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PREFACE.

Mz. HeNrY GEORGE has become so great an authority
in this country on the most vital economic questions
of the day, that it is somewhat surprising our leading
economists should have deemed his theories, which
involve such vast organic changes, worthy of so little
notice.

An attitude of lofty indifference to criticism, and
of contempt forrival theories, may become those who
lay claim to scientific certitude ; but besides that a
practical science cannot afford to despise a popular
opponent, the pretensions of our received econowmy
to deal with the burning questions of the day, cannot,
by its most devoted disciples, be ranked very high.
In fact it assumes towards those questions a position
purely negative, and deprecative of any attempt to
remedy acknowledged evils. To thedifficulties which
surround us it has no economic key. It has pro-
nounced its last word in freedom of competition.
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For anything beyond, it ceases to be a practical
science, and contents itself with the * thou shalt
not” of a moral one.

‘Thus orthodox economy has condemned itself ; for
freedom of competition, as I have elsewhere said, is
no more a solution of the economic questions of the
day than liberty to marry (from the Malthusian point
of view, which our economists accept), is of the
problem of population.

The unsolved economic questions of the day will
manifestly, until solved, remain the great economic
questions of the future; and the place and time for
their solution is here and now. The labour of our
economists has been to establish in England a model
economic State, and the natural destiny of England
has, with or without their aid, been accomplishing
their desire. 'Wherever peace is permanently esta-
blished, and industry prevails over anarchy, the
general industrial organization of England is sure to
prevail. The “ unrestricted competition,” so dear
to the hearts of our economists, may not be adopted ;
but still competition will be the vitalizing principle
of industrial organization throughout the civilized
world.

Now it is in the competitive organization, jn the
purest form in which it has ever been exemplified,
the purest possibly in which it will ever be seen, for
perfect freedom of competition is an economic dream,
that the evils have arisen for which our economists,
in their concern for their pet theory, forbid us to
seek a remedy. The dismal prospect thus presents
itself that with the spread of our industrial organiza-
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tion, these irremediable evils will everywhere be pro-
pagated. ,

Mr. George has thus shown sound judgment in
bringing his economical theories to the test of Eng-
lish industrial organization. He stands thus between
the past and the future, in the very centre of a great
snd silent revolution, which is going on indepen-
dently of all teaching or authority. He sees rightly
that America must become substantially an economio
England. He dreads the prospect, and he comes to
England to avertit. Mr. George professes to have
found the solution of our unsolved problems, and he
is accordingly prepared to prescribe the remedy for
the evils involved in our industrial development.
The nature of the situation thus gives Mr. George a
primd facie claim on our attention.

1f the nature of Mr. George’s remedy should in-
dispose any one to listen to him—if, perchance,
there are those who are not prepared to believe that
the ills of society can be remedied by a change in the
incidence of taxation—I have another claim tourge on
his behalf. Mr. George, as a system-maker, in which
capacity I wish to invite attention to him, is the legi-
timate continuator and developer of Ricardo, the
great system-maker of orthodox economy. Ricardo,
unlike some of his successors, did not relegate the
problem of population to a remote future. He per-
ceived in our system the evils of which Mr. George
complains; but as he attributed them to the law of
population as their source, he, like our modern econo-
mists, who, for the most part, seem to consider them
as purely accidental, regarded them as irremediable.



4 PREFACE.

Mr. George and Ricardo, however, both trace these
evils to the same proximate cause, the aggressive
nature of rent; but the former is able to take a more
hopeful view of the case, because he regards this not
as a necessity, but as a defect of industrial organi-
zation. This correction apart, I hope to show that
Mr. George, in his processes of reasoning and con-
struction of dogma, is a legitimate follower of the
English master of economical method.

It is an interesting but difficult inquiry where Mr,
George acquired his economical ideas. It is pos-
sible, by comparison with previous speculations, to
discover what amount of actual originality his
scheme presents; but the question I refer to is,
what amount of originality had it in Mr. George'’s
mind ?

As a combination Mr. George’s book is, perhaps,
as original a contribution as has ever been offered to
any science. Yet his method, with a difference that
will be duly noted, is Ricardo’s, and there is hardly
a particular doctrine in his book that has not been
previously propounded by some one. Even his great
remedy itself is the cardinal doctrine of Quesnay and
the physiocratic school, and was propounded in this
country before them by John Locke, and subse-
quently to them by Dr. Chalmers.

Throughout his system of doctrines, too, there is
hardly one which has not its counterpart in some
- previous system. He might have borrowed from
Malthus (for whom his contempt is profound) and
from MacCulloch, as well as from Adam Smith,
Ricardo, Chalmers, and J. S. Mill. Although my
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book, ¢The Economy of Consumption,” preceded
his by a very brief interval, I have found in Mr.
George’s book doctrines, or developments of doc-
trine, special to it.

Has Mr. George diligently collected all these
things, or has he re-discovered them for himself ? I
believe the latter to be in the main the true explana-
tion, chiefly because of the special originality of Mr.
George’s setting of his apparent ¢ cribs.” The
sublimity his transformations impart to the com-
monest doctrines remind one that the accusation of
plagiarism was brought against Handel.






BOOK 1. CHAPTER L

INTRODUCTION.

A werTER in the Quarterly Review®* says Mr. George's
book is “a model of logical and lucid arrange«
ment.” The lucidity of Mr. George’s arrangement
is remarkably facilitated by the comparative sim-
plicity of the view he takes of industrial organization.
However complicated its details, its salient points
with him are uncommonly few, and it costs little
trouble to arrange them in an ostensibly symmetrical
series. Nevertheless, simple as Mr. George's ar-
rangement is, it presents, from a logical point of
view, one inconvenience. His first book discusses
the theory of wages, the second that of population.
Now, according to the received view, the former
theory depends upon the latter. Itis true that Mr.
George’s object is to bring himself to a dead-lock in
his examination of the received theory of wages, 8o
as to compel himself to fall back upon the preliminary
question. But, in point of fact, he not only over-

® Mr. W. H. Malloch.
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turns the established theory in his first book, but
sets up a rival one before he has examined the pre-
liminary question at all. I, therefore, cannot agree
with the Quarterly Reviewer as to the strictly logical
character of Mr. George’s arrangement, although I
do not think any great fault is to be found with it on
the score of lucidity. At all events, as it appears to
me that a clear view of the problem of population is
indispensable to any useful discussion of the problem
of wages, I have found it necessary to reverse the
order of Mr. George’s first and second books.*

Mr. George is the boldest of the opponents of Mal-
thus. A reader of his book, unacquainted with the
history of the Malthusian controversy, could hardly
fail to be struck with the immense variety of weapons
in the armoury wherewith Mr. George assails his
opponent’s theory, and he would be disposed to
imagine that the discussion indicated on Mr.
George’s part a highly original view of the problem
involved in it. AsI have already hinted in the pre-
face, I am prepared to believe that the argument so
shaped itself in Mr. George’s mind; yet it is sin-
gular to find that, apart from the peculiar dress in
which he presents them, even the most recondite of
Mr. George’s arguments are old and familiar.

There is a more general reason than that which I
have assigned for giving precedence to Mr. George’s

* T do not regard the departure from logical arrangement as necessarily

a fault. I have adopted the same plan in the opening of ¢ The Economy of

Consumption.” My objection to the particular departure made by Mr.

QGeorge is that it leads to the disoussion and settlement of & complex ques-

tion without an essential preliminary investigation. Had he discussed

wages in a preliminary chapter, and resumed the discussion after that on
ion, the method would have been unexceptionable.
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second book. The problem of population lies at the
foundation of all economic science, and consequently
can be discussed independently of any of the parti-
cular problems of the science; while none of these
can be discussed independently of it. Mr. George’s
own discussion of it might, in fact, stand as an inde-
pendent treatise. As, moreover, Mr. George is at
issue with the received doctrine of population, the
problem is with him a crucial one. If his theory of
population stands, he has a basis for the rest of his
system ; if it falls, it becomes, at least, extremely
doubtful how doctrines designed to fit into a parti-
calar theory of population will fit into its opposite.

Another reason for dealing with this section first
is that it displays in a very special manner Mr.
George’s idiosyncracies as a reasoner, which might
be less apparent to an untrained reader in his deal-
ing with mere abstruse and technical questions.

Mr. George is a clear and concise writer, that is
to say, he states a proposition in clear and concise
language, and, although he does not always avail
himself of the privilege, he can also state an argu-
ment clearly and concisely. But he has a fault,
which is one of the greatest a scientific writer can
have, a fondness for arguing by illustration. Mr,
George, however, does not neglect direct argument
except in some cases in which he seems to think his
proposition nearly self-evident, a confidence which is
by no means necessarily shared by his readers. His
illustrations may, therefore, be taken rather as an
excrescence than as a defect in his work, and, in most
cases, they may safely be left out of consideration.
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Another difficulty, however, occurs in quoting
Mr. George, especially as in a purely polemical dis-
cussion conciseness is indispensable. It sometimes
happens to him in hammering out an idea to arrive
in the middle of a paragraph, or even of a sentenoce,
at a clear and logical proposition which substantially
expresses all he has got to say independently either
of what goes before or of what follows it. I trust
that in quoting such propositions in an isolated
form I shall not do Mr. George an injustice ; for
while I may omit matter that is merely explanatory
or illustrative, I shall be as careful as possible not
to omit any qualification to which he has subjected
any proposition he affirms. Mr. George’s book is
very accessible, and if I do not burden my pages
with wholesale repetitions of it, scrupulous readers
will easily be able to verify by reference to it the
accuracy of my representations.

The book on population contains four chapters.
The first chapter is merely explanatory, and con-
tains an account of the received doctrine, and of its
relations to other economic doctrines; the second
deals with the evidence in favour of the Malthusian
doctrine derived from fact ; the third deals with in-
ferences for and against it from analogy ; the fourth,
entitled ¢ Disproof of the Malthusian Theory,” gives
the positive evidence relied on against it.

As the first chapter does not seem to me to re-
quire any particular comment, I have introduced
an independent explanatory chapter. I have also
summed up the examination in a concluding one.
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Oy THE UNPOPULARITY OF THE EXISTING THEORY OF
PopuraTION.

Tur theory of population propounded by Malthus,
and since known by his name, has earned for its
suthor a most distinguished unpopularity. Hardly
any aunthor has been more thoroughly despised,
abused, and even hated. Perhaps a fate more
unenviable still is that which has recently befallen
him of being made the object of a kind of fetish-
worship by a body calling themselves the New
Malthusians, whose speculations, whatever may be
their intrinsic merit, Malthus himself would have
held in the utmost abhorrence.

It is true, as has been often said, that there was
nothing intrinsically new in the theory of Malthus.
Many scholars, from the time of Plato and Aris-
totle to the time of Malthus himself, had either
explicitly or implicitly given expression to the fun-
damental ' conception which involves the whole
doctrine of Malthus. Moreover, about the time
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of Malthus, the doctrine appears to have been in
the air, as every important discovery is when it is
due; or, as we may say if we are to assume the
doctrine to be false, many writers were attacked by
it as men are attacked by a contagious malady. But
there were reasons why, previous to the time of
Malthus, the doctrine should not have acquired that
possibility of practical application that was essential
to make it of serious importance even as a specula-
tion. The very old observation, for which Mr.
Frederick Harrison has recently claimed originality
for Auguste Comte, that the period of predominance
of industry in civilized society was preceded by a
period of predominance of war, marks both the
time and the place in which it was natural that the
theory of Malthus should appear. The prevalence
of industry over war, as the chief pursuit of civilized
man, if not ultimately doubtful, yet remains up till
this day most imperfectly achieved in the greater
part of the civilized world.

While this state of things continues, speculation
as to over-growth of population can be little more
than an academic study. If there are natural
powers capable of effecting a rapid growth in the
numbers of human beings, there are social oppor-
tunities for their rapid consumption.

It is one of the most important circumstances in
the history of England that her insular situation
permitted her first among the nations of Europe to
enjoy that security for internal peace, and that
liberty of voluntary abstension from foreign wars,
that were indispensable to her becoming a permanent
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shelter for an absorbing pursuit of industrial enter-
prise. This circumstance, among other advantages,
gave her the Malthusian theory.

Assuming that theory to be adapted to the con-
ditions of industrial predominance, the merit of
Malthus in its introduction was great. Others dealt
with it informally, and incidentally. He alone gave
it a place among the fundamental principles of
economic science. Since then it is possible to evade
or to deny the theory of population : it is impossible
for anyone who pretends to deal systematically with
industrial economy to ignore it.

The method of Malthus's book contributed to
this result. Not content with a demonstration of
the conditions that give the doctrine of population
a claim to rank among fundamental scientific truths,
he went into an extensive historical investigation to
show that its operation could be traced through
every variety and vicissitude of human expe-
rience. :

The value of this so-called *“inductive ”’ evidence
may not to a purely reasoning mind be as great as
it is in popular estimation. The proof deduced from
the natural conditions of human life, taken in con-

junction with the fact, if it be a fact, of the
expansive force of the reproductive powers, is
alone conclusive.®* But the inductive method, if
less valid, is more imposing, especially to English-
men, who can hardly be convinced by abstract

* The so-called induction, as I have shown in an article on Method,
never reaches the dignity of a generslization, or scientific proposition, till
it has assumed the form of a deduction.
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reasoning. Moreover, this investigation has a value,.
apart from its value as evidence, and extending
beyond the sphere of political economy. It gave,
at least, a hypothetical answer to the problem
which had hitherto baffled historians, whence, from.
comparatively uncultivated regions, came those in-
cessant hordes that overthrew great empires, and
overran the most fertile and populous regions of
the earth ? It threw also a new light upon a
question which was becoming one both of historical
and economical importance. If in & country whose
resources are imperfectly developed, population, as
Malthus professed to show, tends to press on the
actual limit of developed resources, then it is easy
to see how a mortal injury is inflicted upon the
inhabitants of such countries when a more skilful
and enterprising people occupies a large portion of
their territory, and, measuring their pursuits by
its own, expects them to live on the remainder.
The decline of the savage before the civilized man
appears in these circumstances to have been a
marvel only to unsophisticated ignorance.

Among those who previously to Malthus gave
expression to views analogous to his in relation to
population, two remarkable instances may be noted.
Dean Swift, in his * Thoughts on Religion,” says:
« Although reason were intended by Providence to
govern our passions, yet it seems that in two points
of the greatest moment to the being and continuance
of the world, God has intended our passions to
prevail over reason. The first is the propagation
of our species, since no wise man ever married from:
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the dictates of reason :* the other is the love of
life; which, from the dictates of reason, every man
would despise, and wish it at an end, or that it had
never had a beginning.” The same great writer, in
one of his bitterest satires, recommends, as a means
of keeping down the population of Ireland, the
cultivation of a taste for cooked babies as a
luixurious article of diet. Adam Smith, in the
chapter in which he deals with the wages of ‘labour
(“Wealth of Nations,” Book I., Chap. VIIL.), lays
down this fundamental proposition, which is as
distinct a statement of the theory of population as
any given by Malthus:  Every species of animals
naturally multiplies in proportion to the means of
their subsistence, and no species can ever multiply
beyond it. But in civilized society, it is only among
the inferior ranks of people that the scantiness of
subsistence can set limits to the farther multiplica-
tion of the human species; (¥) and it can do so in
no other way than by destroying a great part of the
children which their fruitful marriages produce.”

I do not wish to spoil a quotation by putting part
of it in italics; but the reader will do well to
peruse the last clause of this passage as if it were
italicised. It forms an admirable transition to the
chief topic of this introduction. I have spoken of
the unpopularity of Malthus; I wishnow to advert
to the persistent unpopularity of the Malthusian
doctrine. :

This unpopularity, it would seem, has exercised

*In his “ Thoughts on Various Subjects,” Dean Swift says: *“ We do
not know what they do in Heaven : we know what they do not do. They
neither marry nor are given in marriage.” )
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an adverse influence not only on the reception of
the doctrine, but on its theoretical development in
co-ordination with other theoretical doctrines. The
doctrine itself has been formally recognized by
the highest in reputation among our economical
authorities, but the recognition has been accom-
panied by many practical caveats calculated to stave
off the responsibility for a strict application of it
to existing circumstances, and so to save the credit
of the acceptors without diminishing the odium
of its original form. Even of those who have ac-
.cepted it most unequivocally, most, if not all, have
wholly missed its true purport and application.
One of the first to recognize the doctrine theo-
retically and evade it practically was Professor
Dugald Stewart, who, in his ¢ Lectures on Political
Economy,” Part I., Book I., chap. ii., says, *“ The
field which yet remains to employ the labours of
ourselves and our children, is sufficiently ample to
animate the exertions of the most sanguine benefi-
cence; and it is a miserable misapplication of the
‘time and talents which are now in our possession to
waste them in fruitless anticipations of the condition
of remote ages, while so much may be done to
lighten the pressure of actual evils.” This is, with
various modifications, the popular way of regarding
the doctrine still, and it is far from being without
economic sanction. There are even distinguished
writers in the ¢ Quarterly Journal of the Statistical
Society of London,”* who think that even from

* Particularly Mr, Stephen Bourne, the author of several independent
works on statistics.
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their point of view substantial grounds can be
found for it. It is evident, however, that this is
not the way in which the theory was regarded by
Adam Smith, or in which it was propounded by
Malthus. And it may be said at once that such a
view is not an acceptance, but a denial, and, if the
theory be true, a denial more pernicious than the
most direct negative, of the doctrine of population.
For one of the essential conditions of the practical
spplication of the doctrine is the gregariousness
of man. The doctrine of population does not mean
that when the whole surface of the earth is covered
with human beings, there will begin to be a danger
of over-population. It means that such a danger
exists now, and will continue to exist, in every
settled community. The mere pressure of popula-
tion upon subsistence does not suffice to induce a
settled community to disperse in search of wider
habitations. Before pressure can produce disper-
sion it must become severe, and emigration then
affords but a temporary and partial relief. It is
not each community alone, but every section of a
community, of whatsoever kind, to which the
theory of population has a distinct application. It
applies not merely to local divisions, but to separate
classes, and to separate divisions of each class, and
this is the only condition on which its application
can ever become practical. The means of subsis-
tence of any trade or profession in any community
depend upon the demand for the services of that
trade or profession in that community, and the
trade or profession that increases beyond the
0
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demand for its services violates the law of popula-
tion as much as if it over-peopled the world.

Upon this view of the problem the question we
bave to consider is, whether the unpopularity of the
theory of Malthusis or is not deserved. The theory,
if true, demands a universal application. Rightly
apprehended, it says, not, as Adam Smith supposes,
to the working classes alone, but to every class,
 beware of increasing beyond the meaus of main-
tenance which the economy of society provides for
you.” This is a restraint that comes home to every
individual, and it cannot, and ought not to be borne,
without reasonable cause. But the question we have
now to consider is, not, is the theory true? but, is
its truth desirable? If we had the choice, should we
wish it to be true or false ?

It is highly necessary that such a question should
be put as a preliminary to an examination of Mr.
George’s view of the theory of population. For Mr.
George is no half-hearted antagonist. He bans and
curses the theory in every sense, and from every
point of view. And his opposition to it on theo-
retical grounds is diametrical. As far as Malthus
can extend the capability of the human species to
grow, so far does Mr. George extend the adequacy
of the provision for its growth. Incredible as it may
soom, but as we shall certainly see, he extends it
oven farther. 'We have thus the two views directly
put bofore us. There is no paltry quibbling about
tho dogree of attention necessary to be given to
ncknowledged limits, The question is simply
whothor the actual capacity for development of the
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human race is finite or infinite. It may fairly, then,
be asked, which alternative is desirable? And this
question possesses equal interest whether we assign
the palm of victory as to the truth of their respec-
tive doctrines to Malthus or to George. For, on the
one hand, while the carpers at Malthus have failed
toreconcile us even to their own modifications of
his views, possibly Mr. George may succeed in re-
conciling us to Malthus himself; and, on the. other
hand, it would be a rare misfortune if, after Mal-
thus’s doctrine had been held odious as long as it
was at least partially believed to be true, it should
turn out to be only and truly desirable just at the
moment when it was found to be wholly false ; and
if wo should curse Mr. George for vanquishing Mal«
thus, whom we had cursed. Let us hope, then, that
the terms in whieh John Stuart Mill, one of its most
steadfast supporters, describes the doctrine of Mal-
thus, that the limit of population is due to the
“niggardliness of nature,” may not apply to the
true doctrine, whichever it may turn out to be.

We have then to contemplate the question of in-
finitude. Pascal puts the hypothesis of an infinite
material universe, and he insists on its acceptance
on the ground of the infinitude of God. From the
infinite divisibility of matter to the infinite expan-
sion of space, he fills his universe with worlds of
organized being. Now, if this hypothesis is true, the
term universe is manifestly a contradiction. With
worlds between which in no conceivable lapse of time
and with no conceivable rapidity of transit is com-
munication possible, how can there be anything at
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one? If the universe is infinite, then to each parti-
cular part of it the mass must be infinitely non-
existent. We may surely take a different view of
creation from that propounded by Pascal. If God
is infinite, His creatures are not. We know of
various suns and systems, but none of tH®m is
infinite to our apprehension. The chemical theory
of matter disposes of infinitude as a practical part of
the structure of our globe, and, so far as we know,
the rest of the material world resemblesit. Wecan,
therefore, no longer see * myriads of worlds in the
tear of an insect.” Thus, if the world is made for
limited intelligences, may we not reasonably suppose
it to be limited ?

To the human intellect the notion of infinitude,
look at it how we may, presents a prospect which
i8 irreconcilable with sanity. We cannot get rid of
the notion of infinitude, but we must turn away from
it if we would preserve our reason. There is one
pleasing view we might take of the infinite if we
could only reconcile it with the ultimate conditions
of reason. The hypothesis is this : the infinite re-
presents capacity, the finite attainment. There is
no real infinite; but there is no assignable limit to
possible attainment. But there are infinities that
will not thus be exorcised. The most inexorable are
those of time and space. I shall briefly refer to the
former only. We can scarcely conceive of a real
infinitude of future time, for were infinite time to be
realized time would be at an end, and the infinite
exhausted. But with an infinite duration of past
time the case is different. It is utterly impossible
to conceive an absolute beginning of being. But if
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being had no beginning the past must be infinite.
Now the past, whether long or short, is certainly
over, and beginning and end, like opposite extremes
of space, are absolute correlatives, so that we have
bere a true infinitude which is absolutely at an end.
But tf6 notion of the infinite mocks us with contra-
dictions more inconceivable still. If space is in-
finitely divisible, so also is time. There must,
therefore, be an infinite succession of distinct
periods of time in a moment,* which passes almost
before we are aware it is present.

Let us pass, then, from a notion which so tran-
scends and baffles our reason that we cannot live at
peace with it. If it is one of the conditions of our
existence that the number of our race should be
unlimited, surely it is not a desirable condition, and
ifwe value our own peace of mind we must wish
the victory to Malthus.

But if our race is to have a limit, where should
Wwe wish the limit drawn? Do not 30,000,000,
80,000,000, or 100,000,000 constitute a nation large
enough for patriotism? Do not 250,000,000 consti-
tute an empire big enough for ambition? Do
not 1,500,000,000 make a world large enmough for
Sympathy ?  Does not even Malthus still leave us a
continent or two to fill? And what do the conditions
of his theory demand of us? Only that in the propa~
gation of our species, as in all other things, we shall
goabout the business, whether of maintaining or in-

creasing population, with prudence and moderation.
% As an illustration of the actual divisibilty of time, it may be men-

tioned that it is ascertained that about 600,000,000,000,000 waves of light
enter the eye suocessively in a momeat.
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Mz. Georee’s ExaMINATION oF THE Faors IN SupporT
oF THE MavLraUSIAN THEORY.

FroM his introductory chapter, it appears that Mr.
George's hostility to the Malthusian doctrine is
grounded on the belief that it lies at the root of the
received doctrine of wages, which it is his main
object to overthrow. How far this is the case we
shall have an opportunity of examining in the follow-
ing book. Itis true, as Mr. George himself remarks,
that Adam Smith has anticipated Malthus in the
statement of the theory of population, and Ricardo’s
theory of wages seems to have been framed with
direct reference to that theory; but, on the other
hand, there seems no evidence that Adam Smith had
the theory of population distinctly in view in framing
his general theory of wealth. That theory is followed
by Ricardo, and to it the theory of wages is also
designed to conform. A theory of wealth framed
without reference to the more fundamental problem
of population may happen to be true; but it is open

\\
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to grave suspicion that it may, at least, be found
defective. Although the theory of wages may have
been framed with some reference to the theory of
population, it does not necessarily follow that it, or
the theory of wealth to which it is related, are in
accordance with that theory. In saying that the
doctrine of wages * finds it’s strongest support” in
the doctrine of population, Mr. George assumes a
closer relation between them than he has shown to
exist. By getting rid of the doctrine of population,
itis possible he may get rid of the obnoxious doctrine
of wages ; but it is also possible that, by establishing
the doctrine of population, he might render the
amendment of that doctrine imperative.

Another observation occurs in the introductory
chapter, which it is essential to note, in order to a
due appreciation of Mr. George’s point of view in
dealing with the facts in evidence of the Malthusian
theory. He says the assumption of geometrical and
arithmetical ratios of increase is “a play upon pro-
portions which hardly rises to the dignity of that in
the familiar puzzle of the hare and the tortoise ;’
and he quotes John Stuart Mill as calling it * an
unlucky attempt to give precision to things which
do not admit of it, which every person capable of
reasoning must see is wholly superfluous to the
argument.”

Now, in spite of John Stuart Mill's characteristic
mode of defining those who do not agree with him,
he and Mr. George are entirely wrong on this pre-
liminary point. I do not defend the terms ‘* geo-
metrical” and ““arithmetical,” as applied to the ratios
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of potential increase of population and food respec-
tively ; but the ratios upon which Malthus insists
are definite, and they are within the limits of the
facts adduced in support of them. Malthus gives
twenty-five years as an estimate of the time within
which a population free from any restraint might
double itself, an estimate which there is reason to
believe is well within the limit of possible growth.
He supposes that in each similar period land which
had been cultivated up to a certain degree of
fertility, that of the current skill of husbandry
in his day, would not have its fertility increased
by more than an equal increment, an estimate
which no experience affords the faintest hope of
ever being exceeded.* The inevitable conclusion
is, that while population, by its inherent force,
tends to grow at the rate of 1, 2, 4, 8, &c.,
or over, it is retained by the limit of maintenance
from growing at a rate exceeding 1,2, 3, 4, &c.,
or under. This is the essence of the Malthusian
doctrine, and not merely, as Mr. George represents,
“ that population tends to increase faster than the
power of providing food.” This difference will be
found essential in' dealing with the facts; it is also
important in the application of them. It is not
merely that population, if unrestrained in its growth
presses upon resources, but that it presses upon a
diminishing margin with continually growing strin-
gency. The nature of the process is this. When
population and production start from 1, there is
no pressure untill 2 is reached. But at 2 population

* Malthus himself distinctly says the estimate is excessive.
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Das acquired a force which would carry it to 4, while
production only reached 3. It is, however, re-
strained, and they reach 3 together. Three times
the initial population is now pressing on a uniform
or diminishing margin, so that its forcc would be
sufficient to carry it to 6, while production went on
to 4. What the opponents of Malthus habitually
forget is, that this theory assumes the unrestrained
growth of population. It is a measure of the amount
of pressure needed, in some form or other, to prevent
population from exceeding its resources. The theory
not only admits, but asserts, that the pressure is in
point of fact exerted ; but because this fact does not
lie open to superficial observation, the opponents of
the theory take advantage of its non-appearance to
deny the force of the tendency of growth altogether.
The varying rate of mortality upon which Malthus
dwells as the main indication of pressure is ignored
by some opponents, who look exclusively to the
adequacy of resources to the maintenance of the
¢xisting population, while by others, like Mr. George,
it is boldly attributed to other causes.

In his second chapter, Mr. George, like many
of Malthus’s opponents, begins his attack upon
Malthus’s facts by an attack upon Malthus himself.
This is his appreciation of the author of the * Essay
©on the Principle of Population * :—

“This famous work, which is much oftener
spoken of than read, is still worth perusal, if only
a8 a literary curiosity. The contrast between the
merit of the book and the effect it has produced, or
18 at least credited with . . . is, it seems to me,
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one of the most remarkable things in the history of
literature. . . . It begins with the assumption that
population tends to increase in a geometrical ratio,
while subsistence can at best be made to increase
only in an arithmetical ratio. . . . Commencing
with such an absurdity, the essay includes a long
argument for the imposition of a duty on the impor-
tation, and a bounty on the exportation, of corn, an
idea that has long since been sent to the limbo of
exploded fallacies. And it is marked throughout
the argumentative portion by passages which show
on the part of the reverend gentleman the most
ridiculous incapacity for logical thought, as, for
instance, that if wages were to be increased from
eighteenpence or two shillings per day to five
shillings, meat would necessarily increase in price
fromeightpence or ninepence to two orthreeshillings
per pound, and the condition of the labouring
classes would, therefore, not be improved.® . . .
This confusion of thought does not merely crop up
here and there. It characterizes the whole work.
The main body of the book is taken up by what is
in reality a refutation of the theory which the book
advances, for Malthus’s review of what he calls the
positive checks to population is simply the showing
that the results which he attributes to over-popula-

#* Malthus did not advocate bounties. He simply corrected some erro-
neous statements of Adam Smith as to their effects. He did not advocate
duties on the importation of corn indiscriminately. He held, truly, that the
oonsequences of raising a population greater than the internal resources of
& country can support are justly to be dreaded, and he said a duty on corn
to maintain an equal balance between agriculture and manufactures was
not impolitic. With regard to wages, what Malthus says (Chap. V.)is, that
an increase of wages not earned by an increased prodnctiveness of labour,
but contributed by charity, would not permanently raise the condition of
the poorer classes.
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tion actually arise from other causes. Of all the
cases cited, and pretty much the whole globe is
passed over in the survey, there is not a single
case in which the vice and misery can be traced to
an actual increase in the number of mouths over
the power of the accompanying parts to feed them;
but in every case the vice and misery are shown to
spring either from unsocial ignorance and rapacity,
or from bad government, unjust laws, or destructive
warfare.”’

Here at once we find the consequences crop-
png up of Mr. George’s misconception of the
theory of Malthus. Malthus starts with the hypo-
thesis that if population is not prudentially re-
strained, a positive restraint, which must be either
Vice or misery, is inevitable. He examines many
societies in which a prudential restraint in vigorous
exercise cannot be found, and he finds in all of
them vice and misery sufficient to account for the
actual limitation of growth.

Mr. George supplements this preliminary criti-
cism on Malthus by saying : “Nor what Malthus
falled to show, has any one since him shown. The
globe may be surveyed, and history viewed in vain,
for any instance of a considerable country in which
Poverty and want can be fairly attributed to the
Pressure of an increasing population.”

When Malthus offers the inductive evidence that
vice and misery exist wherever population is not
otherwise restrained, Mr. George replies: “ Bat
jou have not proved in a single case that vice and
migery result from over-population, and not from
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other causes.” It may be noted that it is not
Malthus who has proved the contrary, but Mr.
George who says he has. The natural tendency of
Malthus’s evidence is to establish the connection
assumed in his hypothesis; but it would be very
difficult to do this on Mr. George’s conditions.
“The vice and misery,” says Mr. George, “in
every case proceed not from over-population, but
from other causes.” And when you ask, *“ From
what causes ?”’ he replies, *“ From vice and misery.”

Where there is a too rapid growth of populatiomn,
“‘unsocial ignorance and rapacity” are certain to
arise; and from these bad government will even-
tually spring. War is also onme of the vices or
miseries by which over-population is restrained.
How many wars result from the desire for increased
territory, or from the migrations of peoples desirous
of larger or more fertile lands. Yet these, and not
over-population, are, according to Mr. George, the
sources of vice and misery. If Mr. George had
looked a little deeper, he would have found that the
sources of vice and misery are the excesses of
human passion. Is, then, the sexual passion the
only one not liable to excess, and free from liability
to produce such consequences ? If vice and misery,
in the forms which Mr. George alleges, have a
natural tendency to restrain the growth of popula-
tion, then it is evident that where, from whatever
cause, they exist, the growth of population cannot
be unrestrained. Malthus nowhere asserts that
all vice and misery are due to over-population.
What he says is, that if population is allowed to
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rn to excess, vice or misery cannot be avoided,

80 that where there is not virtue enough to restrain
population, vice and misery are either restraining it
ahready, or they will be produced by it. To satisfy
¥r. George’s conditions, it would be necessary to-
find a society in which neither vice nor misery
eristed, but in which a pressure of population
was seen in the very act of producing them.

But Mr. George has not done justice to Malthus’s:
case, even from his own point of view. Malthus has
ot confined himself to cases in which prudential
restraints were wanting. He also instances cases,
though necessarily fewer in number, where they have
operated powerfully, and there he has found the vices.
and miseries that tend to restrain population less
prevalent.

Such is Mr. George’s notion of inductive evidence.

' Having thus laid the axe to the root of the tree,
Mr. George proceeds in the following manner to cut
it down.

“It is,” he says, “a fact that, as we count our
increasing millions, we are apt to lose sight of ;
nevertheless it is a fact that, in what we know of
the world’s history, decadence of population is as
common as increase. W hether the aggregate popu-
lation of the earth is now greater than at any
previous epoch is a speculation which can only deal
with guesses.” He then spends several paragraphs
in a survey of the fluctuations of population in
various parts of the globe, winding up with the
characteristic suggestion, * It is somewhat strange
that among all the theories that have been raised,
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that of a fixed quantity of human life has not been
broached.”

Mr. George’s notions of evidence are truly versa-
tile. He has scarcely drawn breath since he accused
Malthus of adducing facts which he did not trace
to the alleged cause. What does such evidence as
Mr. George here adduces prove ? Does he mean to
say that there are instances of restrained or declin-
ing population with which vice and misery, of the
kinds he himself alleges to exist independently of
the growth of population, have nothing to do?
But if, under these conditions, population declines,
what does that prove as to its natural power of
growth ? Does he mean to say that if the pre-
valence of vice and misery were lessened the growth
of population would not be increased ? And if this
is o, if the restraint upon the growth of population
is in proportion to the prevalence of vice and misery,
what stronger negative evidence in favour of the
Malthusian theory could he have ?

If the main cause of the fluctuations to which
Mr. George refers has been war, do not their
temporary duration afford a strong proof of the force
of the reproductive principle which has incessantly
repaired the ravages of that destructive scourge ?

There is on this point an argument which Mr.
George’s “ orthodox” opponents could not very
conveniently use, but which is open to me. Mr.
George has rejected the doctrine of economists, that
industry is dependent for its growth upon a capital
which is supplied to it by the independent agency
of parsimony. Mr. George’s argument against this
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doctrine is, as I shall have occasion to show, incon-
clusive, because he has missed the point of the
doctrine he is trying to refute; but even if he had
apprehended the doctrine truly, I hold that he would
still bave been justified in rejecting it. I am, there-
fore, at liberty to turn against him his own argument
in as far as it is relevant. Now, Mr. George avails
himself against this doctrine of the illustration
afforded him by MacCulloch, Chalmers, and (merabile
dictu) John Stuart Mill, the most strenuous supporter
of the assailed doctrine, of the rapidity with which
capital repairs the ravages effected by war. Now,
if this argument is good to prove the reproductive
powers of capital, is it not equally good to show
the force of the reproductive power that repairs the
similar ravages in population ?

Mr. George has not yet reached the limit of his
controversial resources. He has yet something to
present us with of a more startling character;
but he pauses in his career in order to offer us a
little incidental argument of a more plausible aspect
which he appears to have picked up by the way.

“Malthusianism,” he says,  predicates a uni-
versal law, that the natural tendency of population
is to outrun subsistence. If there be such a law it
must, wherever popnlation has attained a certain
density, become as obvious as any of the great
natural laws which have been everywhere recognized.
How is it, then, that neither in classical creeds and
codes, nor in those of the Jews, the Egyptians, the
Hindus, the Chinese, nor any of the peoples who
have lived in close association, and have built up
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creeds and codes, &c., do we find any injunctions to-
the practice of the prudential checks of Malthus?™

There is at least one considerable exception to
Mr. George’s statement. By far the most effectual
prudential restraint on over-population is marriage.*
Referring to this, I have formerly said * the consti-
tution of civilized society is Malthusian.” Such
societies encourage the growth of population only in
families, wherein provision is assumed to be made
for it. But taking the argument as we find it, Mr.
George has conveniently placed it just after the
answer he has himself furnished to it. The govern-
ing power of society hitherto has not been industry,
but war. As long as men slaughter each other
freely, and for the purpose, among others, of ap-
propriating their means of maintenance, there is no-
need of codes to induce them to restrain the growth
of population.t '

# Malthus usually assumes that marriage promotes population, and, so no
doubt, it does positively ; but the question is not as to positive growth, but
as to growth relatively to means, and this marriage restrains by introducing
parental responsibility.

4+ In the opening of the article, * Population,” in the **Popular Encyclo-
pedia,” 1 have formerly noticed this argument thus: * No feeling is more:
deeply seated in the human breast than the desire of offspring. The mere
instinct of propagation, which man has in common with other animals,
ac%uires in his case an extension and power from his intellectual elevation
and the greatness of his nature, which is impossible in the case of the lower
animals ; and when to the social and other considerations, the influence of
which is peculiar to mankind, we add the attractions which imagination
lends to the passion of love, and the power which that faculty possesses of
compensating for the brevity and uncertainty of life by projecting it with a
sense of reality and identity of interest into succeeding generations, it will
readily be perceived that however frequently celibacy may be enforced by
circumstances, or prompted by religious zeal, & purely voluntary abstention,
unmotived save by want of inclination, or the strength of opposing tastes,
will always be 80 rare as to be wholly inappreciable in its general effects, so
that its complete absence may be arsumed as the basis of a scientific
discussion of the laws of population. But although, taking mankind in the
mass, the individual desire to contribute to the increase of the species may be
held to be universal, the actual growth of the population is nowhere left
eatirely to the unaided force of this motive. In respect to the gratification
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Here, again, the argument I have referred to tells
once more against Mr. George. Are great laws of
nature recognized so readily ? How long is it since
the law of gravitation was recognized? Why has
Mr. George to re-propound a theory of capital
which our leading economists still reject, though

of this desire men are to some extent rivals, because, except in new com-
munities, there are few societies in which all men can have the opportunity
of gratifying it: yet this rivalry is less felt than the sympathy which all
bave in common with a universal sentiment, and there are common as well
as individual motives for encouraging population, to which this sympathy
gives greater activity. Hence, in almost all primitive societies, and in many
advanced ones, marriage, as the means of contributing to the maintenance
and growth of population, has been regarded, if not as a matter of positive
religious obligation, yet as possessing a natural moral sanction of almost
equal weight, and to obviate any obstructions which the organization of
society might put in the way of its universality, it has been held to be a
matter of State policy to encourage it by positive laws. Besides the natural
sentiment an adventitious circumstance has greatly contributed to make the
encouragement of population a constant object of State policy. Mankind has
hitherto lived in a state of chronic warfare. Contiguous nations, both barbarous
and civilized, continue to maintain, as they have always maintained, their
Pomessions against each other by a show of force; and from time to time
questions arise between the most advanced nations, which are only settled by
extreme violence, and a wholesale destruction of human life. However
melancholy this condition of human society may be, it has to be reckoned
with as & fact, and as no means have yet been discovered of remedying it,
" such outbursts of destructive violence may be looked for in the future as in
thepast. Now there are several effects which this state of things has upon
the growth of population which have an obvious influence on State policy.
As long as a state of violence is normal, as long even as it may be resorted to
on an extreme emergency, 8 motive for the growth of population is created
which is independent of the resources of the community, or of the means of
affording happiness or supplying material comfort to those called into being.
Where war is the question numbers are strength, and, other things being
equal, the community which can bring most men into the field will prevail.
Hpven helps the strong battalion, is an approved maxim of trade-craft
with men of the sword and rifle. -Hence, whether for defence or attack,
whether from motives of fear and jealousy or ambition, the numbers of a
community become a matter of vital importance, and the question which
from the vulgar standpoint of common statesmanship it is natural to put
is, not how many can the country support well? but, how many can it
support at all? But the stats of warfare, while it raises the motive for
encouraging population beyond the bounds of common prudence, or, indeed,
of any other restriction, puts very distinct and frequently very severe
Testrictions upon the means of effecting the objeot. Soldiers are necessarily
withdrawn from productive industry. During all the time of training and
8ctual warfare, which in the case of standing armies is permanent, their
is precluded from contributing to the fund by which the population is
Maintained, and out of which alone can come the means of increasing it.
Ovwing to this and other circumstances s soldier's life is to a considerable

D
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it has been pressed on them again and again? or why
is he seeking to overthrow what is generally
recognized as the natural law of wages P

We now come to an argument which demands
attention rather on the ground of its psychological
than of its substantial value. In the latter respect
it will be rather apt to recall to the memory of the
reader Mr. George’s estimate of the logical capacity
of Malthus.

* If the tendency to reproduction be so strong as
Malthusianism supposes, how is it that families so
often become extinct—families in which want is un-
known? How isit . . . that in such an aristocracy
as that of England, so many peerages should
lapse? . . .”

extent one of enforced celibacy, and while a considerable number of men in
the flower of life are prevented from contributing in the proportion they
would naturally do to the growth of the population, the support of these
celibates forms a burden on the rest of the community which restricts its
means of increase. In actual war there is, in addition to the ordinary
burden, the drain of human life, and the enormous expense at which war is
maintained, while, when the war is over, the ranks of the army are recruited
from those who remain, and the normal burden is not diminished. When a
soldier is killed he ceases to be of any use for promoting populaticn, but if he
were Dot replaced the community would be relieved of the burden of keeping
him ; but as another is put in his place the community is weaker by a man,
has still this burden to bear, and has, besides, to pay for the expense of
killing the lost man, which is considerable. That nations under these cir-
cumstancer uniformly prosper and grow in numbers says much for the
natural strength of the reproductive principle. Another consideration,
besides the exigencies of aggression or defence, has contributed to make the
promotion of population a political object. The governing classes are
ususlly the bolders of property, and density of population increases the value
of property, irrespective of the happiness or misery of the population as &
whole. That which gives value to property is labour, and the greater the
number of labourers in a community, the greater will be the amount of
service which the holders of property will be able to obtain in return for the
use of their property.
““The natural sentiment in favour of reproduction affects not only the
religious and political, bat the social and commercial views of men.
~ Marrisge is in all communities undoubtedly held to be a condition of honour
as well as of bliss. Bocial distinction and innumerable minor privileges
await it, and the natural incentives to adopt this state are thus largely in-
creased, and in & way which is especially attractive to the young and inex-
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“For the solitary example of a family that has
survived any great lapse of time, even though as-
sured of subsistence and honour, we must go to.
unchangeable China. The descendants of Confucius:
still exist there, and enjoy peculiar privileges. . . .
The descendants of Confucius, 2,150 years after his
death in the reign of Khangi, numbered 11,000
males, or say 22,000 souls. . .. The esteem in
which this family is held on account of their ances-
tor, ¢the most holy ancient teacher,” has prevented
the operation of the preventive check, while the
maxims of Confucius inculcate anything but the pru-
dential check.”

Malthus is a dog whom any stick is good enough

perienced. Commerce adds a speculative element to the inducements to
marriage. It not only holds out hopes which induce men to anticipate the
<alculations of prudence, but it makes marriage itself an available resource
which can be counted on as having a distinct mercantile value. The
universal sentiment in favour of marriage caunses it to be regarded as a sort
of certificate of character and guarantee of stability in & young man. Even
when the act itself is imprudent. he gains by it among those who have no
special knowledge of the circumstances a primé facie reputation for prudence,
and. as it were, steals a character by flattering the popular prejudice. But
commerce is itself only a species of war. Its votariee bave a taith in the
inexhaustibility of its resources as implicit as that of despots in the power
of their legions ; but as there can be no commerce in that which is not
produced, commerce is as strictly limited by production as war is by the
Tesources of those at whose expense it is carried on.

“Un a primd facie view of the problem ot population, then, it appears that
while there ure in the organization of society itself considerable hindrances
to the full development of the powers of reproduction inherent in the human
race, the prevailing sentiment of mankind, as represented in religion, politics,
wcial urages, and commercial enterprise, has been uniformly in favour of
encouraging the use of these powers, so that the growth of population has
come to be commonly regarded as an indispensable sign of the prosperity of
3 community.

“The policy of population thus indicated, though founded on & natural
sentiment, supports itself on 8o many aggre:sive movements, conquest, com-
merce, emigration, that it may not inaptly be desiguated the war policy.
In proof of its prevalence the laws and institutions of many anvient nations—
Hindus, Chinese, Persians, Romans—might be cited, but it would be useless
1o give particular instances of what is all but universal. Even at the present
day this policy is upheld by a vast preponderance of popular opinion, and is
bot without scientitic support. It is questioned only by a few economists,
whoee views are generally met by misrepresentation.”
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to beat, but when rotten wood is too freely used it-
is apt to fly where it is not intended to hit. If there
is any strength in this argument it is just sufficient
to break the logical head from whence it proceeds..

How can any man who gives a moment’s serious
consideration to the question suppose that in a
country closely populated like England or China any
class or family is exempt from the * preventive’
checks to population ? What is the primary con-
dition of the existence of an aristocracy in any
country ? Surely it is that it should be limited in
numbers. The size of the families of the actual
members of the aristocracy may not be limited by
pressure on means, but the penalty of extending their
numbers is that the excess must sink into the un-
distinguished mass, subject to the full brunt of the
unprivileged struggle for existence. What does Mr.
George mean by saying that the family of Confucius
is freed from the positive check by the esteem in
which it is held ? Does esteem free it from viee
and misery? Mr. George condescends to give us
no authority for the valuable facts he adduces as
to this family, but as far as they serve his purpose
he may easily be made a present of them.

Mr. George, however, is not quite satisfied with
the case of the Confucius family, upon which he pro-
ceeds to reason thus—

“ Yet, it may be said, that even this increase is a
great one. Twenty thousand persons descended
from a single pair in 2,150 years is far short of the
Malthusian rate, nevertheless it is suggestive of pos-
sible overcrowding.
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“But consider: Increase of descendants does not
:show increase of population. It could only do so
when the breeding was in and in. Smith and his
wife have a son and daughter, who marry respec-
tively some one else’s daughter and son, and each
have two children. Smith and his wife would thus
have four grandchildren ; but there would be in the
-one generation no greater number thau in the other,
each child would have four grandparents. And
supposing this process were to go on, the line of
descent might continually spread out into hundreds,
‘thousands, and millions; but in each generation
of descendants there would be no more individuals
than in the previous generation of ancestors. The
web of generations is like lattice-work, or the
diagonal threads in cloth. Commencing at any
point at the top, the eye follows lines which at the
bottom widely diverge; and beginning at any point at
the bottom, the lines diverge in the same way to the
top. How many children a man may have is pro-
blematical. But that he had two parents is cer-
tain; and that these again had two parents each is
also certain. Follow the geometrical progression
through a few generations and see if it does not lead
us to quite as *striking consequences’ as Mr. Mal-
thus’s peopling of the solar systems.”

I quote this passage that the reader may, by com-
paring the argument advanced in it with the others
in this and the following chapters, have a full view
of Mr. George’s resources in dealing with the theory
-of Malthus. In the whole wonderful rigmarole there
is only one statement relative to the question at
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issue, * How many children a man may have is pro-
blematical.” We know the possible limit of a man’s
ascendants, and we know accordingly how far it is
possible for population to decline. 'We do not know
the possible number of his descendants, and cannot
get a limit to the possible advance of population;
but we do know that while a man can only have
two parents and four grandparents, he can have
more than two children and four grandchildren. We
know also that married people commonly have more
than two children; and we know that in a fully
occupied country the full effect of this expansive
power of growth on the increase of population is
never experienced, because a high birth-rate is
always accompanied by a high death-rate. We know
also that, especially in large towns, and in their
most crowded districts, a large proportion of the
deaths occur at very early ages, affording a strong
presumption for the inference that they are due if
not to a general, at least to a local, or special pres-
sure of numbers upon resources that will not expand
with sufficient rapidity. This is the gist of the
question which Mr. George attempts by this frivo-
lous illustration to mystify.*

Mr. George concludes this chapter with a more
gerious examination of three particular cases, those
of India, China, and Ireland.

The distress of India under the Mogul govern-

* 8o far as I know the Confucian argument with its net-work develop-
ment is original. The latter, to make it relevant, implies that the descen~
dants of Confucius, both in the male and female line, are reckoned in the
family. No man has two paternal grandfathers, so that reckoning familiea
in one line chokes Mr. George’s progression at the source.
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ment was, he asserts, due to * merciless rapacity,
which would have produced want and famine were
the population but one to a square mile and the land
a garden of Eden.”” The first era of British rule
was distinguished by ¢‘as merciless a rapacity,
backed by a far more irresistible power.”

“But,” he adds, “the lawless licence of early
English rule has been long restrained. To all that
vast population the strong hand of England has
given a more than Roman peace ; the just principles
of English law have been extended by an elaborate
system of codes and law officers designed to secure
to the humblest of these abject people the rights of
Anglo-Saxon freemen; the whole peninsula has
been intersected with railways, and great irrigation
works have been constructed. Yet, with increasing
frequency, famine has succeeded famine, raging
with greater intensity over wider areas.”

“Is not this,” Mr. George asks, “a demonstra-
tion of the Malthusian theory?” One would
think it was at least a contribution thereto. ~How
does Mr. George dispose of it? Simply by a
résumé of the exaggerations and calumnies of a
small body of Anglophobians among us in relation
to English administration in India. But Mr.
George’s authorities, taking them at their word,
do not give the least support to Mr. George's
hypothesis. One of Mr. George's strong points is
this: “ A most expensive military and civil estab-
lshment is kept up, managed and officered by
Englishmen, who regard India but as a tem-
porary place of exile; and an enormous sum, esti-
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mated at least £20,000,000 annually, raised from a
population where labourers are in many places glad
in good times to work for 1id. to 4d. a day, is
drained away to England in the shape of remit-
* tances, pensions, home charges of government, &c.

In The Nineteenth Century for April, 1884, one of
Mr. George’s Anglophobians, J. Seymour Keay,
in an article entitled ¢ The Spoliation of India,”
says the drain to which Mr. George refers * amounts
not to £15,000,000, but to nearly four times that
sum.” On the following page he says: * Lastyear
India exported produce valuing £83,000,000. Allow-
ing that her merchants naturally earned profits
on these at the English rate of 33 per cent., then
she was entitled to receive imports in exchange to
the value of £111,000,000; whereas her actual
imports last year (after deducting £5,000,000 for
increase of debt, as already shown, amounted to
only £58,000,000, showing tribute paid to England
not of £15,000,000, but of no less than £53,000,000!’
Again, he says: It must be remembered, more-
over, that about one-fifth of the exports from India
comes from the Native States, which, being sub-
ject to no similar deadly drain, get back the full
value of their exports, together with their profits.
The result, therefore, is that in exchange for the
produce of British India, exported last year,
valuing £66,000,000 at the port of shipment only
£38,000,000 (again allowing for increase of debt)
were received back, instead of £79,000,000 justly
due, even at the low average rate of profit realized
by all Europe.”
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The notion of a profit of 33 per cent. all round
-on the entire foreign trade of England is one of
which the absurdity will be apparent to every com-
mercial man. The manner in which Mr. Keay
makes it up is remarkably simple. “In the ten
years from 1870 to 1880,” he says, * Great Britain
made average yearly exports of the value of
£278,000,000, receiving in exchange imports to the
amount of £371,000,000. She thus got full value
for her exports and a profit of 33 per cent. besides.”
The last sentence he puts in italics. Inlike manner
he shows that  the whole of Europe exchanged its
exports for imports with a clear profit of 19 per
cent.” He overlooks, among other things, that the
trade of Europe, and especially of England, with
the eastern and western continents is mostly carried
on in European vessels, and that the imports of
Europe have accordingly to pay not only for
European exports, but for the labour of building
and working the vessels in which the trade is con-
ducted. I have not access to the authorities from
whom Mr. Keay takes his facts, and he does not
8ay how the value of his imports is made up. On
this point I may say that official reports are usually
deficient in information, and it is entirely useless to
-compare the statistics of different countries unless
1tis known that they are framed on identical prin-
ciples. Mr. Keay thinks India ought to receive
from England imports to the value of £111,000,000
in return for exports valued at £83,000,000. But
on the same principle England ought to receive
for the £111,000,000, imports valuing 33 per cent.
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more, or £148,000,000, in which case the value of
the Indian exports ought again to be advanced 33
per cent., and so on ad infinitum. I mention this
to show that these comparative values are purely
local and conventional, and that everything depends
upon the place and mode in which they are made
up. In an official return, the private imports of
India from 1880-1 are given at £59,297,348, and of
exports at £76,694,333.

In the *¢ Statesman’s Year Book ” for 1884, Mr.
Keay’s year, the total imports and exports of mer-
chandise and treasure, excluding Government stores
and treasures, are given as under :

Imports ... ... ... £63,456,197
Exports ... ... .. 84,281,723

This gives on the surface about Mr. George's
twenty millions, but there is no information as to
how the comparative values are made up. It may
be said, however, that it is a matter of perfect
indifference whether India receives Government
stores, whether for civil or military uses, from
England, or manufactures them at home. In either
case the labour of producing the stores, or the pro-
duce which pays for them, brings as a return
nothing but the stores. The area of British India
is 863,244 English square miles. Its population in
1881 was 198,755,993. Its revenue, including
public works, in the year ending 31st March, 1881,
was £72,559,978, its expenditure £76,694,333.
Thus the whole amount of its taxation, whether
exported to England or expended at home, is much
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less than that of Great Britain with an area of
120,832 square miles, and a population of 35,000,000.
Mr. Keay’s charges are, therefore, simply false
accusations.

But let us give Mr. George the benefit of his
accusation, as amended by Mr. Keay, without ex-
amination. To what does it amount ? Whether
thirty or sixty millions of the taxes of India go to
England, what does it matter ? The taxes of India,
like the taxes of every country, are levied for
services rendered. They are, as we have seen, not
excessive; and it is unworthy of an economist to
pretend that the prosperity of a country depends
upon where the payments it makes for value received
in any form are expended. The only serions argu-
ment of Mr. George’s authorities is that India is
80 poor that she cannot afford even the moderate
taxation to which she is subjected ; but how does
this go to prove that her soil is rich enough to
support an indefinite increase of population, if only
this moderate taxation were remitted ? How does
it support Mr. George’s contention that ¢ the
millions of India have bowed their necks beneath
the yoke of many conquerors, but worst of all is
the steady, grinding weight of English domination,
a weight which is literally crushing millions out of
existence P’

Mr. George says the case of China is similar to
that of India, so it need not be gome into in
detail,

Mr. George appends to his discussion of these
cases a much-needed caution :
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“Let me be understood. I do not mean that
India or China could with a more highly-developed
-civilization maintain a larger population, for to this
any Malthusian would agree . . . what I say is
that . . . nowhere can want be properly attributed
to the pressure of population against the power to
procure subsistence.”

Certainly not, if before admitting this you must
find a country absolutely untaxed, and without any
obligations between one class and another. One of
Mr. George’s own authorities, MacCulloch, could
have told him that where there is a margin of means
and emergy, taxes, by exciting additional energy,
-often increase capital and resources. But if the
whole exertions of a community are exhausted in
providing a scanty maintenance, surely that is enough

to show that, with its actual skill, its resources are
~ inadequate.

If the exertions of a population of nearly
200,000,000 cannot provide a surplus of £20,000,000
to spend, whether at home or abroad, how are we to
believe that they could provide for a growth of, say,
two per cent. on the population ? '

The case Mr. George presents in relation to
Ireland is precisely similar to that which he gives
for India, except that his charges, which are equally
reckless, are brought, not against the Government,
but against the landlords. Here, again, MacCulloch
would have informed Mr. George that whether money
actually earned is spent in or out of the country in
which it is earned, is to that country a matter of
indifference. This may be an extreme view, but it
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is much nearer the truth than Mr. George’s inflated
sccount of the ruin wrought by absenteeism.

A landlord cannot take out of a country more
than the proportion of rent which he uses out of
the country. If any of his dependents remain in
the country, their maintenance must remain with
them. But what he takes away is not the main-
tenance of any class, not his dependents, who remain
in the country. It is his own maintenance, and
that of his dependents whom he has taken out of
the country, or who never were there, and would
still be spent on them were he to bring them into
the country.

I do not wish to go into the details as to the case:
of Ireland, as it involves political controversies of’
too recent a date; but for the purposes of Mr.
George’s argument it may be summarily disposed
of Whether Ireland has been rack-rented or not,.
it ig certain that rents there have in general been
much lower than in England. If this is assumed
to prove that the country is in the actual state of
industrial skill and organization much less produc-
tive, the case is disposed of. If it is asserted that
there is an indefinite margin of productiveness for
the support of additional population, why is there-
1ot margin enough to support a small number of
landlords at & moderate rent ?



BOOK I. CHAPTER IV.

Tae ProBLEM oF PopuraTioN VIEwWED IN THE LigaT
OF ANALOGY.

WE now enter upon a more pleasing scene. Mr.
‘George’s third chapter is entitled * Inferences from
Analogy.” Analogy is a thing with which scientific
writers are very chary of dealing, and the less they
have to do with it the better. But whatever qualities
as a scientific writer Mr. George may possess, we
have found that these are not the qualities he has
-chosen to bestow on the subject of population. In
the wider sphere which analogy opens to the
imaginative faculties we shall find him more at
home. ‘

So far as we have gone, Mr. George’s position in
relation to the problem of population, as inferred
from his criticisms of the Malthusian theory, might
be supposed to be this : * Vice and misery are
never due to privations caused by the pressure of
population upon resources. There is always some
intervening obstacle which hinders prosperity and
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Testrains the growth of population.” But inasmuch
48 this obstacle, on Mr. George’s own admission,
does produce privation, the distance from priva-
tion by actual pressure upon resources is to be
messured by the extent of the obstacle. This,
therefore, like the majority of the objections brought
against the Malthusian theory, is not a denial, but a
re-statement of that theory. Notwithstanding the
lucidity of his style, however, Mr. George’s expres-

sions are either a very uncertain index to his

meanings, or his meaning one thing does not hinder
his meaning another, which is entirely inconsistent
with it. Accordingly, we have now to deal with

-objections set in a much higher key.

“The strength of the reproductive force in the
animal and vegetable kingdoms . . . is constantly

cited from Malthus down to the present day as

showing that population likewise tends to press
against subsistence, and when unrestrained by other
Ieans, its natural increase must necessarily result
in such low wages and want . . . as will keep it
within the limits of subsistence.

“But is this analogy valid ? It is from the
vegetable and animal kingdom that man’s food is
drawn, and hence the greater strength of the re-
productive force in the vegetable and animal
kingdoms than in man simply proves the power
of subsistence to increase faster than population.”

Here follows a rhapsody, which I refrain to quote,
a3 the assumptions involved in it reappear subse-
quently. The following sentence, which stands in
the middle of a paragraph, may be taken as a
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summary of it : “ Of all living things man is the-
only one who can give play to reproductive powers

more powerful than his own, which supply him

with food.”*

A bracing prospect, truly ; but what does it imply ?
Animals and vegetables press against the limits of
subsistence, and the supply of them is, therefore,
limited ; but man does not press against the limits
of subsistence, because he can eat this limited sup-
ply. Cattle grow faster than men; but do they
multiply without occupying more land? Or if men
grow corn, will the supply continue to increase with-
out taking in moreacres ?  Let us follow Mr. George
in a single application of this argument. ¢¢If bears
instead of men had been shipped from Europe to the
North American Continent, there would now be no
more bears than in the time of Columbus, and
possibly fewer; for bear food would not have been
increased nor the conditions of bear life extended by
the bear immigration, but probably the reverse. But
within the limits of the United States alone, there
are now forty-five millions of men where there were
only a few hundred thousand, and yet there is now

® In the article quoted in a note to last chapter, I have thus
noticed this argument : “ Malthus’s theory of the ratio between human
powers of reproduction and the increase of the means of subsistence
has, indeed, been questioned. It is frequently called exaggerated by those
who assign no reason for doing 8o, but a form of argument used in reply to
it is that animal growth is slower thau vegetable, and that man being one
of the most slowly.developed animals, his growth is among the slowest of
those of organized beings, and that his increase must, therefore, be slower
than that of his means of subsistence. If one corn would suffice for one
human being until another corn was grown, there would be abundant foroe
in this argument until the world was so full of human beings that there was
not room for a corn for each of them; but as each human being requires
many corns, each must have a certain amount of space to grow them in;
and if the growth of oorn itself is limited by the area of fertile land, that
of human beings must be much more so.”
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within that territory much more food per capita for
the forty-five millions than there was then for the
few hundred thousands. It is mot the increase of
food that has caused the increase of men, but the
increase of men that has brought the increase of
food. There is more food simply because there are
more men.”

The 45,000,000 of America are rather a perilous
subject for Mr. George to handle. Does he think
the ancestors of these 45,000,000 would have pro-
duced 45,000,000 had they remained in Europe, and
if not, why not ? If the population of Europe can-
not expand so rapidly as that of America, what is
that but a pressure of population on resources? And
why did the few hundred thousands previously in
America not grow to 45,000,000 ? Clearly because,
according to their industrial arts, America was full
of them. But although, according to their different
capacities, America may have been full of bears or
uncivilized men, it was not full of civilized men.
Does that prove that the capacity of civilized men is
inexhaustible? Was it not rather because, accord-
ing to the then prevailing state of industrial art
Europe was full io overflowing of them that she sent
her surplus to America P

Mr. George, however, admits a limit to the growth
of man, or rather he seems to admit one, for we shall
find this limit, like the one we inferred from the
arguments of last chapter, speedily disappear under
the growing light of analogy.

“While all through the vegetable and animal
kingdoms, the limit of subsistence is independent of

E
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the thing subsisted, with man the limit of subsis-
tence is, within the final limits of air, water, and
sunshine, dependent upon man himself. . . . While
vegetables and animals do press against the limits of
subsistence, man cannot press against the limits of
his subsistence, until the limits of the globe are
reached. Observe this is not merely true of the
whole, but of all the parts. . .. The limit of subsis- -
tence in any particular place is not the physical limit
of that place, but the physical limit of the globe.”
Mr. George has already forgotten the concession
he made to Malthusianism at the close of last chapter.
He assumes not only the indefinite expansion of
human capacity, but the availability of every part of
the earth to every other without regard to conditions
of time or space. On this principle Mr. George might
argue that Europe was not fully peopled at the time
of the discovery of America, because it was within
the capacity of Europeans to discover America. This
is not an answer to the Malthusian theory, but a
misconception of it. It is,in a more extravagant
form, the same misconception that has been noticed
in the introductory chapter as having been held
by Professor Dugald Stewart. England is at present
more densely peopled than previously, because a large
part of its population is fed on American corn. We
may imagine it possible that the population not only
of England, but of Europe, may yet be doubled
from the same source. But as the population of
America increases, will not her surplus supply of
food ultimately diminish, and will England or Europe
then be able to maintain such an exotic population ?
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Mr. George follows the enumeration of this prin-.
ciple with one of the numerous illustrations which
seem chiefly designed to show how feeble is his grasp
of the most elementary economic principles. “Fifty
square miles of soil will, in the present state of the
productive arts, yield subsistence for only some
thousands of people, but on the fifty square miles
which comprise the city of London, some three-and-
a-half milions of people are maintained, and subsis-
tence increases as population increases. So far as
the limit of subsistence is concerned, London may
grow to a population of a hundred millions, or a
thousand millions, for she draws for subsistence
upon the whole globe, and the limit which subsis-
tence sets to her growth in population is the limit
of the globe to furnish food for its inhabitants.”

Is the globe, uninhabited, to feed London ? If not,
wemust at least deduct from its capabilities the food
of its cultivators. Next, we must assume that the
whole world outside of London abstains from any
other occupation than that of cultivating the soil for
the use of London. *In the present state of the
productive arts,” if the inhabitants of 50 square
miles consume the produce of 100 square miles, fully
cultivated, there must, assuming the 50 square
miles themselves to be cultivated, be somewhere 100
fully cultivated square miles whose inhabitants con-
sume only the produce of 50. Again, if London
draws by commerce upon the resources of the whole
globe, so do Paris, St. Petersburg, Constantinople,
New York, Calcutta, Liverpool, Glasgow, Man-
thester, and many other rivals near and far. Each
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has its own sphere of attraction, but what one draws
the others do not draw. If each of these were to
reach 1,000,000,000, is it not just possible that there
might be a strain upon the actually developed re-
sources of the globe ‘“in the present state of the
industrial arts ?” It is, of course, certain that the
Bize of each is at present determined by conditions
of local and other advantages and drawbacks, among
which the competition of the others is comprised,
that is to say, the population of each is exactly
what the development of resources permits it to be,
which is another way of saying that in each of them
‘population is always pressing upon resources. All
Mr. George has to reply to this is, that the popula-
tion might be larger if some obstruction were re-
moved, which, as he himself admits, no Malthusian
has denied. Mr. George appears incapable of con-
ceiving of the operation of a natural law unless it
‘works in vacuo, but in assuming that the supporters
of the Malthusian theory are bound to maintain that
there is no other economic force in existence but that
of reproduction, he is simply fighting the shadow of
his own ideas.

Mr. George next deals with an argument which
can scarcely be called analogical. It is in fact the
fundamental position of the theory he assails; that
which affirms the limited productiveness of the soil.
We must, however, be thankful that Mr. George
has not overlooked this essential point altogether;
for what he has to say on it is more wonderful than
anything he has yet said.

““That man cannot exhaust or lessen the powers



POPULATION IN THE LIGHT OF ANALOGY. 53

of nature follows from the indestructibility.. of
matter, and the persistence of force. Production
and consumption are only relative terms. Speak-
ing absolutely man neither produces nor consumes.
... What we draw from a limited extent of land
may temporarily reduce the productiveness of that
land, because the return may be to other land, or
may be divided between that land and other land, or
perhaps all land; but this possibility lessens with
increasing area, and ceases where the whole globe
is considered. That the earth could maintain a
thousand billions of people as easily as a thousand
millions is a necessary deduction from the manifest
truths that, at least so far as our agency is con-
cerned, matter is eternal, and force must for ever
continue to act.”

Mr. George seems greatly refreshed whenever he
gets into this high vein of scientific reasouning.
The feader would do well to peruse the whole
passage from which I have made this extract. While
Mr. George’s eloquence seems to inflame himself,
and carry him to higher and still higher flights, the
unimaginative listener, standing on the sober ground
of reason, gets carried away in another fashion, and
dreams of high-toned nasal oratory addressed from -
a1 improvised stump platform to an admiring crowd
of shrewd, half-educated citizens of the great re-
public of the West. The reader will now have some
conception how admirably, when Mr. George begina
to reason on technical points of economical doctrine
after the manner of Ricardo, he parodies his sober-
brained master.
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The thousand billions, of which Mr. George
speaks, unless there is some peculiar virtue in that
amount, must be taken to mean an infinite number,
for when we had got the thousand billions, the same
argument would apply to a thousand trillions, and
so on. We have no longer need, then, even for
standing room, and the limits of earth, air, &c.,
disappear. Hereupon Mr. George begins to
moralise: *“ The human being, physically cousidered,
is but a transient form of matter, a changing mode
of motion. The matter remains, and the force
subsists. Nothing is lessened, nothing is weakened.”

True and beautiful ; but while man persists he
occupies a certain portion of the limited space and
matter of the globe, so that to make his growth
infinite i8 a process of infinite succession. What
Mr. George says about the capacity of land shows
not that it is capable of indefinite increase, byt that
it is incapable of any increase whatsoever. Its
limits have been fixed from the first, and all that
men can do is to move up to them. The simple
question of fact is, whether, in doing this approxi-
mately in particular districts, they find inconvenience
from the restraint which these limits actually impose
upon their growth.

Rivers, with or without the assistance of man,
carry much soil and manure to the sea. It is
questionable if it returns in time for continuous
use; but assuming the cycle to be as complete
as we shall find Mr. George’s. commercial cycle
to be, it results not in increased, but simply in
undiminished productiveness. When we increase
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the productiveness of a particular soil, what do we
commonly do? We bring something to it from
somewhere else. As cultivation extends this will
be limited to a mere exchange, or favourable dis-
tribution of the productive elements, as no one piece
of land can gain any of these which another does
not lose. We have thus an insurmountable maxi-
mum of fertility, and Malthus’s indefinite increase is
shown to be a too liberal limit. So much Mr.
George seems to have succeeded in proving.

Let us pause now for a moment, and consider
where we find ourselves. Man on this earth is
linited only by elbow-room, a limit which Mr.
George somewhat superfluously admits. His sub-
sistence increases more rapidly than himself; his
growth anywhere is restrained by no local limita-
tion; not only are the resources of the earth at his
command wherever he chooses to go, but commerce
wil bring them to him if he chooses to remain
where he is. All these positions we have found
established, and they surely contain as full a con-
tradiction of the Malthusian position as we need
desire. But how are we to reconcile these conclu-
sions with the arguments of last chapter ? How, in
acountry like India, where it is acknowledged there
i8 law, order, and personal liberty, where there is a
naturally rich soil, and a large industrial population,
Where the most enterprising commercial nation in
the world is striving to open up to the country the
tull advantages of the world’s commerce, how is
such a country kept in grinding poverty by the
mere taxation necessary for the support of its
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admittedly good government ? The answer naturally
is that, though India might support a larger popula-
tion, if her people were industrially better educated
and organized, her population, through the blessings
of peace and liberty which it enjoys, is pressing
heavily on the actual development of its resources.
And when we go to England, with far higher
resources of education and organization, and find
over-crowding in her large towns, and emigration in
her country districts, we conclude that she too is
pressing on her resources. Does not this go far to
establish a general law P

It is difficult to imagine that such a powerful
reasoner as Mr. George should have given way to
rhetorical exaggeration; but if we are to reconcile
the views of this and the preceding chapter, we
must discard as superfluous and embarrassing one
of the most cherished results of Mr. George's
analogical investigations. We must relinquish the
notion that man’s subsistence increases more
rapidly than himself, else why should savages not
increase as rapidly as civilized men, or why should
trifling burdens check the growth even of the
latter? We must sorrowfully resume our belief in
the primeval curse that man must eat his bread by
the sweat of his brow. Next we must allow to the
earth a measured growth in fertility. Then Mr.
George’s arguments from facts and analogies, or
rather from historical facts and natural conditions,
may be made to barmonize. We must suppose
that a given amount of labour is needed to get a
minimum result from the cultivation of the soil ;
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but that equal increments of labour will always,
and not only up to a given limit of fertility,
yield equal increments of produce; yet that
no improvements either on the productiveness
of labour, or the fertility of the soil, would
cause them to yield more. What would result from
these conditions ? Say that the labour of ten men
upon ten acres will provide subsistence for fifty
mbabitants. It is clear that if by the exactions of
landlords or of Government each agricultural
labourer is required to provide subsistence for six
persons, there is no way, except by a burdensome
addition to labour, of complying with the requisi-
tion, and the whole labouring population will be
oppressed. But as the fertility of the soil is only
limited by the quantity of labour bestowed on it, it
is clear that it is superfluous for ten men to work
ten acres. They will produce exactly the same
amount by bestowing their labour on one acre.
Not ouly so; but if there were only standing room
for the labourers, the whole globe could be fed on
the produce of one acre. This satisfies Mr. George’s
conditions ; but we must farther suppose that this
measuredly beneficent law of nature is one of those
which have hitherto remained undiscovered. Mr.
‘George himself appears not to have perceived its
full consequences. It entirely supersedes his method
of dealing with landlords, as well as his suggested
dependence on commerce. For as soon as it is dis.
covered that the smallest quantity of land that will
provide elbow-room for labourers will supply the
~wants of the largest community, nobody will pay
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agricultural rent at all; and landlords will be
improved off the face of the earth. And as an acre
or two will suffice to feed the population of London,
it will no longer require to import anything but
luxuries. Even the trade between town and country
will be abolished, for each town will suffice for
itself.

So far, Mr. George has left himself no alternative
between this and Malthus; but Mr. George appears
to have set himself the task of opposing Malthus
from every point of view; and as there is a way of
denying the theory of population directly opposite
and contradictory to that which he has hitherto
adopted, he does not scruple, lest his present posi-
tion should fail, to take it up himself.

Thus far we have found that there is for man,
hitherto straitened, notwithstanding his intuitive:
knowledge of natural law, by his own ignorance,.
unlimited abundance upon the earth; we are now
to find to our surprise that man has no disposition
to avail himself of the riches which are thus placed.
at his command. Alas, poor Malthus! how utterly
you are baffled. Like the unfortunate litigant
opposed to an Irish counsel, who had to defend his
client against the charge of having broken a
borrowed utensil, your case is met by a three-fold
answer, any alternative of which is ruinous to you..
“In the first place, my lord,” said the learned
counsel, whose pleading Mr. George seems to have
borrowed, “ the article was broken when my client
borrowed it,”” (plea of Chap. II); *“in the second.
place, it was whole when he returned it,” (first plea.
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of Chap. IIT) ; *“and, in the third place, he never
borrowed it at all” (Second plea of Chap. III).

Mr. George winds up the first * analogical ” plea
in these emphatic terms: ¢ Now this limitation of
space, this danger that the human race may increase
beyond the possibility of finding elbow-room, is so
far off as to have for us no more practical interest
than the recurrence of the glacial period, or the
final extinguishment of the sun,” and in the same
paragraph he begins to introduce his third alterna-
tive, which is conveyed in his habitual tone of lofty,
philosophical sentiment. I must make my extracts
as brief as possible.

“ No sooner are his (man’s) animal wants supplied
than new wants arise. . . . The man has set his
feet on the first step of an infinite progression. . . .
Out upon nature, in upon himself, hack through
the mists that shroud the past, turns the restless
desire that arises when the animal wants slumber
in satisfaction. Is not the gulf too wide for

analogy to span? Give more food, open fuller con-
ditions of life, and the vegetable or animal can but
multiply ; the man will develop.”

The conclusion to a long train of such reasoning is
as follows : * that, besides the positive and prudential
checks of Malthus,there is a third check which comes
into play with the elevation of the standard of com-
fort and the development of the intellect, is pointed
to by many well-known facts. The proportion of
births is notoriously greater, in new settlements,
where the struggle with nature leaves little op-
portunity for intellectual life, and among the
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poverty-bound classes of older countries, who in
the midst of wealth are deprived of all its advan-
tages, and reduced to all but an animal existence,
than it is among the classes to whom the increase
of wealth has brought independence, leisure, com-
fort, and a fuller and more varied life. This fact,
long recognized in the homely adage, “a rich man
for luck, and a poor man for children,” was noted
by Adam Smith, who says it is not uncommon to
find a poor, half-starved, Highland woman who has
been the mother of twenty-three or twenty-four
children, and is everywhere so clearly perceptible
that it is only necessary to allude to it.

L confess I have been disappointed with the con-
clusion drawn in this passage, which Mr. George has
prefaced with a statement that even the limit of
space is a shadow, and with a promise that it shall
disappear, and which is also preceded by the follow-
ing remarkable figure: * He (man) is the mythic
tree, whose roots are in the ground, but whose top-
most branches may blossom in the heavens.” I was
in hopes that man would be allowed, with the pro-
gress of science, to people other planets, and other
solar systems. Perhaps Mr. George may think of
this in a new edition.

For the conclusion, *“so clearly perceptible that it
is only necessary to allude to it,” Mr. George gives
no other evidence than that adduced. This con-
clusion includes these remarkable conditions : that
population tends to grow rapidly among new popu-
lations and the poorer classes in old countries ; but
that among the higher and more cultivated classes
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in the latter it reaches a point at which it stops in-
creasing altogether, irrespective of any exercise of
restraint among these classes of sexual passion.
Mr. George has done well to refrain from producing
evidence in favour of this position, for there is none
to produce. That culture tends to restrain passion
isundoubted ; but that without restraint the cultured
tlasses are deficient either in sexual passion or re-
productive powers is directly contrary to all evi-
dence. Whether a half-starved woman may produce
more children than a well-fed one, is not worth dis-
cussing as long as we know that the one has power
enough to produce the other.

It is a curious circumstance that even this clench-
ing argument, which Mr. George introduces With
such parade of gorgeous illustration, is so destitute
of originality as to be actually older than Malthus
himself. Dugald Stewart, in his ¢ Lectures on
Political Economy,” Part I, Book I., Chapter II.,
says: “It (the Malthusian theory) was clearly per-
ceived in its full force by Godwin when he had
recourse, in order to solve the difficulty, to the most
paradoxical of all hishypotheses—that in consequence
of the intellectual and moral improvement of man,
the passion between the sexes will be gradually
extinguished, and that while the period of human
life will, in the case of individuals, be indefinitely
prolonged, the species will cease to propagate.”

Mr. George'’s opposition to Malthus appears now
to be narrowed down to the one point of implacable
opposition to prudential restraint, and this is no
doubt the true objective of his polemic. Show in
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any way that the depressed millions are depressed
from some cause beyond their own control ; charge
their misery on landlords or governments, and show
that in order to remove it no sacrifice or effort will
be needed on their part, and Mr. George will be
satisfied. This is the common creed of the dema-
gogue, and this is what Mr. George represents in
political economy. So highly mistaken is Mr. Mal-
loch in crediting him with Conservative instincts.

I shall conclude this chapter by giving one of
Mr. George’s illustrations in support of his last
argument as a specimen of one species of this kind
of argument in which he is remarkably prolific :—

“ It (the theory of population) is as unfounded,
if not as grotesque, as an assumption we can
imagine Adam might have made had he been of an
arithmetical turn of mind, and figured on the
growth of his first baby from the rate of its early
months. From the fact that at birth it weighed
ten pounds, and at eight months thereafter twenty
pounds, he might, with the arithmetical knowledge
which some sages have supposed him to possess,
- have cyphered out a result quite as striking as that
of Malthus, namely, that by the time it got to be
ten years old it would be as heavy as an ox; at
twelve, as heavy as an elephant; and at thirty
would weigh no less than 175,716,339,548 pounds.

““The fact is there is no more reason for us to
trouble ourselves about the pressure of population
apon subsistence than there was for Adam to worry
himself about the rapid growth of his baby.”

Mr. Herbert Spencer has thought it worth while
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o inquire what are the physical laws by which
snimal growth is limited, and the general principle
>f limitation he deduces is analogous to the law of
»opulation apart from prudential checks, that is to
iay, to the law in as far as it is common to man
with plants and lower animals. If Mr. George’s
sonclusions were sound, we need not trouble our-
ielves about any difference between ourselves and
seings governed wholly or chiefly by physical law.



BOOK I. CHAPTER V.

Trae Faors AGAINST THE MALTHUSIAN THEORY.

Me. Grorge entitles his fourth chapter, “ Disproof
of the Malthusian theory,” and in it proposes to
bring the theory * to the supreme and final test of
facts.” He begins it with a fairly accurate state-
ment of the physical basis of the theory. ¢ The
accepted theory is that the more that is required
from Nature, the less generounsly does she respond,
so that doubling the application of labour will not
double the product; and hence increase of popula-
tion must tend to reduce wages and deepen poverty,
or, in the phrase of Malthus, must result in vice and
misery.” ‘

The only exceptions to be taken to this statement
are that in the first clause the word * freely ” should
be substituted for ¢ generously,” which contains a
gratuitous assumption ; and in the second, the word
¢ excessive ’ should precede increase.

He quotes a long passage from John Stuart Mill,
of which the pith is contained in the statement:
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“The niggardliness of nature, not the injustice of

society, is the cause of the penalty attached to over-
population. An unjust distribution of wealth does
not aggravate the evil, but, at most, causes it to be
somewhat earlier felt.”

He proceeds: “ All this I deny. I assert that
the very reverse of these propositions is true. I
assert that in any given state of civilization a greater
number of people can collectively be better pro-
vided for than a smaller. I assert that the injustice
of society, not the niggardliness of nature, is the
cause of the want and misery which the current
theory attributes to over-population.”

How is it possible to reconcile this statement
vith itself, or with what Mr. George has hitherto
aid? If in any given state of civilization a greater
mumber can be provided for better than a smaller,
then the mere increase of numbers is, as far as
industry is concerned, a substitute for civilization,
and that without limit. Why, then, did the savages
In America not become as numerous as their
civilized successors? Why do the growing
humbers in India not extinguish the evils of

tayation ? Or, why did Ireland not become more
Prosperous when her population reached eight
millions ? ¢ Because,” it is answered above, *of
the injustice of society.” And what is this injustice
OF society but a given state of civilization? If the
Above statement is true, moreover, surely instead of
Adding a “culture check ” to the two checks on
Population already prescribed by Malthus, we may
‘Qispense with such checks altogether. So un-

P
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qualified is the proposition, indeed, that it makes it
obligatory on Mr. George to show that increase of
population alone will carry us to the stars.

Here we may fairly ask, What is the name of the
animal that Mr. George rides against ‘“ Malthusian™ ?
*“ Unlimited resources” with ¢ Culture Check ™ as
jockey makes a badly-assorted pair. The claim of
the latter to his mount has already been disposed
of ; but we have to take another look at the animal
itself. In proof of his powers, Mr. George lays
down the following proposition :—

“The power. of producing wealth in any form is
the power of producing subsistence.”

Isthis so in any state of civilization? Certainly not.
It is so, if at all, only on the assumption that civiliza~
tion is abandoned,and that every man turns his atten-
tion directly to producing, or rather seeking, food.

Mr. George continues :—

““Does the relative power of producing wealth
decrease with the increase of population? . . . We
have in modern times seen many communities
advance in population. Have they not at the same
time advanced even more rapidly in wealth ?”

We have here a curious jumble of ideas. Yet it
18 not uninstructive, for similar arguments have
often been advanced by economists under a soberer
and, therefore, more plausible guise, as, for example,
by John Stuart Mill in arguing in favour of the
indefinite utility of capital in his chapter on the
fundamental propositions on capital.

What Mr. George has actually observed is, that
mcrease of organization, not of population merely,
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has increased aggregate wealth. But what does
this advanced organization imply? It implies,
smong other things, variety of oeccupations, variety
of gkill, and disparity of wealth. Mr. George wishes
to have the same resources applied to one occupa-
tion, or, at all events, to a class of occupations, so
restricted that it is impossible that it could ever
give rise to the superior skill to which the increased
production is due ; and he wishes to have the pro-
duce applied not according to the value of the con-
tributions made to its acquisition, but according to
the wants of the contributors.

As a crucial case, Mr. George selects California,
because there wages have fallen while population has
increased. He generalizes the result of his argument
in this illustration :— ,

“The richest countries are not those where
nature is most prolific, but those where labour is
most efficient. . . . Accumulated wealth seems to
Play just about such a part in relation to the social
organism as accumulated nutriment does to the
physical organism. . . . The denser the population,
the more minute becomes the sub-division of labour,
the greater the economies of production and distri-
bution.”

This, condensed but undiminished, is the sum
total of the positive evidence brought forward to
overthrow the Malthusian theory. Surely, a more

poverty-stricken case was never presented, and
certainly the strongest case was never put with
more self-confidence and affected parade of know-

ledge and discernment.
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No one denies that aggregate wealth is greatest
in the most civilized and densely peopled countries.
What does that prove as to the simple fact whether
there is or is not a limit to the productiveness of
their soil? And if there is such a limit, will it not
operate equally whether a tenth or the whole of the
aggregate labour of the community is given to the.
cultivation of the soil ? *

The physical wealth of modern Europe is due to
the vast labour-saving appliances resulting from the
great scientific discoveries and mechanical inven-
tions of the last two or three centuries. The effects
of these in increasing the productiveness of labour
are not yet exhausted ; but as each advance is made
population steadily follows in its wake, and comes
again to press upon the limit permitted by the
actual organization of industry to each class of the
community. This is the true form of the problem,
which Mr. George and many more economical re-
formers have never apprehended. Even if we were
to suppose the course of scientific invention to be,
as Mr. George imagines the resource of division of
labour to be, inexhaustible, we might still anticipate
from the same industrial organization the same re-

# That it is to growth of organization and not to mere increase of
numbers that increased productiveness is due, is obvious. Unless we
admit the absurd supposition that the whole world can be supplied from
the produce of an acre, there must be a limit to the productiveness of the
goil somewhere. But if there is a limit, what we have to do with is nots
hypothetical limit determined by conceivable improvements, but the actual
limit immediately attainable. Up to this limit, growth of population may
contribute to growth of organization ; but if it is passed, organization must
retrograde. If at the maximum of productiveness one caltivator can pro-
vide for ten persons, when the margin is passed a certain stage one will
only be able to provide for nine, and at another stage for eight. Thus the re-
sources of distribution of labour and of organization will steadily diminish
if population grows more rapidly than improvement in industrial art.
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suts as we have experienced in the past. Mr.
George, as we shall subsequently see, actually does
make this assumption, which is tantamount to the
sholition of labour altogether. But, as I have
formerly pointed out,* we have already reached the
practical limit of the utility of division of labour;
the advantages of commerce admit only of a limited
expansion ; the fertility of the soil soon reaches a
maximum except in economy of labour, and even
invention is evidently subject itself to the law of
limitation, as no machines will ever work without
buman care. When we consider all the advantages
we have derived from the steam-engine, we may
vwell believe that no similar addition will ever be
made to our powers; and in like manner, if we take
our inventions and discoveries in the aggregate, we
thall also find that though much still remains to be
done fully to utilize them, the prospect of any
equally fruitful cycle of improvement in the future
B3 faint one.

* In ¢ The Economy of Consumption,” Part I, Book 4, Chap. 4.



BOOK I CHAPTER VI.

Tu® APPLICATION OF THE THEORY OF POPULATION.

I BAVE, perhaps, dwelt long enough on the problem
of population, but it is of such vital importance to
eeonomic science, and the established theory of it is
so ill apprehended even by most of those who profess
unhesitatingly to receive it ; it is also, I may add, so
habitually ignored in practical economical schemes
and discussions, that I wish to make a few conclu-
ding remarks upon its relations to other economic
doctrines. '

There are various indications in Malthus’s book
that he apprehended rightly the tendency or direc-
tion of the conclusions to which his theory should
give rise ; but Malthus had no other stand-point in
economic doctrine than the theory of Adam Smith,
His notion of the science, like that of Smith himself,
‘was that of an inquiry into the nature and origin
(or causes) of the wealth of nations, and, more ex-
plicitly than Adam Smith, he defined wealth as con-
gisting in material commodities. Now, I hold that
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such a theory of wealth is not consistent with the
theory of population, and, that upon such a basis,
no possible science can be founded.

In criticising the definitions of MacCulloch, Mal-
thus has pointed out a difficulty in giving a wider
definition of wealth, which he regarded as insuper-
able: it is that if immaterial things that give plea-
sure or advantage are to be regarded as wealth, no
bounds can be set to the science of economy, which
vill expand to the utmost limits of human knowledge,
and be susceptible of systematic treatment only in the
form of an encyclopedia.

Now, that this error of giving a logical expansion
to the science beyond what is designed, or can be
exemplified, and so of exposing its reasoning to the
charge of incompleteness and uncertainty, has been
common with those who have tried to enlarge the
scope of the science, and especially so since the days
of Malthus, is certain. But there is a worse error
than this. It is that of cutting off a part of human
nature from the whole, and reasoning on it exclu-
sively. This is the error that has been committed
by Adam Smith, accepted by Malthus, and practised
by the followers of Smith, whether of the Malthusian
or Ricardian sections, to this day.

Even those who have endeavoured to avoid this
error in definition, have seldom got much beyond it
in practice or in spirit. With respect to definition,
the best attempt I am acquainted with to set a defi-
nite Jimit to the science is that of MacCulloch and
Henry Dunning MacLeod, who have tried to tie
down the meaning of wealth by attaching to it the
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condition, or element, of exchange value. I am
afraid, however, that this attempt is only illu-
sory. For what is exchange value when you have
ceased to limit exchange to material objects ? An
exchange of ideas is surely of value as well as an
exchange of material commodities. This difficulty
is remarkably apparent in the scheme of Henry
Dunning MacLeod, who has constructed a very
elaborate and ingenious sytem of aérial, or ideal
definitions, touching solid ground at this point only.
Now it is evident that Mr. MacLeod has assumed in
his own mind that one of the objects of exchange
must be material, money, for example, and must
form a standard for the other. But what right has
Mr. MacLeod to this limitation? Let him only
deal with the definition of exchange as he has dealt
with his other definitions, and he will find his whole
gystem go up in the air like an unattached balloon.
Among other writers who have attempted, more or
less, to base the definitions of political economy on
the principles of idealistic philosophy, may be men-
tioned John Stuart Mill, Professor Jevons, and Pro-
fessor Sidgwick. Upon this attempt it is sufficient
to say that if idealism is true, it is at all events in-
coherent. No idealist, from Bishop Berkeley or
David Hume downwards, has been able to speak or
act in consistency with his theories. Whatever may
be the value of idealism in philosophy, therefore, it
is of no use in science.
The error which has commonly been committed
by economists of all schools in attempting to limit
the science, is the same as I shall have occasion to
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notice as prevailing in the definition of terms: it is
the same as I have already noticed as having been
committed by Adam Smith, that of seeking for it a
sphere of isolation. The impracticability of such a
mode of delimitation is mnot peculiar to political
eonomy. All human science is one; and every
particular science is related to every other. How,
theo, are we to escape giving to any particular
wcience an encyclopaedic range? Not by absolute,
but by relative definition.

If we assume that political economy has to do
with wealth, it is certain that we cannot have a com-
plete science even of material wealth by confining
ourselves to material wealth alone. But it is desir-
able that political economy, as a practical science,
should be confined to the lower round of human
vants, to that round of wants which are ministered
to by labour, that, in comparison with the free exer-
cise of human faculties and functions, may be called
servile, and which is commonly included in the term
industrial.

How is this round of wants to be distinguished ?
1 define them by the term physical, and I hold that
what ministers to them is not merely material com-
modities, but a variety of services by which these
<ommodities are applied to our use. This, then, is
the sphere of political economy ; but it is obvious
that it is not an isolated one, If the subject of the
science is said to be wealth, then I define wealth as
physical well-being. I do not, however, regard an
Inquiry into the means of promoting wealth as, in
any gense, a complete statement of the subject of
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political economy. Physical wealth must be con-
sidered by it in relation to other interests: in other
words, it must take account of the cost of acquiring it.

It is clear that all human knowledge ministers, or
may minister, to physical well-being. It is also clear
that physical well-being teuds to promote the acqui-
sition of knowledge. In these facts I recognize the
- relations of political economy to other sciences. To
reserve to it a sphere of its own, I do not abolish
these relations; I do this simply by declaring an
order of preference.

Political economy has to do primarily with those
things which more immediately minister to physical
welfare in the supply of normal physical wants ; that
i8 to say, within the sphere known as industrial.
Theoretically, it has to investigate the relations of
these things, first with each other, and then with.
other human interests ; practically it has to discover-
the means of improving these relations, whether in-
ternal or external.

By this mode of definition, although astronomy,
geology, and other physical or mental sciences, may
remain branches of political economy, they are kept
at a respectful distance in the actual treatment of it.

Viewing political economy in this light, I regard
the theory of population as its most elementary and
fundamental doctrine. I hold that any theory of
wealth established independently of this theory,
unless by some extraordinary accident it should
happen to be in perfect accord with it, is necessarily .
erroneous, and in this condemnation I include the
doctrine of the entire school of Adam Smith.
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The first attempt, that I am aware of, to base the
theory of wealth directly upon the theory of popula-
tion was made in my book,  The Economy of Con-
mumption,” published in 1878, which, on this very
weount, has been subjected to much hostile, and I
must add, to much inappreciative and scandalously
inaccurate criticism. What I am about in this chapter
todo is to summarize some of the leading conclusions
s which in that book I bave arrived in regard to the
spplication of the theory of population to the theory
of wealth.

Mr. George is not altogether mistaken. He has
filed to perceive that the law of population, like
every other natural law, must operate under complex
conditions ; and he is entirely wrong in denying its
operation altogether. He has, however, rightly dis-
cerned that there is something wrong in our indus-
trial organization, and that, something unrecognized
by, and unknown to, our systematic economists.
From this it follows that, if the reasoning of our
economists is sound, as, for the most part, I believe
it to be, they must have reasoned from false pre-
mises.* Mr. George has, in some minor instances,
rightly discerned where the falseness of the conclu-
sions lies ; but in his main issues with his opponents
be is altogether astray ; for, as I have shown, the
premises on which he relies on the fundamental
question of population are more remote from the
truth than theirs.

¢ Wrong reasoning from wrong premises may lead to right conclusions;
and sometimes does, because the reasoning has been arranged with a view

to the conclusion; but right reasoning from wrong premises must lead to
Wrong conclugions.
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In a note to the first chapter of “The Economy
of Consumption,” I say, *“No attempt has been made
either by Malthus himself, or any one else, that I
am aware of, to bring the theory of population into
a vital and practically operative union with the
theory of wealth propounded by Smith, nor, I
believe, will the attempt ever be successfully made
until the theory of wealth has been revised. Mal-
thus has supplied some hints, and Chalmers some
arguments, directed towards its revision; but by
neither has the work been effected, or, indeed,
deliberately contemplated.”

In Part I., Book 1V., Chapter IL., I say, ¢ The dis-
tribution of population is to a considerable extent
determined by the fertility or natural resources of™
the region populated. This might be called the
fundamental law of population. There are, how-
ever, circumstances, or rather conditions, by which
the operation of this law is materially modified.
Although it does not affect the application of the
law, it is a material circumstance that the original
distribution of population has not been effected by
selection, much less by selection founded on exact
knowledge, but, as we may say, by chance. Another
circumstance, or rather condition, of a more per-
manent kind, consists in a sort of principle of com-
pensation established by nature herself, and which,
though it directly affects labour, is a limit imposed
upon labour by natural forces. It is that when the
natural means of production require the greatest
exertions to render them available, the natural
conditions of life supply the greatest fund of
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energy. . . . Until industry attains considerable
organization, however, population proceeds pretty
much on the lines established by facility of produc-
tion; but as organization proceeds, these lines are
left more and more behind by the leading organizers,
ad a strong tendency is ultimately developed to
defy them altogether.

“The habits of human nature also exercise a
powerful influence on the growth of population.
Man is undoubtedly a migratory animal; but his
migratory instinct is counterbalanced by a strong
istinct of gregariousness, and perhaps also by
sttachment to locality. It is probably due to these
counteractive influences, together with wars and
natural jealousies, and to the fact that a large part
of its surface has only recently been discovered,
that the whole earth has not already been peopled
up to the full limit of its known resources. Migra-
tion in a settled community is always the result of
pressure; and when a community has acquired
established habits and institutions, it will not only
content itself with a slower expansion, but will
suffer its growth to be checked by the severest
forms of privation and disease, before it will
disperse in search of wider quarters.”

In the same Book, Chapter III, the nature of the
limitation of natural agents is thus described:

“The limit imposed on cultivation by natural
agents is not an absolute limit, coming suddenly
info operation at a given point; but a limitative
force always in operation, and opposing to each
increase of exertion upon the same agents an
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increase of resnstance Its mode of operation
accordingly is to increase the hardness of labour
relatively to productiveness.”

It is in accordance with this definition that
where a new agent, such as manure on a field, is
introduced, labour should be reduced.

In the same chapter the variable effects of this
limit are thus indicated :

“If the quantity of labour expended on raw
material bore a constant ratio to the quantity of
labour expended in other directions, the productive-
ness of this labour would form a constant measure
of the possible remuneration of self-supporting
labour in all directions. As, however, the propor-
tion of the labour employed in preparing raw
material to that employed in perfecting production,
varies continually, the productiveness of the entire
labour of production is the measure of the re-
muneration of the entire industry of the com-
munity. Without considering the effects, then,
which a pressure upon the productiveness of natural
agents may have on the whole distribution of in«
dustry, we cannot understand the working of the
primary law of limitation.”

On the comparative productivess of new and old
countries, on which Mr. George writes with such
confusion of ideas, 1 say, * In the new industrial
organization contemporaneous with and dependent
on the old, circumstances would be somewhat
different.* The primary processes of industry,
under favourable circumstances, would be more

* From the early stages of the original organization.
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productive, and the subsequent processes less pro-
ductive than in the older communities ; but as the
products of the more developed industry of these
communities would be placed by commerce at the
disposal of the others, the industry of the new com-
munities would probably on the whole be more
productive.”

This is in the earlier stage of commercial inter-
course. I have also pointed out that an older com.
munity having an exceptional industrial organiza~
tion, such as ours, depending on an earlier use of
industrial appliances, might in the productiveness
of its industry surpass all others, whether old or
new. The natural tendency of commerce, however,
is to reduce exceptional advantages on either side
to an equality. It is further shown that the
tendency of free competition between a new and
an old country is towards abnormal developments
of agriculture on the one hand, and of commmerce
on the other; and that these extremes are perilous
to the industrial stability of both. This evil is
only partially mitigated by the circumstance that at
a comparatively early stage of industrial develop-
ment, protection becomes the natural policy of the
new country.

The action of competition upon the law of popu-
lation in determining the condition of the labouring
classes is thus described: “ When labourers are
encouraged to increase beyond the point up to
which their labour can be rendered productive, one
of two things must happen. If the excess of
numbers i8 not great enough to force & change of
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habits on the class, it will be eliminated, as the
result of an unequal struggle, by natural agents of
destruction ; if it is great enough the habits of the
class will be changed.

“In determining the condition of the labourer,
custom, and the conditions of society are always the
immediately prevalent forces. If these determine
that the labourer should be properly housed and
clad, and that his children should be educated, the
labourer who cannot comply with these conditions
will be warred against by natural forces, and elimi-
nated from the industrial system, as surely as if
what he had failed to provide were the barest
necessaries of life. But the means of maintenance
and reproduction are not a fixed limit. No one can
say how far they can be carried in the descending
scale. If population is insensibly carried on by
the aggressive action of competition, neither these,
nor any other conditions of acquired civilization
will stand against it, or be able to prevent its
gradually deteriorating the habits of labourers.”

The effect of pressure of population on the
-organization of industry generally is thus described.
¢Is there any reason to believe that as industry
approaches its final development, there will be any
tendency to a better poising and equilibrium, to a
more economical adjustment of its forces? I
believe there is nome. With, at most, a single
exception, all the causes of perturbation will
remain unaltered. There will be the same depen-
dence of the many upon the few ; the same fluctua-
tions of crops and seasons; the same speculative
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esgerness to take advantage of them for private
gain; there will be the same periodical excesses of
production ; for if we suppose these limited in
certain directions by the limitation of the supply of
raw material, they cannot be equally limited in all ;
and the very eagerness to secure a supply of the
necessarily limited commodities will give additional
stimulus to production in other directions. The
only difference will be the loss of the stimulus of
an expanding industry; but as the character of
matural limits will not be changed, the same efforts
a expansion will be made, only with diminished
results.  Population repressed by natural agencies,
vil continue to fluctuate about its limits; capital
vil be expended in efforts to maintain or extend
the productiveness of natural agents; and even if
we make the extreme supposition that all com-
munities have approached their limit at once, there
will be illusive hopes of commercial advantage, and
8 probably intensified struggle to realize them.”

4 » » 4 » »

“The common impression, favoured by the ordi-
nary teaching of economy, is that when a com-
munity approaches the limit of its natural resources,
there will be something of the nature of an indus-
trial crisis, or dead-lock, which will command
attention from all quarters, and compel the most
stringent measures to be taken to meet it. This
view is convenient as well as natural, as it removes
all application of Malthusian doctrines into the
remote distance. If economists do not share to the
G
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full extent the vulgar prejudice, they at all events
encourage it by parallel expectations of signs in the
heaven of economy. There is no ground for these
expectations. The one simple phenomenon by
which alone a pressure on material resources is
ever indicated, is an increasing hardness in finding
the means of subsistence to the unorovxded classes
of all kinds.”

» » » » » .

“When the limit of a community’s resources is
reached, if we may suppose such a circumstance,
there will, accordingly, be no change in the aspect
or pursuits of society. Specifically that limit is the
power of natural resources to yield to a definitely
limited number® of labourers, whose own subsis-
tence depends upon the success of their efforts,
means of subsistence for the whole community.
Then as now, there will be affluence and luxury
contrasted with poverty and privation; then as
now capital will be expanded unprofitably on mis-
directed efforts to extend the limits of production;
and then as now, it will be re-collected at the
expense of direct labour; then as now population
will be prevented from exceeding the limits of pro-
ductiveness by natural agents of destruction.

“ What is this but to say that there is no other
problem of population but that which is present,
and has always been present with human society
from its commencement ? As soon as a community
gets over the difficulty of finding population to

# Proportion.
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organize its industry, it begins to suffer from over-
population. The actual limits of population are
determined by actual habits of industry and con-
mmption. Neither of these is unchangeable; but
neither is changed without effort and difficulty ;
sud when population begins to press upon these
limits, it is not in the power of individuals to alter
cither of them. Labour is a common enterprise,
and must be carried on by common laws; and the
arangements of the social orgaunization do not
permit individuals materially to alter the habits of
expenditure of their class. The individuals who
cannot maintain these habits, unless supported by
tome external and eleemosynary means, are accore
lingly crushed and eliminated from the system.
This is the problem of population; and the only
crcumstances which alter its aspects are the greater
or less degrees of pressure to which, according to
established habits, the exposed classes are subjected,
and the prudential preparations, social or industrial,
which are made to meet the emergency.”

In the following chapter (IV.) of the same book,
in discussing “‘ the secondary law of limitation of
production, or the law of the expansion of produc-
tion under pressure,” I have thus indicated the
various stages of the problem :

“All animals to some extent resist the limits
imposed upon them by nature; but the resistance
of the lower animals is comparatively feeble, being
deficient in coherence, intelligence and organization.
It is mostly confined to migration, which being
within the range of the intelligence of most animals,
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is usually conducted with a sufficient amount of
energy and skill. But the lower animals, when
their resources do not suffice to meet the emergency
suffer themselves to be passively destroyed by the
natural forces which forbid their increase. Man
resists with a greater and more far-reaching energy ;
and although often his means are less immediately
adapted to his end than theirs, he finds in his
intellectual nature greater and more enduring re-
sources.”

* ] » s » -

“The general instinct by which men are moved
like other animals to propagate their species irre-
spective of the means of support, which forms the
basis of the whole problem, is sufficiently under-
stood ; but as there are many sections of human
society, and those the most powerful, to whom this
problem presents no inconvenience,* this would
not suffice to explain a general direction of
human energies to the task of providing for the
growth of population. It has been noticed in last
“chapter that the interests of the most powerful
classes, the organizers of industry, are engaged to
promote the growth of population at least to the
full limit of known resources. It has also been
shown that the most wealthy and powerful portion
of these classes, at least, has so little concern in-
dustrially iu the misery and privation to which
numbers pressing on the means of subsistence are

® T do not mean to say that this is true of all the members of any class,
but of the most prosperous members of each.
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exposed, that it actually profits by their existence
in that condition. It is reasonable to expect, there-
fore, that while taking means to push population to
the known limits of production, the zeal of this
section of the community should become lukewarm
when any considerable immediate sacrifice is in-
volved in the question of giving this population
additional comfort, and, accordingly, of affording it
still farther means of increase. The exposed popu-
lation itself is always interested in finding greater
means of subsistence; but then its power is small
in proportion to its poverty. Under these con-
ditions, the first stage of the problem, that of
poverty and pressure of the outside population on
the means of subsistence, is commonly reached;
ad were these conditions permanent, that stage
might never be passed. If the well-to-do classes
culd continue undisturbed by the sufferings of
their inferiors, the barrier between them might
continue wide enough. But, unfortunately, the
lower classes will not continue to suffer quietly;
nor are they able, if they were willing, to keep
their misery to themselves. Two things, accord-
ingly, happen when they are reduced to natural
straits by the working of an organization based
upon private interests. They become the dangerous
classes, and as such excite the political interest of
society ; and they become the degraded classes, and
by diffusing maladies,and disintegrating the strength
of the community, excite its social interest. As
the knowledge of those intimate relations of society
becomes more diffused, the problem of the condition
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of the lower classes gradually absorbs more atten-
tion, until it becomes the pet problem of society. . ..
It is only, however, when by such combinations of
circumstances the whole interest of society begins
to be aroused in the problem of population, that the
formidable nature of that problem begins to be
discovered. . . . The condition which renders the
problem inexhaustible by any efforts of develop-
ment may thus be stated, that population imme-
diately follows in the wake of these developments.”

The various resources of emigration, free organi-
zation of home industry, and foreign commerce,
are then examined, and shown to be successively
exhaustible without touching even the form of the
problem ; and the fundamental principle is deduced
which forms the point of departure between my
practical inferences and those of the ¢ orthodox”
economy, that whatever may be the advantages of
industrial development, that is, of the progress of
wealth-giving organization, the solution of the first
and greatest problem of economy does not rest
therein. The solution required is a solution not
for the final stage of industrial progress only, but
for every stage of it ; and, above all, for the present.
That solution does, and can, lie only in adapting the
growth of each community throughout all its classes
to its resources, not in the vain effort to adapt its
resources to its growth.



BOOK II. CHAPTER 1.

MR. GEORGE’S INTRODUCTION : STATEMENT OF THE
PRroBLEM.

Mz, Groroe gives an introductory chapter to the
Statement of the problem with which he purposes
%0 geal. The advantage of beginning with the
t-lleory of population will be seen in examining this
€hapter, from which it will now only be necessary
L0 make some extracts.
¢¢ At the beginning of this marvellous era it was
Tatural to expect, and it was expected, that labour-
Baving inventions would lighten the toil and improve
the condition of the labourer; that the enormous in-
Crease in the power of producing wealth would make
real poverty a thing of the past. Could a man of
the last century, a Franklin, a Priestley, have seen
a vision of the future. [Here follows the vision.]
It would not have seemed like an inference farther
than the vision went, it would have seemed as though
he saw; and his heart would have leaped, and his
Berves would have thrilled, as one who from a height



88 HENRY GEORGE.

beholds just ahead of the thirst-stricken caravan the
living gleam of rustling woods and the glint of
laughing waters. Plainly, in the sight of the
imagination, he would have beheld those new forces
elevating society from its very foundations, lifting
the very poorest above the possibility of want,
exempting the very lowest from anxiety for the
material needs of life; he would have seen those
slaves of the lamp of knowledge taking on them-
selves the traditional curse, those muscles of iron
and sinews of steel making the poorest labourer’s
life a holiday in which every high quality and noble
impulse could have scope to grow.”

Mr. George credits his seer with singular lack of
knowledge of human nature in making him antici-
pate such a revolution from mere physical causes.

«“It is true that disappointment has succeeded
disappointment, and that discovery upon discovery,
and invention after invention, have neither lessened
the toil of those who need respite, nor brought
plenty to the poor. But there have been so many
things to which it seemed this failure could be laid,
that up to our time the new faith has hardly
weakened. We have better appreciated the diffi-
culties to be overcome, but not the less trusted that
the tendency of the times was to overcome them.”

“ Now, however, we are coming into collision
with facts which there can be no mistaking. From
all parts of the civilized world come complaints of
industrial depression; of labour condemned to in-
voluntary idleness; of capital massed and wasting ;
of pecuniary distress among business men ; of want
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-and suffering and anxiety among the working
-classes.” . . . * This state of things common to
communities differing so widely in situation, in
political institutions, in fiscal and financial systems,
in density of population, and in social organization
-can hardly be accounted for by local causes.”

Mr. George’s object being to cast the blame
\ upon the land system, he omits to say that these
various communities also differ widely in their land
systems.

“That there is a common cause, and that it is
cither what we call material progress, or something
closely connected with material progress, becomes
more than an inference when it is noted that the
phenomena we class together, and speak of as in-
dustrial depression, are but intensifications of
phenomena which always accompany material pro-
gress, and which show themselves most clearly and
strongly as material progress goes on. Where the
-conditions to which material progress everywhere
tends are most fully realized, that is to say, where
population is densest, wealth greatest, and the
machinery of production and exchange most highly
developed, we find the deepest poverty, the sharpest
struggle for existence, and the most enforced idle-

”»

ness.
“Go into one of the mew communities where

Anglo-Saxon vigour is just beginning the race of
progress; where the machinery of production and
exchange is yet rude and inefficient ; where the incre-
ment of wealth is not yet great enough to enable
-any class to live in ease and luxury; where the best
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house is but a cabin of logs or a cloth and paper
shanty, and the richest man is forced to work

daily, and though you will find an absence of wealth |
and all its concomitants, you will find no beggars.

There is no luxury, but there is no destitution.”

The picture in the former paragraph has been

charged with exaggeration. If it is looked at
merely as a historical picture, it is undoubtedly ex-
aggerated ; but if taken as an account of the ten-
dencies of the progress of industrial organization in
the most advanced communities, it will be found
that while all its features have been to some extent
produced, the causes which have produced them
are continually at work, while many of the circum-
stances which have hitherto contributed to modify
them are of a temporary nature. In this sense,
then, it can hardly be considered exaggerated. It
may farther be noted that although private pro-
perty, whether in land or moveables, is found in the
stage of progress to which Mr. George refers as
peculiarly exhibiting the evils he deplores; it isnot
distinctive of that stage alone. It is found also in
that stage to which Mr. George refers as most fres
from these evils. It is, in fact, the basis of indus-
trial progress in all civilized communities. There
is another thing which is also associated with
material progress, and with the principle of privaté
property ; but which, as industrial organization
grows, grows with it in volume, energy, and in the
complexity of its operations. That thing is compe-
tition. In looking for a cause of the tendency of
advanced organization to engender poverty, thi
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growth of competition must not be forgotten. It

may be that the source of the evils of the indus-

trial organization is not something distinct from,
but is identical with the source of its triumphs.

The explanation of the absence of poverty in the
case referred to in the last paragraph quoted is
extremely simple, and has nothing to do with the
cause Mr. George imagines. It is that the ex-
changes of labour and the produce of labour are so
restricted that the work of men is chiefly directed
to the supply of their own wants, and it rests with
themselves to secure its adequacy. Rent or taxes
such as could possibly arise in a new community
could not materially affect the result, and compe-
tition has not yet arisen in its might to carry the
produce of their labour to the east and bring them
the returns from the west.

This is in brief the problem stated by Mr. George..
lomit some details in which he repeats and enforces
bis ideas, but the essential feature of all is that
poverty is found accompanying progress, and the
growth of aggregate wealth. Of this it is that he
tayg, “I propose in the following pages to solve by

the methods of political economy the great problem.
Lhave outlined.”




BOOK II. CHAPTER IL

Tae CuUrReNT DoCTRINE OF WAGES.

Mze. GeoreE’s first book is on * Wages and Capital,”
the relations between which form, as I have said,
one of the most complex questions in political
economy. In the first chapter he undertakes to
show the * insufficiency ” of the current doctrine of
wages.

“ The cause,” he says, * which produces poverty
in the midst of advancing wealth is evidently the
same which exhibits itself in the tendency, every-
where recognized, of wages to a minimum.”

Already we find the inconvenience of plunging at
once into a question of such complexity. That
there is an apparent downward tendency of wages
may be admitted on the ground of observation,
although uninterpreted evidence will not be found
uniformly to support it. But it will not be found
upon investigation, although it may on a priori
grounds seem natural to assume, that this tendency
results from a single cause. Not only are there



THE CURRENT DOCTRINE OF WAQGES. 93

distinct causes; but although the results actually
blend, these are naturally as different in direction
as in origin. One of the causes is the law of
population, which Mr. George, as we have seen,
denies. The operation of this cause is as follows :
Asg long as labour, whether on the labourer’s own
account, or on account of an employer, can be made
productive of a maintenance, that is, the means of
providing for a family, labourers will be found to
give that labour. It consequently follows that if
labour will always be done that yields only a main-
tenance, the labour that receives least remuneration
will seldom, and that only exceptionally, earn more
than a maintenance. This law is not an evil. It
simply means that natural resources are fully
utilized for the good of man.

The other cause is this: Competition, taking
advantage of the willingness of labourers to work
for a maintenance, organizes enterprises in anticipa-
tion of the natural growth of industrial develop-
ment, and which ultimately fail to yield a mainten-
ance to those engaged in them. This is the natural
tendency of competition. It constantly pushes its
enterprises in advance of normal development, and
is only arrested in doing so by the failure of its
enterprises, in the form of cessation of profit, and
consequent failure of capital. This is an evil to
capitalists and labourers alike. It is the great
specific evil of the competitive organization of
industry. One difference in the direction of these

specific forms of depression, arising out of the
difference of the causes themselves, deserves to be
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noted. In a complex organization of industry there
are a great many grades of skill, and these naturally
.claim different degrees of remuneration. Accord-
ing to a legitimate development of competition,
therefore, that is to say, according to a competition
based on the actual state of physical development,
it would only be the lowest, or least skilled grade
of labour, that would be limited to a bare mainten-
ance; but as competition always tends to push
production, and industrial exertion generally,
to its extreme limit, its excesses obliterate all
distinctions, and the highest skill will bring
only an abject price when it becomes a drug in
the market.

Let us listen farther to Mr. George.

“ Why, in spite of increase of productive power,
do wages tend to a minimum which will give but a
bare living ?”’

“ The answer of the current political economy is,
that wages are fixed by the ratio between the
number of labourers and the amount of capital
devoted to the employment of labour,” &c.

Mr. George continues to fight this bogus explana-
tion throughout the whole of his first book. If it
had suited his purpose, he might have found that
the theory of the “ wages fund,” a crazy piece of
artificial machinery devised as a substitute for a
natural law, is not universally recognized even by
“ orthodox”’ economists.

“In current thought,” he continues, ¢ this
doctrine holds all but undisputed sway. . .’

“Thus entrenched in the upper regions of
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thought, it is in cruder form even more firmly
rooted in what may be styled the lower.”

Neither of these statements is correct. The
doctrine of a *“wages fund” is strictly limited to
technical economy. Outside the range of those
who prefer a scientific jargon to plain language,
the very meaning of the phrase is, I believe, rarely
comprehended. In fact, artificial scientific dogmas
never take hold of the popular mind, and it might
almost be considered a test of the soundness of a
theory whether, when fairly propounded, it is, or is
not, fitted for popular apprehension.

¢ 1f wages depend upon the ratio,” continues our
author, ‘“between the amount of labour seeking
employment and the amount of capital devoted to
its employment, the relative scarcity or abundance
of one factor must mean the relative abundance or
scarcity of the other. Thus capital must be rela-
tively abundant when wages rise high, and relatively
scarce when wages are low. Now as the capital
used in paying wages must largely consist of the
capital seeking investment, the current rate of
interest must be the measure of its relative abund-
-aunce or scarcity.”

Here again Mr. George confounds two things, the ,
natural and sound principle that the rates of wages
depend upon supply and demand, and the artificial
principle of the wages fund. It is of the very
essence of that principle that a specific section of
capital alone affects wages. Unless it is shown that
this section bears a constant ratio to the whole,
which would render the theory nugatory, but which



96 HENRY GEORGE.

is not the real objection to it, the rate of interest —=
capital generally affords no clue to it.

The two things which render the theory of :
wages fund untenable are the elasticity and ver-
satility of capital ;* things regarding which, although
they do not occur to him in this connection, Mr.
George is not altogether destitute of knowledge.
Some kinds of capital are adapted only to specific
uses; others are adapted to various uses. Now
the kinds of capital which are best adapted to the
uses of wages, food and clothing, always, in a com-
munity with an organized industry, exist in re-
dundance, and are, in any required quantity, at the
command of the versatile form of capital, the em-
ployment of which is determined by the demand for
productive employment on the one hand, and the
demand for specific commodities on the other.

If there is in a community sufficient food to last
through harvest, and with an organized system of
distribution, the variations of price always ensure
the sufficiency of the supply, there must at any time
be more than is required to feed all the labourers
of the community. The supply of clothing in such
a community is, for similar reasons, always more
than sufficient for the immediate demand ; and there
are always abundance of materials and instruments
for the employment of labour. It is for these

* Capital, in its widest sense, according to my definition, consists of pre-
cisely the same things as constitute wealth. They are called wealth be-
cause they minister to enjoyment, capital, because they minister to industry.
Thus some things which are directly capital are indirectly wealth, and some
things which are indirectly capital are directly wealth. It is easy to see
that a term having such a scope, which it owes to the natural associatious
of. human thought, must be used both commonly and scientifically in a large
variety of senses.



THE CURRENT DOCTRINE OF WAGES. 97

reesons I maintain that industry is not, as our
economists allege, limited by capital.* I affirm, on
the contrary, that in such a community there is at
all times capital enough to employ every man,
woman and child who is willing to work, to the ex-
bsustion of the physical strength of the last of
them, so that in such a.community no labourer ever
was, or ever will be unemployed for want of capital
to employ him.t Labourers are unemployed from
the failure of demand, which our economists say
does not employ labour, and which they also
wrongly assert is inexhaustible. The latter point
will be considered farther on.

Mr. George’s conclusion in relation to the sup-
position in the extract last quoted, that profits, or
interests and wages, ought (as Ricardo affirms), to
fluctuate inversely is:

“This i not the fact, but the contrary.”

Mr. George overlooks that it is not only the
abundance or scarcity of capital in general, but the
demand for specific kinds of labour that affects
wages. Capital may be abundant and idle, as it
often is in times of crisis, and wages will then be
low; but when a large amount of capital in propor-
tion to the labour of any particular kind seeking
employment, is seeking to employ that kind of
labour, whatever the ultimate result of the enter-

* In the sense in which it is used by economists, that of produced wealth
exclusively.

+ Nor ii the productiveness of labour ever restrained by deficiency of
capital. When a new invention is recognized as rendering labour more pro-
ductive, it is sure to be introduced by some one, and its introducer, until
his rivals take it up, will be able to make extra profits, and extend his
business at the expense of theirs.

H
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prise may be, the wages of that kind of labour will
necessarily be high.

Mr. George discusses in relation to this point

“ the broad general fact that wages are higherin
new countries where capital is relatively scarce than
in old countries, where capital is relatively abun-
dant,” and gives the opinions of various economists
on it ; but it is unnecessary to follow him in this
discussion, the whole of which is based on a mis-
conception. In new countries labour is scarce re-
latively to demand, and as it is mostly employed on
land, the scarcity of capital does not impede the
demand for it. It is, therefore, relatively scarcer
than capital; and, if capital is very scarce, it can,
beyond the supply of mere necessaries, be hired on
credit. An agricultural country is naturally less
dependent on capital for the employment of labour
than a manufacturing one.

Mr. George finds that a contrary relation exists
between *interest ”’ and wages to that usually held,
in which he is manifestly in the wrong ; and he asks
how the received theory arose. He answers that,
¢ it is not an induction from observed facts, buts
deduction from a previously assumed theory, namely,
that wages are drawn from capital. . . . The pro-
position I shall endeavour to prove is:

““That wages, instead of being drawn from
capital, are in reality drawn from the product of
the labour for which they are paid.”

This proposition must, previous to inquiry, strike
every one who comprehends its terms as capable of
bearing only one or other of two interpretations: i
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ig either a metaphor, or it is a self-contradiction,
The fact that wages are habitually paid before any-
thing is *“ drawn > from the product of the labour
for which they are paid, disposes of its literal
sense.

“All the teachings,” Mr. George goes on to
argue, *‘ of the current political economy, in the
widest and most important part of its domain are
based more or less directly upon the assumption
that labour is maintained and paid out of existing
cpital before the product which constitutes the
utimate object is secured.”

Current political economy has enough to answer
for without being subjected to groundless charges.
What Mr. George means by the * ultimate object”
itis difficult to conjecture, but the assumption that
wages are commonly paid without securing an
object in return, probably never was made until
Mr. George imagined it. What economists say is
that labour is paid or maintained out of pre-existing
capital. They say or assume nothing about the
“security ” of the product. The labourer has com-
monly nothing but his labour, and capitalists do not
usually give credit without security. What takes
Place between the capitalist and the labourer is a
barter, in which the latter gives labour stored up in
8 form in which it is not immediately available for
the maintenance of any one, or, generally, for any
other purpose, and the latter gives the means of
Procuring immediate maintenance.

Upon the proposition already quoted Mr. George
thus sums up his argument : * But the fundamental
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truth, that in all economic reasoning must be firmly
grasped and never let go, is that society in its most
highly developed form is but an elaboration of
society in its rudest beginnings, and that principles
obvious in the simpler relations of men are merely
disguised and not abrogated or reversed by the more
intricate relations that result from the division of
labour and the use of complex tools and methods”
(illustrations follow). ¢ And so, if we reduce to
their lowest terms all the complex operations of
modern production, we see that each individual who
takes part in this infinitely sub-divided and intricate
net-work of production and exchange is really
doing what the primeval man did when he climbed
the trees for fruit, or followed the retreating tide
for shell-fish, endeavouring to obtain from nature
by the exertion of his powers the satisfaction of his
desires. If we keep this firmly in mind, if we look
upon production as a whole, as the co-operation of
all embraced in any of its great groups to satisfy
the various desires of each, we plainly see that the
reward each obtains for his exertions comes as truly
and as directly from nature as the result of that
exertion, as did that of the first man.”

Mr. George’s ¢ fundamental truth” is a prodigious
blunder, which has carried him through the most
erroneous reasoning that ever filled a fat book. If
you have a few factors, you may deduce from them
a few elementary principles; and it is true that
where these factors remain, these principles will
persist. But if you add new factors, you find that,
along with new combinations, you have new
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principles of combination; so that the laws of the
original combination do not exclusively control the
extended groups. The ‘man who climbed the
trees,” or the “ first man,” probably did not own
lad; he did not co-operate systematically with
other labourers; he did not barter the products of
hislabour ; and he was not subject to that great law
of competition, by which all modern organized
industry is governed. What Mr. George says in
the next paragraph that we “ plainly see,” is exactly
the reverse of what we do see. What we see is
that the results of modern organized labour are such
that no isolated individual labour in any quantity
could possibly produce them. We see, accordingly,
that the reward of the individual labourer, does not
come to him ¢ directly from nature,” and is not the
result of his own exertions, but the result of com-
bined exertions. That reward accordingly is deter-
mined in time, manner, and amount, by the laws of
combination. It is because the labourer co-operates
with the capitalist that he receives present main-
tenance, not because his own labour produces it ;
for ag maintenance is not contained in the product
of hig labour, it cannot be ¢ drawn” from it.

Mr. George concludes the chapter with a series of
llustrations in his most exalted rhetorical style. A
tingle specimen will suffice: * The miner who, two
thousand feet underground in the heart of the
Comstock, is digging out silver ore is, in effect . . .
thasing the whale through arctic ice-fields, plucking
tobacco leaves in Virginia,” &c., &c., &o.



BOOK II. CHAPTER III.
Derinition oF TEeRMs.

Mz. George devotes four more chapters to * induc-
tive " proof of what he has proved ¢ deductively.”
The first of these chapters is taken up with the
definition of terms.

Nothing tests the power of an abstract writer
more than definition, and Mr. George rightly com-
plains of the definitions of his predecessors. I have
had my say on this matter.* My view of it is that
the terms used in political economy are terms in
common use, and that those who define them other-
wigse than as commonly used forfeit all right to
apply the conclusions derived from reasoning on
their artificial definitions to the terms as commonly
used. I have also pointed out that no important
term can be consistently used on a single-meaning
definition. With all such terms a variety of mean-
ings, some more others less extended, are by the
natural laws of language inseparably associated, and
all who use these terms turn naturally from one

* ¢The Eoconomy of Consamption,’ Introduotory chapter.
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meaning to another as they have occasion to broaden
or narrow the subject of their discourse. If this is
done unconsciously in the course of logical argu-
ment it is easy to see what confusion must arise.®
Yet our economists, in common with many other
abstract writers, habitually define their terms in a
single sense at the beginning of their treatises, and
imagine, because they have done so, that they use
them constantly in that sense. I have given many
instances of the confusion arising from these causes
in the reasoning of our received economists; but I
have now to do with Mr. George’s definitions alone.
“Not only is it requisite,” says Mr. George, * in
economic reasoning to give to such words as ¢ wealth,’
‘capital,” ‘rent,’ * wages,’ and the like, a much more
definite sense than they have in common discourse,
but, unfortunately, even in political economy there
I8, 38 to some of these terms, no certain meaning

accepted by common consent.’

* » . . . .

“Nothing so shows the importance of language
i thought as the spectacle of even acute thinkers
basing important conclusions upon the use of the
fame word in varying senses. I shall endeavour to
avoid these dangers. It will be my effort through-
out, ag any term becomes of importance, to clearly
slate what I mean by it, and to use it in that sense,
ad in no other.”

* » » * . »

“What we have now in hand is to discover whether,

* The great formal logicians, Sir William Hamilton, John Stuart Mill,
Professor Stanley Jevons, are those who most habitually commit this fault.
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as a matter of fact, wages are drawn from capit? :
As a preliminary, let us settle what we mean
wages, and what we mean by capital.”

Mr. George says a sufficiently definite meanin(’
has been given to the former term, but the ambigui-
ties attaching to the latter require detailed examina-
tion.

““ The common meaning of the word wages is the
compensation to a hired person for manual labour.
But in political economy the word wages has a much
wider meaning,and includes all returns for exertion.”

Wages are undoubtedly the hire of labour, whether
manual or otherwise; but ‘ returns for exertion
can only be called wages by a metaphor.

Mr. George thus justifies his definition: *‘“ For,
as political economists explain, the three agents or
factors in production are land, labour, and capital,
and that part of the produce which goes to the
second of these factors is styled by them wages.”

Very likely ; and a good deal of false reasoning,
no doubt, has resulted therefrom.

“Thus the term labour includes all human exertion
in the production of wealth, and wages, being that
part of the produce which goes to labour, includes
all reward for such exertion.”

An excellent definition if the object of political
economy was to reason in vacuo ; but a very perilous
one if conclusions are to be applied to words in their
ordinary senses.

“In the standard economic works this sense of
the term wages is recognized with greater or less
clearness, only to be subsequently ignored.”
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"With regard to this remark the reader had better
take Captain Cuttle’s advice, * to make a note of it.”
Mr. George goes into a review, in which I shall
not follow him, of the various meanings given by
economists to the word capital. It is only necessary
to quote a few passages of it which bear more
-especially on his own definition.

‘¢ Land, labour and capital are the three factors of
‘production. If we remember that capital is thus a
term used in contradistinction to land and labour,
we at once see that nothing properly included under
either of these terms can be properly classed as
capital.”

But which is the residuary term? Can we define
capital independently, or are we to be reduced to
finding it “the factor of production which is not
land or labour ?” Is the division of the * factors
of production” into three a natural division, arising
from the fact that these are really all the factors of
Production, or an artificial fact created by definition P
If the former, then this fact ought not to be insisted
upon before definition, but should be derived from
it; if the latter, then the terms so created are
worthless in common use. :

“In common parlance we often speak of a man’s
knowledge, skill or industry as constituting his
-capital ; but this is evidently a metaphorical use of
language that must be eschewed in reasoning that
-aims at exactness.”

How about the man in the Comstock who was

plucking tobacco leaves in Virginia ?

“ Thus we must exclude from the category of
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capital everything that may be included either as
land or labour. Doing so, there remain only things
which are neither land nor labour, but which have
resulted from the union of these two original factors
of production. Nothing can be properly capital
that does not consist of these, that is to say, nothing
can be capital that is not wealth.”

After speaking of the errors of ‘parliaments,”
‘“ congresses,” * legislators,” and ‘‘flabby writers,
who have burdened the press” with volumes which
‘ pass as text books with the ignorant,” and saying
that ““ the best writers’’ on political economy do not-
share these errors, Mr. George points out the errors.
of these best writers.

‘ But the great defect which these definitions have-
in common is that they include what clearly cannot.
be accounted capital, if any distinction is to be
made between labourer and capitalist. For they
bring into the category of capital the food, clothing,.
&c., in the possession of the day-labourer, which he
will consume whether he works or not, as well as
the stock in the hands of the capitalist with which
he proposes to pay the labourer for his work.”

L 4 L 4 » » * ]

“If the articles of actual wealth existing at a
given time in a given community were presented in
situ to a dozen intelligent men who had never read
a line of political economy, it is doubtful if they
would differ in respect to a single item as to whether-
it should be accounted capital or not. Money which
its owner holds for use in his business or in specula--
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tion would be accounted capital; money set aside
for household or personal expenses would not,” &c.
“ Now, if after baving thus separated the wealth
that is capital from the wealth that is not capital,
we look for the distinction between the two classes,
we shall not find it to be as to the character, capa-
bilities or final destination of the things themselves,
as has been vainly attempted to draw it; and it
seems to me that we shall find it to be as to whether
they are or are not in the possession of the con-
sumer. Such articles of wealth as in themselves,
in their uses, or in their products, are yet to be
exchanged are capital ; such articles of wealth as
are in the hands of the consumer are not capital.
Hence if we define capital as wealth in course of
exchange, understanding exchange to include not
merely the passing from hand to hand, but also such
transmutations as occur when the reproductive or
transforming forces of nature are utilized for the
increase of wealth, we shall, I think, comprehend
all the things that the general idea of capital pro-
perly includes, and shut out all it does not.”
According to this definition, if a man cooks a beef-
steak for his own dinner it is not capital, because it
is ““ in the hands of the consumer,” and it is capital,
because the ¢ transforming forces of nature” are
being utilized to add to its value. It would be super-
fluous, however, to criticize Mr. George's definitions
on their merits. He is not defining terms for the
purposes of economic science generally ; he is defin-
ing them with a specific view to a definite problem
which he has undertaken to solve, and to a specific
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proposition in relation to that problem which he hae?
undertaken to prove. Thus he censures Mr. Thora~
ton for including land in the definition of capital,
relatively to labour, although this inclusion must be
made, if labour and capital are to be spoken of as
complete correlatives. Capital does two things for
labourers : it provides them with the means of sub-
sistence, which is what Mr. George chiefly concerns
himself about; and it provides them with materials
to work upon, which, until the very close of his
argument, he habitually leaves out of sight. Now
land does the second as well as produced capital, and,
therefore, cannot be left out in any complete view of
capital as the' support of labour. If, therefore, a
proposition which really consists of two terms is not
to be expressed in three, lJand must be included in
capital, when the term is used in contradistinction to
labour.

It is to be noticed farther that Mr. George’s two
definitions are framed on widely divergent principles.
He extends his definition of wages by analogy to thommss
utmost limit: he arbitrarily narrows the definitionmmm
of capital beyond the straitest literal limit. To make=
good his definition of the latter term, too, he has t—>
extend artificially the definition of exchange ; and i
& contradictory manner as already shown.

But the point of chief importance is that Mr.
George’s definitions are wholly antagonistic to the
object with which he has made them. The proposi-
tion he undertakes to prove is that wages (as defined)
are not drawn from capital (as defined). But his
object in proving this is to show that it is not because

[yevsnew L Y
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of their dependence (real or assumed) on capital that
wages tend to a minimum of “ bare subsistence.’””
But what wages tend in this way ? Not the “reward
of exertion > surely ; but the hired wages of labour
not distinguished by superior skill. If Mr. George
proves his defined proposition, then, what has he
accomplished ? Let us assume that wages, as defined
by bim, and * interest,” which he calls the remu-
reration of capital, as defined by him, are, as he
alleges, in conjunction and not in opposition ; there:
will remain another thing which, as a matter of fact
will be found in opposition to hired wages, namely,
that part of profit, or the reward of capital in the:
ordinary sense, which, according to Mr. George’s
definition is the wages of unhired labour. As wages:
and profit, in this sense, constitute (with rent) the
joint reward of labour, it is obvious that what goes
to the one cannot go to the other, and that, as regards
division, they are necessarily in opposition. What
will it serve Mr. George, then, to prove that part of
the hirer’s share of the proceeds of .industry ought
tobe called wages, and that wages in his extended
sense is not dependent on capital ? I do not say this
Proposition is easier to prove than the other; but
only that it would be useless to Mr. George even if
it were proved.

Mr. George’s definition of capital, again, is irre-
concilable even with the immediate object with which
it is framed. He wishes to exclude from the notion
of capital the property of the hired labourer; but
that property comes strictly within the terms of his

definition. Isnot money held for personal or domestic
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expenses * wealth in process of exchange?” Mr.
George says in a note it may be considered to repre-
sent commodities for consumption ; but this does not
save his consistency. Again, a spade of his own used
by a hired labourer utilizes the transforming powers
of nature for the increase of wealth. It thereforeis
capital ; or if not capital, it must, as a factor of pro-
duction, be either land or labour, and it remains for
Mr. George to say which. In like manner the mesns
of a self-employing labourer, which are the support
upon which he employs himself instead of hiring
himself out, are surely factors of production. They
are, therefore, capital, even in Mr. George’s sense,
and is not the labourer himself and his labour too
dependent on them? As Mr. George means to ex-
clude the property of the labourer, whether hiredor
freo, from the notion of capital, it is obvious that he
never uses the term in the sense in which he has
defined it. In what particular sense he does useit
¥ would be difficult to conjecture.




BOOK II. CHAPTER IV.

Tex INDUOTIVE ARGUMENT FOR THE INDEPENDENCE
OF W aAGES.

Me. Georae’s third chapter opens with that sort of
irelevant argument to which his chapters on popula-
tion have accustomed us. We are told that in all
the cases in which the labourer is his own employer
the produce of the labour is its reward. Suppose
this to be true, what does it prove as to hired labour ?
If Mr. George insists on broadening his definitions
% a8 to make them include distinct things, he proves
lothing as to one class of things contained under his
definition by asserting something as to another class
of them.

“If I take a piece of leather and work it up into
a pair of shoes, the shoes are my wages, the reward
of my exertion, surely they are not drawn from
- Capital, either my capital, or anyone else’s capital.”

This with numerous other illustrations would
lead one to suppose that Mr. George does not recog-
lizo material used in production as capital, which it
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appears later on that he does, on the assumption, I
presume, that it belongs to a hirer of labour. But
is not this assuming a distinction in kind between
hired and unhired labour ?

Mr. George next goes back to the origin of things,
and traces the growth of organization step by step
in order to show that the remuneration of labour
always has been the produce of the labourer. Oue
passage will suffice to show the cogency of his
reasoning.

“ It may take a year or seven years to builds
ship, but the creation of value of which the finished
ship will be the sum, goes on day by day and hour
by hour from the time the keel is laid, or even the
ground is cleared. Nor by the payment of wages
before the ship is completed does the master builder
lessen either his capital, or the capital of the com-
munity ; for the value of the partially completed ship
stands in place of the value paid out in wages
There is no advance of capital in the payment of
wages, for the labour of the workmen during the
week or month creates and renders to the builder
more capital than is paid back to them at the end of
the week or month, as is shown by the fact that if
the builder were at any stage of the construction
asked to sell a partially completed ship, he would
expect a profit.”

How can a man who professes to be writing &
scientific treatise so trifle with the common sense of
his readers ? Suppose Mr. George is allowed to pub
upon words any sense he pleases, what differenc®
will that make in the nature of the things he de-
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wribes? The fact remains after all Mr. George’s
verbiage that it is through the wages received from
his employer that the hired labourer procures the
means of maintenance, and that he could never pro-
Cure them by any portion of the labour he has put
into the ship ; that being so, he has to bargain with
the employer about wages just the same whether it
is asserted that he is living on the proceeds of his
own labour, or admitted that he lives on the wages
The receives for it, and which are ¢ drawn ” from the
employer’s capital, nor will he earn a halfpenny more
with the one phrase than with the other. The
<3pitalist who builds a ship either on his own ac-
<omt or to order, expends from week to week actual
<apital, and lays up prospective capital, which would
be of no possible use either to himself or the
labourers, unless he or some one else could provide
adequate capital to complete the operation. The
Unfinished ship is not saleable. Normally there is
no market for such commodities, and there would
be none at all, but for the assumption that it will be
Completed. As it stands it is not a commodity, and
1% is only imperfectly exchangeable in anticipation
of its becoming one. If the original builder has
Not capital enough to complete it, he will probably
have to part with it at a loss to another, and unless
Some one persists in sinking fresh capital in it to the
close, it will never be finished at all. If a ship-
builder’s capital is limited, while he has one ship
going on he cannot build another, and the number
of labourers he can employ depends on the amount
of capital he bas to spend, not en the number of
I
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ships he chooses to build, which would be the case if
these were his capital. So when a producer hasa
warehouse full of saleable commodities, he must sell
them before he produces another warehouseful. The
one operation he calls locking up his capital, the
other releasing it.

Mr. George’s fourth chapter is a continuation of
the third, the former being entitled * Wages nob
Drawn from Capital, but Produced by the Labourer,”
the latter *“The Maintenance of Labourers not
Drawn from Capital,” which, upon any compre-
hensive view of wages, is not a distinct proposition.
The reason for the distinction is, however, thus
given by Mr. George: * As the ploughman cannot
eat the furrow, nor a partially completed steam-
engine aid in any way in producing the clothes the
machinist wears, have I not, in the words of Jobn
Stuart Mill, ¢ forgotten that the people of a country
are maintained, and have their wants supplied, nob
by the produce of present labour, but of past?’”

L 4 * & L 4 L 4

“ So confidently is it held that the maintenance
of labour is drawn from capital that the proposition
that ¢ population regulates itself by the funds which
are to employ it, and, therefore, always increases or
diminishes with the increase or diminution of capi-
tal,” * is regarded as equally axiomatic, and is made
the basis of important reasoning.”

I cannot pass over Ricardo’s proposition without
a word of protest. It is one of a class of general-

* Ricardo’s “Principles of Political Economy,” Chspter IL
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zations bagsed on surface observation, of which
Ricardo is the great coiner, and which are the
disgrace of political economy as a science. That
upon which the growth of population really depends
is the elasticity of natural resources, not the expan-
sion of produced capital. Increased wages no doubt
tend to encourage marriages ; but there is no such
necessary and invariable dependence of the growth
of population on the increase of * capital ”’ as Ricardo
imagines. It would be more substantially true to
say that the expansion of capital is caused by the
growth of numbers, than that it is its source. Grow-
ing numbers are also a frequent cause of increased
Poverty among the working classes, showing that
they have not been preceded by a relative increase
of wages, the only way in which increased capital
would materially affect the growth of population.
Xt has been by such generalizations that Mr. George
hags been led to suppose that the theory of wealth
Propounded by Adam Smith has been harmonized
with the Malthusian theory of population, as great
A mistake as the generalizations themselves.

Mr. George continues :—

“Yet being resolved, these propositions are seen
to be not self-evident, but absurd ; for they involve
the idea that labour cannot be exerted until the
products of labour are saved, thus putting the pro-
duct before the producer.”

This idea is involved only in the defective defini-
tion of capital on which our economists usually
reason. Labour cannot be exercised without capital;

but its original and permanent capital is natural
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agents, which, as I have before said, capital, when
spoken of as the correlative of labour, must always
be assumed to include.*

" Mr. George proceeds :—

“ And being examined, they will be seen to de-
‘rive their apparent plausibility from a confusion of
thought.

“To say that a man must have his breakfast
before going to work is not to say that he cannot
go to work unless a capitalist furnishes him with a
breakfast, for his breakfast may, and in point of
fact, in any country where there is not actual
famine, will come, not from wealth set apart for the
assistance of production, but from wealth set apart
for subsistence.”

Here we see the result of the false distinctions
by which Mr. George limits the definition of capital.
John Stuart Mill, who, like Mr. George, limite
capital to wealth actually applied in support o*
industry, habitually ignores the limitation in hi:
reasoning. When he speaks of the capital of -
country, he really means the things in it applicabl_
to the support of labourers, or to the promotion —
industry.

Let us give Mr. George his own definition =
capital, and what does he prove? Nothing, of tlk
smallest interest to any one. It is only by giviry
back to capital its extended sense that he can give
a practical meaning to his conclusions. If Mr. George
will not allow us to say that a country “ where thers

* Unless when * land ” is implicitly or explicitly referred to as a distinet
element of the combination.
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18 not famine ” has a supply of capital, the produce
of labour, and that a labourer who takes his break-
fast before he goes to work is applying capital,
however procured, in support of his labour, we must
try to say these things in another way, but still we
will continue to say them, and to mean exactly what
we meant before. According to the definition I
have given, the use of a commodity as wealth does
not preclude its use as capital: the bread eaten by
a labourer is used both as wealth and as capital.

It is a curious thing that what Mr. George is

really arguing against is not the support of labour
by capital, but the support of one man by another,
or the procuring by one section of a community of
the means necessary for setting other sections to
work ; in other words, he is arguing against indus-
trial organization. Now, as already noticed, Mr.
George takes great pains in numerous illustrations
to set forth the various stages of this organization,
according to his own conception of it; but his cone
8tant object in doing so is to eliminate, after the
wethod of his master, Ricardo, organization, not
from fact, but from economical reasoning, and to
acribe the whole results of industry to individual
exertion.

“It is not necessary,” Mr., George goes on, * to
the production of things that cannot be used as
subsistence, or that cannot be immediately utilized,
that there should bave been a previous production
of the wealth required for the maintenance of the
labourers while the production is going on. It is
only necessary that there should be somewhere
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within the circle of exchange a contemporaneous
production of sufficient subsistence for the thing on
~ which the labour is bestowed.”

It is difficult to imagine the state of mind which
can induce a man to put forward such an argument
seriously in a scientific work; yet there is no doubt
Mr. George does so. It is obvious that industrial
organization can proceed a very little way without
some stock of necessaries and instruments; but sup-
pose we say it can proceed without them, all that
Mr. George gains is to substitute a simultaneous
for a continuous organization. We know that all
the great triumphs of industry are due to the con-
tinuity of its organization, and that this continuity is
never broken without disaster; but let this pass:
give Mr. George his own organization, and what
has he got ? Those who provide the necessaries
for other labourers are still the organizers and
capitalists of the entire labour. It is obvious, too,
that there cannot be a complete suppression of con-
tinuity in organization. Wealth must be produced
before it can be used. Mr. George’s consistency
may also be noted. Only as far back as the second
chapter of this book we found him defining capital
as “ wealth in course of exchange,” now we have
him telling us that if there is wealth to support in-
dustry anywhere within the circle of exchange there
need not be capital.

“Here is a luxurious'idler, who does no produc-
tive work either with head or hand, but lives, we
say, upon wealth which his father left him securely
invested in Government bonds. Does his subsis-
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tence, as a matter of fact, come from wealth accu-
mulated in the past, or from the productive labour
that is going on around him? On his table are
new-laid eggs, butter churned but a few days
before, milk which the cow gave this morning, fish
which twenty-four hours ago were swimming in the
sea, meat which the butcher boy has just brought
in time to be cooked, vegetables fresh from the
garden, and fruit from the orchard ; in short, hardly
anything that has not recently left the hands of the
productive labourer (for in this category must be
included - transporters and distributors as well as
those who are engaged in the first stages of produc-
tion), and nothing that has been produced for any
oconsiderable length of time, unless, it may be, some
bottles of old wine. What this man inherited from
his father, and on which we say he lives is not
actually wealth at all, but only the power of com-
manding wealth as others produce it, and it is
from the contemporaneous production that his sub-
Bistence is drawn.*

How long does Mr. George imagine that com-
modities have to be produced before they become
capital, and does he suppose all the production he
refers to has been conducted without the support of
Previous capital? What the man referred to in-

* ] have for a different reason noticed the extent to which wants are sup-
plied by current labour: ¢ The bulk of our material wants are supplied by
carrent labour, and,the natural destiny of men is to work as long as they
bave wants to be supplied. The more general is the effort to anticipate
wacts in the gross, the greater must be the errors in the forecast, and the
larger the share of individual disapp iatment” (*The Economy of Con.

sumption,” Part II., Byok V., Chapter [.) I am speaking of the tendency of
ordinary economic teaching to inculcate excessive accumulation, and against
the dootrine of tbe indefinite utility of capital.
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herited from his father was unquestionably a claim
in current labour arising out of contributions made
by him directly or indirectly to the capital by which
it is supported, or in some other way to the industrial
or social advantage of the present labourers.

“If we trace the circle of exchange by which
work done in the production of a great steam engine
secures to the worker bread, meat, clothes and
shelter, we shall find that though between the
labourer on the engine and the producer of the
bread, meat, &c., there may be a thousand inter-
mediate exchanges, the transaction, when reduced
to its lowest terms, really amounts to an exchange
of labour between him and them. Now the cause
which induces the expenditure of the labour on the
engine, is evidently that some one who has the power
to give what is desired by the labourer on the engine*
wants in exchange an engine, that is to say, there
exists a demand for an engine on the part of those
producing what the producers of the bread, mest,
&c., desire. It is this demand which directs the
labour of the machinist to the production of the
engine, and hence, reversely the demand of the
machinist for bread, meat, &c., really directs an
equivalent amount of labour to the production of
these things, and thus his labour, actually exerted
in the production of the engine, virtually produces
the things in which he expends his wages.”

I quote another passage which follows the enun-
ciation of a proposition we have yet to consider.

“ And so the man who is following the plough,

* To this periphrasis Mr. George has reduced a ocapitalist.
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though the crop for which be is opening the ground

B not yet sown, and after being sown, will take

months to arrive at maturity, is yet by the exer-

tion of his labour in ploughing, virtually producing
the food he eats and the wages he receives. For
though ploughing is but part of the operation of
Producing a crop, it is a part, and as necessary a
Part, as harvesting. The doing of it is a step
“towards procuring a crop, which, by the assurance
wwhich it gives of the future crop sets free from the
8tock constantly held the subsistence and wages of
tde ploughman. This is not merely theoretically
true, it is practically and literally true. At the
“time for ploughing let ploughing cease, would not
the symptoms of scarcity at once manifest them-
8clves . . . P And if this would be so, is not the
man who ploughs really producing his subsistence
and wages as much as though during the day or
Week his labour actually resulted in the things for
Which the labour is exchanged ? ”’

Mr. George has evidently one measure for *the
luxurious idler” and another for the labourer. The
former is not allowed the smallest use of metaphor
I drawing his supplies from capital. He is simply
li‘ring on the current labour of others, while the
Ploughman is allowed to consume * wealth in pro-
‘Cess of exchange ’ as the literal product of his own
industry. How long must labour be over before
this distinction is drawn between it and current
Yabour? Is it because the luxurious idler” in-
Yerited wealth from his father that he is represented

28 living on the labour of others, and if he had
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earned it himself in former years, would he, like-
the ploughman, be living on the literal fruits of his.
own industry ?

‘What is chiefly worthy of notice in these passages
is Mr. George’s reduction of * the transaction” to-
““its lowest terms,” because this operation is purely
Ricardian, and in Mr. George’s hands it shows itself
in its naked reality, as unsound reasoning and bad
economics.

The lowest terms, let it be said, of a transaction
with a thousand intermediate exchanges is a thou-
sand and two, if we are to suppose the intermediate-
exchanges bounded by an initiatory and a final
exchange. The principal of * elimination,” as it is.
called, by which processes are left out of account to
reach final results, was, if not introduced, at least
carried to perfection by Ricardo. Ithas been found
g0 convenient, and has been so universally practised,
that, among other results, economists have come by
its aid to imagine, or at all events to reason as if,
the processes of competition, to which it has been
heroically applied, are conducted without cost.

It is a fundamental principle of economy, and one-
that cannot be kept out of sight without vitiating—
all the results of our reasoning, that every exchange-
is effected at some cost, if only an expenditure of
time, to both the parties conducting it. The more —
distant and complex the exchange, of course the-
greater is the cost, The circumstance which usually
absorbs the attention of economists is that the-
exchange is immediately advantageous to both
parties, and this, assuming them to be accurately:
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informed as to their interests, it no doubtis. Upon
this circumstance a whole scheme of commercial
policy, the principal, it might be said, the only
achievement of ‘“orthodox” economy has been
bullt. The rejected circumstance is, however, far
more vitally concerned with the true or natural
principles of commercial policy than the accepted
one: for while the latter rests on immediate, the
former takes account of permanent interests.

If this principle were systematically applied, as
the other has been, it would very soon be seen that
there is often not only a wide margin, but a com-
Plete opposition between immediate, or apparent, and
real or final interest. It would be found, in particular,
that there is mnot, as our economists imagine, a
universal principle of commercial policy applicable
to every variety of circumstances, and to every
stage of commercial development. A country, for
¢xample, which has its industry to organize has a
very different interest in relation to commerce from
country whose industry is fully organized. If a
Comntry in the former condition imposes taxes on
bome of the products of the latter in order to
Supply itself with higher-priced products of its
own, it is supposed by our economists to commit an
extreme folly, as if the natural cost of producing a
tommodity at home were not less than that of bring-
ing it from abroad, and as if it were unjustifiable to
incur any expense in organizing a home industry up
fo the degree of development necessary to enable it
to stand the competition of an already organized
foreign industry. The student of history reads
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with interest that at a particular time a certain
monarch or statesman fostered a particular industry
in a given country, that Queen Philippa, for
example, the wife of Edward III., transported the
manufacture of woollen cloth from Flanders to
England. All this according to our advanced
.economists is an exhibition of economic ignorance.
If Flanders in the days of Queen Philippa could
spin wool and weave cloth better than Kngland,
Englishmen should have contented themselves with
breeding sheep and exporting wool in return for
woollen cloth. This particular act of folly has, I
believe, proved remarkably advantageous to England,
as it will be still more advantageous to America to
manufacture her own iron and cotton goods instead
of importing them from us in exchange for raw
material.

The fundamental principle of commerce I have
deduced from the suppressed condition to which I
have referred is that the minimum of commerce
coincides with the maximum of commercial advan-
tage, that is to say that all superfluous exchanges
are injurious, and therefore all avoidable exchanges
should be avoided. This principle applies with
accelerated force to foreign exchanges, and what-
ever contributes best to its application is the true
commercial policy for that time and place : what-
ever takes away a necessity for foreign exchange
where one exists, or reduces a necessity that cannot
be removed is sound commercial policy.

If a man makes hats, or prints calicoes in Glasgow »
and sells them to a wholesale dealer in London, wvho
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re-gells them to a retailer in the same town and
street as the maker; or if we get cotton from
Egypt or America, weave it into cloth, send it to
India, and with its produce pay for the material and
purchase bread in America, this ¢n the small scale
8 reckoned a curiosity, on the large one a marvel
f commerce. In reality it is an enormously round
ibout and expensive way of getting supplies. When it
8 resorted to on a large scale it only proves that popu-
lation has been planted where it cannot be economi-
sally provided for. All such commerce is either
accidental, or temporary, in its nature. When it is
on a large scale it is necessarily a source of danger
to both of the parties engagedinit: for it lasts only
till one of the parties can by better organization or
improved exchanges escape from it. Thus if by
mutual free trade England could double her manu-
facturing and America her agricultural population,
both would be placed in a position of extreme peril.
England might find supplies elsewhere, to the ruin
of American agriculture, and what is much more
likely, America would sooner or later insist in
organizing manufactures for herself, and leaving
England in the lurch. When she succeeded in
doing so, she would save her agricultural popula-
tion the expenses and risks of foreign commerce.
That all such commerce is temporary is obvious
from the very nature of exchange. There can never
'be a quantitative gain on both sides of an exchange.
one gains in quantity of subsistence, or to speak
1O7re generally, of labour, the other loses. The
Oxmal gain of exchange is variety, and when
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foreign commerce is used mainly for this end, its
extent is a fair test of industrial prosperity ; when
it is used largely for subsistence, its increase is a
test of the growth of abnormal population. 1t is
thus a dangerous facility to be able to procure sup-
plies of food cheaper than they can be produced at
home, and such supplies are always naturally dearer
than if those who use them removed their industry
to where they are produced.

Mr. George's conclusion from the preceding
passages is contained in the proposition, to which
I have already referred,

“ The demand for consumption determines the
direction in which labour will be expended in pro-
duction.”

Mr. George’s labour has resulted like the pro-
verbial travail of the mountains. This harmless
truism would be received without hesitation by the
stiffest of Mr. George’s ‘ orthodox” opponents.
What Ricardo and John Stuart Mill say is that de-
mand determines the direction of industry, but that
capital assigns its limits. Here Iam more unortho-
dox than Mr. George himself, for I assert that,
within the limits of available natural agents, demand
determines both the quantity and the direction of
industry. In assuming demand to be inexhaustible,
the authors of the contrary theory confound de-
mand with want, forgetting that it is what econo-
mists call ¢ effective’”” demand, that is demand
backed by adequate purchasing power that alone
determines production. Thus John Stuart Mill
says that if there is no other demand for their
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labour, the labourers can produce things for them-
selves, But it is obvious that in an organized
system the demand of labourers for commodities
camnot constitute an effective demand for their
labour, because besides the share of produce that
the labourers can take there must be enough to pay
the organizers of industry for capital and land.
Thus the whole demand of labourers under such a
gystem must be satisfied by the labour of a limited
proportion of their number, and no labourer what-
ever can provide a demand for his own labour. .
Capital, while it works designedly for effective
demand only, is always ready to take up every
effective demand. I have already shown that it is
adequate. But capital is from the nature of organi-
ztion compelled to work for anticipated demand,
ad its anticipations are always more or less in-
dccurate. Hence those fluctuations which our
«onomists attribute to deficiency of capital.



BOOK IL. CHAPTER V.

Tree FuncrioNs oF CAPITAL.

In the fifth and last chapter of this book Mr
George discusses the real functions of capital, and
here, for the first time, he seems to recognize thst
capital is of any use to industry at all. He
enumerates several uses commonly recognized, then
he says : * Capital does not supply the materials
which labour works up into wealth, as is errone
ously taught ; the materials of wealth are supplied
by nature. But such materials partially worked up
and in course of exchange are capital.” He might
as well have said, *“ Labour does not supply the ex
ertions by which natural materials are wrought into
capital, as is erroneously taught, these exertions ar
supplied by men, but these exertions while incon-
plete are labour.”

A ship partially built is in * process of exchange”
according to Mr. George’s definition, which includes
production in exchange, and here he seems to s
that capital is made exclusively of such partially
produced commodities, which are not exchangeable
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in the ordinary sense, and therefore cannot minister

toproduction ; but this is not consistent with what

be says even in this chapter about the uses of
capital, _
“Capital,” he proceeds, * does not limit industry,

“.is erroneously taught, the only limit to industry

g the access to natural material. But capital
sy limit the form of industry, and the productive-
Desg of industry by limiting the use of tools and the

Vision of labour.”

Here he is using the very expression to which he
Objects in the previous paragraph. If capital does
Dot gupply tools, how can it limit the use of them ?

ut the truth is that capital does contribute to the
8upply of the very things of which it consists. We
Use tools to make tools, and burn coal to procure
Mmore coal, and s0 we might go on, after the manner
Of Mr. George, through a dozen more instances.
. Mr. George repeatedly denies that capital limits
Ingqustry, but he does not appear to have appre-
©unded the meaning of the proposition he contro-
Verts, accordingly his arguments against it are
™ Athout validity, and in this passage he explains
& Wway nearly all that is substantial in the counter
Pa~oposition. An orthodox economist would have
X ttle difficulty in accepting his qualified denial
%% hich seems to imply no more than that if you
. X@\ve an empty field you can set labourers to work
Rwn jf. It will subsequently be seen that this pro-
B>«sition has some significance in Mr. George’s
B ¥stem, but it is of little value for the present

B wrpose.

K
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Mr. George says the proposition that labour is
limited by capital is rendered absurd by the circam-
stance that labour produces capital. But although
the doctrine of the economists is false, it is not, as
he assumes, self-contradictory, and his argument,
in fact, does not touch it. Labour, it is true, pro-
duces capital, but the products of labour are rapidly
consumed, and what economists allege is that bub
for the exertion of a voluutary restraint, which they
call parsimony, or saving, they would be consumed
go rapidly as to stint labour of support. I have
shown that in an organized industry labour is not
dependent upon voluntary parsimony, but upon am
accumulation expressly designed for its support and
motived by its own profits, and that, so far frome
being inadequate, this accumulation, in every stage®
of industrial progress, tends to excess, thch is only
checked by failure of profit.

Mr. George, although he theoretically concedes
nearly all that our economists demand, comes much
nearer the truth in lookiug at the practical aspect
of the question. The following qualification of his
admissions is very much in the style of John Stuart
Mill.

“ To say that capltal may limit the form and pro-
ductiveness of industry is a very different thing
from saying that capital does. For the cases in
which it can be truly said that the form or the
productiveness of the industry of a community i8
limited by its capital will, I think, appear upon
examination to be more theoretical than real.”

In supporting this proposition Mr. George takes
a tolerably just view of the elasticity of capital.
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The correlative proposition that the utility of
apital is limited he also accurately grasps, but he
mdeavours to prove it (more suo) by an inapt
lustration.

“As no matter how much water is poured in,
there can never be in a bucket more than a bucketful,
80 no greater amount of wealth will be used as
capital than is required by the machinery of pro-
duction and exchange that under all the existing
conditions, intelligence, habit, security, density of
population, &c., best suit the people. And I am
inclined to think that as a general rule this amount
will be had—that the social organism secretes, as-it
were, the necessary amount of capital, just as the
buman organism in a healthy condition secretes the
requisite fuel.”

This is pretty good guessing, but a bucket is an
inelastic vessel, and water a nearly incompressible
fluid. Industry is highly elastic and capital very
compressible. The two doctrines upon which, in
opposition to the dogmas of our economists, Mr.
George has hit, however, namely that capital will
always be found where there is a plausible demand
for it, and that it can never be permanently retained
in active relation to industry in larger quantity than
there is a real demand for it, are the two funda-
mental doctrines of a true theory of capital.®

*For a full exposition and defence of them I may refer to * The
Eoonomy of Consumption,” Part I, Book I., Chapter IL
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¢ Laws oF DistriBuTioN.” THE SUBJEOT GENERALLY
REVIEWED.

Mz. Groree’s third book is entitled ‘“ The Laws
of Distribution.”

He assumes it to be proved in the preceding
books that the decline of wages is not due to in-
adequacy of capital, nor to the encroachment of
population on natural resources; consequently he
is constrained to look for it in the ‘“laws of dis-
tribution.” In the first chapter he states that it is
necessary “ to review in its main branches the whole
subject of the distribution of wealth.”

This is a promising inquiry. Let us see how it is
conducted.

The first important statement in the review is
this : “ As a matter of fact a portion of the wealth
produced is constantly going to capital which is
constantly consumed and constantly replaced. But
it is not necessary to take this into account, as it is
eliminated by considering capital as continuous,
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which, in speaking or thinking of it we continually
do.’, .
This is a splendid example of the method of
elimination, and a hopeful beginning of what may
be considered as a judicial investigation.
‘Who is it that absorbs the wealth that, if there
18 mno scarcity of material, ought to reward the
industry of the labourer ? This is the question to
be answered. Mr. George has hitherto laboured to
show that organization does not complicate the
question, that, in spite of all exchanges of labour or
produce, the reward of the labourer is simply the
produce of his labour. But somehow this con-
clusion has proved abortive. The labourer does
not get the produce of his labour, and it is mani-
fest that the class of labourers, that is, hired
labourers, whom Mr. George, although he has
defined them away as a separate class, still has
really in his eye, get, as a whole, much less than
the value of the product of their labour. We are,
therefore, still left inquiring where does the rest go
to? Now, we know that there are three cone
tributors to productive industry, the owner of land,
or the natural agents of production; the owner of
capital, or the prepared materials for the promotion
of production ; and the labourer himself, the actual
producer. If anybody steals the labourer’s share,
then, it is evident that the question, who is the
culprit P is narrowed to a single alternative. We
mugt gonvict either the landlord or the capitalist.
Mr, George is already convinced in his own mind
that there is a thief; he has also made up his mind
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who the thief is, and he begins his inquiry A -
passionately by trying the innocent man. The tx—
thus inaugurated begins with a view to a spee=
acquittal. The two suspects occupy in relatior
the subject of inquiry very different positions. "H_
landlord contributes to production land, and all
receives back is his share of the produce of 4
land ; the labourer contributes labour, and all
receives is the share of the produce assigned
labour. But the capitalist contributes matemm
which is worn or consumed, and besides his sh
of the increase, or profit of production, he g==
compensation for the material used in it. Besidill
it is the capitalist who manages the whole affe=
and who distributes the gross proceeds into the fc—
divisions, one of which is due to the landlord, ——
to the labourer, and two to himself. Mr. Geor——
begins his inquiry by saying virtually it is qu-
evident the whole of this process has nothing

do with the case, and we may as well eliminate
from the investigation.”

In this elimination two questions are involve =
both of which are judged out of the inquiry. iy _
replacement of capital is a costly process, am—
perbaps it might be found, if due consideratic—
were given to it, that there is no delinquency to k=
accounted for. Moreover, it is an uncertain proces =
and affords great opportunities to whomsoever
entrusted with it to serve his own interests; =
that if there is a delinquent to be looked for, thee=
opportunities are precisely what any investigates
with the intelligence of an ordinary detective wou
look most sharply into. But Mr. George is abo==



“ LAWS OF DISTRIBUTION. 135

fbﬂt order of intelligence. If he were an advocate
Ingtead of a judge, and were defending a man
8ccused of burglary, he would say to the jury,
““ Gentlemen, it has been clearly proved that m
) yp y
Client was out all the night on which this burglary
Was committed, and no witness for the defence
Eknows what he was doing, it is clear, therefore,
that he could not have been engaged in the
burglary.”

The replacement of capital, it is to be noted, is
1ot a literal replacement. The things used or con-
8umed are never restored; but a compensation is
given for them, that compensation is a valued one,
and the capitalist himself is the valuator: for it is
the capitalist who determines what part of his
gross profit he shall expend as his own earnings,
and what part he shall restore to industry as fresh
Capital.

Mr. George is himself aware that there is no
I echanical law for this replacement. What is re-
> Laced is not the exact equivalent either in kind or
B&wnount of the capital consumed. It is, as Mr.
(}eorge has rightly stated, more or less according to

e growing or declining demands of industry, not
©Oauly as a whole, but in all its various branches.

Mr. George is highly amusing, as well as edifying,
When he says that * we,” that is economists,

abitually speak and think of capital as continuous.

have brought a similar charge against our econo-
Tmigts, but, although I believe it to be just, I ex-
Pected it to be indignantly repudiated; Mr. George
Speaks of it as a habit natural and proper to the
Process of economical reasoning.
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Such apparent oversights as Mr. George here
commits in ignoring his own view of the elasticity
of capital we shall find to be habitual to his reason-
ing, especially when he is in the act of framing
generalizations. It mustnot be supposed that these
inconsequences always result from actual oversight.
In some cases they appear to do so; in others they
are evidently designed. In the framing of his
generalizations Mr. George is faithful to the method
of his master, Ricardo. He often states correctly
circumstances of the greatest moment of which he
intends to take no account in them.

To do Mr. George justice, he does not intend to
leave profit altogether out of account in his investi-
gation, although we shall find him again eliminating,
apparently inadvertently, a large slice of it; but in
refusing to look into the process of replacement of
capital, which is, in fact, the process of the separa-
tion and determination of the amount of profit, he
precludes any inquiry into the real nature of profit,
and he intends to give a highly artifical explanation
of it, derived solely from his own imagination, and
which the slightest reference to experience will
show to be as fictitious as his theory that wages are
the direct produce of the labour performed in return
for them.

Mr. George farther proposes to eliminate, but only
temporarily, the effects of taxation and of monopoly.
The elimination, however, appears to be perpetual.®

# ] mean they do not come within his system of dootrines. He notices
taxation when dealing with ¢ the remedy.’ I have referred to his treatment
of it in Book VI, wherein it will be seen how readily he accepts received
doctrines when they happen to harmonize with his preconceived theories.
How he deals with monopoly will presently be seen.
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Then he says: ©“ We must discover these laws of
distribution for ourselves, at least two out of the
three'” .

This sentence standing, as it does, without ex-
Planation has an odd effect, making it seem as if the
laws which we are in search of were already dis-
covered. Subsequently, however, it appears that
Mr. George has assumed that because there is a
tripartite division there must be three laws. As he
has already eliminated the share of capital, no law is
assigned to 1t, unless, in contradiction of Mr.
George’s own facts, continuity is supposed to be its
law.

“In all politico-economic works we are told,” he
says, “ that the three factors in production are
land, labour and capital, and that the whole pro-
duce js primarily distributed into three correspond-
ing parts. Three terms, therefore, are needed, each
of which shall clearly express one of these parts to
the exclusion of the others. Rent, as defined,*
clearly enough expresses the first of these parts,
that which goes to the owners of land; wages, a8
defined, clearly enough expresses the second, that
which constitutes the return to labour ; but as to the
third term, that which should express the return to
-capital, there is in the standard books a most
puzzling ambiguity and confusion.”

Mr. George has thus already narrowed the pro-
blem of what he calls * the laws of distribution” to

.a single issue. By distribution it appears that he
means simply the distribution of wealth. But the

® He refers here to the received definitions of these terms.



138 HENRY GEORGE.

problem of the distribution of wealth is not a simple—
nor an elementary one; it is preceded by the pro-
blems of the distribution of labour, and of the dis-
tribution of the proceeds of labour to the consumer—
as a part of the process of constituting the wealth ofS
the producers. All this Mr. George eliminates with—
out acknowledgment, and apparently without con—
sciousness ; yet it is precisely here, and nowhere=
else, as we shall find, that the solution of thes
problem Mr. George has propounded, of the poverty"
of the labourer’s reward, is to be found.

“Of words in commoun use,” says Mr. George,
‘“ that which comes nearest to exclusively expressing~
the idea of return for the use of capital is interest,
which, as commonly used, implies the return for the
use of capital, exclusive of any labour in its use or
management, and exclusive of any risk, except such
as may be involved in the security. The word
profits, as commonly used, is almost synonymous
with revenue; it means a gain, an amount received
in excess of an amount expended, and frequently in-
cludes receipts that are properly renmt, while it
nearly always includes receipts which are properly
wages, as well as compensations for the risk peculiar
to the various uses of capital. Unless extreme vio-
lence is done to the meaning of the word, it cannot,
therefore, be used in political economy to signify
that share of the produce which goes to capital, in
contradistinction to those parts which go to labour
and to landowners.”

¢ Neither in its common meaning, nor in the
meaning expressly assigned to it in the currents
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political economy, can profits have any place in the
discussion of the distribution of wealth between the
three factors of production,”

4 ] ] * ] *

“Yet this, to the utter bewilderment of the
reader, is what is done in all the standard works.”

“The difficulty from which this confusion has
sprung is in the pre-accepted theory of wages. For
reasons which I have before assigned, it has seemed
to them a self-evident truth that the wages of cer-
tain classes of labourers depended upon the ratio
between capital and the number of labourers. But
there are certain kinds of reward for exertion to
which this theory evidently will not apply, so the
term wages has in use been contracted to include
only wages in the narrow, common, sense . . . all
wages which will not fall under the pre-accepted law
of wages being vaguely grouped under profits, as
Wwages of superintendence.

“The current political economy fails to give any
tlear and consistent account of the distribution of
wealth. The law of rent is clearly stated, but it
stands unrelated. The rest is a confused and in-
toherent jumble.”

“The laws of distribution of wealth are obviously
laws of proportion, and must be so related to each
dther that any two being given the third may be
tferred.”

“But between the laws of the distribution of
Wealth, as laid down in the standard works, there is
10 such relation.
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“Wages are determined by the ratio between thmmme
amount of capital devoted to the payment and sut—>o-
sistence of labour and thé number of labourers seel=mx-
ing employment.”

‘“ Rent is determined by the margin of cultivea-
tion.”

¢ Interest is determined by the equation betweem n
the demands of borrowers and the supply of capit ==l
offered by lenders.”

“ Let us then seek the true laws of the distribws -
tion of the produce of labour into wages, rent ar—md
interest. The proof that we have found them w =1l
be their correlation—that they meet, and relate, arad
mutually bound each other.”

Mr. George means here, as he subsequently e —==-
plains, that if the laws are found separately, and a- @
then found to correlate, it will show that what h ==»8
been discovered is the true laws. This may be = <=
provided the laws are deduced from the actm =
facts; but it is surely possible for three correlati ~&
laws to be deduced from one fiction prepared by t M=
previous correlation of them. Already we have z=s=
ominous premonition of farther elimination.
have heard something about a remuneration £ «&—
risk, which is not profit. Is it rent, or can it be ¥ ™
cluded in the enlarged definition of labour, or is E
to be left out of account altogether? The iz
portance of this element will subsequently appear —

* Capital,” Mr. George continues, “is not
necessary factor of production. Labour exert«==—
upon land can produce wealth without the aid «&—
capital, and in the necessary genesis of things mus &=
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8o produce wealth before capital can exist. There-
fore the law of rent and the law of wages must
correlate each other and form a perfect whole with-
out reference to the law of capital . . . and as
capital is but a sub-division of the general term
labour, its law must be subordinate too, and inde-
pendently correlate with the law of wages, so as to
fit the cases in which the whole produce is divided
between labour and capital, without any deduction
for rent.”

To the first of Mr. George’s inferences here I do
not object ; but the statement on which it is founded
oot accurate. It is true that wealth and capital
are the products of land and labour ; but it does not
follow that these products become wealth before
they become capital. The contrary, if not always,
isat least sometimes the case. If a branch of a tree
is taken for a plough, it is capital before it is wealth,
and becomes wealth only in virtue of being capital.
S with all instruments, the cause of their being
wealth is solely their being capital. It is true,
lowever, that capital does not exercise a dis-
tinct control over industry until its management
is separated from the management of land, and not
till then does it acquire a distinct remuneration.
Mr. George’s second inference is unfounded. Ac-
cording to his own definition capital is the product
of land and labour, why then should it become a
sub-division of labour only? In point of fact we
shall find that as land and capital have originally
only one remuneration, so the law of their remunera-
tion remains one after they have been separated.
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They are as I have already said the two factos
which in a combined form subtend and correlste
with labour. Either of them apart can correlats
with labour ; but they can form no operative con-
bination without it.

In lieu of farther comment on Mr. George’s defini-
tions, I shall quote from * The Economy of Con-
sumption,” Part 1., Book IV., Chapter IIL., the
definitions I have given of the same terms.

‘ Profit as a distinctive element of cost of produc-
tion is usually regarded as the remuneration of
capital. When the capitalist first comes to be.dis
tinguished from the landowner, profit is his re-
muneration, as rent is that of the owner. It soon
appears, however, that profit is not a simple element,
but that it represents a variety of constituents of
production. A gross profit, in fact, represents
nearly everything except the price of purchased
material and hired labour, and even contains a con-
siderable element of both of these, all, namely, that
is not applied specifically to the particular product,
but is provided generally for the systematic promo-
tion of a series of similar enterprises. This arises,
as already noticed, from the peculiar position of the
direct earner of profit, who is responsible for the
replacement of all the resources of production requir-
ing to be replaced, and for the division of its pro-
ceeds among the various contributories who have
to be rewarded. Even when purged from these
extraneous ingredients, profit in the concrete stil
contains three distinct elements. There is the ele-
ment of skilled labour exercised by the conductor of
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the entérprise in which the profit is earned. There
IS the remuneration of capital, which is separable
from profit, and which in its separate form is called
iraterest. Lastly there is a third element which is
tIn e reward of risk, and may properly be called the
Fe muneration of adventure. It is not very easy to
smow that adventure has a distinct remuneration,
b e=cause it is so seldom separated from the other ele-
e ents of profit; but it may be observed that the
W zmrious elements enter into concrete profits in very
A nfferent proportions. Sometimes the adventurer
k» ©orrows the whole of his capital ; sometimes he has
= early the whole work of superintendence done for
Em 3m by hired labourers ; and it is conceivable that
X= @€ might borrow the whole of these adjuncts, and
3 et, as taking the risk of the adventure, be entitled
&« distribute the proceeds, and to claim any surplus
-==m.8 his own. This shows that risk has at least a
& Theoretical claim to profit,and that it remains when
==.1l the other elements are abstracted, so that it is
~& Theoretically the distinctive element of profit.”

This distinctive element Mr. George subsequently
©lininates altogether, on the assumption, analogous
®othat which he makes with regard to capital, that
““insurance,” as he erroneously terms it, is simply
Lhe replacement of loss, yet we shall also find that
he himself subsequently makes it, under the more
Accurate designation of ‘“speculative gain,” one of
the largest elements of profit.

In addition to risk, it may be observed, there is
Attached to the earning of adventure, or speculation,
the condition of initiation. It can be separated
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from the ownership, but not from the use of ca
Profit, though not, in the narrowest sense, dis
tively the remuneration of capital, is a remuner
attached to capital, and not a remuneration atte
to labour.

As Mr. Geeorge regards the whole of capital
form of labour, his separation of the rewa:
capital from the wages of superintendence is p
arbitrary. He might, as far as his principle is
cerned, have united them both to wages, or
them together as he found them. It may als
observed that Mr. George’s distribution is one
is not and cannot be effected in real life. Int
is sometimes partially separated from the proi
adventure, but the wages of unhired superi
dence remains an integral part of profit.*
deductions Mr. George may draw from his ¢
fication, therefore, will not apply to wage
actually distinguished, and as alone capable of |
observed. They will not apply to the wag
which he has observed a tendency to a mini
capable of yielding only a bare subsistence.

* It is quite possible for an employer to allow himself a salary for
intending, but this is only an arbitrary distinction, based on what h:

have paid for hired assistance: he cannot estimate the share of pr
to personal interest in what he superintends.
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Tue Law oF RENT.

Iv the second chapter Mr. George deals with rent
81d the law of rent.

“The term rent in its economic sense, that is,
When yged as I am using it, to distinguish that part
of the produce which accrues to the owners of land
OF other natural capabilities by virtue of their
O¥nership, differs in meaning from the word rent
8 commonly used.”

It is true that Ricardo and his followers use the
¥ord rent in a sense different from the common
ote, and it follows therefrom that their conclusions
do yot apply to rent in the common sense. Unless,
therefore, rent, in the sense in which it is used by
Ricardo and by Mr. George, can be distinguished
Dot g8 a theoretical abstraction, but as a concrete

thing, no practical conclusions can be drawn from
their reasoning. No better authority can be cited for
this inference than Mr. George himself. * Nothing,”

be has told us in his second chapter, “ so shows the
' L
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importance of language in thought as the spectacle
of even acute thinkers basing important conclusions
upon the use of the same word in varying senses.”

From the brevity of Ricardo’s reasoning, and the
inadequacy of his distinctions, it is not possible to
determine whether or not he was fully aware of the
abstract nature of his terms. Sometimes ho
appears at least to realize the great distinction
between his use of terms and their common signi-
fications ; sometimes, again, he seems to think tha
the things he calls rent, profit, and wages are dis-
tinguishable as concrete realities. In particular he
reasons on the taxation of rent, as if rent, in his
sense, could be distinguished. John Stuart Mil,
who makes the same assumption, has himself, in
virtue of that logical inconsistency that habitually
distinguishes him, said that the remuneration of
capital sunk in permanent improvements cannot be
distinguished from rent in the Ricardian sense.*

As it is not my purpose here to go into an expo-
sition of the true theory of rent, I shall refrain from
pointing out the errors in Mr. George's definition,
which are many and vital.

Mr. George says, “The ‘accepted law of rent,
which John Stuart Mill denominates the pons
astnorum of political economy, is sometimes styled
Ricardo’s law of rent, from the fact that, although
not the first to announce it, he first brought it
prominently into notice. It is

® Ricardo, followed by Mill, makes one law for rent, and another, snd &
very different one for profit; yet we find that capital sunk in land earnsé

an indistinguishable share of rent, and affects it exactly as a highss™
natural quality would do in relation to other land.
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¢ The rent of land is determined by the excess of
its produce over that which the same application
can secure from the least productive land in use.”

‘¢ This law, which, of course, applies to land used
for other purposes than agriculture, and to all
natural agencies, such as mines, fisheries, &c., has
been exhaustively explained and illustrated by all
the leading economists since Ricardo, but its mere
statement has all the force of a self-evident proposi-
tion.”

Mr. George proceeds to give a long and not very
cogent or relevant argument in support of the self-
evidence of the proposition. In view of what is to
follow in a subsequent book his unqualified ac-
ceptance of it should be carefully noted by the
reader.

That which is distinctively attributed, I believe
justly, to Ricardo in the theory of rent is the in-
ference which he drew from the principle stated in

the above proposition, and which is known as the
theory of elimination, namely, that rent is not an
eloment of value, or eost of production.

This elimination, as I have shown elsewhere,®
does not follow from the proposition itself, and it
has been objected to by authorities who accepted
that proposition. As to the proposition given by
Mr. George, an exhaustive discussion of it would
ivolve an examination of the whole theory of rent,
for which it is unnecessary to pause here, as the
truth or falsehood of the proposition will be found
to be irrelevant to Mr. (George’s conclusions. I

$ “The Koonomy of Consumption” Part L, Book IV., Chapter L
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shall, therefore, only repeat here ome criticism I
have formerly ma de upon it.

Ricardo does not say * the least productive land
in use,” but “the land last entered on.” He
assumes that the land last entered on has a uniform
value, and that production on it pays the ordinary
profit without rent. Both assumptions are false. But
this is the standard which Ricardo and those who
agree with him, have assigned in determining rent,
and not merely “the least productive land in use;”
for as I have formerly pointed out, land is actually
cultivated not only without rent, but also without
profit, and therefore may be said to yield a negative
rent. But without these two assumptions this
theory could never have arisen, for there is neither
a standard value of land, nor a standard rate of
profit left to measure rent by. Ricardo’s theory of
rent stands or falls with his theory of profit. Both
will subsequently be examined. (See Book V.,
Chapters III. and IV.)

“This then,” Mr. George continues, *is the
theory of rent. Although many standard treatises
follow too much the example of Ricardo, who seems
to view it merely in relation to agriculture, and i
several places speaks of manufactures yielding no
rent (when, in truth, manufactures and exchanger
yield the highest rents, as is evinced by the greater
value of land in manufacturing and commercia®
cities), thus hiding the full importance of the laws,
yet ever since the time of Ricardo the law itself has
been clearly apprehended and fully recognized. But
not so its corollaries. Plain as they are, the ac-
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cepted doctrine of wages (backed and fortified not
only, as has been hitherto explained, but by con-
siderations whose enormous weight will be seen
when the logical conclusion towards which we are
tending is reached) has hitherto prevented their re-
cognition. Yet is it not as plain as the simplest
geometrical demonstration that the corollary of the
law of rent is the law of wages where the division
of the produce is simply between rent and wages;
or the law of wages and interest taken together,
where the division is into rent, wages and in-
terest.”

» & * L * *

“Wages and interest do not depend upon the
produce of labour and capital ; but upon what is
left after rent is taken out; or, upon the produce
Wwhich they could obtain without paying rent, that
i3, from the poorest land in use, and hence, no
matter what is the increase in productive power, if
the increase in rent keeps pace with it, neither
Wages nor interest can increase.”

* L 4 & L ] *

“ All this is exemplified in actual fact.”

In the fifth chapter of last book I showed how
Mr. George insists on an apparently barren proposi-
tion in contending against the limitation of labour
by capital on the ground that labour-can be con-
+ ducted without it. We now see the significance of
this agsertion, as Mr. George makes the standard of
wages as well as of “interest,” what can be pro-
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duced by their earners respectively on “ the poo
land in use.” We shall have occasion again to r
to this proposition when we come to the cha
establishing the separate law of wages.

It is to be noted that Ricardo’s theory of r
although I shall have occasion subsequently to s
that Ricardo does not consistently adhere to
makes rent the surplus of produce above
ordinary rate of profit and the ordinary rate
wages, 80 that it is not rent that determines
rates of profit and wages, but the rates of profit
wages that determine rent.

It will also be noted that Mr. George has at
discovered some land of which the fertility is
inexhaustible. It will be found that in his
sequent reasonings he makes great progress in
discovery. Inexhaustibility, in fact, would ap
only to belong to rent-paying land, after it
ceased to pay rent, that is to say, all the i
haustible land at present pays rent based on
productiveness of the exhaustible, and rent,
cordingly exhausts it.



BOOK III. CHAPTER IIL

¢ INTEREST.”

Mz GeorcE entitles his next chapter, * Of interest
and the cause of interest.” I have put the abbre-
viated title I have given this chapter in inverted
commas to spare a preliminary analysis of the term,
8 it may already have become apparent that it is
very unlikely to retain its ordinary meaning under
Mr. George’s handling. It may be premised that
interest in the ordinary sense is a part, and not
altogether a simple one of profit ; but being only a
Part of the threefold, concrete division of the pro-
%eds of industry, its economical position is subor-
linate to, and not independent, as Mr. George would
ave it, of that of profit. I may also say here that
he true nature of all concrete distinctions, which
re the realities with which economics have to do, 18
Ot that they are pure elements, but that some
lement predominates in them : thus interest may
@ defined as that section of gross profit in which
he element of remuneration for capital pre-
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dominates, as net profit, which may or may not
include interest, is that part in which the pre-
dominating element is the remuneration of adven-
ture.* When a man risks his own capital on an
adventure, what he earns is profit, not interest;
wheu he risks the capital of another, what he earns,
after deducting the interest he pays, is still profit,
and relatively to interest, net profit ; when he lends
capital to another to risk, what he earns is interest
not profit, although there is an element of profit in
it, in the compensation he receives for the risk he
runs.

Mr. George begins : ¢ Having made sure of the
law of rent, we have obtained as its necessary
corollary, the law of wages, where the division is
between rent and wages; aud the law of wages and
interest taken together, where the division is be-
tween the three factors.”

“ But without reference to this doctrine let us
seek each of these laws separately and indepen-
dently. If, when obtained in this way, we find
they correlate, our conclusions will have the highest
certainty.”

We are now approaching one of the purest and
most original efforts of Mr. George's genius as an
economical reasoner, and the result will be found in
the highest degree interesting and instructive, both
as a specific psychological study, and as a type of
intellectual development. For although one in-
dividual never eutirely resembles another, there is

* I do not mean the element largest in quantity, but the governing or
determining element, 1 T &
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no individual entirely isolated. Mr. George is a
type of a numerous class of economic reasoners ;
but he has the fortunate advantage to possess as
his peculiar, individual idiosyncracy, a remarkable
degree of candour, lucidity of expression, and un-
conscious power of self-interpretation. Even the
satisfaction with which he regards the perfectly
scientiic character of his own reasoning shines
forth in the very style of his illustrative arguments.

With apologies for interrupting him at this
critical moment, I let Mr. George continue :

“And inasmuch as the discovery of the law of
Wages is the ultimate purpose of our inquiry, let us
take up first the subject of ©interest.’

“ Interest as an abstract term in the distribution
of wealth* differs from the meaning of the term as
®mmonly used in this that it includes all returns
for the use of capital, and not merely those that
Pass from borrower to lender, and that it excludes

“%mpensation for risk, which forms so great a part
of what is commonly called interest. Compensation
for rigk is evidently only an equalization of return

tween different employments of capital. What
Weo want to find is, what fixes the general rate of
nterest proper ? The different rates of compensa-
tion for risk added to this will give the current

‘Tates of commercial interest.”’+
Here we have compensation for risk eliminated

. If interest is an abstract term in the distribution of wealth, must not
I8 correlatives rent and wages be 80 also, and when we have attained the
W of wages, the ultimate purpose of our inquiry, what will we have found
but the Jaw of an abstract term P
t Burely he onght to say commercial profit.
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from the distribution of wealth, on the same plea a-
the share of the produce of industry that goes tc
capital is eliminated from the distribution of ther
gross proceeds, that it is a mere balancing or com-
pensatory element. If it is excluded from interest,
the choice, in fact, lies between this conclusion and
making compensation for risk a part of rent or
wages : yet Mr. George himself subsequently in-
sists that this compensation constitutes a very large
share of profit in the concrete.

If there is risk, as there unquestionably is, in
every employment of capital, the remuneration of
risk cannot be a mere equalization of different kinds
of employment, but must be a positive element of
the remuneration of all; nor is this remuneration
to be regarded as a mere return to the aggregate
number of those who have incurred risk of the
aggregate amount of their losses, but a positive
gain to the aggregate incurrers upon all the losses
incurred by particular members of their body.
Those who are liable to risk when they escape loss
‘pocket a specific profit in consideration of the risk
they have rum, and this profit is in the aggregate
more than equal to all the losses incurred. This is
substantially asserted by Mr. George himself when
he comes to speak of speculative profits.

Mr. George goes on to observe that the greatest
differences in ordinary interest are differences of
risk, but between different countries and different
times there are also considerable variations of
interest proper. In commenting on the failure of
the common doctrine he says, ‘“that interest doess
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not depend upon the productiveness of labour and
capital is proved by the general fact that where
labour and capital are most productive interest is
lowest.”

He then proposes to make sure of the law of
interest by first ‘ascertaining its cause. * Why
should the borrower,” he asks, “ pay back to the
lender more than he receives ?”” Note that we are
here already embarked on an inquiry into the cause
or reason of interest not in Mr. George’s, but in the
common sense. The answer to the guestion put
might obviously be, because the lender might
otherwise earn something by the use of his capital,”
iod what Mr. George wants to know is, * Why
should a man earn anything by the use of capital ? ”

Mr. George discusses at great length an illustra-
tion of the nature of interest borrowed from another
writer given to that mode of argument, Bastiat, in
which James lends a plane to William. TIn reason-
ing on this illustration Mr. George combats Bastiat's
View that James is entitled to interest, and gives it
88 his opinion that if one carpenter lends another a
new plane at the beginning of the year and receives
back another at the end, there is nothing farther
due. Then follows this conclusion: *“I am inclined
to think that if all wealth consisted of such things
88 planes, and all production was such as that of
tarpenters, that is to say, if wealth consisted but of
ihe inert matter of the universe, and production of
working up the inert matter into different shapes,
that interest would be but robbery of industry, and
uld not long exist.”
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The coolness with which Mr. George settles the
laws of nature with an “I am inclined to think,”
will be duly admired. If this is the result of his
being ““inclined to think,” what would happen if he
were certain ? Such vulgar considerations as that
lending is inconvenient and disadvantageous and
borrowing convenient and profitable are beneath
Mr. George’s philosophy. Arguing in this aérial
fashion he is on the fair way to make admirable
political economy for thieves, or for those who hold
that property is theft, which, in respect to capital,
Mr. George distinctly declares that he does not.

What are such things as planes? They are
instruments of production, or to speak more
generally, of industry. Cotton, when it has ceased
to grow is as much * inert matter”’ as a plane, and
to perform operations on it analogous to those of
planes on wood, vast and complex masses of
machinery are constructed. Upon Mr. George’s
principle if a man lets a cotton-mill he ought to
get no rent, or if he works it himself, no profit, for
this is interest in Mr. George’s sense. Again, ac- -
cording to Mr. George’s definition, commerce is a .=
branch of production. A loan for a hundred yearsas
is the same as a loan for a year. Thus if a company~g
raises ten millions to construct a railway, or twas
millions to build a line of steam-ships, and lets them.
property to another for a hundred years, neithemre
the company that lends, nor the company tha-.se
works ought to make anything. The latter, how~m
ever, at the end of the hundred years ought tedlt
return a new railway or a fresh line of shipar «
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though where they are to get it when the whole
thing would have been worn out three-quarters of a
century before, it would require the imagination of
Mr. George to discover.
Things being so, the reader will, perhaps be
puzzled to know what can be the legitimate source
of interest. This is Mr. George's discovery, and he
amnounces it with the air of a man whose penetra~
tion has been profoundly exercised to reach it.
“There are,” he says, * kinds of wealth which
increase independently of labour by the active
Povwers of nature,  that is, by the principle of growth
Or reproduction,” and it seems to me that it is this
‘which is the cause of interest, or the increase of
Capital over and above that due to labour.”

Clearly the modesty of a Newton could not have
Sufficed to announce such a discovery in a less
Ostentatious way, and we shall find that even the
dexterity of Ricardo could not more rapidly have
turned a conjecture into a certainty. What is most
Temarkable about this singular theory is that its
One trait of originality lies in its application. Mr.
George having mo occasion to account for the
legitimate existence of rent, which he purposes to
deny altogether, takes the physiocratic theory of
the source of rent, and converts it to the use of
‘“ interest.” What is strange is that he does not
8ee that in doing this he transfers to interest the
Very objection to the legitimacy of rent. It is
because the produce due to the natural increase of
the soil is supposed to be constituted without the
€xertions of the landlord that so many theorists
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have objected to rent, now Mr. George tells us
that the source of interest is the reproductive forces
of nature. Thus while it is unlawful for a man
who pretends to be an owner to appropriate these,
it is quite lawful for a man who professes to be a
borrower to do so. Such logic, surely, ought to
empty the jails, and set the burglariously disposed
gentleman upon the judicial bench to refill them
with a new class of offenders.

The physiocrates, like Mr. George, held that the
only productive industry was that aided by the
productive powers of nature. They believed that
rent was naturally the net produce of that produc-
tiveness, that rent accordingly was the only source
of revenue capable of bearing taxation, and that,
in fact, a definite proportion of rent actually be-
longed to government.*

If this doctrine were true, it would be no * land
gospel,” for it follows from it that all taxes fall upon
rent now, as contended by Dr. Chalmers, who held .
the same view, and the class that would profit by —~
imposing taxation directly upon rent would be the «=
landowners, who would pay their taxes more econo-—
mically by paying them directly, than through =
“farmers of the revenue,” as the non-productivee=
taxpayers would really be. John Locke, who antici—
pated the doctrine of the physiocrates, takes thisme=
view. He says, as quoted by Professor DugaldliE
Stewart (‘“ Lectures on Political Economy,” Part Lo
Book IIL., Chap. I.), “ A tax laid upon land seems==
hard to the landholder, because it is so much monexg>

® Meroier de la Rividre.
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going visibly out of his pocket ; and therefore, asan
¢aso to himself, the landlord is always forward to lay
it upon commodities. But if he will thoroughly
consider it, and examine the effects, he will find he
buys this seeming ease at a very dear rate. And
although he pays not this tax immediately out of his
o0wn purse, yet his purse will find it by a greater
Want there at the end of the year than that comes
to, with the lessening of his rents to boot, which is a
Bettled and lasting evil that will stick upon him be-
Yond the present payment.”

The converse of this argument plainly is that if
rent is lowered by more than the amount of the
taxation by placing taxation upon commodities, it
will be raised by more than the amount of the taxa-
tion by placing taxation upon reut.

The whole view of the physiocrates, however, is
founded on false reasoning. That which they urge
with terrible insistency and reiteration, that all in-
dustry bestowed on the processes of bringing raw
Material into the form of commodities ready for use
iS “ unproductive,” is an utter delusion. No doubt it
18 the production of raw material alone that adds to
the quantity of material products actually exchange-
able, and the processes of manufacture actually
Qiminish that quantity. Here, then, appareutly,
We have not an increase, but a diminution of wealth.*

Ow the capital mistake of this reasoning is that
thoge who have adopted it have omitted the neces-
Sary precaution of inquiring what wealthis. Surely

© by They, however, allow that an unproductive labourer replaces, but with.
At increase, the capital necessary to maintain him.
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material wealth consists of commodities useful to
men. But of what use to men is raw material ? Tt
is useful as capital, or the means of producing use-
ful commodities. Directly it is not wealth at all,
but its utility as capital gives it a value in exchange,
and thus renders it indirectly wealth to its pos-
sessors. But the exchange value of raw material is
necessarily less than will be the value of the com-
modities taken in the aggregate into which it will in
due course be converted. The ratio of the value of
the raw material to that of the finished commodities
i8 determined by the quantities of labour required
respectively in the primary and the subsequent pro-

cesses, together with the incidence of the conditions

under which the various contributions of labour are
rendered, including rent, skill, &c., not by quantities
of labour alone (however artificially computed) as
maintained by Ricardo aund his followers. It is,
then, the labour and its contingent conditions that
gradually give value to material objects, and these
objects acquire value solely in relation to their
finished state. That they are exchangeable at all in
their rudimentary forms is due solely to the expecta-
tion that they will be finished, as has already been
pointed out in relation to Mr. George’s uncompleted
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produce, or raw material, is only a fraction of this
Taw material, definitely determined by a natural law.
Moreover, notwithstanding the teaching of our own
eeonomists, the earners of rent have, like all the
sther contributors to industry, their own industrial
®sponsibilities. Surplus rent is the capital of the
i, and its natural destination is towards the main-
tenance and improvement of the landlord’s source
of revenue. Thus, instead of being the only free
Fevenue of a eommunity, rent is no more free to
bear taxation than any other part of the revenue.
Adam Smith has fallen into the very error he con-
" demns in the physiocrates* in stigmatizing as unpro-
Quctive the labour bestowed on services designed to
bl'ing commodities within the actual range of use,
and which he calls “ menial” services, and he gives
ASs bad reasons for doing so as they could possibly
&ive for their opinions. He says It seems on this
Rccount (that producing labourers reproduce their
Capital), altogether improper to consider artificers,
Wapufacturers and merchants in the same light as
Menial servants. The labour of menial servants
does not continue the existence of the fund which
Maintains and employs them. . . . It is upon this
Account that in the chapter in which I treat of pro-
ductive and unproductive labour, I have classed
Artificers, manufacturers and merchants among the
Productive labourers, and menial servants among the
barren or unproductive.”
*® The ultimate notion of the physiocrates seems to have been that the
Yalueof the finished product of perfected labour was only an equation with

the value of all the labour, &o., put into it ; but this is true in exactly the
Smme sense of the value of raw material,

M
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Adam Smith has got considerable credit for his
exposition of the advantages of division of labour.
Anything more flatly contradictory of his teaching
in relation to that subject than what he says here it
would be impossible to conceive. If commodities are
of no use until they are completed, it is equally cer-
tain that they would remain useless unless they
were applied. The domestic labour of a wife or ser-
vant is, therefore, as much a contribution to the
wealth of the community as the labour of the hus-
band or master. Moreover it does replace the
material capital by which it is supported. If aman
bad to cook his own dinner, make his own bed,
mend his own clothes, he would do less productive
work ; so what heis enabled to do by his wife’s con-
tributing of these services is her contribution to
production.

Adam Smith has no doubt been led into this error
by the notion that a community was liable to beim-
poverished by an excess of menial labour. Soitis3
and it is also liable to be impoverished by an excess
of productive or of distributive labour.* To imagine
that the former danger is greater than the latter is
not, as I hope to show, consistent with an accurate
knowledge of the working of competition. At any
rate, it is surely a better means of avoiding either
excess to consider all labour related to the supply of
physical wants, as related to industry, and coming
within the range of economical investigation, than to
exclude part of it with the brand of barren and un—

productive.

® Unused commodities may make a vast additlon to labour, but what possibl®
addition can they make to wealth § Ill distributed commodities, again, neves”
make an addition to weulth commensurate with their addition to labour.
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The error, in my opinion, does not consist in dis-
tinguishing a section of labour as directly contri-
buting to production, but in stigmatizing any labour
as “unproductive.” If a correlative is wanted for
productive labour, the proper term is non-productive.
U nproductive labour signifies labour that is intended
to be productive, and fails to be so, or at all events,
insinuates an inferior utility in the labour so desig-
nated, as is evidently intended by Adam Smith when
he couples the term with barren. Non-productive
labour simply means labour which has a different
object from production.
This distinction, however, like most classifications
im political economy, has been attended with great
COxfusion from neglect of the real nature of the
thuings distinguished. As in the distribution of
W €alth, 80 in the distribution of labour, there are no
alagolute dividing lines. Productive labour in a
8 € wict sense is labour that more or less durably modi-
£ e the form, and is designed to enhance the utility,
& xad also to increase the exchange value, of a material
C<mmodity. This distinguishes it in theory both
fx~om distributive and domestic labour. But in fact
D any processes of distribution go on in subordina-
tion to production, which cannot be completed with-
O wat them. Seeing this, many have included the
W hole of distribution in production. But this does
M Ot make either a more complete, or a more useful
Qivision. Sometimes it is desirable to distinguish
thoge processes that come within the range of ex-
Change from production, as distributive. Sometimes
the final stage of distribution, distribution to those
W ho are to consume the products of industry, not as
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instruments or materials of production merely, but
as commodities, has to be distinguished from pro-
duction, including the purely subordinate forms of
distribution. Domestic services can be clearly dis-
tinguished from production and distribution only in
as far as they are performed by a distinet class.®
The term menial is a very unfortunate and inaccurate
one to distinguish these services, and perhaps
domestic is also too exclusive. I believe I have
formerly used the word non-industrial to distinguish
them from productive and distributive services com-
bined, but this is only a negative designation, and I
consider them as coming within the range of in-
dustry in its widest sense. Perhaps some such term
as ministerial might be applicable.

Adam Smith erroneously coincides with the
physiocrates as to agricultural industry being more
productive than manufacturing.

It is a singular but logical result of Mr. George’s
theories, that the reply to his grand and final conclu-
sion “the remedy,” as he calls it, should be elicited
by an incidental discussion on a subordinate point.+

We have not yet done with Mr. George’s theory
of interest. There is a difficulty in relation to Mr.
George’s theory. Interest is not,as a fact, confined
to things which increase naturally. It is earned
indifferently by any kind of wealth, simply in pro-
portion to its value as wealth.

* The only difference between the baking of a loaf by a baker or the
cooking of & dinner by a restaurateur and the same processes performed by
& domestic servant is that in the one case they are done within, in the other
beyond the range of mercantile exchange.

t This happens because Mr. George has not thought fit in the construc——

tion of his system of doctrines to consider the incidence of taxation. Had

he arrived at any just view of this subjeot, it would (to borrow a metaphor—

from Boyle Roche) have nipped his remedy in the bud.
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Here is Mr. George’s manner of dealing with this
difficulty : * Primarily the benefits which arise from
use go to labour, and the benefits which arise from
increase go to capital. But inasmuch as the divi-
sion of labour and the interchangeability of wealth
necessitate and imply an averaging of benefits, in so
far as these different modes of production correlate
with each other, the benefits that arise from one
will average with the benefits that arise from the
others, for neither labour nor capital will be devoted
to any mode of production while any other mode
which is open to them will yield a greater return.
That is to say, labour expended on the first mode of
production (adapting) will get not the whole return,
but the return minus such part as is necessary to
give to capital such an increase as it could have
secured in the other modes of production, and capital
engaged in the second and third modes (growing or
exchanging) will obtain not the whole increase, but
the increase minus what is sufficient to give labour
Such reward as it would have received if expended
in the first mode.”

The first remark to be made on this explanation
B that it is not true. Whatever may be the dis-
tinction between the benefits derived *from use,”
and the benefits derived from increase, it is not true
that the reward of labour and capital respectively
ever depended on such a distinction, and even if we
accept Mr. George’s assurance that it did so
Primarily, the object of his explanation appears to be
to inform us that it does not do so now. And not.
Vithstanding Mr. George’s previous assurance of the
identity of the results of organized witht hose of un-
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organized labour, we may well believe that it does
not. How capital having all the advantages, should
“ correlate,” and share its advantages with capital
having no advantages at all, it is difficult to under-
stand; and what Mr. George seems really to be
trying to explain is that the latter kind must share
in the productiveness of labour, which is exactly
what he had previously endeavoured to deny. Ac-
cording to Mr. George it would seem that the capital
which has no advantages is essential to the produc-
tion or use of that which has, and that its remunera-
tion is derived from its utility. The labourer and
the capitalist are paid according to the relative
utility of their contributions to industry, and the
degree of that utility is measured by the supply of
it relatively to the demand for it at each particular
moment. This is true, but is a complete contradic-
tion of Mr. George's theory. Mr. George’s analysis
is as abstract as his definitions, and both are pure
fictions.

It will be noticed that Mr. George regards ex-
change as a sourceof increase. He does so on the usual
ground of economists, that more of one commodity
can be produced at one place and more of another
at another. But this is not a source of actual _
increase, but only of variety. If I insist that one =
of my beverages shall be tea, I shall certainly get <
more of it by sending to India or China than by—=
growing it in England, but the same labour might=s
be equally productive at home in providing some=s
other commodity, such as beer.



BOOK III. CHAPTER IV.

Spurious CAPITAL.

Mr Groree devotes his fourth chapter to pointing
out certain kinds of spurious capital. ‘ Land
values”’ are not capital ; *““a government bond ” is
1ot capital ; unless the value it represents has been
used for productive works. Likewise railway bonds
re capital, * but they can only be so considered in
80 far as they actually represent capital, and not as
they have been issued in excess of the capital used.”
Monopoly is not capital. Profits due to the element
of risk are not the remuneration of capital.

It is hardly necessary seriously to discuss these
futile distinctions. I bave already pointed out that
the term capital is used in various senses according
to its correlation with other terms. Thus bonds are
slways capital to the holder, and they are always a
charge on, or diminution of, the capital of the issuer.
It has to be noted, however, that some of the things
which Mr. George excludes from capital cannnot be

included either in land or labour. The remunera-
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tion of risk, for example, is directly related to the
use of capital, the thing liable to be lost, and not
either to land or labour.

Mr. George summarizes the view he contends for
in this chapter in one sentence: ‘ Nothing can be
capital, let it always be remembered, that is not
wealth.”* The object of this contention is signifi-
cantly indicated in the following passage at the close
of the chapter.

“ Now, taking the great fortunes that are so often
referred to as exemplifying the accumulating power
of capital, the Dukes of Westminster, the Marquises
of Bute, the Rothschilds, Astors, Stewarts, Vander-
bilts, Goulds, Stanfords and Floods, it is upon
examination readily seen that they have been built
up, in greater or less part, not- by interest, but by
elements such as we have been reviewing.”

Mr. George here mixes up two classes of incomes,
those derived from agriculture, and those derived
from commerce. Whether “land values” are capital
or not, rent when realized, is certainly capital. It
is part of the wealth of the country, and is
capable of being applied to any kind of industrial
use. It is surely wealth in course of exchange. If~
mercantile gains do not accrue to capital, surely
they are not derived from land; they must, there-
fore, be due to labour, and how will it help Mr.
George to account for the poverty of the reward of
labour to show that the greater part of the wealth
usually regarded as the return of capital really

* He meaus, for example, that land is not cepital : but land is certainly—
wealth.
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‘belongs to it ? Such is the crudity of Mr. George’s
classification. Mr. George remarks that many of
these gains spring from a destructive, not from a
constructive power. Yet they are the gains of
commerce, which Mr. George regards as a source of
wealth. They also constitute a part of the revenue,
and consequently of the capital of the community.
They are the gains of a section of the community,

and that section, surely, is not the landlords, nor the
labourers, but the capitalists.



BOOK III. CHAPTER V.

TeE LAw oF INTEREST.

Tre fifth chapter at last reaches ¢ the law of in-
terest.”

“ It is manifest,” Mr. George says, ‘‘ that under
conditions of freedom the maximum that can be
given for the use of capital will be the increase it
will bring, and the minimum, or zero, will be the
replacement of capital ; for above the one point the
borrowing of capital would involve a loss, and
below the other capital could not be maintained”

This seems to be an entirely new law, and a con:
tradiction of all that has gone before. Are weto
understand that all capital brings increase, and not
merely that which is aided by the reproductive
forces of nature? If not, the maximum that can
be paid for the use of unproductive capital, accord-
ing to the law now propounded is zero, and Mr
George has to show not that such capital is nob,
or would not but for *correlation” with other
capital, be entitled to remuneration, but that it
actually does not receive it. Besides, we know ths
money is actually both borrowed and lent at a loss;
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80 that Mr. George’s limits are fictitious. He has
again propounded a law not of what is, but of what
be imagines ought to be. How, again, could capital
be maintained, or lenders make a business of lend-
ing, if they only received back their capital ?

“If the vital forces of nature,” Mr. George says,
“which give an advantage to the element of time
be the cause of interest, it would seem to follow
that this maximum rate of interest would be deter-
mined by the strength of those forces, and the extent
to which they are engaged in production. But
while the reproductive forces of nature seem to vary
enormously . . . it appears from the way the
natural balance is maintained that there is an
equation between the reproductive and destruc-
tive forces of nature, which, in effect, brings the
principle of increase to a uniform point. This
natural balance man bas, within narrow limits,
the power to disturb, and by the modification of
natural conditions may avail himself at will of the
varying strength of the reproductive force in nature.
But when he does so there arises from the wide
scope of his desires another principle which brings
sbout in the increase of wealth a similar equation
and balance to that which is effected in nature be-
tween the different forms of life. This equation
exhibits itself through values.”

What Mr. George appears to attempt to tell us
in this preposterous rigmarole of pretended reason-
ing is that in reality the “law” which he has
discovered does not operate, but that ‘ values ” by
which, apparently, remuneration is at length to be
determined, are regulated by quite a different law.
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The normal point of interest, he goes on to tell usg
“lies between the mnecesrary maximum and the=
necessary minimum of the return of capital,” andl
i1t ““ must, wherever it rests, be such that all things,
such as the 