BOOK III — DISTRIBUTION
PART I
THE VARIOUS MODES OF DISTRIBUTION

CHAPTER I— THE PRESENT MODE
I. THE INEQUALITY OF WEALTH

In all ages the poor have been many and the rich have been few
— paucts humanum genus vivtt — and that not only in poor societies,
as is natural, but in the wealthiest ones as well. Wealth, therefore,
is very unequally distributed —we cannot yet say “unfairly,”
for that is the very question we have to investigate.

We can at least say, however, that the inequality of wealth has
provoked bitter complaints in every age: the quarrel between the
rich and the poor is as old as the world.

It might have been hoped that this quarrel would grow less in-
tense as the wealth of nations increased. But it has not been so,
for if the general level rises it does not follow that the distance be-
tween rich and poor grows less, — quite the reverse. The number
of paupers diminishes, it is true; far more men reach a position of
comfort than formerly; but the heights of fortune are continually
being overtopped by yet dizzier heights. Between the wages of an
agricultural labourer and the dividends of a millionaire trust king
there is a bigger difference than between the income of a serf and
that of a feudal baron.

If we represent the different ranges of income — such as they ap-
pear, for instance, in income tax statistics — by horizontal oblongs
whose length is proportional to the number of persons included in
each, and place them one over the other, we shall get a figure resem-
bling a pyramid — or rather an arrow-head, or a top — whose base
represents the poorer classes and the apex the rich. If the base of
the pyramid is wide in proportion to its height, this shows that the
inequality of incomes is not very great — which is the case in France,
— and the greater the inequality of incomes the greater will be the
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928 DISTRIBUTION — THE PRESENT MODE

distance from base to summit. If the inequality is extreme, the top
of the figure takes the shape of a needle.!

The following table? illustrates this point. It shows the number
of persons assessed to super-tax for the year 1918-19, classified ac-
cording to the income on which they were assessed. The third col-
umn contains the quotient of the second figure divided by the first
— that is to say, the average income per head.

i My e gl

£ 2,500-£ 5000., ....... 89,680........ 186,334,000 ..... 8,436
£ 5,000-£ 10,000........... 15,880........ 105,500,000 ..... 6,882
£10,000-£ 15,000.,,,,...... 4,450, .. ..... 54,820,000 . ..., 12,207
£15,000-£ 20,000, .......... 1,750, . ...... 30,280,000 ..... 17,808
£20,000-£ 25,000, .......... 010........ 20,290,000 ..... 22,207
£25,000-£ 30,000....,...... 595........ 16,250,000 , .., . 27,311
£30,000-£ 40,000, .......... 515, .. ..... 19,720,000 .. ... 84,298
£40,000-£ 50,000, .......... 880........ 14,180,000 ..... 44,313
£50,000-£ 75,000........... 805........ 18,300,000 ..... 60,000
£75,000~£100,000. .. ........ 185........ 11,680,000 ..... 86,607

over £100,000............. 150. . ...... 80,000,000 ..... 200,000

Here the inequality of wealth is obvious at a glance, aithough
the table only includes those whose income exceeds £2,500 a year.
It does not include those who are “disinherited™: there are many
others who have nothing at all.

But, it will be said, what does it matter if inequality of wealth
inereases, so long as there is an increase in the general well-being?
What difference does it make that the rich grow richer, so long as
there are fewer who are poor? Only envy can find grounds for com-
plaint in this. The important thing is that all should advance, but
not that all should advance at the same pace.

Nor do peop!e fail to add that this social lnequahty is not only
inevitable but in some respects beneficial. It is inevitable, in that
it results from the many other inequalities — physical, mental, and

1 M. Viliredo Pareto thinks he has found the mathematical equation for this figure
— what he calls the tncome curve. And from a comparison of the statistics of different
countries now and in the past, he thinks he can draw the conclusion that the form of
this curve is almost invariable, the same in all places and at all times, even “for coun-
tries whose economic conditions are as different as those of England, Ireland, Ger-
many, the Italian cities (in the Middle Ages), and even Peru (in the eighteenth cen-
tury).” It would follow from this, then, not only that inequality of wealth is a uni-
v::sal law, but also that the range of inequality is not susceptible of any appreciable
change.

? [Substituted for Professor Gide’s illustration, which is drawn from French sources
and relates to succession, in the absence of exact income statisties.]
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moral — which nature has created between different individuals,
and of which the inequality of wealth is to some extent only a corol-
lary. It is beneficial because, so long at least as human societies are
in a state of comparative poverty, the inequality of wealth acts as
a stimulus to production to an even greater extent than want. It
keeps all men on the alert, from the top to the bottom of the social
ladder, by giving them a constant prospect of advancement. It
gives full scope to individual initiative by concentrating powerful
capital in the hands of those who are most bold. 1t endows the works
of man with fruitful variety, thanks to the infinite series of wants and
resources that it establishes among them.

Yet, for as long as these old arguments have been repeated, they
do not seem to have succeeded in reconciling the masses to the in-
equality of wealth. In fact, it is far less readily accepted nowadays
than it used to be; and this is easily explained.

To begin with, this inequality is almost the only one that continues
at a time when the other inequalities that used o distinguish man from
man have disappeared one after another. The laws have recognized
civil equality; the growing diffusion of education is even tending to
produce a measure of intellectual equality. Inequality of wealth
alone remains and increases, and whereas it was once concealed be-
hind greater inequalities, it now stands out in the foreground and
concentrates all the anger upon itself.

In the second place, economic inequalities are far more pervasive
than the older forms of inequelity: their social effects are more ex-
tensive, both for good and for evil. They may even be said to dom-
inate and, as it were, to have abszorbed ail other inequalities — those
of nobility, power, intelligence, and eloquence — in the sense that
nowadays these latter forces can scarcely exist without the support
and assistance of wealth.

The possession of wealth modifies the conditions of life for those on
whom its favours or its rigours are bestowed, far more than it used
to do. No doubt in the days of Charlemagne, just as to-day among
the Arabs of southern Algerie, ro gulf of hatred was dug between
fellow-citizens by the inequality between rich and poor. That is
because wealth, and the pleasures that it could procure, were scarce
and little varied. To-day, on the contrary, wealth and the pleas-
ures it brings are enormously multiplied, so that the rich can fill
both hands at the shops in Vanity Fair, while the poor can merely
look covetously through the windows.

Nor does inequality of fortune involve only inequality of enjoy-
ment or of power. Statistics show that life is three times as long,
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on an average, among the rich as among the poor,! so that, by the
cruel irony of fate, the smaller a man’s share of wealth, the greater
the tribute he has to pay to sickness and death. Worse still, the
poorer the man, the greater the tribute he has to pay to vice and
crime, for statistics show also — what & priori reasoning could have
foretold — that the criminality of the poorer classes is greater than
that of the well-to-do. Consequently, modern science has burst
like a soap bubble that axiom of commonplace morality that health
and virtue are the companions of poverty. The poor have no longer
even that consolation.

Finally, the ineguality of wealth appears to be in no way natural,
but much rather arfificial — the result of a certain kind of social
organization, of certain econcmic institutions, such as property and
inheritance, created and maintained by those who prefit by them.

If with some immaterial dynamometer we could measure the in-
tellectual or moral inequalities that exist among men, we should
probably find that they very rarely coincide with inequalities of
wealth. This is not to say that wealth is not often due to certain
qualities of Initiative, boldness, and perseverance — such qualities
as make men conguerors and victors over fortune, —but it is a
matter of common observation that fortune seems in no way pro-
portional to the merits or the virtues of men. Still less does it seem
proportional to the amount of trouble taken, for it seems, on the
contrary, as was bitterly remarked by John Stuart Mill, that the
seale of remuneration goes on falling in proportion as the work
becomes harder and more painfui, until a point is reached where the
hardest toil is scarcely sufficient to provide the necessaries of exist-
ence.

Yet, however little flattering to human nature this observation
may be, public opinion more readily accepts those inequalities of

L According to statistics for the city of Paris for 1912, the death rate varies in dif-
ferent quarters of the city in a ratio of more than 4 to 1. Thus:

Porte Dauphice 7.9 per 1000 Pére-Lachaise £3.7 per 1000
Champs-Elysées 5.0 per 1000 Salpétridre 83.5 per 1000

Anyone who knows the different quarters of Paris will find this comparison suffi-
ciently clear and startling.

[The figures for the London Metropolitan Boroughs, however, are somewhat less
striking, and their correlation with inequalities of wealth is less marked. At the two
ends of the scale we find:

Woolwich 10.6 per 1000 Bermondsey 21.4 per 1000
Hampstead 12.8 per 1000 Finsbury £1.6 per 1000]
The inequality is even worse in the case of infant mortality.

In statistics of suicide, elthough the causes are numerous and varied, poverty always
appears in the front rank, without a rival.
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fortune that are due entirely to chance than those that are the
reward of talent or even of work. This is because these merits and
talents are themselves inequalities, envied or disputed, on which the
new inequality, that of wealth, becomes grafted. If the gifts of
chance are those that arouse least jealousy, it is because they are the
only ones to which everyone alike can lay equal claim.

It is to be observed that people are not usually jealous of the win~
ners of lottery prizes, and that their good fortune is rather greeted
with a kindly welcome. The reason for this is that everyone knows
that the chances in the lottery are the same for all, and the primitive
sense of justice of the man in the street is satisfied: he allows Fortune
her bandage so long as she has also her wheel. But when he looks
at the distribution of wealth, there seems to be something wrong
with the wheel that turns up the winning numbers.

What is to be aimed at, then, is not so much equality of fortunes
as equality of chances, ensuring that each shall have the same possi-
bility of making his fortune.

In fact, if the inequality is personal and temporary it is not an
evil; the unfortunate thing is its permanent character — the for-
mation of social classes placed one upon the other and as unchangeable
as geological strata. For then the inequality of wealth has none of
those stimulating effects, from the economie point of view, that we
have just indicated and that might indeed be expected of it. When
it becomes a class inequality it discourages those at the bottom of
the scale by depriving them of all chance to rise, while it lulls to
sleep those who are securely placed in a definite position at the top.
Tt breaks the bond of mutual social dependence by digging a gulf
between Dives and Lazarus that can never be bridged. It renders
idle alike the hands of those who are too poor, for they have no
chance of producing anything, and of those who are too rich, for they
no lenger feel any need to produce. It gives birth to the two evils
of idleness on the one hand and pauperism on the other, and thus
produces two classes of parasites, one at each end of the social scale.

The great war, among so many other tragic results, will have had
the effect of still further aggravating this inequality. We have
already heard much of the “new rich,” but now there will be no lack
of “new poor” — including not only all those whom the war has
ruined, but all those also who, with the same income as before, are
crushed between the rise of prices on the one hand and the enormous
increase of taxation on the other.

Yet all these consequences of inequality are not sufficient ground
for condemning it, for the real question is not whether some have
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more than others, but whether the excess has been taken from the
others. 'This is the guestion to which the theory of distribution en-
deavours to give a reply. Let us suspend our judgment, therefore,
for the present.

II. THE WEALTH OF NATIONS

The extreme inequality of wealth, then, appears as a social evil
whose causes must be investigated, so that it may, if possible, be
remedied. But we must cherish no illusions as to the results that
would follow from 2 better distribution of wealth, supposing such to
be possible. Indeed, when the total to be divided is small, the most
ingenious arrangements can never make the individual shares large.
Now in the case of modern communities, even those that figure in
the front rank, we should speak rather of the poverty of nations than
of “the wealth of nations.”

The following table shows the capital and income (in millions
sterling) of a number of countries before the war, and the capital
and income per head of the population (in pounds sterling):

Total Capitel Total Income

Capital per head Income per head
United States. ......... 88,880.......880......... 7,200, . ....... 72
Germany.............. 17,600....... 264......... 2000........4 32
England............... 16,000....... 360......... 2,200......... 50
France.........covunn- 1L,200....... 280......... 1,820, ........ 36
Ttaly. ...ooooiiiiiias 4,000....... 16......... 480......... 14
Belgium............... 1,800....... 256......00n 200......... 23

From this table! it can be seen how smell the share of each in-
dividual would be on the basis of an equal distribution. It would
be better, eertainly, to reckon the amounts per household instead of
per head, as children do not enjoy independent incomes. For this
purpose the figures per head need only to be multiplied by 4 or 5.
This would give approximately £140 to £160 as the average income
of a French or German family (on a basis of equal distribution),
£220 to £320 for an English or American family, and £60 for an
Italian family.

It will be said, no doubt, that an income of, say, £200 a year (in
pre-war money) would be adequate for the majority of the inhabitants
of these countries. Arithmetically this is beyond dispute, and it is
a great mistake for books written in justification of the existing
economic order to try o dispute it. We will merely say that a so-

! [We omit Professor Gide's account of the method adopted to obtain these figures,

as it differs from the English method. The latter is described in Smart’s Distribu-
tion of Income (Macmillan}.j -
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ciety whose population had to subsist on this average income would
have to renounce all expenditure on luxuries, and, of course, all the
progress to which luxury gives rise (see below, Book IV, Chap. I,
§ V). And if it limits its desires to this modest competence, which
is scarcely more than King Henry’s* famous “fowl in the pot,” it
could undoubtedly obtain it by more economical methods than a
social revolution.

The individual share would be smaller still if, instead of dividing
all fortunes without exception, as we have supposed in the calcu-
lations given above, we were to divide only the forlunes of the rich,
which is the ideal of popular socialism. In that case the portions
would be ridiculously small. If we could flatten out Mont Blanc
and spread its material over the whole area of France, we should
only raise the level of the soil by about six inches. Similarly, if
all incomes in the United Kingdom above £10,000 a year were di-
vided equally among all the inhabitants, they would not provide £5
a head. This result, disconcerting as it may be at first sight, is
explained by the relatively small nummber of the vich.

Are we to conclude from the slenderness of the national wealth
and the impossibility of giving a large share to everyone that the
question of distribution is of little importance? Quite the contrary;
for it is precisely in cases of insufficiency that distributive justice
is most imperatively necessary — we know something of this from
our experiences of food rationing! — and it is in times of abundance
that the question of distribution may be ignored. DBut the con-
clusion that must be drawn from the figures given above is this:
that if we wish to make a marked improvement in the condition of
everyone, middle classes as well as wage-earners, it is to production
that our efforts must be directed. That is where modern socialism
differs, as we shall see, from the older form. Distribution is rather
a legal or judicial question, but the economic problem of to-morrow
is how to increase production to a maximum.

Yet it must not be forgotten that production is to a large extent
dependent on distribution, in the sense that if the latter is unjust,
the former cannot be abundant. Labour can only be fruitful if the
labourer knows that he will gather the fruit. And perhaps that is
the very reason why our modern societies are not richer than they
are.

1 [Henry IV, or Henry of Navarre, king of France from 1589 to 1810, whose ideal
was that every peasant should be able to have his fowl in the pot every Sunday.]
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III. HOW THE DISTRIBUTION OF WEALTH IS
EFFECTED

If everyone produced independently, like Robinson Crusoe on his
island, everyone would keep for himself whatever he had made, and
the question of distribution would not even arise. The rule cuique
suum, “to each man his own,” would naturally be applied.

But such a system, in which, by hypothesis, there would be no
exchange and no division of labour, is incompatible with any kind of
social life. Even among savages who live by hunting and fishing it
is never entirely realized. And in modern societies we should all
be very disagreeably surprised if an attempt were made to put it
into practice — if, for instance, the baker or the shoemaker were
told, “You have produced so many 'oaves, or so many pairs of
shoes. Very well; keep them; that will be your share.” It is
plain that what we each of us demand is not the produce of our labour
in kind, but its fair equivalent. Now is this demand satisfied in
our modern societies?

In every civilized society each individual, by the sale of his goods
or the hiring-out of his services, is continually pouring values into
the stream of circulation: and he is also continually drawing out
ather values, in the shape of various kinds of income. Each of us
puts on the market what he possesses — the landowner his crops, the
house-owner his houses, the capitalist his capital, the manufacturer
the produce of his factory — and the man who owns neither land nor
capital offers his arms or his brains. Naturally, each tries to sell his
products or to hire out his services at the best possible price; but this
does not rest with him, for the products and services sell on the
market at the price fixed by the law of supply and demand, which
means, if we go back to the explanation of value already given
(p. 104), that they sell at a higher or lower price according as the
desire of the public for them is more or less intense. Consequently
it is the public — the consumer — who fixes the share that we re-
ceive, by the price that he assigns to our products or services and
that he consents to pay us. And it is these shares, under the various
names of wages, salaries, rent, inderest, or profits on the sale of goods,
that constitute our income.

In short, therefore, it is the law of supply and demand that de-
termines the distribution of wealth.

Economists of the optimist school, however, are prepared to
carry the discussion even into the sphere of justice. Is not the law
of supply and demand, they say, which determines the equivalence
of the values exchanged —is not this law the very machinery by
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which everyone is enabled to withdraw from the total mass a sum of
values equivalent to those he has put into it? And is not this equiv-
alence thus measured in the most impartial and least arbitrary man-
ner, since exchange on the market is a free contract? No doubt the
values that each one receives are very unequal; but is it not in con-
formity with justice, as well as with social utility, that the most
desirable and the rarest kinds of wealth — those that meet the most
pressing needs of society and are yet insufficient in quantity to sat-
isfy those needs — should be paid for at the highest price? Is not
commutative justice also distributive justice? We can only estimate
the value of services rendered by the price that society assigns to
them. If the public assigns a high price to my products and a low
one to yours, does it not in this way exactly measure the degree of
importance and of social utility that it attributes to our respective
products or labour? But the public, it will be said, is not a good
judge. Who, then, can be a better judge than the consumer? After
all, if everyone is remunerated by the value of what he has produced,
it may be said that he is remunerated according to the services he has
rendered to society.

Moreover, these inequalities find a limiting influence in compe-
tition. Competition always tends to correct the injustice involved
in such a system, for if such and such a product or service happens
to be quoted at an excessive price, a crowd of rivals, anxious to
profit by this piece of luck, immediately rush into the same industry
or profession and quickly bring back the value to the level of the cost
of production, by increasing the supply of these products or services.
Ultimately, that is to say, the value of everything fends fo be deter-
mined by the trouble and expense it has cost. What better rule than
this could be imagined for determining distribution?

From the practical point of view also, it is said, the existing system
of distribution is incomparably superior to any other system that
can be imagined, because it goes by iiself — it works automatically.
The law of supply and demand does away with the intervention of
any authority; it is not for the legislator to hand each one his share
— like a mother dividing a cake among her children — for each one
gives himself his share. Authority has only to intervene to prevent
his taking the share of someone else.

That, then, is the classical doctrine. But how can the mode of
distribution be a just one if the law of supply and demand is the sole
distributor of fortune? It is a natural law, if you like, but pre-
cisely because it is natural, it is amoral — as far removed from any
concern with morality or justice as any other natural law, such as




334 DISTRIBUTION — THE PRESENT MODE

the circulation of the blood, which makes all hearts beat alike, for
good and for evil, or the rotation of the earth, which, as the Gospel
says, “maketh the sun to rise on the evil and on the good.”

There is no kind of work — if I may venture to give it that name
— that has ever been more highly paid than that of boxing: it may
bring in as much as £4,000 a minute. If we ask why this kind of
work is paid a hundred thousand times more than that of the plough-
man, the school of Bastiat could only reply: “Because the first
renders society a service a hundred thousand times as great as the
second; and the proof of this is that society is willing to pay a hun-
dred thousand times as much for it.”

Very well; but if this is so we must no longer talk about social
justice, for the services that are indispensable to existence, from
manua] toil up to the labour of inventors who have died of poverty,
have scarcely any exchange value, whereas such acts as merely re-
quire certain matural gifis or favourzble circumstances, and that
provide a small number of wealthy people with the most fleeting
and perhaps even the most immoral enjoyment, are sought after at
a high price and make the fortunes of those who can perform them.

Moreover, competiticn can scareely be relied on to correct these
inequalities and to bring each man’s remuneration to a rate that
corresponds more closely to the trouble or merit involved. For
it is precisely upon the eommonest kinds of work and service that
competition acts, depreciating them still further, whereas luxuries
and rarities, the so-called noble services, are always more or less
monopolies, even by their very nature.

It should be observed that people who come into the market to
exchange their products or services, do so under extraordinarily
unequal conditions. The chances of fortune, the winning tickets,
are only accessible to those who can lay down their stake — who
have already acquired some properiy, — and their chances of gain
are proportional to the value of the stake. Between the workman
who has nothing to offer but his arms — a commodity that is supera-
bundant on the market, and therefore of little value — and the
capitalist who brings along his money-bags, or the landowner, urban
or agricultural, who brings land that is indispensable to existence,
there is a vast difference in the possibilities of making a fortune.
Many favourable opporturities for making profitable investments,
many bits of information from financiers and rulers, are offered to
the rich capitalist and denied to the small reniier, and still more to
the wage-earner.

It is obvious, then, that inequalities of remuneration result most






