malevolent Devil. Pain is o warningr, gl\'(-n to
us by a Wiske and lLoving Father, to tell us that we
are on the wrong road. It 1s hhike o thorn hedgv
set to keep us out of danger. Until recently all
epidemics were regarded as being beyvond our con-
trol. They had filled the world with sufferi immg for
countless centuries, but we have found that dirt and
trnorance were at the root of them. We have now
conqguerced some of these diseases, and we are reso-
Iately facing the others, determined to solve their
problems and to overcome them. That i1s the tem-
per in which to face the ]H()b](‘lll% of Fconomics.
Wherever there 1s suffering WTE are to blame. T.et
u« find out OUR errors.
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WAR AND WOKK,

I'or untold ages manhind  has  ady 10 d by

stumbhing aud groping. It he beenn burmn ate
finge rs alf the tamie, v d learmin » from the § an. It
s only just bhe ur to open 1ts ey s Na e pro-

bloms 1t has solved to v veary o aderable ontont,
Othars, that seom pasallel problom , 1t bha made
very little progres . 1t has learnn t haw to mahe
wat. 1t s not yet leant how to arganise 1n n
<imilu way for peace.  Tts nrnie ite organt ed,
fod, and provided for, vairtue 1 rewarded and pro-
moted ; A-interest s sternly roprossed, ¢ prt de
corps cncour yred, and all that systemw has prown in
the course of thousands of yvears because no other
could hold the field agrminst 1t The fust fighting
w s done by small hands, who found ther chances
of success very much dmproved by ansything that
bound them togather.  In this way disapline grow,
law and order within t ¢ unit gradadly app -ared.
Sclfisa preservation of ore’'s own hife was found
fital to the tommon cause, also selishness, cruelty,
ind arrtogance on the paat of the othcers, Gradually
we have learnt how to train an arm), how to pro-
vide for at, how to trcat 11, Yet we have failed to
totice that the probloms of Produaction are very
n oatlyv idontical. (Ouar grcat Busit ess orgatiser
who have heen ealled in to help to win the War
h. oo bheon telling us t at the problems< of suppls,
mumtior s, cte., they have hod to HIve 1 the War
are much the same 1+ they have hoar accustomed to
landle in time of poace. Perhaps our groat soldiers
m. v mahe a similar di covery whon thoy come back
ts the tish of Recanstruction after the War, 1T hey
ma) find that the cypeorience gaine 1 trminiong and
providing for, in pavin o, rewardings, ad promating
cur soldicrs will be u eful 10 the 1ew world which
we hope to see after the War,  Just thit b what an
army would be like, cor dincted by priyvate enterprise,
where evervone tried ty follaw Mo torest, where
the roediest and most kilful lootars rot promotion
ind where oflicers and men watcdbod o o arother
in o <our, sulky. suspicious temper, qu te justify o
by the faults on both <ides, On 1" other 1 2 d,
t unh of whot an indu trial wrrey 17 bt be like, af
we could only copy the spirit of th <t htu = armies
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FOUNDATIONS OlY EKCONOMICS.

If Patriotismn led each man to work for his country,
and sound. honest, unseltish work were o sure road
to promotion, if the officers felt that they were
responsible for their men and the men that they
were responsible to their oflicers, what a different
world it would be. If the War should lead to that,
then even this terrible War would not be too high a
price tor such an advance.  What 1s to prevent us
trom doing it¥ The dithculties are entirely mental
and spiritual.  In the first place we should have to
dismiss the old Politieal liconomy with its Self-
Interest and pursuit of Wealth, and preach a new
faith and a new gospel in which Public Interest was
the motive and Welfare the object to be attained.
We CAN do it. The War has shown us that the
world 1s full of heroes, who will face the most ter-
rible deaths or the most horrible misery, monotwony,
and filth. When they come back we must try to
wet the same spirit into our work. It CAN be
done if we have Faith., We have been’ comparing
our War with the Germans to i Crusade.  The term
would be even more applicable after the War. We
want another Crusade against our own Sin and
Iegnorance, for these are the causes of the appalling
condition of a large part of our population. DBut
before we can have a Crusade we must have a IFaith
strong enough to lift us over all difhculties. At
present we have a1 Religion which preaches ““love
yvour neighbours,” and an Kceconomies which feaches
that *“‘Inlightened  Self-Interest’™ 1s  the only
motive in Business.,  Jconomics and Religion both
profess to teach us how to live., IMeconomies tells
us how we get our bread and butter, and how our
daily work affects our neighbors. Religion treats
al<o of our daily life, what we ought to do, and
what we must, at all costs, refu-e; but we have
managed to separate the two, so that in his daily
life o man follows the teaching of Kconomies and
“runs his business on business principles,”” while
on Sundays he professes to believe that other prin-
ciples are the only true rule of conduet.  We have
not reconcile:dl these opposing principles ; that 1s 1m-
possible, but we have manacged to shut our eves to
their incompatibility, and by doing so we have
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bBlinded ourselves. If we would see the truth, we
must be willing to follow 1t, no matter what the
conscquences may be. Whoever is not detormined
to do thas, g edunlly loses the power to recognise
what i1s true and honest. Faith and Worhs are so
bound together thatif Fath fatls to produce Works,
I aith atself dies, We are arriving ot that point,
1he leaders of Ececonomies huve  condoned  and ex-
cused as inevitable the miscery and waste of our
city-life. The priests have  remained  passively
neutral, conveniently blind to troublesome questions
gt d drugging their consciences by fussy Red Cross
work for the benecfit of the fallen.  Our Feonomices
is founded on falschood, and our Religrions hasve
apreed to nore the point and *tlet sleeping dogs
L. When Rehigmion is alive it muast concern it~clf
with «ll that a man does The Religion that
hopes to Keep o hold of its lu-uplv on Sundays while
it allows Feonomies to frame another code for week-
duy~ is dying. Where they overlap, Religion and
Foonomics must be identienl, or one will conquer
and replace the other, and the side that remains
passive under attack is already beaten. That 1s
what is happening. Business run on Business Prin-
ciples nccounts for our empty churches. By and
by it will have deserted cities to answer for.  If
onr Faith docs not inspire our daily life then our
FFaith 1s dying, and our civilisation is doomed.
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ATTEMPTS AT SYNTIHICSIES. Chapter X.
Analyvsis always leads to Synthesis, Having

dingnosed the svmptoms  the next thing is  to
attempt to prescribe for the diseasec..

TILE LLAND.

The first thing to tackle 1s the Land Question.
In “*Progress and Poverty”” Henry George maintains
that IRlent tends to absorb everything beyvond what
is needed to provide a living for the average man
(of course the man of syuperior abihity makes more,
but that 3s his Rent of Abilitv). Ricardo s theory
of Rent 1s really the same.  All the Surplus above
what is produced on *‘the Margin of Cultivation”
forms Rent. Then no one (of average ability) can
anyvwhere obtain better returns than if he were ““on
the margin of cultivation,” and where that ““mar-
rin’’ is low, as 1t 1s in all old countries, the average
reward of industry will be low, and the bulk of the
produce of the people will go as Rent to Landlords.
There scems to be very little reason for paving this
tribute to the Landlords, for tribute 1t is.  When
you take away the pavments for buildings and other
nmmprovements for organisation and supervision and
thus strip Economie Rent bare of everyvthing else,
you leave a pavment which 1s a tax on the com-
munity and nothing else.  There 1s only one reason
that might make us hesitate to disturb too suddenly
the existing order of things. That 1s, that the
administration of the National Istate would require
very great  wisdom and  cefficieney, vossibly more
than we have been able to seleet and traim, up to
the present. Henry George's remedy was to sweep
away all the present taxes and replace themm by a
Single-tax, which would place all the burden on
Rent. There are two answers to this.  The first
1< that RNRent already payvs all the taxes. Tf TTenry
George 1s right, and Rent leaves only o bare living
for the produccrs, put all the taxes on the producers
and the rents will fall: put them all on the Tandlords
and the rents will rise. Tf Rent depends on the
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Margin of Cultuivation, the same is true. If the
landlords pay the taxe the tenants wall be able
to hve on lind »o poor that at would 1at pay to
cultivate it if the tenants paid the tases, The
Murgin of Cultivation wall fall and Rent wall rise.
If Rert depends on the Demand for Reward, the

Neward to the IMroducer i~ the net Reward. | K1
matters nothing to han whether he pays £100 us
tent, o1 £99 as rent and £10 as taves. 1f the

Landlords pay the taaes, the gross Rlent paid by the
tenants will be <o much the lhirger.  The net Rent
received by the Laindlords will be the sune in both
cases.  Let anyone try 1it. Tahe two shops of the
~ame letting-yvalue and let one of them, tenant to
Py all taxes, and the other, lnndlord to pay taxes.
‘I he rents will difter by the amount of the taxes,
and the net return to the landlord will be the s~ ane
fiom the two shops.  Whether the tuxes are patd by

landlord or tenant they come out ot Rent, The
cecond abjection to the Ningle Tax i< that 1t would
be passcd on to the tenant. As ~oon as all the

present taxcs were hifted fiom the Producers and
the S ngle Tax imposced on the Landlor s, Rent
would 1ise, thit 15 the nominal Rent pard by the
tcnant~. The gross outgoings of the tenants and
the net income of the hnndlords would be unaltored
by the change. Rent abieady pids Taxes, <o the
Single Tax s unnecossary and useless, The only
~olutior of the Land Question 1s to buy back the
land from the landlords, and for that 1 propose to
tiise the money by o small Land Tux (say 3 per
cert. . which I'aball call the Redomption Tax. ™ et
cach Tandowror value his own land  and  let the
tvorverr ment use the procecds of the tax to bay the
land that <ecms cheapeost, mvinge perhaps 10 per
cent nhove the Owner's viluntion as  compensa-
tion for disturbanece. This would gradually re-
do m the land for the Stat -0 The goavdual nature of
the procoess is ossential, If we had all the land
re de cmed to-morrow we should §ad it ver) ditticult
to I indle 1t New Zeladl d the bogint inges of o
leaschold <vstom and has los it Rut by making
the Redemption Tax a very small one we eive our-
selves time to acquire the 1 ecossary <kill and ex-
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perience before the National Kstate becomes very
large.  Another reason why it must be a slow pro-
cess 1s that with a National lstate mmstead of a
Nuational Debt 1t would be much harder for the
people to retain control of the Government. The
power of the purse has been one of the safe-guards
of freedom, and the detonating-charge of revolu-
tions has frequently come fx(nn the bankruptey of
the Government. Before we can trust our executive
with a national estate we ruuqt learn to control it
better.

CURRIINCY'.

The next thing to be dgue 1s to 1mprove our
Currency. DBefore the War, Credit was the usual
means of exchange, but Gold was the Standard, and
vas also the only Legal Tender. There i1s not
cnough gold to act as the means of exchange, so
that whenever business had to be carried on, entirely
on a gold basis, the result was immediate collapse
of everything., During the War we seem to have
carried on with Paper-money based on Publie Credit,
and yet kept on a par with Gold by the wisdom with
which 1t has been handled.  The history of Paper-
money shows many failures and few successes. lKven
our present success seems to have been brought
about by the care and skill of those administering
1t. No laws are yvet recogmsed showing possible
dangers and how to avoid them. The only attempt
at that 1s the Quantity Theory of Money, which,
used as 1t 1s at present, T hold to be false. And
yet T maintain that a Paper-money cen be obtain-
ed, subjeet to laws and  absolutely outside the
control of Government. We could have a Paper
Currency based on Index Numbers which would be
perfectly safe as a means of excuange and much
more reliable as  a  standard  of  value than any
metallic currency has ever been.  The Paper-money
would be 1ssued by the State to the National Bank
(which could quite well be the Bank of EKngland)
i redemption of the present War Currency. Every
vear the Index Numbers would be ascertained hy
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a Court of Lnguiry in the same wa)  as certain
prices are ascertmned by the Fruas” Courts of Scot
tand ut present. I the Index Numbers shawed that
prices had fallen, the ‘Trcasury would be allowed
o issue more Paper-money to the National Bank.
Lhe Trowsury would be in funds, und could reduce
taves or ~set ubout pubhbc worlks that had been held
up for this opportunity. When prices rose the
Licasury would have to call in come Paper-money.
This 1t would do by impounding some of the notes
prescntod toat in payment of taxes, ete, and storing
them instead of recassuing them. The  Treasury
would then be short of cash, and would have to raise
the tunes or reduce its expenditure. In these ways
the Paper-mmoney would be kept free from any loug-
poriod variations, and subject only to the temporary
altcrations due to Huetuations in the Credit of the
Market. ‘I'he terrible fall in prices due to Panic
would be almost entirely eliminated, for the worst
of that is due to the inadeqgquacy of our Legal Tender.
A Paper Currency regulated automatically by the
Index Numbers would be of great value as o reser-
voirt of capital for the neceds of the Public Works
Department. It would store up capital when prices
were high, and check them from  going higher.
When prices fell bhelow normal it would pay out
capital and prevent prices from going lower. It
would act as o great fiv-wheel  keeping  the
machinery running smaoothly and preventing a grreat
denl of that Pendulume-swing: which is so regular
i its recurrence and so disastrous in its effects. Tt
would be specially beneficial jn its effects on Gove-
trnment finance, for 1t would provide the Govern-
ment with capital when Times  were Hard, and
1 able them to build their public work<s when labor
it ed aanterials were both ot their lowest. It might
he that in Goaod Times the demand for State PPaper
would he <o cmall astomahe the volume <o low that
1t « »uld : ot be ecasily regulated. If that should be
~oo we could ensure the volume of the stream by
voaking o Law that all taxes had to be paid in State
Papar, If more were necded we counld ratece the
~tamp-duty on chegques <o as to diccourage the use
v them for <mall cums, but T Jdo not think that
would be needed.
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Here then 1s o Currency absolutely safe from
any interference by the Government, for it would
be regulated by the flow of the markets as register-
cd by the decision of a Court provided for that pur-

pose, For long periods 1t would be a perfect
Standard of Value, and it would do a very great
and provede a deal to prevent Financial Panies. It would also

perfect Stand- -4 as a reservolr of capital® for the Government,
ard of valuc. - . . .
carrving over the abundance of Good Years to help
the Lean Years that would follow, and steadying
the extremes of both.

*Note.—Although 1 have said  that  State
Paper would furnish a reserve of Capital for the
use of the Government, it would not be accurate to
say that the Community had stored up Capital
IFrom that point 1 should say that the people had
pald heavier taxes when prices were high and every-
one could bear the burden in order to be able to
have heavy  Government  spending  and  light
taxation when prices were low.  Of all the wealth
created 1n one year very little can be kept till the
next one. What would happen would be that the
Government's share of that wealth, the taxes,
would be very large mm the Good Years, and very
small in the Poor Years. Relative to the Community,
that i1s not the storing of Capital, it is the
uncequal use of the Government’s taxing powers. Tt
1s the right to tax that is heoarded.

Chapter X. 45

Digrtized by Micros f



ATTEMPTS AT SYNTHESIS.

PURBLIC HONOLU RIS,

At present af o man wishes ““to get on,”” the
surest way is to make money . The nich muan gets
not only matcrial comfort for himself, and a better
Chance of success for any family he may have, but
most of the honours the State has to give are more
tecdily reached by the rich man than the poor, and
nerther the publhic nor the State scrutinises  too
heenly the means by which the wealth was obtained.
It 15 often satd that if a man has plenty of money
and hais smense cnough to heep from making himself
too obtrusive, even the House of Lords 1s not out of
his 1cach That muy be an exaggeration, but we
do know that there are occarionally debates in Par-
hament as to the extent to which rowards are given
for *“‘contributions to party funds.”’ Taking our
population a~ a whole, the success or fatlure of
thar Life’'s worlh 18 grauged by **What  has  he
nade 77 Not one per cent. will he valued by their
posttion,”” ucarly all by the money they have got,
Now we coild do n great deal to ratse the standard
«f our whole people if public service of any kind
corrted some \i~i|>l|v reward. 1t necd not be costly.
A hittles salt cellar or cream jug inscribed with the
tatme, the date, and the ofice filled, would be valued
by the right kind of man.  If o Parich Councdillor
who had served one term, received the salt cellar,
ind the cream jug for a scecond term, many people
to whom at present money scems the only criterion
of success, would besin to feel that public service
was an honour, instead of beinge simply o silly way
of nusting one’s time, as they too often think now
The Town Councillor or County Councillor could
et tea pot for his first term and o coffee pot for
lis second.  Thexy would be well spent. T believe
that even the Jhightest recornition of their <ervices
would be greatly valued, and 1t wauld have n great
«ffect an Jdrawing good men into local polities, and
i raisn g the estecm they roceived from the publie.
This would have v cumulative effect, for every cood
man wWho gatsin ruises the ctaindard of the locun body

Fe sits on, makes it more distasteful to the rogues
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and makes it more of an honour to get elected. The
~ame idea could be carried right through all our
public services, <o that every man who had filled any
public position would have somcething to show for
it What form the reward takes is immaterial.
In our present society the love of money is the root
of many evils, and this seems one way in which we
might encourage the love of honour.

Another way in whieh we might lessen the

Discourage- drawing-power of money would be the Discourage-
ment of Lux-heant of Luxury. This i1s getting more and more

ury.

Thrift versus

Wante.

Hffectn
Thrift,

of

necessary. The successful man is generally pretty

shrewd, but his wife 1s not always the same. She
pushes him into extravagant socrety where she ean
show how much money he has made. Each fool

tries to outdo the other 1in silly display, and mean-
time waste at the one end of society breeds want at
the other. A good deal might be done by putting
heavy taxes on all luxuries,—furs, fine motor cars,
and diamonds for instance. Much more could be
done by increasing the Death Duties, especially the
Graduated Duties.

This raises the guestions of Thrift versus Waste

(for there are two qquestions).  Is the thrifty man
an addition to the strength of the nation, and what
would happen if evervone were thrifty ? There 1s

no doubt that the man who saves and uses his
savings as Capital in further Production, adds to the
cffictency of the nation just as he would have done
if he had discovered a new source of  petroleum.
That petroleum may afterwards be used for produc-
ing benzine to drive luxurious and extravagant
motor cars, or to drive fighting acroplanes to win
the War, or postal acroplanes which will koit civili-
sation c¢loser. The use of it will depend on the
wisdom of the nation, but there is no doubt the
discovery will add to our power. Capital 1s the
snme. It mav be used either i1l or wisely, but it
ives power cither for evil or for good, and as it
cannot be obtained without saving, T contend that
the thrift of the irdividual helps not only himself.

but the community. A Socinhist State would fird
that out. It could seize my Capital, but could it
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repeat  the thiift by swhich 1 accumulated at?
National Debts nre common, but could a State sasve
und provide for the future? So far, we scee many
States rechless, tinprosvident, and extrovagant, and
very few that show the beginnimg of a capacity for

thift. Till that as altered, andividual thrift is the
only way of acqguiring Capitid, so necessary and so
valuable to the communty . The neat question is

what would be the re ult if erveryone were per-
foeoetly  thnfry 2 Would the unlimited growth of

Capital be beneficinl to the uation ” I think 1t
would., It would add to the Ethiciency of Produc-
tion. More could be produced with less labour.

Machinery would tahe the place of men. Water-
power would take the place of coul, and coal-mniners

world be unnecessary. Flectric poser abundant
erveryswhere would free us trom muech of the petty
drudgery of housc-keeping. In endless ways we

could, with abundant Capital, save labour from
much avotdable work on which 1t is now wasted, and
set it free to capture and harness still further the
forces of Nature, and compel them to work for us.
But what about ()u-r-prnc‘u«tinn? If our present
Capital and Labour are frequently blocked by a grlut
what would be the result iff Capital incercased  so
much that it reduced still further the amount of
I.abour required, and <o we found ourselves with n
nreat .ﬂ\lr]r\ns‘ of bath Capital and Labour?* Eyen
now, our manufacturers ery, COnly  grive us Mar-
hets,”” and much of the World-Politic s of the past
forty years is due to the desire for " Markets™ to
ab<orb the surplus that our manufacturers could not
~ell nt home. My answer 1s that there never has
been Over-production never enough produced to
heep all our population in comfort, and that what
we call Over-production is stmply 0 Deadlock enused
by IRent and Wagres overtaking Profits, ~o that it no
longer parye to produce, I ramember seecing a
bicycle bump into a tree with <such foree that the
fraome was bent nnd the back wheel rubbed against

the front one. Netther wheel could move and the
bievele was useless, ther-productim i~ that, and
vothing  more. The back  wheeld are rubbing

against the front ones, and none of them can o
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round. Unlimited Markets would not prevent
that happening. At the beginning of the War, the

Market WAS practically unlimited.  There was a
de mand at high prices, and with prices always ris-
ing, for far more than the world could pl()(lu( ¢ of
every thing needed in the War. What would have
been the result if Business had been left to take
its usual course? Profits would have risen and
cveryone would have rushed to produce what was
demanded by the belhigerents, then Wages would
have risen, and Interest and Rent would have fol-
lowed. No matter how wide the Market is, nor
how high the Prices are, there 18 a tendency for
Wages, Imnterest, and Rents to overtake Profits, and
when that happens l'xnﬁi are reduced, and tho em-
ployvers, finding that ““Business 1s not ]).1\'111,«:, * have
to restrict Production. That was prevented by the
immterference of all the belligerent Governments.
The need was so great that no ceconomie dogmas,
however sacered, were allowed to stand in the way.
How they did it, they have not told us, but 1t is
evident that they have unconsciously solved some ‘of
the problems of Production and provided i1t with
some sort of nr;::nncatlon suflicient to prevent that
Deadloclk which otherwise would have tied up every-
thing long before this. Well, 1f 1t can be done 1n
Qa hulr_\ in War-time, we want to study 1t and see 1f
we cannot learn how to do it 1 time of Peace. There
are many things being done in this War that we
must  study. The raising and training of Kit-
chener’s first armies was a wonderful achievement.
Liet us study that and try to understand 1t, for we
have <imilar problems before us. Some day we
shall set out to enlist and organise a Working Army,
and we shall blunder and stumble and grope, as lf
the thing had never been done before. Tt has, and

under severer  econditions. The change from
city  life to the trenches was greater than
will be any possible step  from modern Busi-
ness  to Organised Production. Perhaps  that

was the reason our boys faced it so well.  Life in
the muddy trenches of IFlanders would have been
imtolerable had it not been for the chance of dving

for one’s countrv. That’s what kept them alive,
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The need was so et that our men rose to a highor
plane, ard et it Could we not do the same, at
the 1o titution of our Workine Armny uway wath
half-mewssures, md holdly ask every man to work
for his country as soldiers figght for 1t That deper ds
on our Fmth.

THEMETHOD OF TTRIANL AND ERROI.

ILhe other alteruative is that of continual ex-

perntment, UPrial and Error.™’ heep on trying, and
wherever a little success shows, follow it up. We
could cncourage State Enterprise, M icipal  and
ool also, The towns could have their tram-
ways, the counties theirr hght railwavs, and the
State the main hines. Fach waould he compelled to
heep its accounts in the same form, and the Audit
Departinent would check them  alll If Glasgow
makos a suceess of 1its trams, let Glasgow flourish
othars will copy a1t. The failures would die out.

Conpetition 1s necessary for progress, and Socialism
must be made big enoush and wide enouerh to leave

1oom for Competition. We must have city strivingr
arainst ity and counties and provinces i constant
«multion Great companites should also be o¢n-

coursgcd, provided they treat their men and their
competitors farrly and Keop their acenunts open to
j ublic audit, hke their competitors.  IKach would
dd to the etlicieney of all, as the wolf produced the
wiftuess and the beauty of the horse. There s
httle doubt that for the necds of to-day this mults-
phaation of competing enterprises is to a certain
extent wasteful, but can the efliciency of to-morrow
be provided for in any other wav?  One single great
Socialiat State would be very apt to become a hide-
bound burceaudcracy. It would <trangle in red-tapwee.
I ven if the bureaucrney became highly  eflicient,
there 1s another problem. how to retain the freedom
of the individual under such o powderful executive ¥
Before we can attempt to reduce Competition, we
mus~t have much greater ethcieney in our Govern-
ment and in ourselves. We must have learnt how
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to pick our best men and promote them, how to
watch them and encourage them, and also how to
prevent them from over-shadowing the private life
of the common people.®

But we cannot sit still. Civilisation is decay-
ing in our cities. Judging them by the children
brought up in them, they cannot last as they are.
What can be done depends on our Wisdom and
Courage, and these ultimately depend on our IMaith;
but honest eftort to help will strengthen both Wis-
dom and Courage, and a new Faith will open before

us if we fight on.

““J.et us, then, be up and doing,
With a heart for any IFate,
Still achieving, still pursuing;
l.earn to labour and to wait.”’

*Note.—That is the great problenm of Socialism,
how to select, train, and reward our best men. It is dif-
ficult, wvery dificult: but, on the other hand, the
problem of Individuahism is UNSOLUBILIE. All
societies, even the most primitive, are founded on
and held together by mutual help, and they perish
if selfishness becomes too common. Individualisin
preaches selfishness, and encourages 1t by rewarding
and promoting the selfish. Tt BREEDS selfishness.
That i1s the root of the trouble. Individualism
tries to build society on Selfishness, and that cannot

he done.
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FARLWLIELL.

Now that I have finished, T look back on what
I have written, and I am impressed with the risk 1
am taking. Alone, unknown and inexperienced,
I have challenged the champions of Economies., It
i~ most improbable that a sheepfarmer from the
backblocks can bring much of any wvalue on such
an abstruse subject, and I know what the conse-
quences of failure will be.  DBut the penalty is great
in anvthing that 1s worth doing. The riddle of the
Sphinx always meant death to those who failed. Be

it so. I face 1t.

Though my building may be demolished, it
ma) be that some of the stones I have squared will
be useful to others. That will be enough for me.

THOS. TODD.

23rd August, 1918.
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The End.
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