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TRANSLATOR’S PREFACE

Tais third edition of Professor Gide's Cours d’Economie politique
has been carefully revised by its author in order not only to bring
the figures up to date, but, so far as is possible within the limits of
one volume, to keep abreast of the latest changes in facts and ideas.
It will be found, therefore, that new chapters have been added
and several of the old ones entirely re-written.

As the book is intended primarily to help French students in
preparing for their examinations in the Law Faculty of Paris, the
method employed by the author has been not so much to exhaust
a few subjects, as to cover the whole ground of Political Economy,
dealing with each question in a concise but critical way.

In the translation I have done my best to follow the thought of
the author. Nothing distinctively French has been eliminated, and
it may be that examples in the text will be found to apply at times
to French rather than to English conditions. But it has been
thought good for the student of Political Economy to see the funda-
mental and familiar questions of his science pose themselves in
slightly different forms under the influence of another race and
another tradition.

So he is reminded of the human element which is at once the
main difficulty and the main interest of Political Economy.

CONSTANCE H. M. ARCHIBALD
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INTRODUCTORY

CHAPTER I: ECONOMIC SCIENCE

I: THE OBJECT OF POLITICAL ECONOMY

THE celestial bodies, the globe, the elements within it, the animals
and vegectables that cover its surface, these, and the relations
existing between them, are all objects of distinct sciences called the
Physical and Natural Sciences.

There are, however, other objects in this vast world no less
worthy of our study, namely, oursclves—mankind. Men live in
society, they cannot live otherwise; relations thus arise among
them, and these form the subject-matter of a dillerent group of
sciences, called the Social Sciences.! For every distinct relationship
between men—moral, juridical, economie, political, religious or
linguistic (language being the vchicle of all the others)}—there is
a distinct science, known respectively as Ethics, Law, Political
Economy, Politics, the science of Religions and that of Languages.?

True, the boundary lines between the social sciences, all of which
deal ultimately with the same object—namely, man as a social
being—cannot be so sharply drawn as those between such sciences
as geology, botany, and zoology, which deal with entirely dissimilar
objcets. The classification of the social sciences will always be
more or less artificial, resorted to rather for the sake of facilitating
study, and to help out the small reach of our understanding, than
because of any natural division between them.

Thus, Auguste Comte considered irrational any separation of the
sciences which deal with human societies. He admitted but one
single science embracing all the aspects of these societies, to which

1 Formerly they were called the Moral and Political Sciences, and the section
of the Institut de France which relates to them still boars that name.

2 There 18 also History, which studies the order of facts, and the science of
Statistics, which collects and classifies all facts capable of being expressed in
figures. It must be remarked, however, that these two sciences, unhke those
mentioned above, do not have as their object a special category of social facts,
but apply to all, even to facts other than those of the social sciences. There is
a history not only of Political Economy but of Religion, of Morals, even of the
formation of living species and of stars. So also there are judicial, moral,
political, and demographical statistics as well as economic and financial statistics.

1
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he gave the name, now classic, of Sociology * ; and he deprecated, in
particular, every attempt to make Political Economy a distinct
science. He has not been followed, because, for the purposes of study,
it was impossible to refuse to the social sciences the right to be
considered separately. As regards the three sciences which touch
each other most closely—Ethics, Law, and Political Economy—their
boundary lines will always be more or less fluctuating, certain
institutions, such as property, the transmission of goods, the wage-
system, coming under the jurisdiction of all three at once; a happy
interpenetration, moreover, and one very profitable to these sister-
sciences. We have only to notice that the same object may be
examined from different points of view, and to know how to recognise
the different standpoints of the moralist, the jurisconsult, and the
economist. Now, this is not very difficult. To do one’s duty, to
exercise one’s rights, to provide for one’s wants, are three fairly distinct
ends of human activity. And 1t is this last one which is the object
of Economic Science.

We may say, then, without being too exacting as regards a
definition which, in spite of a hundred or so treatises, is still to be
found, that, of all the relations which exist between human beings
living in society, Political Economy deals with those alone which
tend to the satisfaction of their material wants, with all that
concerns their well-being.2 It stands to the social body somewhat as
physiology does to the human body.

The tendency to-day is to divide this science into two branches
of study.

On the one hand, Political Economy pure (sometimes called

L Bociology is much studied at the present time, but no exact definition of
its subject-matter has yet been given; nor has it been clearly determined
whether 1t 18 merely a synthesis of all the social sciences or whether 1t has distinct
characteristics of its own. See the numerous discussions on this subject in the
Annales de U Institut snternational de Sociologie.

2 It used often to be said, and is still to-day, that Political Economy is the
‘““science of wealth.” But this defimition has the objection of turming the
attention from the real object of economic science—man and his wants—to
outside objects, which are but the means by which man satisfies his wants.
What is known as an economuic, or social, law, even when 1ts object is apparently
‘ things,” apphes in reality to man. To say that corn 1s going up in price means
that men, for some reason or other, want more of it. And this 18 not a mere
matter of words. This subversion of the true point of view has brought on some
economists the reproach of reasoning as if man were made for wealth, not wealth
for man. There 18, moreover, a further objection to defining Political Economy
by wealth, namely, that the word wealth itsclf, as we shall sec later, 13 not easy
to define,
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Economics) studies the spontaneous relations that arise between
men living together, as it might study the relations that arise
between any bodies whatsoever, ‘‘ those necessary relations which
derive from the nature of things,” as Montesquieu said. It does
not set out to judge them, either from the moral or from the practical
point of view, but simply to explain what is. In so far, it tries
to follow the methods of a natural, or even of a mathematical,
science.

On the other hand, Social Economy studies rather the voluntary
relations that men create among themselves—associations, written
laws, institutions of all kinds—with a view to improving them. Its
object is to find out the best means of doing this. It partakes,
therefore, more of the character of the moral sciences, asseeking
what ought to be, and of the arts, as seeking what must be done. This
is why 1t is sometimes called, outside of France, Social Politics.

This separation is necessary for specialists, but, by dissociating
theory and practice, it greatly detracts from the interest of the
subject. We shall not, therefore, adopt it in our present treatise, but
shall deal with Social as well as Political Economy.

The economic phenomena first to attract attention were those
connected with production. The Physiocrats and Adam Smith
studied hardly any others. Ricardo and the second generation of
economists applied themselves more particularly to analysing the
phenomena of distribution. And these are still the two main divisions
of Political Economy—or rather, the two aspects under which the
same phenomena present themselves ; for, after all, it is practically
the same phenomena that we find again on either side. Obviously
the connection between the two questions, * How is wealth pro-
duced ? ”” and * To whom does it belong ? ” is a close one. This is,
however, no reason for not studying them separately.

In production itself, it was not long before a distinction was
drawn between the phenomena of production properly speaking and
those of circulation—i.e. between the ways of creating wealth and
those of transporting or of exchanging it. The latter, indeed, are of
enormous importance and have a physiognomy entirely their own.
Still, this division is in answer rather to didactic convenience than

1 Social Economy must not be confused with applied Political Economy.
The latter points out the best practical ways of increasing the wealth of a country,
such as banks, raillways, monetary or commercial systems, ete. Social Economy
aims above all at making men happier by providing them, not only with more
comfort, but with more security, independence, leisure ; it has, consequently,
the working classes more specially in view, A
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to any logical necessity, since, as we shall see, exchange is, at bottom,
but a mode of production.?

There is another category of facts, which, since the time of
J. B. Say, has often constituted a separate section, that, namely,
which relates to the consumption of wealth. At first sight it would
seem as if this category ought to be the most important; for
consumption—in other words, the satisfaction of wants—is evidently
the end and final cause of all economic activity. Yet many economists
refuse to give consumption a separate place, and this branch of
Political Economy is nearly always sacrificed, if not altogether
omitted, in treatises, lectures and examinations. We hold, on the
contrary, that a distinct place must be kept for it, a place which will
become larger as we become more alive to the growing importance of
the part played by the consumer in the economic order.

I1: WHETHER THERE ARE NATURAL LAWS IN

POLITICAL ECONOMY

WHEN we apply the word * science” to any branch of human
knowledge, we are giving it no mere empty title; we mean to state
that the facts with which it deals are connected by certain constant
relations which have been discovered and which are called laws.

In some spheres the sequence of facts is so obvious that
even minds least accustomed to scientific speculation cannot help
noticing it.

We have only to raise our eyes to the heavens to realise the regu-
larity with which the stars march nightly across the skies, the moon
accomplishes her monthly phases, the sun makes his annual journey
through the constellations. In the remotest days of history, shepherds
watching their flocks and sailors steering their barques had already

1 An interesting discussion of these classifications will be found in Mr. Pierson’s
scholarly work, Principles of Economacs, besides a kindly criticism of the classifica-
tion adopted in our book. Mr. Pierson commends us for beginning with the
study of value, but thinks that the part devoted to consumption is useless. He
holds that distribution ought to be studied before production, as the latter
cannot be understood without the former. This is true, but the reverse might
also be said. Nowadays, the classic division into four parts—production,
circulation, distribution and consumption—is considered out of date, partly
because, having served for a century, it is felt that it is quite time to revise it,
and also because facts, better studied than they used to be, show a multiplicity
and interdependence demanding fuller explanation. Most writers outside of
France have abandoned it. Still, no simpler or more convenient division has
vet been found,
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recognised the periodic nature of these movements, and had laid
the foundations of a true science, the oldest of all, astronomy.

The phenomena manifested in the constitution of organic and
inorganic bodies are not so simple, and the order of their co-existence
or succession is not so easy to grasp.

Thus long centuries were necessary before human reason, lost
in the labyrinth of things, succeeded in disentangling the guiding
thread, in recognising order and law in these facts, too, and in
creating the physical, chemical and biological sciences.

Little by little, the idea of a constant order in phenomena
penetrated all spheres, even those which seemed, at first sight, as
if they must be for ever closed to it. The very winds and waves,
which poets had made the emblem of inconstancy and caprice, were
made to own the sway of this universal order. Mankind became
aware of the great laws which govern the currents of the atmosphere
and of the sea, and meteorology—the physics of the globe—in turn was
founded. Nothing, even to the results of the bet or the combinations
of the dice, but has been brought under the calculation of probabilities.
Chance 1itself henceforward has its laws.

The day was at last to come when this great idea of a Natural
Order of things, after invading step by step like a conquering power
all the regions of human knowledge, was to penetrate the sphere of
social facts. It is to the Physiocrats, as we shall see, that the honour
is due of having first recognised and proclaimed the existence of
this ¢ natural government ”’ of things.

Still, there are many who shrink from accepting this assimilation
of the social, with the physical, sciences. To their minds, there is
an insurmountable barrier between them: for the latter are of
the realm of Necessity, while the former are of the realm of Liberty.

The proof, they say, is, that in sciences of the physical order
the scientist, given a ccrtain fact, is always able to foresee with
certainty the fact which will succeed or accompany it. The
astronomer will announce an eclipse a thousand years off, and almost
to a second ; the chemist, each time he combines two substances in
a crucible, knows just what body will result and what its properties
will be; the geologist will enumerate the various layers of earth
that will be met with in piercing a tunnel or in sinking a shaft.
But the economist, the historian, the statesman, what can they
foresee in regard to social and political facts ? At most they can
but hazard a few conjectures, only too often contradicted by events,
Foresight here may sometimes be the intuition of genius, but it has
nothing of the nature of science about it,
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This common objection, however, comes of a twofold error as
to the meaning of the expressions natural law and free-will.

The mistake in the case of natural law lies in picturing it as &
power commanding obedience and bearing a sword, like the figure
of Law in allegorical pictures. Now, natural law expresses nothing
more than certain relations which arise spontaneously between
things or men, relations which can only be spoken of as necessary
if certain previous conditions have been fulfilled. Atoms of oxygen
and of hydrogen are not forced to form water, but ¢f an atom of
the former element and two of the latter are brought into contact
under certain conditions of temperature, pressure, etc., water will
result. In the same way, men are not forced to sell or buy, but
¢/ a man disposed to sell meets a man disposed to buy, and
if their claims are not irreconcilable, they will necessarily strike
a bargain at a price which may be determined—and this will none
the less be a free contract.

As for free-will, the mistake lies in looking upon it as a sort
of capriciousness, the power of * taking one’s own way.” But a
moment’s reflection will convince us that to act without any appreci-
able reason is preciscly what characterises the state of dementia.
The rational man, on the contrary, obeys in his conduct certain
motives—in a word, ke does not make up his mind without cause.
Now, every social or economic law is merely a forecast of the conduct
of men, and its scientific value is measured by the number of cases
in which it comes true.!

No doubt these forecasts are often contradicted by events.?
But this happens also in the natural sciences. Every thinking
man is convinced that wind and rain, hail and storm, are not the
result of chance: he does not doubt that they are governed by

1 ¢ An economac law is a statement that a certain course of action may be
expected under certain conditions from the members of an industrial group ”
(Marshall, Principles of Economacs, vol. 1, p. 87 (1890).  Moreover, in the last:
few years, belief 1n necessity—that 1s to say, in such an interhnking of all
phenomena that things cannot be other than they are, and that a strong enough
intelhgence could put all these relations into formule—nhas lost much ground n
science, and a belief 1n a certain contingency, as it 1s called, ¢.e. in the existence
of more ways than one open to evolution, none of which can be foreseen because
all are equally pcesible, appears no longer incompatible with true science. (See
Boutroux Dela conlingence deslovs de la nature,and Bergson, I évolution créatrice.)

2 One argument given aguainst the existenc of natural laws in social matters
is the fact that many things do not tu n out as foreseen. This simply proves our
ignorance. Just think how many times things do not turn out as we have
willed. Does not this prove that there are causes at work in this world stronger
than the will of man ?
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natural laws. Yet forecasts in this sphere are no more exact thanin
that of economics. The coming of a commercial crisis may be
Yoretold longer in advance than that of a cyclone, and railway
transit from Lyons to Marseilles is certainly less irregular than is the
flow of water in the Rhone whose banks it follows, although the
one is kept going by men and the other by the sky. If our predictions
in Political Economy are always uncertain and shortsighted, the
reason is to be sought not in the fantasies of free-will, but simply
in our ignorance of the true causes. If men ever become infinitely
wise, probably foresight in economic matters will be exercised with
as much certainty as in the case of the celestial bodies.

True, it would be absurd to pretend to foretell the acts and doings
of an individual ; but that is of no interest to the economist. He
is not a fortune-tcller. What matters to him is the conduct of men,
considered as a whole. Averages are all that is necessary to establish
our theorctical laws and our practical institutions.!

Obscrve, too, that those practical persons who deny most
cnergetically the possibility of foresight in economic matters, do
not fail to use it in the ordinary course of their lives and in the daily
conduct of their affairs. Every man who speculates—and who is there
who does not ?—is using, so far as he is able, scientific foresight.
The financier who invests in railway shares foresees a continuous
and progressive increase of traffic along a certain line, and, by the
very fact of paying a high price for his shares, professes, whether
he means to or not, his firm confidence in the regularity of an eco-
nomic law. Yet it is quite certain that each individual and each parcel
travelling along the line is doing so only because some one has willed it.

III: HOW ECONOMIC SCIENCE WAS CONSTITUTED

IT was in the year 1615, in a French book called Le T'raicté de
P@conomie politique, by Antoine de Montchrétien, that Political
Economy first received the name by which it is known to-day.

The word economy was already in use, and one of Xeno-
phon’s books even bears this title: but the ancients meant by it
domestic economy (otkos, house ; nomos, rule, law). The adjective
political, in use from the time of Montchrétien, indicates that the
economy in question is no longer that of the household, but that
of the city, the nation ; and this new name coincided with a historical

1 Statistics have shown, over and over again, the almost infallible regularity

with which the most important facts of human life, euch as marnages, occur
equally with the most 1nsignificant, such as the posting of a letter unaddressed.
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revolution, the rise of the great modern States. We might have
adopted an expression sometimes used, and said Social Economy,
instead of Political Economy. The etymological meaning in eithe?
case is the same (the adjective * political” is, however, better
suited to the word * economy,” as coming also from the Greek).
But the word ‘““social,” as we have pointed out, is used for a
somewhat different branch of study (see page 3).

Some of the questions which to-day are called economic, have
attracted the attention of man from the earliest times : questions of
money, commerce, and the ways by which individuals and the State
may grow wealthier. The Fathers of the Church had condemned
luxury, inequality of wealth, and loans at interest. The ancients,
among them Aristotle, had accurately analysed the nature of money,
the separation of trades, and the forms of acquiring property. But
they had not seen the connection between these different questions
nor thought of making them the object of one single science. Such
problems belonged rather to the province of the philosopher than
to that of the man of science. They were dealt with in a practical
manner, in the form of good advice given either to sovereigns or
to individuals. .

The discovery of America gave the first stimulus to the formation
of a true economic theory, in the course of the sixteenth and
partiéularly the seventeenth centuries. What had formerly been
mere counsels became now a system of co-ordinate and reasoned
precepts.  Countries like France, Italy and Great Britain watched,
with anxious eyes, Spain drawing treasures from her mines in the
New World, and wondered how they, too, could procure gold and
silver. A book by an Italian, Antonio Serra, published in 1618, bore
the significant title, 4 Brief Discourse on the Possitble Means of
causing Gold and Silver to abound in Kingdoms where there are no
Mines. They thought to find the way by selling manufactured
goods to foreign countries, and to this end they tried hard to develop
foreign trade and home manufacturing by a_complicated and
artificial system of regulations. This was what has been called the
Mercantile System.! T

In the middle of the eighteenth century we find a lively reaction
against all *“ system * taking place in France. The dream now was
of a return to “nature,” and any arrangement that appeared
artificial was repudiated. The whole literature of the eighteenth
century was impregnated with this idea, and political science, with
Rousseau and Montesquieu, took its inspiration thercfrom.

! See infra, the chapter on Commercial Policy.
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L’Esprit des Lois opened with the immortal words, * Laws are
the necessary relations which derive from the nature of things,” and
in his preface to the same work Montesquieu declared: I have
not drawn my principles from my prejudices but from the nature of
things.”

It was only then that economic science was really born. A
physician of Louis XV, named Quesnay, pyblished, in 1758,
Le Tableau économique,* and had quite a group of eminent men as
his disciples. They called themselves Economists, and were later
referred to as the Physiocrats.?

The school of the Physiocrats brought into the science two new
ideas diametrically opposed to the mercantile system.

(1) That of the existence of a ‘‘ natural and essential order of
human societies ” (such is the actual title of a book by one of the
Physiocrats, Mercier de la Rivi€re). We have only to recognise the
truth of this principle in order to realise the necessity of conforming
to it. It is of no use, then, to devise laws, regulations, or systems :
all we have to do is to leave things alone, laisser faire.

(2) That of the pre-eminence of agriculture over commerce and
industry. For the Physiocrats, the earth, that is to say Nature, is
the sole source of wealth ; she alone gives a net product ; all classes
of society save the agricultural classcs are sterile.

The first of these principles was destined to serve not only as the
ground-work of a regular policy which was to last half a ecentury and
to accomplish great things under the name of the liberal policy,? but
as a definitive basis to the whole cdifice of economic science. Facts,
indeed, can serve as basis for a science only in so far as we recognise
relations of cause and effect between them—* a natural and essential
order.”

The sccond, on the contrary, although a happy reaction against
the mistakes of the mercantile system, was itself, as we shall see

! There had previously appeared an Fssai sur la nature du commerce, by
Cantillon (published in 1755, but already wnitten in 1725). This book has just
been brought to light again by the English economists, and has been referred to
by one of them as the first methodical treatise of Political Economy. But this
work, which was not very well known, influenced the development of the science
only through the Physiocratic school, which borrowed largely from it.

2 The word ““ Physiocracy ” is made up of two Greek words meaning hterally
¢ government of nature ”

3 An illustrious economist of the same period, Turgot, without sharing the
error of the Physiocratic school, was the first to apply this pohcy when inten-
dant of Limoges, and afterwards as minister of Louis XVI. He decreed in
the first place hberty of exchange, abohshing internal customs and duties on
grain, and then went on to decree liberty of labour by abohishing the guilds,
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later, infected with an error which was rapidly to undermine the
authority of this school.

The appearance of Adam Smith’s Inquiry into the Nature and
Causes of the Wealth of Nations, in 1776, marked a turning-point
in the history of Political Economy. It secured to the British school
an uncontested pre-eminence for nearly a century, and brought to
its author the somewhat exaggerated title of * Father of Political
Economy.”

Adam Smith rejected the second principle of the Physiocrats,
and gave industry its legitimate place in the production of wealth,
but he splendidly confirmed and developed the first—i.e. the belief
in natural economic laws and in the principle of laisser faire, at least
as a rule of practical conduct.

He was, morcover, far ahcad of the Physiocrats in observing
facts and drawing lessons from history ; and he so widened the field
of economic science that its boundaries have remained practically
the same to this day.

Shortly after Adam Smith there appeared simultaneously in
England two economists whose theories, extolled by some and
exccrated by others, were to impress their mark for the space of a
century on economic science : Malthus, whose celebrated * law ”
in regard to the increase of population (1798), though apparently
confined to a special sphere, was to have considerable influence on
the whole science of cconomics ; Ricardo (1817), no less celchrated
for his law on land rent and his abuse of the abstract and purely
deductive method. In France, at the same time, Jean Baptiste Say
was publishing his Traité d’ Economie politique (1803). This work,
remarkable mainly for its clcarness of style, the admirable arrange-
ment of its plan and the classification of its ideas, did not contribute
so fruitfully to the formation of the science as did the works of
the masters just mentioned. Nevertheless, translated into all the
languages of Europe, it was the first really popular treatise on
Political Economy, and has served more or less as a model for the
innumerable classical manuals which have since appeared.

It was in this last book, more particularly, that Political
Economy was set forth in the light of a natural science, that is to
say, as purely descriptive. Adam Smith had defined it as pro-
posing ‘““to enrich both the people and the sovercign,” thus
giving it a practical aim. J. B. Say, improving on this de-
finition, wrote: ‘I should prefer to say that the object of
Political Economy is to make known the means by which wealth
s formed, ¢s distributed, and is consumed,’” mcaning thereby that,
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in the economic order, everything procecds of itself, spontaneously,
automatically.!

From this time Political Economy may be considered as having
reached its final classical form. But it was not long before it became
divided into a large number of schools, the distinctive features of
which we shall brie¢fly indicate.?

CHAPTER II: THE VARIOUS
ECONOMIC SCHOOLS

I: SCHOOLS AS DISTINGUISHED BY THEIR METHODS
“ Mernop ” 1s the name given m scientific language to the road
which must be followed in order to airive at the truth.

The deductive method starts from certain general data accepted
as indisputable, and, by a process of logical reasoning, deduces from
them an indefinite serics of propositions. Geometry may be given
as typical of the sciences which use the deductive method. We may
also cite, as an example familiar to law students, the science of Law
itself, paiticularly Roman Law, where the jurisconsult, starting
from a lew principles laid down by the Twelve Tables, or in the
Jus Gentium, builds up the marvellous monument of rcason, the
Pandects. This is also called the abstract method, because it
endcavours to simplify phenomena by reducing them to the one
clement that is to be studied, chiminating all the rest.

The inductive mcthod starts from the observation of particular
facts, and rises therefrom to general propositions; for example,
from the fact that all bodies fall, to the law of gravitation.

It is a pomnt of keen controversy which of these two methods is
best adapted Lo Economic Science.

There is no doubt that it was by the deductive method that
Political Economy was originally constituted. It was on a small
number of principles considered as axiomatic, or suggested by very
general observations—such as the increase of population, the law

1 The title of s book speaks for itself : Traut¢ d’Economie poltique—ou
sumple exposition de la maniére dont se forment, se distribuent et se consomment
les richesses.

2 To complete these brief indications, as also those of the next chapté®, see
Hastoire des Doctrines Economiques depuis les Physiocrates jusqu’d nos jours,
written in collaboration with M. Rist.
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of diminishing returns—that the economists of the Classical school
erected the columns and framework of their fine monument.!
Indeed, for the whole structure of Political Economy they would
have been content with the single principle that man always seeks
to obtain a maximum of satisfaction with a minimum of effort.
They sought to simplify the objcct of their study by considering
man as a being moved solely by self-interest, the * homo ceconom-
icus,” identical in every country and every age, and by abstracting
every other disturbing motive.

But half a century ago the efficacy of this method began to be
contested.

The new school reccommended the tnductive method, that which
Bacon introduced some centuries ago into the physical and natural
sciences with such splendid results. In the economic domain this
is known to-day as the realistic method, particularly in Germany,
where it is almost exclusively followed. This school gave up looking
for general laws governing an abstract man, and sought only
historical laws, governing men of a particular society and a
particular time. It confined itself to the patient observation and
accumulation of social facts, as revealed to us, at the present day by
statistics and information obtained from travellers, in the past by
history. It is also called the Historical school, because it maintains
that history, by showing us how economic and social institutions have
been formed, alone can throw light on the true nature of social facts.?

1 One of the most absolute of theorists 1n this connection was Nassau Senior,
professor at Oxford (1830-1840). He brought the whole of Political Economy
down to four axioms, not onc of which is accepted to-day as 1t stands.

2 Tt was in Germany that this method was first applied to Economic Science,
as it had been applied to Law by Savigny. It may be said to datc from the
publication of Roscher’s Grundriss zu Vorlesungen tiber die Staatswerthschaft nach
geschichtischer Methode (1843) Its principal representatives at the present time
in Germany are Professors Bucher, Brentano, Lexis, Schmoller, and Wagner
(the latter more particularly a State Socialist). Among French writers, we
may mention our colleague, M. Cauwes (Cours d’ Economue politique, 1883, 1st ed ).

The application of the hustorical method to the social sciences was brilhantly
inaugurated in France about the same date by the publication of Le Play’s
book, Les Ouvriers Européens (1885), and has been faithfully carried on ever since
by the le Play school, so called after its founder, chiefly through ‘ monographs
on working-men s families.” But the historical method is used so differently
by the French school that 1t would be a great mistake to confuse 1t with the
German school. Le Play, starting from the principle that there 1s nothing to
invent 1n social matters, looks mainly to the past for lessons and examples, and
18 vey conservative as regards a programme of action. The German school looks
to the past only for the germ or roots of what has become the present, and is very
progressive and even radical in 1ts programme.
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The result was that the two characteristics of universality
and permanence, which the Classical school attributed to eco-
nomic phenomena, and which it erected into natural laws,
vanished.!

This method is, no doubt, safer than the other, since it refrains
from all bold generalisation. But we may doubt whether it is as
fruitful. For it would be an illusion to think that the use of the
purely inductive method will ever be of such service in the social,
as 1t has been in the physical and natural sciences ; and this for
two reasons :

First, facts are much more difficult to observe in the social
sciences. Paradoxical as it may seem, just because they touch us
more closely, because we are not mere spectators but actors as well,
we are unable to see them clearly. Secondly, they are infimitely more
diverse. Whoever has secn a single grasshopper has scen all ; but
whoever has seen a single miner has seen nothing. In reality, the
observation of economic and social facts is a task infinitely beyond
the powcr of the individual, and can only be the collective work
of thousands of human beings putting their observations together,
or of States using for this purpose the powerful means of investi-
gation at their disposal. It has mcant a complete new science,
that of Statistics. For example, surcly the simplest fact that
the social sciences can study is the number of persons who compose
a given society. Yet, it is obvious that an isolated observer is quite
powerless to determine this number. Public bodies alone are capable
of undertaking the task. Even so, the official census is far from
guaranteeing perfect accuracy, particularly if it be a question of
ascertaining the numbers undcr special categories, say the number
of landowners or of millionaires.

Again, the mere observation of facts could never have given
such wondcrful results in the natural sciences, had it not been for
the help of a particular method of observation, carried on under
certain artificial conditions, called experiment. Now, ih the social
sciences direct experiment is impossible. The chemist, the physicist,
even the biologist (though in his case it is becommg more difficult),
can always place the phenomena they want to study in certain
artificially determined conditions, which they can vary at will. To
study the respiration of an animal, they may place it under the
bell-jar of a pneumatic apparatus and regulate the air-pressure.

1 Along with the historical and realistic methods, we must place one which,
under the name of historical materialism, has been advocated by the so-called
Scientific, or rather, Marxian, socialism (see tnfra, p. 24).
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But the economist, even were he also a legislator or an all-powerful
despot, has not this power.!

In the matter of experiment, if such, indeed, it may be called, he
has to be content with comparing the results of different legislations
or systems. In Francc, for example, he will compare the working of
the State railways with that of the great companies; or again, he
will study the effccts of old-age pensions in Belgium and in
Germany. But his conclusions will always be uncertain and contro-
versial, since conditions from one place to another are never quite
similar.

He is obliged to study the facts as they appear to him, without
the power of isolating them from the other facts with which they are
interwoven. He can 1solate them only in imagination, by supposing
that this or that phcnomenon occurs alone : hence his constant
reference, often unjustly ridiculed, to the ways and doings of a
Crusoe. But it is clear that, through it, this would-be experimental
method falls back into the very abstraction it sceks to avoid.

The Historical school then, in thus disparaging the processes and
methods of the Deductive school, shows itself somewhat pretentious,
if not a httle ungrateful. After all, 1t still works within the
catcgories laid down by the older school. It has not re-made the
science ; it has simply—though this is no small thing—brought
a new spirit into it. On its own side, it lays 1itsclf open to criti-
cism. By fixing its attention on the observation of facts,
and on the changes that take place in different nations and at
different epochs, it tends too much to become merely erudite, and
to lose sight of the general conditions which everywhere determine
cconomic phenomena. It runs the risk of remaining purely deserip
tive. To accumulate mullions of facts is useless ; there can be no
science until relations are discovered betwcen them. If we had to
give up the attempt to discover permancnt relations and general
laws bencath the changing manifestations of phenomena, we should
have to give up all idea of making a science of Political Economy.
Now, however dangerous to scicnce rash hypotheses may be, they

1 Nevertheless, reference 18 constantly being made mn Political Economy to
experiments. It is said that this or that nation has tried the experiment of
Protection, or of the regulation of labour, and has come out successfully or the
reverse. But experiments of this sort are not by any means the same as
erperimentation 1n the scientific sense.  And the proof is that, for all the centuries
during which different nations have been making the experiment of Protection
or of Free Trade, the problem 1s hardly any nearer solution than at the beginning.
Mr. Pierson very justly remarks that most mistakes, or at least what are
considered so to-day, passed formerly for the result of experiment.
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are infinitely less so than such an avowal of impotence. However
just may be the ridicule directed at the abstract man, the * homo
tccconomicus ”’ of the Classical school, we are bound to admit
that the human race does posscss certain general characteristics.
And history itself is the best proof of this, since it shows us that,
whenever human societics are placed under similar conditions, they
reproduce similar types: viz., feudalism in Europe in the twellth
century and in Japan up till the nineteenth century ; the successive
forms of property and marriage ; the simultaneous use of precious
metals for money ; similarity of funeral rites, and even of fairy
tales, such as that of Tom Thumb, which the * folk-lorists *’ find
to-day with little variation all over the world.

The use of the abstract mecthod—the *let us suppose,” so
familiar to the Ricardian and so obnoxious to the Historical school—
cannot therefore be rejected altogether. The labyrinth of economic
fact is much too intricate for us ever to find our way, or to unravel
those fundamental relations which are the material of every science,
by the help of observation alone. We have to appeal not only to
abstraction, but to imagmation, i.e. to hypbthesis, in order to
bring light into this darkness and order into this chaos.

The true method procceds by three stages :

(1) By observing facts, without any preconceived idea, particularly
those facts which appear at first sight the most insignificant.

(2) By tmagining a gencral explanation, which will enable us
to connect groups of facts in the relation of cause to effect : in other
words, by formulating a kypothesis.

(8) By verifying the soundness of this hypothesis, ascertaining
either by experiment in the strict sense, or, if not, by observation of
a special nature, whether it fits the facts. )

This is, morcover, the method employed even in the physical and
natural sciences. All the great laws which form the basis of modern
scicnce—beginning with Newton’s law of gravitation—are but
verified hypotheses. We may go fuither, and say that the great
theories which have served as basis for the scientific discoveries of
our time—for example, that of the existence of ether 1n the physical
sciences, and the doctrine of evolution 1n the natural sciences—are
only hypotheses not yet verified.!

1 See Claude Bernard’s Introduction d létude de la médecine expérimentale and
H. Pomncaré’s Réle de Uhypothése. As Jevons pomnted out in his Principles
of Science, the method employed by the sciences to reach the truth is like
that used unconsciously by those who try to find the answers to puzzles on the
last pages of 1illustrated papers, To guess the meaning of these puzzles they
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The mistake of the Classical school, then, lay not in making too
much use of the abstract method, but simply in taking too often an
abstraction or a hypothesis for the reality : as, for example, after
assuming its ‘“homo ceconomicus,” moved solely by personal
interest, which it had a perfect right to do, to believe in his real
existence or to see nothing besides him in the economic world.

And this school is by no mcans dead. It lives again at the
present day in two new schools.

First, the Mathematical school, which looks on the relations that
arise between men, under every given circumstance, as relations of
equilibrium, similar to those studied in applied mathematics, and,
like thcam, susceptible of being expressed in algebraic equations.
To this end, the problem must be reduced to a number of given
conditions, the rest being abstracted exactly as is done in applied
mathematics.!

Secondly, the Psychological school, also called the Austrian school,
from the nationality of its most eminent exponents,® which devotes
itself exclusively to the theory of value, making it the ccntre of
economic science. And, as value, according to this school, is only
the expression of man’s desires, economic science is naturally reduced
to a study of man’s desires, and of the causes which affect their
intensity—that is to say, to a very subtle psychological analysis.
For is not the old Classical principle of maximum satisfaction
with minimum effort, which it has rejuvenated under the name of
the hedonistic principle (from a Greek word meaning pleasure,
enjoyment), altogether psychological ?

These two schools, then, as we see, carry the deductive method
to its extreme consequences. But we must give them the credit of
not falling, like the old Deductive school, into the trap of their own
speculations. They set forth their hedonistic principle and their

imagine some meaning or other, and then ascertain whether 1t really fits the
figures or pictures ; if 1t does not, 1t 1s a hypothesis to be rejected. They then go
on to imagine others until thsy have better luck or lose courage altogether.
The seeker will never find anything in the facts unless he has already in his
mind some mental forecast of tho truth.

1 The Mathematical school, mmaugurated without success by Cournot in
France (Recherches sur les principes mathématiques de la théorie des richesses, 1838)
many years ago, has recently been brought into credit by Jevons, Marshall
and Edgeworth in England, Walras (a Frenchman) in Switzerland, Pantaleoni
and Vilfredo Pareto in Italy, Gossen and Launhardt in Germany, Irving Fisher
in the United States.

2 Professors Karl Menger, Bohm-Bawerk, and Wieser. The subtle theories of
this school have been well summed up 1n a little book by Professor W. Smart,
Introduction to the Theory of Value (2nd edition, 1910).
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abstractions as no more than hypotheses necessary to establish the
science pure.*

On the other hand, if the abstract method of Ricardo has come
to life again in the Mathematical and Psychological schools, we may
also say that the naturalistic method of J. B. Say has come to life
again in the Organic school. This last makes Political Economy an
annex of natural history and biology, by assimilating human
societies to living beings, and all their institutions to analogous
organs, thus transposing physiological laws into the realm of social
laws.? The railway system corresponds to the arterial and venous
system, telegraph wires to the nervous system, the rich are the
‘* adipose tissue,” and the Stock Exchange is the ‘ heart.”

But this last school, which had a momentary success, has lost
much ground. A number of sociologists to-day object to such
assimilation. Herbert Spencer himself, who, most brilliantly of all,
had worked out this analogy in his Principles of Sociology, protested

1 « Political Economy pure,” says M. Walras 1 his Eléments d’Economie
politique pure, “is essentially the theory of the determination of prices, under a
hypothetical system of absolute free competition.” M. Pantaleoni even makes
the hitherto unheard-of admission (Principii dv Economia pura) : * The question
whether the hedonistic or psychological hypothesis from which all economie
truths are deduced coincides or not with the motives that actually determine
man’s actions, does not affect in any way the accuracy of the truths deduced
from it.”

2 See Schaeffle’s great work, Bau und Leben des Socialen Korpers ; R. Worm'’s
Organisme et Société. This school points out in particular :

That every organic body is composed of innumerable cells, each with its
own lfe and individuality, so that every living being is in reality nothing more
than an assoctation of thousands of millions of infinitely small individualities,
which, as Claude Bernard says, unite and are yet distinct like men holding one
another bv the hand

That every organic being 1s subject to the law of the physiological division of
labour. In the lowest orgamsms, all functions are undifferentiated, and the
organs are merged in a formless and homogeneous mass ; but as organisation
becomes more perfect the different functions of nutrition, reproduction, loco-
motion, &c., become differentiated, each disposing of a special organ. Thus
the more divided the physiological labour, the more perfect the organism.

That every living being 18 the seat of a perpetual movement of exchange and
curculation, an exchange of services and even of materials; for it is obvious that,
it & function of the organism is to become specialised in one single organ, the other
organs must fulfil the other functions essential to life and communicate the
benefits to 1t.

That even credst1s as indispensable to the functioning of living beings as 1t is
to that of the social organism. *“If an organ in the individual body or in the
body politic is suddenly called into great action, that it may continue responding
to the increased demand, there must be an extra influx of the materals used in
its actions ; it must have credit in advance of function discharged ”’ (H. Spencer,
Principles of Sociology, part ii, chap. ix),
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later against any attempt to assimilate living organisms and human
societies.!

II1: SCHOOLS AS DISTINGUISHED BY THEIR SOLUTIONS
It is not merely in regard to method that economists differ in
opinion. On such questions as their programme of action, their
social policy, as the Germans call it, that is to say, the solutions to
be proposed, they are divided into almost as many schools as are
philosophers. This is undeniably a sign of weakness. And it is little
enough consolation to say that Political Economy has been in existence
hardly more than a century, and that this defect will pass with age.
Other sciences, scarcely more than a generation old, have managed
to constitute a body of principles solid enough to secure the almost
unanimous adherence of those who are interested in them. We need
not lose all hope of ultimately finding a similar unanimity among
economists as regards the methods of observing facts, and of
explaining the relations between them ; but, unfortunately, as regards
the ends to be kept in view, the ideals to strive for, and the right
methods of realising them, such a hope is hardly possible.
Differences such as these cannot cease until the moral, political
and social unity of the human race is realised.

In the economic movement of the present time, we may dis-
tinguish five schools, or tendencies, with very marked characteristics.

(A) ToE LIBERAL ScHOOL

THE first of these schools, sometimes called the Classical school,
because all the founders of Political Economy--the Physiocrats,
Adam Smith, Ricardo, J. B. Say, J. S. Mill >—belong to it; some-
times the Individualist school, because it sees in the individual at

! And an eminent Sociologist, M. Tarde, has broken still more resolutely with
this tendency, declaring that the ‘ science of sociology ** will not begin to develop
until it has finally cut the umbilical cord that binds it to its mother, biology.
But even this 13 too great a concession, for we do not in the least believe that
biology is *“ the mother  of sociology.

2 To quote further, among deceased writers only: Dunoyer (Liberté du
Travail, 1845), Bastiat (Harmonies, 1848), Courcelle-Seneuill and Léon Say, in
France , MacCulloch, Senior and Cairnes, in England ; Ferrara in Italy ; Carey
and Walker in the United States. The English Liberal school 19 sometimes called
the Manchester school, as it was in Manchester that 1ts Free Trade principle carried
the day. 1t 1s mn France that this school has retained, up till now, the largest
number of followers—nearly all the economists’of the Institut and of the Société
d’Economie politique, etc. Thelate M. de Molinari, ex-editor of the Journal des Eco-
nomastes, was 1ts head, and his successor, M. Yves Guyot, its truest representative.
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once the motive force and the end of economic activity ; and some-
times called ironically by its adversaries the Orthodox school, because
‘of the somewhat dogmatic character of its assertions and the disdain
it has somewhat too frequently shown to so-called heretics, has
declared over and over again that it will accept no other name than
that of the Liberal school. It is better, therefore, to kcep to this
last name exclusively ; for besides being quite characteristic of it,
the word “liberal ”” fits in well with its time-honoured formula,
laisser faire, laisser passer. But is it really a school? Its partisans
deny this somewhat loftily, claiming to represent the science itself.
They give themselves the simple name of Economists, a name which
even their opponents for the most part allow them. It is true that
the origins of this school go back to those of economic science itself.
Its doctrine is very simple, and may be summed up in three points :

(I) Human socictics are governed by natural laws which we
cannot change even if we would, since they are not of our own
making. Even if we could, we should have no interest in changing them,
because they are good, or at least the best possible.! The task of
the economist is limited to discovering the play of thcse natural
laws, and the duty of individuals and of governments is to try to
regulate their conduct by them.

(2) These laws are in no way opposed to man’s liberty or to
individual effort, the first and sole motive in social evolution. They
are, on the contrary, merely the expression of the relations which
arise spontaneously between men hiving in society when left to
themselves and Iree to act according to their interests. Where this
is the case, a harmony arises between these apparently antagonistic
individual interests, a harmony which is in the essence of the
natural ordcr, and far superior to any artificial combination that
could be imagined.

(3) The role of the lcgislator, then, if he would secure social
order and progress, is limited to devcloping, as far as possible, these
individual initiatives, to removing all that might impede them, and
to preventing them simply from prejudicing one another. Con-
sequently the dntervention of authority should be reduced to the
minimum indispensable to the security of each and all—in a word,
to laisser faire?

1 “The laws which govern capital, wages, the distribution of wealth are as
good as they are inevitable. They gradually rase the level of mankmd "
(Leroy-Beauleu, Précis d’Economae politrque).

2 ““We assert that it 15 enough to observe them (these natural laws), levelling
the natural obstacles that impede their action and, above all, refraining from
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Such a conception is certainly not lacking either in simplicity
or grandeur. Whatever may be the fate in store for it, it at least
possesses the merit of having helped to constitute economic science ?
and if other doctrines are one day to take its place, it will none the
less remain the foundation on which they will have built.

But it has been justly reproached with a strong tendency to
optimism, that is to say, a tendency to palliate injustices and to
present evils as a condition of progress: poverty, for example, as a
necessary sanction of the law which imposes labour and foresight on
mankind.! This tendency is most marked in the French school,? and
has drawn upon it the epithet of * hard,” an epithet which is quitc
out of place as we are speaking of a scientific conception, but which
must be taken as mecaning that this school has become hateful to
those who are suffering and who are looking for some alleviation of
their woes. What matter, it might answer, if such be the truth
But this is the very point. Its doctrine seems to be inspired less by
a truly scientific spirit than by a predetermination to justify the
existing order of things. The following criticisms may be urged
against it :

(Z) First, the idea that the existing economic order is the
natural order in the sense that it is the spontaneous result of natural
laws and of liberty, and that it is, therefore, if not all that it
should be, at least all that it can be, does not seem well founded.
History shows that this order is only too often the result cither
of war and brutal conquest (the appropriation of the soil of England
and Ireland by a small number of landlords, for instance, has its

putting artificial obstacles 1n their way, for the condition of mankind to be as
good as 18 consistent with the advancement of his knowledge and his industry.
Our gospel may therefore be summed up in these four words : * laisser faire, laisser
passer’ ” (De Molinari, The Natural Laws of Political Economy). The same idea
has been expressed in the somewhat sophistical words, ‘‘ Political Economy ia
no more the art of organising societies than astronomy is the art of turning the
planets.” The whole of Bastiat’s celebrated Harmonies Economigues is nothing
but a development of this idea.

1Tt 1s good that there should be lower places in society for families who
behave badly. Poverty 1s this much-dreaded hell ”’ (Dunoyer, Liberté du Travasl).

2 [t reached its height in Bastiat’s Harmonies économiques, and in Dunoyer’s
La Liberté, but 1t 18 also to be found in the writings of contemporary economusts.
See M. Paul Leroy-Beaulieu’s book on the distribution of wealth, which bears
the significant sub-title ““ or the tendency to a lesser inequality of conditions »

This optimism is much less marked in the Enghsh school, which, in some
respects, shows itself distinctly pessimastic, particularly in the theories of Ricardo,
Malthus, and even of J. S. Mill, regarding the laws of population, of rent, of wages,
as fixed by the minimum of subsistence, of diminishing returns, of the stationary
State, etc., which we shall disouss further op,
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origin in conquest, usurpation, or confiscation) or of legislation
dictated by certain classes of society for their own profit (succession
daws, fiscal laws, etc.). If, therefore, the world were to be made over
again, under conditions of absolute liberty, there is nothing to
prove that 1t would at all resemble the world of to-day.

(2) Secondly, even if the prevailing order were the natural order,
we should still have no rcason to conclude that the economic facts
and institutions, such as property and the wage-system, which exist
to-day must be of a permanent and immutable nature. Any such
conclusion would be a pure sophism. If, as contemporary science
tends to believe, the natural law par excellence is that of evolution,
then we must admit that natural laws, far from excluding the idea of
change, always presuppose it. If, for example, we claim that, just
as the wagc-system (salariat) succceded scrfdom and slavery, so it,
in its turn, must disappear, and give place to co-operation or some
other unnamed state, our line of argument may be criticised, but it
cannot be accused of being in contradiction with natural laws,
since, by these same natural laws, the flower follows the seed and
the fruit follows the flower on one and the same plant.

(3) Admitting that the economic order is subject to natural
laws, we have still less right to conclude that these laws are neces-
sarily good, or at least the best possible. There is no apparent
reason why Nature should have the happiness of mankind as her
end. Moreover, to hold that man is condemned always to abstention
is to have too low an opinion of human activity, which is, indeed,
exerted daily, and in the most effective manner, in modifying facts
of the physical order in accordance with our wants. And this
reasoned action of man on natural phenomena is in no wise incom-
patible with thec idea of natural law : it is, on the contrary, closely
bound up with 1t.!

No doubt there are facts which, by their immensity or their
remoteness, are beyond the reach of human action : phenomena of
the astronomical, geological, or even meteorological order. All that
we can do in this case is to submit to them in silence. Our faculty
of foresight is not able to save us from the shock of a comet or from
an earthquake. But how many other spheres there are in which our
knowledge is almost supreme! Most of the more important com-
pounds of inorganic chemistry have been created by the scientist in
his laboratory. When we sec the cattle-breeder and the horticulturist

1 As M. Espinas pertinently says (Sociétés animales): “If human activity
were mcompatible with the order of phenomena, the act of boiling an egg would
have to be considered a miracle,”
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ceaselessly modifying animal and vegetable forms and creating new
races, it would seem as if living nature allowed herself to be moulded
as docilely as inert matter. Even atmospheric phenomena do not
altogether escape the action of human industry,which, by the judicious
clearing and planting of forests, makes bold to modify the régime of
the winds and waters, and to repeat, as it were, the miracle of the
prophet Elijah, by bringing down from heaven the rain and the dew.
A fortiori, may our activity affect economic facts, for the very
reason that they are the acts of man, and we have thus direct hold
over them.! Here, no doubt, as in the sphere of the physical sciences,
our action is confined within certain limits which science seeks to
determine, and which all men, whether acting individually through
private enterprise, or collectively through legislation, should en-
deavour to respect. Bacon’s well-known adage, nature non imperatur
nisi parendo (we can only govern nature by obeying her), is to the
point here. Alchemy tried hard to turn lead into gold ; chemistry has
given up this vain attempt, since it has realised that these are two
simple, or at least two irreducible, bodies ; but it has not given up
trying to turn coal into diamonds, since it has found that they
are but one body in two different states. The Utopian tortures
nature uselessly for that which she cannot give ; the scientist asks
her only for what he knows is possible. But the sphere of this
*“ possible ™ is infinitely vaster than the Classical school imagined.

(B) THE SociALIST SCHOOLS

THE Socialist doctrine is as old as the Classical doctrine : we may
even say that, chronologically, it came first ; for there were socialists
long before economists were heard of. Still, it was not until economics
had become scientific in character that socialism, in shcer
antagonism to it, took distinct form. As the tcnets of these schools
are mainly critical and are very divergent, they are much more
difficult to formulate than those of the preceding school. We may,
however, sum them up as follows : ?

1 Even the representatives of the Determimst school, who deny free-will
(and this cannot surely be the case of the school which calls 1tself ““ Liberal ),
allow man the power of modifying the order of things in which he hives. They
simply make the reservation that every modifying act of man 18 itself necesearily
predetermined ; but this is a question of pure metaphysics which we need not
consider here. (See, besides, what we have said on this subject, p. 8, note 1.)

3 Leaving aside the long line of precursors which may be traced back to
Plato, socialism has had for its chief representatives during the last century :
in France, Saint-Simon (Systéme Industriel, 1821), Fourier (Association domes-
tique agricole, 1822). Proudhon (Qu’est-ce que la sropriété? 1840) ; in England,
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{I) All the Socialist schools see the essential cause of social
disorder. in the concentration of wealth in the hands of a small
‘number of parasites, who thus have the power to exploit the masses
and to make the many work for the profit of the few : paucis humanum
genus vivit.

They therefore look for a new order of things, in which the
private ownership of capital and its obverse side, the wage-system,
will be, if not altogether abolished, at least more and more limited.
And according as these schools are more or less exacting on this
essential point, they may be classed thus: the communists, who
want the abolition of private property in everything ; the collectivists,
who demand the abolition of private property only in goods necessary
for production; the agrarian socialists, who are content with the
abolition of private property simply in immovable goods, lands
and houses.

For the rest, the features of the future society are very hazy.!
The older socialists (Sir Thomas More, Saint-Simon, Fourier), dis-
dainfully called Utopians, whose doctrines to-day are quite unjustly
discredited, built their whole structure 1n one piece on some a prior:
principle of justice; they proposed systems. The -collectivists,
who take the proud title of scientific socialists, refuse to propose
systems, and confine themselves to showing how the future society
will create itself and is already doing so under our eyes. The most
original and interesting part of their thesis is that wherein they
show this future society already contained in embryo, as it were,
within those of our modern societies that are ready to give birth
to it.

(2) These Socialist schools by no means claim, as the Classical
economists accuse them of doing, that the social order can be changed
from top to bottom by a revolution or a decree. They also believe
in evolution ; but they hold that revolution, meaning thereby the
sudden bursting forth of a latent and slowly ripening process, is one
of the normal modes of evolution, and not of social evolution only,
but of biological and geological evolution also. Earthquakes are
one of the factors which determined the present form of our globe,

Owen (whose principal work, New Views of Society, was published in 1812) ; in
Germany, Karl Marx (Kapital, vol. i, 1867, and three posthumous volumes),
Lassalle (Bastiat und Schulze Delitzsch, 1864). France gave the strongest impulse
to socialism up to the middle of the mineteenth century, since when 1t 18 the
Germans who have given 1t its charactenstic physiognomy.

1 Qee, however, various anticipatory descriptions of this future society
from the Collectivist point of view 1n Schaeffle’s Quintessence of Soctalism and in
Le régime socialiste, by George Renard.
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and the chicken has to break its shell before it can come out of the
egg. Every birth, indeed, is a kind of revolution.

We may even say that the Socialist schools are more determinist
than the Liberal school in this, that they assert the all-powerfulness
of the environment over the individual. This was the doctrine of
Owen and Fourier, and in the Marxian school it became confirmed
under the name of historical materialism. By it is meant that facts
of the economic order, particularly those relating to productive and
industrial technique, determine all social facts, even the highest and
apparently most remote facts of the political, moral, religious, and
ssthetic orders. Marx wrote : “‘ In changing their mode of produc-
tion, men change all their social relations. The hand-mill will give
you society with the suzerain; the steam-mill, society with the
industrial capitalist.” And the socialists make bold to explain by
purely economic causes the advent of Christianity, the Reformation,
or the Renaissance, the struggle of the Guclphs and Ghibellines, or
of the Whigs and Tories, and anything else besides.!

Still, this determinism has not the fatalistic character attributed
toit. For, even if social evolution is determined by the substitution
of the steam-mill for the hand-mill, it must not be forgotten that
both are products of human industry, and that consequently the
collective action of mankind is itself the first factor of this evolution
which bears it along and outstrips it.

(3) The Socialist schools are generally inclined to widen, as far
as possible, the scope of collective powers, whether represented by
the State, the communes, or working-men’s associations, since their
aim really is to transform into a public service all that is tc-day in
the hands of private enterprise.

It is, however, simply as a transitional measure, in order to trans-
form individual into collcetive enterprises, that socialists advocate the
extension of the functions of the State. Once this is accomplished
they will abolish the State altogether. For, far from being in favour
of it, they profess the greatest contempt for it as it is to-day ; the
‘“ bourgeois State,” as they call it—that is to say, the Statec as

1 See, in particular, Loria’s eloquent book, Economsc Bases of Social Organisa-
tion. This doctrine of historical materialism obviously contains some truth,
inasmuch a5 1n order to do anything at all man must first eat, and economic
facts in this sense precede all others But it is one thing to say that a certain
understructure 1s the necessary basis of all civilsation, and quite another to
say that it determines this civihisation. It 18 simply the ground from which
flora of all descriptions may spring. Besides, the Marxian socialists themselves
no longer accept this doctrine in an absolute sense, and its value now Lies mainly
an 118 protest against the sdeological method.
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politician and employer with the same interests as individuals. In
their plans for social reorganisation socialists avoid even the use of
the word State, employing rather the word Society. In the socialist
scheme, the State is to drop its political character altogether and
become simply economic; eventually it will be no more than the
committee of management of a kind of immense co-operative society,
embracing the whole country. This is where the distinction comes
in between Socialism pure or Labour-Socialism (‘‘ Democratic
Socialism, as it is called in Germany), and the State Socialism which
we shall discuss presently.

(4) Lastly, the outstanding characteristic of present-day socialism
is that it is exclusively working class, that is to say, it admits no other
interests than those of the working class and considers the interests
of the other classes of society as necessarily antagonistic to those of
the workers.! The middle classes, or capitalists, have played their
part, which was the forming of the present society, but, having
become parasites, they must now be eliminated. Hence the emphasis
laid on class conflict, which is the essential principle of the socialist
programme. This characteristic, it must be observed, did not exist
n the older socialism, nor even in that of 1848 ; nor is it to be found
in the present form of socialism which goes by the name of
Anarchism® The working-class or proletariat nature of socialism
has become confirmed only since the advent of Marxian Socialism,

1 Fourier wanted a world in which every one was happy, “ even the rich.”

* Among the various Socialist schools, the Anarchist school stands out with
such marked features that a special category should be reserved for it. The
word “ Socsalistic,” indeed, hardly apples to it, since its characteristics, on
the contrary, are an ultra-individualism and a horror of all regulation and all
constraint It appears rather as an extreme development of the Liberal school,
for it stands, hike the latter, for perfect freedom (it calls itself quite readily
“ gocialisme libertarre ”’). But, while the Liberal school is content to reduce the
role of the legislator to a& mimmum, the Anarchist school does away with law
altogether. It shares the optimism of the former school and exalts, like it, the
harmony of natural instincts when left to themselves. But where it differs
greatly from the Liberal school and allies itself to Socialism is in its belief that
private property is incompatible with the full independence of the individual, or,
at least, that it can give independence to some only by taking it from others.
As M. Wilfred Monod, a Christian Sociahist, has cleverly put it, *“ Is not what 1s
called priwate property what de-prives others?” The Anarchist theory is
generally supposed to have originated in Russia; one reason being that it has
mostly becn taught by two Russians, Bakunin (who died in 1876) and Kropotkine ;
and another, that it 13 generally confused with Nihilism, although this doctrine,
which is mainly political, has no connection with it. In reality, however, the
Anarchist doctrines have spread in hardly any but the Latin countries—France,
Spain and Italy.
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and it is most clearly stated at the present day in Syndicalism, which,
as the name indicates, has taken for its organ the syndicate, since
the syndicate, by definition, can be composed only of workers. For
the same reason the Revolution is prophesied to-day in the specifically
working-class form of the General Strike.

It is impossible in this chapter to weigh the grievances of the
Socialist school against the existing order of society ; we shall come
upon them constantly in the course of this book. We may say
here, however, that the rapid growth of socialism in every land is easily
explained by the elements of truth which it contains, and that, in
so far as it is a critical doctrine, it has had rather a salutary influence
than otherwise on the minds and tendencies of our time.

But as a positive doctrine, i.e. as a plan for reorganising the
economic conditions under which we live, it has failed. All the
systems which it formerly proposed, after having recruited a few
enthusiastic disciples, have cither been abandoned or linger simply
as vague hopes. As for Collectivism, or the so-called Scientific
Socialism, it has refused to formulate a plan of organisation, and has
even had to disavow the plans prematurely sketched out by some
of its bolder spirits. We shall return to the discussion of Collectivism,
however, in Book III.

(C) StATE SociaLisM—THE ROLE OF THE STATE

Tuis doctrine is by no means to be confounded with the pre-
ceding one. It comes forward, on the contrary, as an antidote to
such socialism, and is; as a rule, looked on with as much favour by
governments, and sometimes by despots, as the former is by revolu-
tionaries. It 1s one, in its origins, with the Historical school. The
latter school first split off from the Classical school on a question
of method only, but was not long in differentiating itself in its
tendencies and its programme also. It began by rejecting altogether
the characteristic principle of the Liberal school, laisser faire. It
gave science a practical aim, and considered the old distinction
between art and science as out of date, at least where the social
sciences are concerned. It thus came back to the conception of
the first economists. It holds, indced, that we cannot think of
modifying economic institutions in any other direction than that
indicated by history; but that, along that particular line, we can
and must do so; science, therefore, contains art, just as the past
contains the future. What 4s, what will be, what must be, are
inseparable. For example, while the Classical school considers
the private ownership of land and the wage-system as final insti-



ScHOOLS AS DISTINGUISHED BY THEIR SOLUTIONS 27

tutions, due to nccessary and general causes, the Historical school
looks on them simply as historical categories, due to diverse causes,
which have taken on very varymng forms in different countries and
at different times.!

For the very rcason that this school attaches so little importance
to the idea of natural law (see p.12), it attaches grcat importance
to that of positive laws, emanating from the legislator, and sees in
them one of the most powerful factors of social evolution.? It is,
therefore, inclined to extend considerably the scope of State action,
and does not share in any way in the antipathies or the distrust of
the Liberal school in this respect.

State Socialism has, of late, had a great influence both on the
minds of men and on legislation. The great legislative movement
known as Labour Legislation, which began in the last quarter of the
nineteenth century, the trcaties concluded among States for the
international regulation of labour, the moral and often pecuniary
support lent by the State to a host of social institutions, are in large
measure due to it. It has certainly rendered great service to economic
science by widening the narrow, factitious point of view, which had
quite satisfied the Classical school, with its intentional simplicity and
irntating optimism. It has stirred economic science out of its
systematic aloofness, and has tried to find some other answer to the
old question of human poverty, * What is to be done ? > than the
mere barren laissez faire.

It has been of use, too, in showing how the extreme mistrust of
the State manifested by the Liberal school, which scarcely leaves
the State any other rolc than that of preparing its own gradual
abdication, has neither a scientific nor a historical justification.
The role of the State has been an important one, and in spite of
certain appcarances it is becoming more so.

1 Further, 1f we are to believe the Historical school, the hedonistic principle
itself is by no means an mnate mstinct, universal, existing from all time. In
primitive societies (and even nowadays 1n societies in which men have kept their
primitive habits) the principle of man’s life 1s not to get the greatest gain. It
is only 1n his relations with foreigners, ¢.e. with enemies—for the two words were
synonymous to the ancients—that he has acquired 1t ; and 1t was 1n proportion
as trade with the outside world grew, swallowing up and dominating private
relationships, that the churlish rule of the market (the frontier march), where ex-
change was made at the sword’s point, became the law of economic relations (see
Brentano, Une lecon sur ¢’ Economie classique, Revue d’ Economee politique, 1889).

2 “The laws with which political economy 18 concerned are not laws of
nature ; they are decreed by the legislator. The former escape the action of
man’s will; the latter issue from it” (De Laveleye, Eléments d’ Economie

polatrque, p. 17). B
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In the first place, the State has always made the laws, and it is
the laws which give rise to rights. And what an influence, even
from a purely economic point of view, have Law and Right
had on social relations, through property, heredity, contracts,
sales, loans, hires! True, it is said, the State does not create
laws or rights, but simply gives a sort of formal consecration, as it
were, to what custom ha$ already created. It is for this reason,
said the Physiocrats, that the word legislator is used, not legisfactor.
Without disregarding the element of truth contained in this, or
falling into the opposite extreme, hke Hegel, whose conception
of the State as the conscience of the nation has had so much influence
on the growth of State Socialism in Germany, it is easy to show
how inadequate is this conception. When we see the State to-day
prohibiting by law the use of absinthe, pornographical publications,
gambling, do we really think that it is only following and consecrating
custom ? Is it not rather fighting custom ?

Such as it is, and badly organised as it may have been, we must
not forget that the State, to go no further than the economic sphere,
has done great and fine things in history which private initiative
had been powerless to effect—the abolition of slavery, of scrfdom,
of guilds, the regulation of labour, the protection of children, the
laying of roads, the sanitation of citics. No doubt these reforms
were instigated in the first instance by individuals. Can we ever
forget the part played by Wilberforce and Mrs. Beecher-Stowe in
the abolition of negro slavery, or that of Lord Shaftesbury in the
declivering of children from factory labour ? It is evident that the
State must be set in motion by individuals, and that it can act only
by means of individuals—the State is always some one, whether
hero or mere official—ncvertheless, it is by the power of the
State that the good intentions of these individuals come to be
realised.!

There are only two serious objections to State Socialism.

The first, an objcction of principle, is that the State, even when
carrying out reforms good in themselves, can, as a rule, only do so
by law, i.e. by constraint. But we must point out that in every
association, even voluntary, individuals have to submit to the will
of the majority, 7.e. to constraint. The State, again, does not
always act by coercion. Very often it works by way of example, as

1 See in this connection Dupont White, I'Indtvidu et I’ Etat (1865) ; Hamilton,
Le développement des fonctions de UKtat dans leurs rapports avec le drowt con-
stitutionnel (Revue d'Economie politique, 1891); Cauwes, Cours d’Economie
politique, vol. i, Book I, 3rd edit.
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employer in its yards and workshops ; or by way of help, as when it
creates roads, ports, canals, telegraph lines, or subsidises industries,
such as railways, or institutions due to private initiative—e.g. benefit
societies, loan socictics, unemployment and superannuation funds,
ete., or when it directly organises institutions in order to hand them
over to those for whom they have becen created, such as professional
schools, savings banks, insurance, etc.

The second, a practical objection, is that the State has often
shown the most deplorable incapacity for dealing with economic
matters, and often, too, has allowed itself to become a party
instrument rather than the organ of the common good.! This is
only too true, but these defcets are due not so much to the nature
of the State as to its organisation. We sce no essential reason why
the State, which, after all, is but an association, should necessarily
be inferior to any other of thc large companies which are taking
over more and more the dircetion of cconomic affairs. It must not
be forgottcn that, even in the countries most advanced from the
democratic point of view (particularly in these, we might say), the
State has been organised solely in view of s political, not of its
economic, functions, the latter being even subordinated to the former.
We have only to point to the influence of electoral interests when
the building of a raillway is at stake. The rudimentary division of
labour in a government, the instability of its power, the arbitrary
way in which public offices are distributed, the rough-and-ready
organisation of universal suffrage, which often does not cven represent
the will of the majority, may render the State at present unfit to
dcal with economic questions. But we may be permitted to hope
that, so soon as it is constituted with due regard to its new duties,
it will be able to excrcise a more economic and effective action than
has hitherto been the case.

These general remarks are enough for our present purpose;
we shall come across the question of State intervention and the
criticism which it calls forth, in each of the four main divisions
of this book :

In production, the State as industrial entrepreneur, or as sub-
sidising and controlling certain private enterprises ;

In circulation, the State as regulating banks and international
trade, and minting moncy ;

In distribution, the State interfering in the distribution of for-
tunes by 1its laws on property, succession, loans at interest, lcases,

! See Herbert Spencer’s celebrated pamphlet, Man versus the State.
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wages, and taking its own share by a tax on the income of each
citizen ;

Even in consumption, certain forms of which the State prohibits
or controls.

(D) CHrisTIAN SociAL REFORM
Tuis school shows two tendencies, which start from the same point
but follow quite opposite directions. They correspond to the two
great branches of the Christian religion to which the countries most
advanced, economically, belong.!

(1) The Catholic school, like the Classical school, firmly believes
in the existence of natural laws, which it calls laws of Providence,
thal govern social as well as physical facts.

Only, it believes that the working of these laws of Providence
may be profoundly disturbed by a wrong use of man’s liberty,
and that this is precisely what has taken place. Through the
fault of man, through Adam’s sin, the world is not what it ought to
be, what God would have had it be. Unlike the Liberal school, this
school is not at all optimistic. It does not consider the social order
as good, nor even as naturally tending to become better. Above
all, it has no confidence in the laisser faire policy for restoring
harmony and securing progress, since, on the contrary, it sees in
this proud faith in freedom (which it calls liberalism) the true
cause of social disorganisation.

The vehemence of the criticisms which the Catholic school
directs against the present order of things, against capitalism,
profit, and interest —which it still stigmatises, as it did in the Middle
Ages, by the name of usury (usura vorar)—against share-holding
companies, free trade, and all forms of internationalism, in particular
against competition, has earned it, on the part of the Liberal
Economists, the name of Catholic Socialism. This name it strenuously
disclaims ; and, in spite of certain points of view common to both, it
differs toto orbe from the Socialist school. In the first place, it aims
in no way at abolishing the fundamental institutions of the present
social order—property, succession, the wage-earning system—but
rather at consecrating them by imbuing them with the Christian
spirit. In the second place, it has no belief in evolution, or in the
indefinite progress of the human race and looks less to the future for
its ideal than to a revival of the spirit which animated the institutions
of the past, and procured for man a relatively happy life : to a return

1 For fuller details, see Catholic Socialism, by Nitti, translated into English,
1895,
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to country life, for instance, and to the professional guilds ot
employers and workmen.

In general, this school is not hostile to the intervention of the
State, which is, after the Church, ‘ the minister of God . . . for
good.” ! It goes the length of formally claiming intervention,
in order to secure to the working classes the seventh day of rest, the
regulation of labour, and even a just wage. Still, a small section
of the Catholic school is as much opposed to State intervention as is
the Liberal school itself, and this question has given rise to lively
quarrels among its members.?

It is to this Liberal branch (in the economic sense of the word)
of the Catholic school that the school of Le Play, to which we have
already referred @ propos of method, is attached. But his school is
still one with the Catholic school : first, in the predominance which it
gives to moral and religious feeling in the economic order ; secondly,
in its distrust of evolution and natural progress, and its lively hostility
to the * false dogmas ” of the French Revolution ; thirdly, in the
very great importance which it attaches to the organisation and
stability of the family (the stock), thc preservation of patrimony,
and the freedom of bequest.®? As its aim is above all to restore
order and social peace, it hopes to attain this by a threefold authority :
that of the father in the family, that of the employer in the workshop,
that of the Church in society ; but this is on condition of reciprocal
duties on the part of these ““ social authorities.”

The strongest objcction that can be urged against this school,
putting aside all controversy bearing on politics and religion, was
formulated long ago by J. S. Mill, when he said, ** all privileged and
powerful classes as such, have used their power in the interest of
their own selfishness.” * There is good reason to fear that the
authority of the directing classcs, if ever the task of solving the social
question were entrusted to them alone, would but confirm the sad fact
pointed out by Mill.

1 St. Paul, Epistle to the Romans, chap. xiii, verse 4.

2 For the interventionist Catholic school, sec Father Antoine’s Cours, and
for the anti-sociahst and anti-interventionist school, M. Rambaud’s Trasté
&’ Economie politique.

3 Le Play’s school is itself divided into two branches : one which has remained
faithful to Le Play’s teachings as regards social policy and the solution of social
questions, and which has La Réforme Sociale for its organ in France ; the other,
a dissenting school, which bas devoted itself more particularly to method and
to the classification of social facts. Its leaders were Demolins and the Abbé
de Tourville, and its organ La Science sociale.

¢ Principles of Political suconomy, edited by W, J. Ashley, p. 754.
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(2) The Protestant school takes no more kindly to the actual
economic order. It, too, denounces competition and the pursuit
of gain. It accepts property, but mainly as a social function. It
believes that the world must be radically transformed in order to
approximate to the * Kingdom of God,” the coming of which all the
faithful must expect and already be preparing on this earth.

Nevertheless, in its programme it does not present the same
unity as the Catholic school. It assumes different aspects in different
countries,

In England, the * Christian Socialists,”” as they were called
(Kingsley, Maurice, ete.), took a large part in the co-operative move-
ment of the middle of the nineteenth century, and co-operative
association still appears to English and American Christian Socialists
as the form best suited to a Christian society in so far as, by
eliminating competition and profit, and by putting into practice
mutual help, it is superior as an ideal to trade associations which,
in their view, arc more of a nature to encourage corporative egoism.
Is not every Protestant church, in fact, a co-operative association ?
In the Anglican Church, however, there is an important movement
for the nationalising of landed property : * The earth 1s the Lord’s
and the fullness thereof.”

In Germany. the Protestant school made its first appearance
with Pastor Stoccker under a somewhat anti-Semitic aspect and went
hardly further than State Socialism. To-day it is rapidly turning
towards Social Democracy, i.e. towards Collectivism. The same is
truc of Switzerland.!

(E) THE ‘‘ SoLIDARITY " ScHooL

SuMmMaRrY though our review of the various schools is, we eannot
pass over in silence one which is of recent date, but whose influence
is rapidly increasing—the school which has taken for its motto the
word ““ Solidarity.”

Solidarity, or the mutual dependence of men, so clearly visible
in the division of labour, in exchange, and, as regards succeeding
generations, in heredity, had alrcady been pointed out as a fact by
Leroux, Bastiat, and Auguste Comte. But they looked on it as a
natural law which had no need of human assistance, and was far

1 In France, although the number of Protestants is small, there are no less
than threo Christian-Social associations, the oldest of which, founded in 1887,
stops at co-operation, while the second and the third (quite a small school)
go as far as communism. See the review, Le Christianisme Social, edited by
M. Gounelle.
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from being always a blessing.  For solidarity in evil (e.g. the trans-
mission of diseases by contagion or heredity) is more obvious than
solidarity in good. It appeared to them, morcover, contrary to
justice, according to which each man is responsible only for his
own acts.

The Solidarity school, on the other hand, would transform solidarity
from a bare fact into a rule of conduct, a moral duty, nay, more, an
obligation sanctioned by law. What reason does it give for doing
so ? Simply that, as each one of our acts has its incidence, for
good or for ill, on our fellows and vice versa, our responsibility and
our risks are enormously incrcased. If there are miserable beings
in existence, we must help them : first, bccause we are probably
to some cxtent the authors of their misery, by the way in which
we have directed our businesses, our investments, our purchases,
or by the example which we have set,—and being thus responsible,
it is our duty to help them ; secondly, because we know that we,
or our children, may one day be the victims of their suffering ;
their disease will poison us, their depravity will demoralise us ;
it is, therefore, our interest, rightly understood, to help them.

Human socicty, then, must be transformed into a kind of large
association of mutual aid, in which natural solidanty, adjusted by
the goodwill of each, or, lacking this, by legal restraint, will become
justice ; 1n which each man will bear his share in the burden of the
others, and will receive his share of their gains. And to those
who fear thereby to lessen individuality, self-dependence, self-help,
the reply must be, that individuality is strengthencd and developed
no less in helping others than in helping onesclf.!

The Solidarity school is distinct from the Socialist school in that
it upholds what are called the bases of the present social order—
property, succession, freedom of bequest—and the inequalities to
which they give rise; but il lessens these inequalities by binding
the weak to the strong in a thousand bonds of voluntary association.
It also 'sanctions the intervention of the State in all cases where,
by regulating labour, insanitary dwellings, the adulteration of
food, ete., the law can prevent the degradation of the masses; or
where, by methods of compulsory insurance and providence, it
tends to inculcate a spirit of solidarity in the various classes. It
must not be forgotten that the State itself is but the most ancient
and imposing form of solidarity among men. No doubt, solidarity
acquires its tull moral significance only when it is willed, but the

! Vinet, the Protestant critic, has put it admirably : *“ To give oneself, one
must possess oneself,”
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solidarity imposed by law may be indispensable in preparing the
ground from which free co-operation is later to blossom.!

This doctrine has had the rare privilege of rallying round it
adherents from all points of the compass :—followers of the old
French 1dealist socialism of Fourier and of Leroux; disciples of
Auguste Comte ; mystics and @sthetes inspired by Carlyle, Ruskin,
or Tolstoy ; churchgoers no less than those who come from biological
laboratorics.2  But this good fortune is perhaps due to the fact
that its programme is as yet somewhat hazy. It is for this reason
that it has made but few recruits among the ranks of professional
economists.

1 M. Léon Bourgeois has sought to give a juridical form to this somewhat
vague conccption of solidarity. Every man, he says, s born with a debt to
society, in virtue of a tacit contract (which he calls a quasi-contract). This tacit
contiact s the result of the collective advantages—fruit of the labour of all—in
which he shares. He must therefore begin by paying this debt, by contributing,
for example, to the mnsurance, assistance and education of his fellow men, and by
other modes of contribution yet to be determined. Not until this prelminary
condition has been fulfilled should economic freedom and private property be
given full play. (See La Solidarité, by Léon Bourgeois, and also the volume,
Essar d’une Philosophie de la Solidarité, a series of lectures given by the Solidarists
n 1902, at the Ecole des Hautes Etudes Sociales.) The objection to this ingenious
theory 1s that there cannot be debtors without creditors. And 1t1s not easy
to see to whom in society the name of creditor or debtor should be apphed.
And this 18 a pomnt of importance! At first sight 1t might seem as if the
rich were the debtors and the poor the creditors (the latter are generally
referred to as the ““ disinherited ”’). But this 18 by no means certain. For 1t
is quite possible that the rich man may, 1n reality, have given much more to
society than he has received—a great inventor, for instance—and that the poor
man, on the other hand, may be mcapable or an invalid, and have given
nothing 1 exchange for what he has received. Are children, for example,
under this theory, creditors or debtors ?

2 Above all, this doctrine has had the good fortune to provide a large political
party, the so-called Radical party (of which M. Léon Bourgeois 13 one of the
leaders), with the social and economic programme which 1t needed 1n order to
remain distinct from Individualist-Laiberalism and Collectivist-Socialism. It
has enabled this party to uphold the principle of private property, while recog-
nising the rights of the proletanat, and to adopt as its aim the abohtion of the
wage-system, while refusing to accept the class conflict as a means to it,
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CHAPTER III: WANTS AND VALUE

I: THE WANTS OF MAN

MaN’s wants are the motive force of all economic activity, and
consequently the starting-point of the entire science of Economics.
The whole of Political Economy might, therefore, be brought under
this chapter.

Every hving being, in order to exist, develop, and attain its
ends, feels the need of borrowing elements from the outside world ;
and when these elements arc lacking, 1t first suffers and then dies.
From the plant (and cven from the crystal) up to man, this necessity
grows as individuality grows. Every want, then, in a hving being
gives birth to a desire, and consequently to an effort to obtain certain
outside objects,! since the possession of them brings him a satisfaction.

Man’s wants have various characteristics, each of which 1s of
great importance, for on each depends some great economic law.

(1) They arc unlimited in ﬁumber. It is this fact which dis-

1 The words want and desire, though often used indiscriminately (as we our-
selves shall uge them), must not be confused. Want has a physiological origin :
it consists 1n a fecling on the part of an organism that something 1s lacking, and
in a vague groping after what 1s missed  But the organism 1s, as yet, 1gnorant
of the exact object that will satisfy 1t. It 1s not until mstinet, invention, or
chance has revealed the object that 1t 1s desured, and that, secondarily, the means
of obtaining 1t are desired Desire 1s rather psychological ~ Thus, the want to
eat exists naturally, but the desire for bread or for pdté de fore gras could only
arise after corn had been discuvered or some progress made 1n the culinary art.
All men, again, feel a physiological want of stimulating and narcotic drugs,
owing to causes as yct but little understood; but this want remams unex-
pressed so long as tobacco, opium and morphine, ete., have not been discovered
Only then are these objects desired, and, for their sake, the pipe and the Pravaz
syringe. There 18 also a want 1n man for independence ; but 1t 18 not untal the
ownership of a piece of land appears to him the best means of securing this that
land begins passionately to be desired. It 1s with this idea that M. Tarde made
the proposition which, at first sight, appears paradoxical—* the first cause of
all economic desire 18 invention ”’ (Logique sociale, chap vin).

We see, then, that desire 1s created by want and dies out as soon as want is
satisfied , but, as wants are permanent, desire. as a rule, 18 not long 1n rcappearing,
and after 1t has been satisfied 1n the same way several times a habit 1s created,
that 1s to say, a specialised want, e g. not merely the want to smoke or to drink,
but to smoke a pipe or to drink absinthe. These secondary wants, which spring
from habit, are sometimes called “ artificial,” to distinguish them fiom primary
wants, but we must not forget the proverb, *“ habit is second nature.” Although,
in the first instance, 1t springs from desire, & secondary want becomes also, in
the long run, physiological.
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tinguishes man from the animals and is the mainspring of civilisation
in the literal sense of the word. For to civilise a people—look,
for instance, at colonisation—is no more than to rouse new wants
within it.

It is with the wants of mankind as with those of a child. At
his birth he needs nothing but warmth and some milk; little
by little, he requires more varied food, more complex garments,
toys. Each year that passes brings some new want, some new
desire. In primitive societies man feels almost nothing but the
primary wants, the physiological ones of which we have just spoken.
But the more he sces, the more he learns, the more is his curiosity
wakened, and the more quickly do his desires grow and multiply.
To-day we have a thousand wants—of comfort, of hygiene, of clean-
liness, of education, of travel, of correspondence—unknown to our
forefathers. And it is certain that our grandchildren will have still
more. If we could get into communication with a higher being than
man, on some other planet, we should certainly find in him an infinity
of wants of which we, in this world, can have no idea.?

This infinite multiphication of wants, then, has created modern
civilisation and all that 1s called progress. This is not to say that
men are the happier for it. It has often been pointed out that the
multiplication of desires and of the objects of desire—in other words,
of wealth—has no necessary connection with the increase of happiness.?
It is even open to us to ask whether nature here, as in the multi-
plication of specics, is not making a dupe of man; for no sooner
is one want satisfied than another takes its place, and man is thus
spurred on to pursuc an end that is ever vanishing before him.
As a striking example of this, we may point to the state of mind

1 We have no standard by which to draw up a scale of wants Their relative
importance might perhaps be fairly well measured by the order of their appearance
m historic or prehistoric times, if Sociology provided us with precise enough
records It 18 evident that want of food was the first. That of defence against
animals or other men must have followed closely on 1t. This explains the very
ancient and drcad mmport of the want of arms, which probably took as great,
or even greater a place 1n the hfe and work of the men of the Stone Age than 1t
holds 1n the budgets of civilised countries of the twentieth century. But itisa
curtous and unexpected fact that the want of adornment preceded that of
clothing. This want 1s first among those which scparate man from the animals,
As Théophile Gautier rematks, * No dog ever had the 1dea of putting on earrings,
and the stupid Papuans who eat clay and earthworms deck themselves out with
shells and coloured berries.” On the other hand, the want of ramd communaca-
tion between men did not anse t1ll much later, but 1t has developed extraordinarly
of late years.

3 See, for example, an interesting chapter on this subject in Durkheim’s
La Dwision du Travasl (Book II, chap. 1),
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of the man of to-day, in which envy and exasperation become more
frequent as well-being increases. Should we not rather hope that
this multipheation of wants will one day cease, or, at least, slow
down ? Would it not be better for us to turn our cnergies rather
toward reducing our wants than to increasing our wealth ?

Such, indeed, was the opmion of the wise men of antiquity, and,
later, of those inspired by the Christian doctrine. Others again,
particularly since the eighteenth century, maintain, on the contrary,
that frugality always brings with it slackness and routine.

But this isa question pertaining to Ethics, not to Political Economy.
We agree, however, that it is a desirable thing that economic wants,
i.e. those which aim solely at wealth, should be reduced in number
and intensity, and should occupy a smaller place in the life of indi-
viduals than is at present the casc. But on onc condition only !
That they give place to other wants of a nobler kind (see infra, p. 39).
For, if we were simply to suppress them without putting others
in their place, we should be thrusting social hfe back toward the
animal level. Woe to the races too casily satisfied, whose desires
do not reach bevond the narrow circle of a near horizon, and who
ask but a handful of ripe fruit to live on, and a wall to shade them
from the sun when they sleep!  They will not be long in disappearing
from an earth which they have not known how to turn to account.

Moreover, even purely economic wants are not altogether lacking
in moral value. Each new want is an additional bond between men,
since we cannot, as a rule, satisfy it without the help of our fellows ;
in this way the feeling of solidarity becomes stronger. The man who
has no wants, the anchorite, is suflicient to himself : this is just what
he should not be. As for the working classes, we should be glad,
and not concerned, that new wants and desires torment them
unceasingly ; were it not for this, they would have remained in
perpetual bondage.

(2) Wants arc limited in capacity. This is one of the most impor-
tant propositions of Political Economy, since on it, as we shall see,
the new theory of value is based. A want is limited in capacity in
the sense that a fixed quantity of any one object is enough to satisfy
it. Man nceds only a certain amount of bread to still his hunger,
and a certain quantity of water to quench his thirst. Further, a

1 In a celebrated book of the eighteenth century, The Fable of the Bees, by
Mandeville, the author declares that history proves that therc never has been
a frugal nation 1n the world that was not at the same time poor; his meaning
being, not frugal because poor, which goes without saying, but poor because
frugal. Nevertheless, 1t is the frugal nations that have conquered the world,
See also Voltaire, Défense du Mondawn, and, snfra, the chapter on Luzury,
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want becomes gradually less intense in proportion as it approaches
the point of satiety, i.e. the point where it is extinguished and gives
place to disgust or even suffering.! There is no worse torment than
the want of water; but one of the cruellest tortures of the Middle
Ages, the ‘ water torture,” consisted in forcing water into the
victim’s stomach.

The more natural a want is, 7.e. the more physiological, the
more clearly marked is its limit. It is easy to say how many ounces
of bread and how many pints of watcr are nccessary and sufficient
for a man. On the other hand, the more artificial a want is, i.e.
the more social, the more elastic does the limit of satisfaction become.
It would be no casy matter to say how many horses would satisfy
a sportsman, how many yards of lace a society woman, or how
many rubies an Indian rajah; harder than all, to say how many
gold and silver coins would be enough to bring a civilised man to
the point of crying “ Stop ! Yet we may say that, even in these cate-
gories of wealth, there is a limit ; that saticty is inevitable even in
them, and that each new object added to those already possessed
causes a rapid decrease in the pleasure felt.

It is in the case of money that satiety is most rare, and seems
least likely ever to be reached. Why ? Ior the simple reason
that money is the sole form of wealth that answers, not to one definite
want, but to all possible wants ; thus it never ccases to be desired
until all desires have been satisfied, a condition which pushes back the
limit of satisfaction almost indefinitely. Still, it is evident that
an extra five-franc piece does not give a millionaire anything
hke the pleasure which it gives to some poor wretch. Buffon,
a great man though not an economist, had already pointed it out :
* the crown picce of the poor man which is to pay for an object of
prime necessity, and the crown piece that completes the sack of a
rich financier, are two units of the same order in the eyes of a mathe-
matician ; but morally, one is worth a louis, the other less than a
liard.” 2

1 Compare the series, well known to mathematicians, which gradually
descends to zero, and then begins to ascend again, but with a negative value,
The different degrees of want are the positive terms of the series ; the different
degrees of disgust are the negative terms ; zero 1s satiety.

2 This is precisely one of the arguments on which the present policy of the
progressive income-tax 1s based. And just as there 1s a himit at the top, so there
is a himit af the bottom. I mean that each want demands a minimum quantity of
satisfaction, below which there is none. To be shod or gloved I must have two
boots or two gloves ; one alone would be of no use. To enjoy an automobile I
must have the ncome necessary for using it. If not I can do nothing with it.



Tue WaNTs oF MaN 89

(3) Wants compele with one another, that is to say, in most cases
a2 want can expand only at the expense of other wants, which it
either pushes out or absorbs. Very often, too, they are interchange-
able, so that they may be easily substituted for one another, like
the parts of guns or bicycles. Just as, according to the proverb,
“ one nail drives out another,” so one want drives out another.
And here we have the basis of a very important economic law
called the Law of Substitution.! It has been found, in different
countries, that the increased use of the bicycle and the motor car
has considerably injured not only the sale of saddle-horses and
carriages, but, what is still more unexpected, the manufacture of
pianos !

The law of substitution is of capital importance, in that it acts
as a sort of safety-valve for the consumer; when the satisfaction
of a want becomes too costly by the ordinary means, he substitutes,
for instance, a bicycle for a horse, a newspaper for a book, a café-
concert for a theatre, etc. This law allows him to escape the exac-
tions of the producer invested with a monopoly, when the law of
competition among producers, which is enough, as a rule, to protect’
the consumer, is no longer operative. The consumer has only to fall
back on some other object, which perhaps does not answer his want
quite so well, but which will do nevertheless. It is by the law of
substitution that the omnipotence of Trusts is limited. In the
case of wants of the physiological order, the field of possible sub-
stitution is somewhat small; but in the case of luxuries, it is
unlimited. A man may quite well substitute the theatre for hunting,
or a woman a motor car for a pearl necklace.

Hygiene and morals are making use of this law in their endeavour
to replace the lower and more animal wants by wants of a higher order.
In the fight against alcoholism, for instance, temperance societies
have found no plan more successful than the opening of temperance
refreshment rooms, where the consumer is gradually accustomed to
drink tea or coffee. Observe that a material want may be replaced
by an intellectual or a moral one, e.g. the public-house may
give place to the lecture-room, or a workman may go without
“refreshment ” in order to put aside a sum for insurance, strikes,
or propaganda.

(4) Wants are complementary, i.e. they generally go together
and can hardly be satisfled separatcly. Of what use is a single
glove or shoe, a carriage without a horse, or a motor car without

1 See in M Paul Lerov-Beauheu’s Traité d’Economie pohirque numerous
instances of the law of the substitution of wants, .
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petrol. To withstand the cold, a man must not only have an overcoat,
he must have dined well. The want of {ood, in a civilised man at
any rate, implics the want of a large number of objects—a table, a
chair, table-linen, plates, glasses, knives and forks, etc. Sometimes,
even, to obtamn the maximum of satisfaction—as at a banquet—
the want of food is associated with sthetic pleasures—flowers,
hghts, crystals, dresses, musie, ete.?

(8) Wants, even when artificial, once satisfied tend to recur
regularly, to become fixed and to pass into habuls; to become, as
has been well expressed, * sccond nature.” This law, too, is of great
importance, especially in determining wages. It 1s not easy to lower
the ordmary level of existence, the standard of life. There was a
time when the working man wore neither linen nor boots ; when he
had neither coffee nor tobacco, and ate no meat nor wheaten bread.
To-day, the want of these things has become so inveterate, so
firmly established, that a working man who could no longer satisfy
1t, and who found himsclf suddenly reduced to the condition of his
fellows at the time of St. Louis, or Henry IV, would certainly perish.

Lastly, if we remember that a habit transmitted during a long
succession of gencrations tends to become perpetuated by heredaty,
and that the senses become more subtle and more exacting, we shall
understand how despotic a power a want may eventually acquire
which at first secmed quite futile and insignificant.

II: UTILITY

WHAT most nearly concerns us in the outside world, so far, at any
rate, as our support and well-being are concerned, is the property
which a ceitain number of objects possess of satisfying some one
or other of our wants. This property is called utility (from the
Latin, wuti, to use).

1 M. Tarde remarks, with his usual happiness of expression, * The well-being
at which economic activity aims is a choir, not a solo, of wants harmomously
satisfied ”’ (Psychologie économague, vol. 1, p. 95).

This law of complementary wants had been stated and analysed by Fourier.
He called 1t la Composite, and made of 1t a special passion, * the most beautiful
of the twelve passions, the one which enhances the value of all the others. . . .
It 1s born onlv of the association of the pleasures of the senses and of the soul.”
What Fourier called the passions, and analysed minutely, but with a pucrile
psychology, were simply wants at an acute stage.

We must not mistake goods called complementary because they are connected
in consumption, with goods called complementary because they are connected
in production, such as coal and gas, corn and straw, and all by-products i1n
general. (See tnfra, Integration of Industry).
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Unfortunately, this word is a source of some confusion, since it
has already a meaning in everyday language which does not at all
correspond with its economic sigmficance. The word useful is, as a
rule, opposed either to the word hurmful or to the word superfluous.
It implies a certain moral judgment. It is applied only to objects
which satisfy wants considered good. We are unwilling to speak of
the wtility of lace or of absinthe. In its economic sense, on the
contrary, the word utility signifies nothing more than the property
of satisfying some need or desire, and this utility is measured solely
by the intensity of this need or desire.

To avoid continual misunderstanding, it would be better to
substitute some other word. The older economists used the ex-
pression wvalue in wuse. M. Vilfrcdo Pareto proposed that of
“ ophelimity,” ! a Greck word expressing the relation of fitness
between an object and a desire. But this term has not been ac-
cepted. We oursclves, in the first edition of this book (1883),
suggested the word desirability, which has the twolold advantage of
assuming nothing in regard to the morality or reasonableness of the
desire. But it also has been rejected.?

Let us, however, under whatever name we choose, analyse this
fundamental property of objects.

Not all the things which surround us, animal, vegetable, or mineral,
by any means possess it. Only a very small number—hardly
more than two hundred species out of some hundreds of thousands
in the animal kingdom—are really utilities.

For an object to be useful, two conditions are necessary :

(I) We must have discovered a certain relation between the
physical properties of the object and one of our wants.®> If bread is
uscful, it is because, on the one hand, we need food, and on the
other, corn contains just the elcments eminently suited for our
nourishment. If the diamond is eagerly sought for, 1t is because it
is the nature of man, as well as of certain animals, to take pleasure in
things that sparkle, and the diamond, by reason ot its superior refrac-
tive power, possesses just this property of flashing incomparable fires.

Notice, that of the two terms of this relationship, it is man,
not the object, which is by far the more important (see p. 2,
note 2). We might perhaps think, on the contrary, that the satis-

1 Cours d’Economie politrque, 1896,

2 M. Landry, in lus Manuel d’Economique, criticises the word as expressing
“rather what we ought to desire than whaf we actually do desire.” Perhaps so.
Appetibilsty 1s the word which, etymologically and psychologically, would better
express the meaning.

3 See above, p. 35, note 1.
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faction we expect from things is due to certain properties in them ;
that the utility of gold is of the same nature as its weight, or its
brightness, or its chemical resistance ; that utility is attached to
objects like a physical quality. This is not so. It comes into
existence only when desirc wakens, and vanishes so soon as desire
dies out. It follows desire from objcct to object, as the shadow
follows the butterfly, and rests only where desire rests. It is
subjective, not objective. If only for this reason the word desira-
bility would be much clearer than the word utihty ; for, of the two
terms of the relation, man and the object, it puts man in the fore-
ground, whereas the word utility puts him in the background.

The correspondence of an objcct with our wants is not always
due to Nature. It may be imposed by custom, fashion, beliefs. For
centuries more or less authentic relics have been looked upon as
priceless wealth by reason of the wvirtues attributed to them.
and mineral waters and pharmaceutical products have been sought
after whose curative powers are extremely doubtful. Old-fashioned
dresses, books no longer read, pictures no more admired, moncy that
no longer passes, remedies that no longer cure—what a list we might
make of forms of wealth whose utihity is as fleeting and fugitive as
the want which creates 1it! And yet, if a collector were to sct his
desire—perhaps the most itense of all—on these dead forms of
wealth, he would give them a new lease of life, and they would
immediately assume a far higher value than ever they had in theiwr
former existence.

According to scientists, alcohol and the drinks derived from it,
possess none of the virtucs attributed to them ; they neither warm
nor fortify. But what of that! It is, alas, enough that thousands
of men, in all countries, belicve that they have these utilities for
them to become a form of wcalth—and wealth that runs to millions,
from which even States themselves draw part of their revenue.

(2) But it is not sufficient for us to know that an object possesses
the property of satisfying our wants : we must be able actually to
apply it to the satisfaction of thesc wants. An object must not only
be recognised as uscful : it must be capable of being used. And thisis
not always possible. There are forests rotting where they stand,
for lack of the power to exploit them. There are rivers, even in
France, which contamn gold that cannot be extracted economically.
We know that there are enormous forces latent in the rise and
fall of the tides, in streams, in molecular attraction; but of all
this we can make nothing, at any rale in the present state of our

knowledge.
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Probably there is not a single body in the world which might
not be of use to man and increase his wealth. But, so long as it is
unknown, it is as uscless as are the fertile lands or precious metals
that an astronomer might discover in Venus or Mars.

Does this property of satisfying our wants, of giving us pleasure,
belong only to things (res, as the Roman jurisconsults called them) ?
Assuredly we find it in acts too, in the deeds and behaviour of our
fellow men. There is no question that many among them bring
us great joy and arc even useful in the economic sense of the word,
satisfying our wants without the instrumentality of any material
wealth. The doctor gives us health, the professor knowledge, the
judge justice, the policeman security, the hiterary man or the artist
give the loftiest and purest pleasures, and our servant does our
errands. There is nothing more useful to man than man. These
satisfactions are undoubtedly of an equal, or even of a higher order
than thosc which things bring us, and we show the value we set
on them by the high price we are willing to pay for them. 1In
this case, it is true, we more readily employ the word service than
utility. But what of that? Are we not contmually saywmg of
some object or other—a bicycle, a pocket ink-bottle, ete.—that it
has * done us good service,” just as we say to our friends, in words
that are no less scientifically exact, * at your service ”” ?

What name are we to give to those objects and acts which possess
this precious quality of satisfying our wants, of being uscful or
desirable ? We have to make the extraordinary admission that there
is no adequate word to deseribe what is the very object of economic
science. Jurisconsults use the Latin word bona, goods (French, biens)
and it is perhaps the best word. Still, it imples, hke the word
utiity, a certain moral appreciation. We should pcrhaps hesitate
a little to apply the word *“ goods ” to a burglar’s outfit. Economists
employ the vord wealth, but this has the serious drawback of being
alrcady used in ordinary language in the sense of fortune as opposcd
to poverty. It is not easy to rcalise that the flowers in the field,
pure water, fresh air, even a piece of bread, may be called wealth.
Yet all these things possess in a high degree the property of making
us live and enjoy life.

The word wealth, moreover, implics another idea besides that of
enjoyment, namcly, that of power. This 1s indced its etymological
sense (compare the German reich = empire and rich). And this
second idea is quite as important as the first. Enjoyment cannot be
carricd beyond a certain limit. If the pursuit of wealth, then,
brought enjovment only, it, too, would stop short at that limit.,

0
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But it is this other side of wealth, this desire for power over men and
things, that pushes human effort beyond all assignable limit, and
gives rise to the American millionaires, who are so aptly called the
0O1], Stecl, and Cotton Kings.

Wealth-enjoyment may be said to express itself in income,
wealth-power in capital. And, as we shall see further on, present-
day socialism may be said to aim at abohishing wealth as an instrument
of power used by man over his fellows, while allowing it to remain
as a means of enjoyment. It is doubtful, however, whether it will
ever succced in dissociating these two functions of wealth; and
were it to do so, it 1s the less noble of the two which it would leave
in existence.

There is another drawback to the word wealth. It is difficult
to apply it to the acts of men or to anything other than material
objcets. A doctor’s consultation, a prima donna’s song, the cut of
a hairdresser, can hardly be said to be forms of wealth. And yet, as
we have just scen, there is as much utilsty in all these acts as in any
matcrial objeet whatsoever.!

What, then, are we to do? There is no other course but to
resign oursclves to using the words ** goods ™ or * wealth,” mentally
translating them as * anything of the nature to satisfy an economie
desire.”

IIT: WIIAT IS VALUL?

ALL desirable things are not desired in the same degree. We
establish an order ot preference among them ; we classify them. It
is here that the 1dea of value appears.

It is generally taught that value is inseparable from exchange,
and cannot be conceived of apart from it. With this, however, we
do not agrce. Even Crusoe on his island had a scale of comparisons,
for we find him saving first from the wreck the objects he desired
most. And if ever a communist society were to be realised, we should

1 The question whether wealth is necessarily material has long been a matter
of discussion among economists. There 18 no need here to sum up the pros
and cons of the discussion. They may be found in M. Bloch’s Progrés des
Sciences économiques, vol. i, and in an article by M. Turgeon, in the Revue
d’Economae politique, 1892. Suffice 1t to say that most economists to-day are
mchned to include, under the name wealth, immaterial as well as material
products It was the French school, under J. B. Say, which first took up this
attitude and the conception of Political Economy as a psychological science, by
placing the 1dea of wealth not 1n things but in us, finally consecrated it.
(See p 2, note 2.)
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find exchange disappear, but not the idea of value. Having said
so much, however, we admit that, in our societics, it is nearly always
exchange which determines the comparison between two or more
forms of wealth ; 1t is exchange which brings value out from its
unconscious slumber, and makes it declare itself in the figure
written on each object of commerce. We shall return, then, to Value
in the chapter on Exchange, but this general introduction would be
quite incomplete if we were to omit all mention of the idea of value.
For this idea dominates not merely the exchange and circulation
of wealth, but distribution, production, consumption, in fact, the
whole of Political Economy.

Let us try, then, to oblain a clear conception of the idea of
value, the most important, but also, alas, the most obscure in the
whole of economic science.

The idea of value is more complex than that of utility. It is
distinguished from the latter in particular by two characteristics :

(I) Value implics the idea of classification, of a rclation between
two or more things; or rather, since things are here but the
accessories, of a classification betwecen wants or desires. It is
concerned not simply with desirability, but with the degrec of
desirabilaty.

It is this that distinguishes it from utility, which can exist
alone, like the want to which it answers. When I say that a par-
ticular thing, say a gun or a horse, is useful, I make a perfectly
clear and definite statement; but if I say that a gun or a horse
is worth this statement is incomplcte, and even unintel-
ligible ; for what is it worth? To be understood, I shall have
to say that it is worth so much money ; or, if we are among savages,
so many picces of cotton-stuff, or so many elephants’ tusks, i.e.
I shall have to compare it with some other form of wealth.

Value is, therefore, a relative notion, of the same order as size
or weight. If there were but one single body in the whole world,
we should not be able to say whether it were large or small; nor,
in the same way, whether it had great or little value.!

1 From this relative nature of value, it follows that we can never speak of a
rise or fall of all values at once. Such a statement would have no meaning.
If value 1s nothing but a classification, a hierarchy established among different
forms of wealth, how can we 1magine them all nsing or falling at the same time ?
Before any can nise 1n the scale some must necessanly give place to them and
come down. Might not this statement have some sense 1f we meant by 1t sumply
that all men’s desines may increase or dimmish at the same time ? If, for
instance, civilised societios are really moving toward the stationary state that
Mill foresaw, in which men’s minds will cease to be filled with the single anxiety
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It is true that we constantly say of some object or other that it
has * great value,” without adding more ; but the term of comparison
is none the less present, though implied. We mean, for example,
that the diamond is of great value in relation to the unit of money,
in which case we are comparing it with this other value called a coin ;
or that it holds a high rank in the totality of wealth, in which case
we are comparing it with all other forms of wealth collcctively.
So, too, when we say that platinum is heavy, without expressing any
comparison, we mean that it represents a great many kilogranfmes,
i.e. we are relating it to the unit of weight (a litre of water); or that,
of all known bodies, it is among the heaviest.

(2) Value implies scarcity, that is to say—for this word
needs explaining no less than does utility—an insuflicient quantity
in relation to the quantity demanded.! This is obviously a sine
qua non. For if there is more of a commodity than is wanted
it cannot claim to have any value at all, e.g. drinking water in most
countries, virgin soil in countries as yet unoccupied, and, only too
often, alas, manual labour in our cities. Why ? For the simple
reason we gave when analysing wants (p. 87)—that every want
and cvery desire disappears so soon as it is satialed, and turns into
actual repulsion against the object formerly coveted. But surely,
it will be said, water remains uscful even when one’s thirst has
been quenched. Yes, it is useful in the sense that it always
contains, physically, the properties which quench our thirst; but,
economically, it is no longer desirable either for me or for anyone
else, since every one has encugh and to spare.?

The more nearly the quantity of anything approaches the point
where want is satisfied, the lower doesits value tend to fall ; the further
away it goes from this point, the higher does its value tend to rise.

to pursue wealth, might we not truly say that then all things will have less value ?
No! Not so long as the relation existing between them, the degree of desirability,
remamned the same. If, for instance, 1t were found one day that the force of
gravity had decreased, this would not mean that objects weighed less: gold
would still be nineteen times heavier than water

1 Scarcity taken by 1tself, ¢.e. when not brought into relation with demand
or with want, has no influence whatever on value. Cherries are no less rare at
the end of the season than at the beginning ; but, as they are only wanted when
they are a novelty, scarcity at the end of the season gives them no value. Suppose
I were to write a tragedy, my manuscript would be the only copy in the world :
this would be the maximum of scarcity, but would confer no value on 1t.

2 This, 1t may be added, is only true of drinking-water. Water that is to
serve for purposes of irrigation, for pleasure grounds, or for motive power has
a distinet and even a great value, for the reason that there 13 not enough
of it to s<atisfy all who want to turn 1t to account in these particular ways.,
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Hence the curious consequence—we might almost sdy economic
paradox—that by increasing the quantity of a commodity we often
diminish the sum of values it represents, and vice versa by reducing
the quantity we increase the sum of values. This law was known
and practised by the spice merchants of the Dutch East Indies, who
destroyed a part of their harvest when they judged it too plentiful,
and it is to-day the underlying principle of manufacturers’ associa-
tions or cartels, which restrict the production of coal or alcohol under
penalty of a fine.

Suppose that by the touch of a fairy’s wand, or simply by the
continuous progress of science and industry, all objects were to
become as abundant as running water or as the sand on the sea-
shore, and that men, to satisfy their desires, had but to draw on them
at will. Is it not evident that all these objects would lose their
value through the simple fact of their superabundance; that, for
an individual, they would have no more and no less value than
this very water, or than these same grains of sand ?

Thus we come to the conclusion that, in the land of Cockaigne,
social wealth would be at its maximum, and yet no man would be
rich, since all would be equal before the non-value of things, just
as to-day king and beggar are equal before the light of the sun.!

IV: WHAT MAKES VALUE?
WEe have just said that value implies a classification, a comparison,
a preference. Now why do we prefer one thing to another ? Why

1 This is the question which J. B. Say considered the most thorny in Poltical
Economy, an«.  ich he put in these terms : ““ As wealth 18 composed of the value
of things possessed. how can 1t be that a nation 1s wealthier in proportion as the
things 1n 1t are lower 1n price 7’ (Cours d’Economie polilique, part m, chap. v).
And Proudhon, in his Confradictions économiques, defied *‘every serious
economist ”’ to answer it. The supposed difficulty hes in this that, in the first
part of the sentence, Say, in defining wealth as a “ sum of values,” uses the word
wealth in 1ts tndividual sense, viz., value in exchange. The wealth of an
mdividual 1s composed of the totality of the goods he possesses valued in money,
so that the more of these things there are in existence, the less they are worth.
In the second part of his sentence, ‘* the nation 18 ri~her in proportion as the
things in 1t are lower 1n price,”” he uses the word wealth in the social sense, that
of abundance.

When in years of plentiful harvest France is overflowing with corn and
wine, 1t is said to be a * good year.” But 1t is by no means so for the pro-
prietors, who sell théir corn and wine at a low price. Mme. de Sévigné, who did
not trouble about Political Economy, fully reahsed it when she wrote from her
chateau at Grignan (October 1673): * Everything here is bursting with corn
and I have not a ‘sol.’ I cry famine over a heap of corn.”
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do we say that one thing is worth more than another? Why,
for example, is one kilogramme of gold worth about 10,000 kilo-
grammes of bread? This is the question which has been the
torment of economists for over a century. Each generation
fondly imagines that it has given a categorical answer,! but
the next is still unsatisfied, and tries to dig more deeply into
the problem.

We might well ask if it is not insoluble, like so many other
problems that man has set himself and has had to renounce. If, as
the proverb says, * there is no accounting for taste,” must we not
likewise say that the causes of human tastes and desires defy all
analysis ? According to Ricardo, cach man has a standard of his
own by which he estimates the value of his enjoyments, and this
standard is as variable as human nature. ’

But to give up the attempt to draw a few general principles from
these individual preferences would be to give up the idea of Political
Economy as a science. And economists have not only tried to deter-
mine the causes of value, but have done their best to reduce them
to one single cause. Only they have not been able to agree on this
cause. Utility ? scarcity ? difficulty of acquisition ? cost of pro-
duction ? cost of reproduction ? Iach of these has found its partisans,
but nearly all have been abandoned.

The Utility theory, using the word utility in its ordinary sense
as the property of answering to man’s most urgent necessities, was
not able to stand against this obvious objcction: why does the
diamond rank highest and water lowest in the scale of values?
For water is surely the one thing of all others that corresponds
to man’s most frequent and urgent want, dpwrov uev U8wp, said
the poet Pindar ?

But this theory was supplemented as a rule by the addition of
the element of Scarcity ; and some economists (Senior and the elder
Walras) even considered scarcity a sufficient explanation in itself,
utiity being naturally implied in the word scarcily, as a scarcity
that is useless would be mecaningless. Although this closely .ap-
proximates to the theory of final utility, which is generally adopted
to-day, it is mislcading since it puts in the first place that which 1s
really sccondary. It is only for the collector that the chief and some-
times sole merit of things lies in their scarcity. Scarcity, n atsclf,

1 J. 8. Mill declared, in 1848 : “ Happily, there is nothing in the laws of
value which remains for the pre<ent or any future wnter to clear up ; the theory
of the subject is complete ”’ (Principles of Politscal Economy, 1909, Book III,
chap. i).
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is not an attraction ; it is merely the obstacle which gives an impetus
to desire.}

There arc but two explanations to-day which dispute the ground,
and the first has almost entirely lost its standing. They are the
labour theory and the final utility theory.

(A) Tue LaBour Tneory
THE labour theory of value has hecld a prominent place in the
history of economic doctrine. Taught for the first time, though in
somewhat uncertain fashion, by Adam Smith, strongly asserted by
Ricardo, it has rallied round it economists of the most opposite
schools, from optimists like Bastiat to socialists ike Karl Marx.?
This theory, be it understood, does not deny that utility—
{.c. the property of satisfying some human want or desire, is the
primordial condition of all value. We must have taken leave of
our senses to imagine that a thing that is of no earthly use could
have any value, however much labour had gone to 1ts making.

1 Difficulty of acquisition is a better expression than scarcity, as it groups in
two words many of the elements which may influence value. But 1t passes
over in silence the most essential one—desire.  Nothing could be more difficult
than to draw up a pebble from the bottom of the Atlantic ; but this gives it no
value.

The cost of reproduction,a theory dear to the heart of the American economist,
Carey, and to the Italian, Ferrara, differs from the preceding one only in that 1t
looks at the trouble that will be necessary to replace the object, not at that spent
n acquiring 1t.

As for the law of supply and demand, if it is able to explan (and that with
reservations which we shall discuss later) the variations of value, 1t 13 unable to
explain the orgin or the cause of value. To say that a thing has more value or less,
according as more or less of 1t 1s demanded or offered, 1s like saying that a
pendulum swings more to one side or the other according as 1t 18 pushed more to
right or to left. But this does not explain the cause (force of gravity) which
brings 1t back to the vertical position.

For the explanation of cost of production, see infra, p. 53, note 1.

3 “Tt 18 natural,” says Adam Smith, * that what is usually the produce of
two days’ or two hours’ labour should be worth double of what 1s usually the
produce of one day’s or one hour’s labour * (I ealth of Nations, Book I, chap. vi1).

Ricardo refers to labour “ as being the foundation of all value, and the
relative quantity of labour as almost exclusively determining the relative value
of commodities ’ (Principles of Polutical Economy, chap i, sect n).

Karl Marx declares that ““ that which determines the magnitude of the value
of any article 1s the amount of labour socially necessary . . . for 1ts production *
(Kaptal, chap. 1).

In spite of their apparent identity, the explanations of value given by these
three eminent economists are, at bottom, quite different. But we cannot enter
into these distinctions here (See History of Economic Docérines, by Gide and Rust,
English translation).
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But, according to this school, if utility is the condition of value it
is certainly not the cause of value. The basis of value is man’s
labour, and everything is worth more or less according as it has
cost more or less to make.

At first sight this theory is very attractive.

In the first place, it appears more scientific than the others. It
gives as the foundation of value a precise, objective, quantitative
notion, something that can be measured. To say that this watch is
worth twicc as much as that because it represents twice as much
labour, is to say something that satisfics our reason. The explanation
seems valid, and, in any case, may be verificd. But to say that it is
worth double because its utility is twice as great, is to say something
that barely enhghtens us.

In the second place, it satisfies more fully our sense of justice
by making a moral element—Ilabour—the basis of value. It is
from this side more particularly that it has attracted so many
generous minds. If we could succeed in proving that the value of
everything that has been appropriated, begimning with land, is
proportional to the labour it has cost, it would not, of course, follow
that the wealth appropriated by cach man would be equivalent to the
product of his labour; for he mught quite well have appropriated
a value created by some one else’s labour. But at any rate the
problem of crediting each man with a value cqual to the product
of his labour would be much simplified, and it would become
casier to establish the social orgamsation solidly on a principle of
justice.?

It must be remarked, however, that this * moral > motive is not
altogether convincing ; for labour itself, if useless, cannot pretend
to moral value. Even admitting, what is not always the case, that
labour implics at least good intentions, we must not forget the
saying, ¢ The road to Hell is paved with good intentions.”

But from the cconomic point of view the explanation is still
less satisfactory, for the following reasons :

(I) If the value of a thing originated in, or consisted in, the labour

Notice, however, that this explanation has been used for two contrary ends,
a2z much in defence of private property as against i1t. The optimist school
asserts that the values appropnated by each individual are, as a rule—save 1n
the case of disturbances, exploitation, thefts, from which the most civilised
countries are not exempt—the frust of the labour of the proprietor or his forbears.
Cf. Bastiat, Fontenay, Paul Leroy-Beauheu. This, in particular, is the defence
given for landed property, although the proof is, in this case, more troublesome.

The Socialist school, on the other hand, asscrts that the values appropriated
are, in general, the frust of the labour of others.
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devoted to its production, that value ought to remain unchange-
able, since, as Bastiat says,  past labour is not susceptible of more
or less.” Now every one knows, on the contrary, that the value
of an object is continually varying, precisely because it depends on
demand or desire. It is quite evident, then, that these variations
are altogether independent of the labour of production. Besides,
a priori, it is absurd to think that the value of a thing can thus depend
on a fact irrevocably past. The question of value would be ended
there and then ; there could be no going back on it. ‘“ What’s done
is done,” as Lady Macbeth said.

To this it may perhaps be replied that the labour to be taken
as measure of value is not past, but present labour—i.e. not the
labour actually devoted to producing the object in question, but the
labour which would be necessary, under existing social conditions, to
reproduce the same object—the labour of reproduction.* But, in that

1 Karl Marx gave practically this answer when he declared that the
matter at 1ssue was not the individual labour given to the production of an
object, but the social labour, as measured by the number of hours required on an
average for 1ts production.  Bastiat, trying to solve the same difficulty, declared
that 1t was not the labour of the person who had produced the article that was
to be considered, but sumply the labour saved to the man who would become
possessed of 1t. And as, to save anyone labour, was, according to Bastiat, to
render him a service, the author of the Harmonues thus arrived at a definition of
value as the relation between two exchanged efforts, and declared that the cause
and measure of value was service rendered.

It 18 a very fine and distinctly modern 1dea to see in social relationship an
exchange of services; but, as an explanation of value, 1t resolves 1itself mnto a
simple tautology. To the question * Why has a diamond more value than a
pebble ?”’ the answer 18, * Because 1 giving mo a diamond you are doing me
a greater service than in giving me a pebble.” A truism, indeed, which none
will contest. But I have only to answer that, if the service done me by giving
me a diamond 18 greater than the service done me by giving me a mere pebble,
it 18 simply because the diamond has more value than the pebble. We are
turning m a circle. It 18 not, after all, the service done by the person who
gives me an article which determines 1ts value; 1t 1s, on the contrary, the value
of the article given which determines and measures the service rendered (see
our criticism of this theory mn the Revue d'Economie politsgue, June 14, 1887,
and its defence by M Cauweés, vol 1, p. 308).

Note, moreover, that, in amending the original theory in this way, we are at
the same time depriving it of the merit which 1t, at any rate, had of satisfying
the idea of justice. We have admitted, indeed, that there would be a certain
harmony if 1t could be proved that the value of an article possessed 15 proportional
to the trouble which its possessor has taken to produce it ; but we deny that
this harmony exists 1if, as on Bastiat’s theory, value 1s simply proportional to
the trouble saved, which consequently kas not been taken, or, as on Karl Marx’s
theory, to the average of labour, and 18 consequently sndependent of individual
effort.
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case, we are no longer spcaking of labour as a constituent element ol
value, but of labour as a mcasure of value—quite a differcnt matter.

(2) If labour were the cause of value, then for cqual labours
there should always be cqual values, and for uncqual labours un-
equal values. Now, every moment we see objects—say, a loin or
a tail of the same animal—which have cost the same labour,
selling at very different prices, simply because their value is deter-
mined by quality, in other words, by their respective utility ; and
inversely, objects which have cost very different amounts of labour
selling at the same pricc—e.g. a bushel of wheat grown on land
which produces fiftcen to the acre, and a bushel of wheat of the
same quality grown on land which produces fifty. Itis on this very
phenomenon that the law, so cclebrated in Political Economy by the
name of rent, is founded. As we shall see, it always implies a surplus
in the selling piicc of an objeet over its cost of production—i.e. over
its cost in labour. Now, rent exists more or less everywhere.!

(3) If labour werc the cause of value, where there was no labour
there could be no value. Now, there are innumerable things which
have value of their own without any labour, simply because they
are uscful and much sought after : mineral or petroleum springs,
guano deposited by sca-birds, the stretches of sandy beach at
Camargues, which only the open winds have ploughed and which
sell at a high price for vineyards, ground in Paris round the Champs
Elysées ; or, again, which acquire a new value without labour—
e.g. wine kept in a cellar.

(4) Lastly, the theory that value is created by labour strongly
suggests the idea that value is a product of labour. Now this is a
false idea. We may say of utility that it is a product of labour, for
it is labour which, by a change of place or of form or of motion,
adapts an objcct or a