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THE GENESIS O1F CAPITAL

By Hox. A, Gakiay, LILD., M.L.C.

'ERE is no economic question that enters more into the
wed controversies of the day than the relations of labour
1 capital. It may help towards clearness of thought, and
vards getting rid of some wisleading confusion, if we can
»and keep definite ideas as to how capital originates.
e can conceive states of society in which capital never
ginated, or in which its development was arvested at the
'y earliest period ; in fact, the native tribes of Australia
'ty well realise that ides, as they have either no capital
all, or only such small amount as is stoved up in a few
plements or ornaments. TIf we suppose the primitive
nter using only nature’s tools such as stones or sticks, or
+ string of bark to capture his prey, he might live from
d to mouth, and use up every day in food the whole
it of the day's industry. In such a case it would not be
sible for him to save, because his whole daily force would
exhausted in providing what was necessary to recoup the
senditure of force.  Next let us suppose that in the day
gets more than the day’s food.  He could take his good
tune out in the shape of luxury by sleeping for halt a
= But if he has the germ of civilisation in him he ean
nd the precious gift of time in improving his imple-
nts, and if he does that he has gained a step.  He has
iped from the hardest and severest compulsion of neces-
i, and placed himself in a slightly better position to face
work and the risks of the future.. lle has made one
le movement towards becoming a capitalist. He has
ed up half a day’s labour instead of wasting it. That
mbodied in an improved tool, and will be a perpetual
antage to him in the battle of life till the tool is worn
v or lost, or destroyed. This is the most elementary
ception of the genesis of capital. Tt is_the result of
jality whenever good fortune gives a surplus on the
s industry. If there is no surplus, capital cannot
in; if there is no frugnlity, the opportunity is lost. In
form, therefore, capital is the child of two virtues, in-
try and self denial; and it is well to remember the
rectable ancestry of this form of capital when we ave
that all property is theft,
E we take the tribe as a unit, which, industrially speak-
it properly is, the principle is the same. The tribal
mr belongs to all, just as the proceeds belong to all,
1gh the disposal of it may belong to the head of the
e. If one tribe wnstes the happy surplus in gluttony
ndelence it can have no accumulation.  If another turns
» good account hy storing its food, or by improving its
lements, it puts itself in a position of advantage ; it
i a buffer between itself and mistortune, and is hetter
pped for the battle of life. This supériority carries
t it the consciousness of it, and this consciousness will
in time in giving self confidence, in increasing courage,
will operate physiologically to imiprove the breed.
en the test of the survival of the fittest comes, the
e that has most saved and that has best invested its
lus will show to the most idvantage. We need not go,
ever, to rude times or rude ages fov illustrations of the
in which capital is formed by self-denial, or, as scono-
s like to call it, by abstinence. We can trace the
sis of capital in this way around us every day. Tivery
san or clerk who saves a portion of the week’s wages,
through a building society acquires his freehold howe ;

Uvery servant girl who puts a quarter of her earnings intg
the savings bank, every professional man who lives withip
his income, and puts something by for a rainy day, is crea.
ting capital by saving instead of spending the fruit of hig
industry.  With less industry it would not have been
earned ; with less frugality it would not have been saved,
and by the union of these two virtues capital comes into
being. T have referred to the investment of savings,
because that is uniformly the rule. Capital would grow
even if the savings were kept in a stocking ; but wherever
there is security the saver puts the savings out to interest,
and capital grows by the accumulating interest on invest.
ments. The smallest saver becomes an incipient money-
lender and looks forward to an income from interest, with.
out having to work for it. How much is added to the
capital of New South Whales every year in this way it is
impossible to say, because the money is invested so
variously ; but the amount is considerable.

Let us now pass from the study of the industrial unit to
industrial combination, and the simplest form of co-operation
is that of partnership on equal terms. Instead of one man
working by himself and for himself, let us consider two men
working together and dividing the proceeds. If they were
equil every way, physically, intellectually, and morally,
there would be no just division except an equal share to
ench, and if in case of a surplus each invested his surplus
with equal self-denial and skill, they would grow together as
capitalists. If all men were really born equal, society would
never have known any other industrial relation than that of
pavtners.  The inequalities which we see now in respect to
the possession of property have their origin in the primal
inequalities in the constitution of men-—inequalities which
become amplified and exaggerated as the resulting advantages
become accumulated in the hands of persons who can turn
them to account. To him that hath shall be given, and from
him that hath not shall be taken away even that which he
hath,  Our modern systems of education, on which we
pride ourselves so much, tend to prevent anybody starting
on the race of life handicapped by ignorance or the inability
to learn, but though universal education has an equalising
tendency so far, it does nothing towards correcting the in-
equalities of capacity which result from the hereditary
tendencies, and which are quite beyond the control of law
to prevent. This superiority working in the industrial
sphere enables one man to outstrip another, and the advan-
tage gained takes the form of enabling the possessor of cap-,
ital to command the services of those who cannot fight the

“battle of life alone, and who inorder to live sell their labour

and sometlimes their liberty with it. This advantage lexds
to the making of profit, and to the further creation of cap-
ital by saving some of this profit and re-investing it in pro-
ductive enterprise.  We are led on, therefore, to study the
genesis of capital as it grows out of the use of property,
cither by lending it or by buying labour with it. This is

the more difficult and eomplex part of the subject, and the

part that is most mixed up with the popular passions of the
day.

If capital had never originated except out of personal
work and personal savings, there would have been little
cause for grumbling or envy, but when it grows out of the

advantage which one man aequires over another. this dis-

content arises.  What we have to do is, without passion or
prejudice, to analyse as well as we can the genesis of that
portion of capital which is produced in our competitive age
by the co-operation of individuals who are difterently cir-
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cumstanced, and who contribute dlﬂuenbly to the result’
It is the dispute over the distribution that gives the strong
ersonal and class interest to the incuiry. ‘Under the com.
petitive system, each gets all it can, and leaves as little as
ossible for the others. The modern cry is for a better dis-
tribution. But where is the new test of fairness to be
found 9 By what rule or measure can we say, so much
ought to go for the use of money, so much for labour, and
so much for superintendence? If we say the distribution
should be accordlng to merit, where is the test of merit?
Socialism does not answer the question, it simply ignores it.
It practically denies that there is any question to solve. It
disowns the claim of merit altogether, maintaining that each
should work according to his talent and opportunity, and
accept as his desert an equal share. Trade-unionism alters
the distribution, but it does not alter the principle on which
the distribution rests. It simply inakes labour more power-
ful, and in a position to get more. But its measure of right
is still might. Co-operation approximates to a solution, but
struggles with the difficulty of apportioning to grades
of labour a proportionate reward, for the associated
partners contribute in different degrees to the resull.

The formation of capital, when only the labour and the
abstinence of one person are concerned in its creation, is
simple. Where we have to analyse the effects of associated
labour the problem becomes more complex in proportion as
the association is more extensive, and is varied in its con-
stituent parts. Probably the earliest form of associated
labour was that of the family and the tribe, in which, so far
as’ we can gather, there was no queqtlon of distribution.
The property as well as the authority vested in the head
of the tribe, a form of despotism that was suited to a fight-
ing age, when divided authority would not suit, and which
has occasionally been reproduced in more civilised and com-
plex societies, when extrewe danger necessitated the ap-
pointment of someone with dictatorial authority, and with
power over the lives and property of all.  Dut, for the pur-
poses of econnmic analysis, the simplest form of associated
labour is, as we have said, tha' of partnership, say, of two
persons engaged in a common enterprise, and sharing the
results. The inequalities of talent and opportunity already
alluded to become hereditary, and whole families are born
with the inferiority of opportunity that makes even superi-
ority of talent unable to assert itself. In this way the
world early drifted into industrial and political slavery, and
those who had the whip hand were able to command the
labour of those who did not start with an equal chance
Reflecting on this fact, some writers, indignantly rebetling
against its injustice, although it was an inevitable result of
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the conditions of human life in the evolution of society,

have contended that all accumulation of capital was due to
the exploitation of labour, and that all property was simply
the workman’s share that had been stolen from him. Thisis
the doctrine of Karl Marx, and indeed it is the foundation
of his whole system. But though he asserts it with great
vehemence, and with constantly contemptuous reference to
the employer whown he dubs *“ Mr. Moneybags,” and though
he mixes up his passionate invective with an incongruous
affectation of mathematical formuli, as if he had really
given an algebraic demonstration of a truth that algebra
can neither discover nor prove, he has committed the ob-
vious mistake of putting the part for the whole. The fact
is that capital may spring from any source from which pro-
fits may spring, if those profits are saved and re-invested
productively ; and it matters not to the subsequent  opera-
tion of capital in its cconomic working whether the profits
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were made righteously or otherwise.  Profits have been
made by taking labour at o disadvantage, but bl:ey have
also been nm.de by giving labour its fair due; and in order
to discriminate wisely and fairly, we must abstain from
those violent prejudices which Karl Max seeks to cultivate
in his readers, and look the facts in the face as clearly as
we can. The word “exploit,” which is so much used by one

“class of writers, must have been wanted in our langunge, or

it would not have Dbeen acclimatised, but it is a dangerous
word for the scientific student, hecause there is associated
with it a quite indefinite amount of moral blane, and pre-
cision under such circumstances is impossible.  Money-lend-
ing, which is a legitimate operation of commmerce, and a
convenience both tu lender and borrower, is often ealled by
what is intended to be the abusive name of usury, because
the lender sometimes has the borrower at his mercy, and
exploits him to the utinost.  There are other cases where
the lender’s money is simply the ladder by which the bor-
rower climbs to fortune, and where it would have paid him
to give three times the rate of interest he was charged. In
the same way capital is abused, because it has sometimes
pushed its advintage unmercifully, while at other times,
so far from getting too wmuch, it has got nothing
or less than nothing. In our own age, and especially
in our own colony, the trades unions are a prett

effectual check against the exploitation of labour. The
boot is sometimes on the other leg, and employers, tied
by the investment of their fixed enpital, and unable to ex-
tricate themselves, go on employing labour at a less profit
to themselves than they could get from the current rute of
deposit at the banks. Another indication that labour is
not being much exploited in these colonies, is to be found in
the fact that in almost every case where we note a rise in
wnges, we note an increase in the cost of the.commodity to
the consumer, except in those cases where improved pro-
cesses have caused a compensating cheapness. This indi-
cates that there is no broad margin in profits which will
stand clipping.  Wherever this additional charge made by
labour is thus passed on, it is obvious that the controversy
is not at bottom between labour and capital, but between
lubour and the consumer. The employer is an interme-
diary.  1f he has to pay more he charges more, and any in-
erease on the cost of production is paid in the last resort by
the consumer. Dut the workman does not come into imme-
diate contact with the consumer, and therefore the contro-
versy appears to De between him and his immediate
employer, and not between him aud his ultimate employer.

In estimating the contribution of the wage-getter to-
wards the divisible profit, we must distinguish between the
commodity and the profit that results from the whole in-
dustridal transaction. For causes go towards making the
profit, which lie outside the sphere of the employed work-
men, such as the commercial skill in buying and selling and
in financing generally ; and also the skill in organising the
method of procedure and the distribution of labour. Tt
sometimes happens, too, that years elapse before the ac-
counts of a large transaction are closed and the profits can
be accurately stated. The assumption that all employers’
profits represent money stolen from the workmen is dis-
proved by facts within our daily experience. We con-
stantly sce amongst business rivals that one man outstrips
another in virtue of his business superviority,  We sec two
men start together in the sane husiness with equal chances,
so far as outside conditions are concerned they have to
deal with the same markets, the saune qu.mht.y and quantity
of labour, the sane business openings, and yet at the end
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of 20 years one will retive with a fortune, and the other
after a hopeless struggle will call his creditors together,
Why this difference? It is due to the fact that the first
man has managed bester than the other; he has bought
better, he has sold better, he has been a keener judge of
markets, known better whom to trust, calculated better in
framing his tenders, handled his men with more tact, chosen
his foremen with more discretion, regulated the working of
his establishment with more judgdment, In other words
the difference between the fortune and the insolvency was
due to differences in the men themselves, and not in their
outside conditions—i.e., due to subjective and not objective
causes. Mr. Karl Marx would say that the fortune of the
successful man consisted, every penny of it, in money
stolen from his workmen, but would the workmen of the
other allow for a moment that his failure was due to them !
Certainly not ; they would attribute his failure to himself,
and himself exclusively, and would hold that they had done
work equal in quantity and quality per day to that of
workmen in any other shop. But if we are to attribute
failure to bad administration, where is the fairness of
denying success to good administration? The point is of
more importance because in these days of severe competi-
tion the margin for profit is almost confined to the merit of
administration, :

Another way in which wealth accumulates without the
oxploitation of the wage-getter is by inventions, which during
the last hundred years especially have been a great source
of profit ; and here let me insist on the importance of always
attaching the same meaning to the word labour. If the
labour of the brain is included in the meaning of the term,
and if we also consider capital as condensed and preserved
labour, then labour is primarily the source of nearly all
wealth ; but this is not the sense in which the word is used
by Karl Marx, nor the sense in which it is* generally used
in popular oratory. When we read or hear of the exploita-
tion of labour, what is generally understood is the exploita-
tion of the wage-getter. But the inventor exploits not the
wage-getter, but the grey matter of his own brain; he
indeed is often exploited himself, for his necessities often
compel him to sell the whole or a portion of Lis invention
before it has become fully productive. But in so far as he
reaps the fruit of his labour, the fortune he gains has not
been won by robbing anybody.  When Watt invented the
steam-engine, with a view to draining the copper mines in
Cornwall, he not only did that, but gave an expansion to
industry that no one could have forescen.  The subsequent
inventions in the manufacture of cotton also added enor-
mously to the wealth of England. When Mr. Neilson hit
upon the idea of the hot blast, hie saved an enorinous waste,
and the fortune made by Mr. Bessemer was only a fraction
of the wealth that his invention created. No workman
can say to theseinventors: “ The fortunes you have made
are due to your successfully exploiting us.” What these
men have exploited is Nature and Nature’s forces, and
Nature never grumbles at being cheated, robbed, or under-
paid.

And this leads us by a natural transition to the next re-
mark, which is that much is added to the world’s wealth,
and which being saved and re-invested, hecomes capital,
sitnply by tapping Nature’s hoarded stores of wealth. The
men who first found out the use of the guano deposits made
fortunes, those deposits being in no respect due to the L
bour of men. Those who discovered and utilised the woil
wells of Pennsylvania secured great fortunes because they

appropriated a substance that in the then condition of the
world’s requirements was practically wealth, Nature during
the progress of centuvies had distitled that oil, no workman
having had o hand in the business. Our gold miners are in
the habit of saying, when they have struck upon an excecd-
ingly rich spot, that they have broken into a jeweller’s
shop. Nature has many of these jeweller’s shops, which men
ritle whenever they can discover them.  In ourown colonies
we have had such wonderful developments as the Burra
and Moonta mines in South Australia, the rich gutters of
Ballurat in Victoria, Broken Hill in New South Wales,
Mount Morgan in Queensland. These and others of less,
though still considerable, importance have proved veritable
Jewellers’ shops ; the dividends have been out of all propor-
tion to the cost of labour employed in exhuming them, or to
the interest on the necessary capital. The surplus has besn
merely the plunder of natural treasures ; Nature stored the
treasures, and in many cases before man was born. All
that man daes is to turn the key, find the treasure and take
it out. It would be a nisuse of words to say that all the
wealth thus unearthed is the product of labour, and we
ought to beware of any such confusion of language. Na-
ture sows and garners and man reaps, but the reaper can-
not claim the sole merit of the harvess. The case of protit
made out of the lending of money is a case in which tho ex-
ploitee is not a wage getter, or at any rate does not borrow
in his capacity of labourer. It is by the trader, or specu-
lator, or employer, that money is generally borrowed for in
dustrial purposes. What the fair rate of interest is, is as
ditlicult to determine as what is the fair rate of wages, but
as a general rule it must necessarily be below the average
profits in trade, because men will not knowingly borrow at
5 per cent. if they cunnot make more than that by the usc
of thie money.

It is not irrelevant to remark that in all these cases of
profitmaking, and others that might be mentioned, there
will be no transmutation of profit into capital unless the
money is saved. Whether it is gained honestly or dis-
Lionestly, there must be abstinence before capital can be
created. If everybody who made money by whatever pro-
cess were to live up to his incowme, and spend as fast as he
makes, there would be no further accumulation of capital.
The stored wealth of the world only accumulates by those
who are able to do so keeping down a possible expenditure
in luxury. As respects the large cluss of distributors, in-
cluding therein agents of every kind and professional people,
their incomes are principally made out of those who employ
them. They render a service and are practically servants;
and yet, though they have a certain number of servants of
their own, if they exploit anybody, they exploit their cus-
tomers, and the check upon their doing that to excess is the
competition  among themsclves—a  competition which i3
already declared to be too severe. Their incomes are sup-
posed to be, and as a rule practically are, a fair remunera-
tion for the service they render, only they are paid by
profits and fees instead of by wages. Dut they emmn their
income by their personal labour, and since they are
generally an industrious and fairly frugal class, their in-
comes make a large addition to the capital which is lent
through banks, or invested in joint stock companies.

I have not in this paper referred at all to that form of
capital which consists in stored up skill, and which is sowe-
times heveditary- 1 have confined my remarks to transfer
able capital,
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labour, the Single-tax, co-operation, profit-sharing, and a
more equal distribution of wealth, but these are theories
which appear to me to he Socialism more or less disguised.
In concluding this briet sketeh, I would say that the New
York Herald veports a recent speech of Prince Bismarck,
from which the following is an extract .« If the political
parties who oppose Socialism do not unite in defence of their
independence and the welfare of the citizen and the family,
they must succumb to sovialistic domination, until such
time as Socialism is, in its turn, overthrown by the excess
of misery, as inherent in it asin slavery.” Few, I think,
will dare to dispute the statement that at the present junc-
ture the utmost wisdom is demanded, both of employers
and emiployed, in order that our industrial system may not
be paralysed by injurious conflicts, and permanent injury to

the mother country and the colonies result from a diversion
of trade to our foreign competitors.

NOTES ON DR. GARRAN'S PAPER, “THE
GENESIS OF CAPITAL”

By Proressor W. Scorr, M.A. (Oxon.)

[The editor has great pleasure in being able to give the full notes

of Professor Scott’s valuable criticism of Dr. Garran’s recent

paper.]

Dr. Garran says: ‘“The inequalities which we see now
in respect to the possession of property, have their origin
in the primal inequalities in the constitution of men.”
Rather, the inequalities in the possession of property have
their origin in the inequalities of human nature. combined
with certain action of the State. But for the action of the
State in enforcing its laws of private property, including
the laws of bequest and inheritance, these inequalities
could not exist. That the State must recognize and protect
private property, and its use as capital, before the in-
dividual can, by means of his superior ability, industry and
frugality, accumulate capital, is almost too obvious to need
stating. But the State does more than this; it allows men
who have accumuldted capital to leave it to others, who
may not be above the average in ability, industry, or fru-
gality, but who yet, owing merely to the fact of owning a
large capital to start with, may see that capital maintain
itself and grow almost despite themselves. “Tp him that
hath shall be given,” no doubt ; but under the existing law
of property, that principle holds equally whether “ that
which he hath” be the ability and energy of one who
builds up his own fortunes, or whether it be merely a second
cousin who happens to die inlestate with no nearer kin.
Under our laws, a semi-idiot may not only own a large for-
tune, but increase it, if he has just sense enough to leave
it in the hands of a good firm of lawyers, and not to spend
more than the inverest. The wealth of such a man is cer-
tainly not due to his ability or industry, and it is rather
straining language to ascribe it to his *frugality,” or
speak of it as «the reward of abstinence,” when the in-
terest on his capital alone may yield him a large income.
At any rate, the average day-labourer practises o thousand
times as much ¢ abstinence” from the malerial goods of
life without reward. I am not now concerned to discuss
whether the arguments which may be put forward in justi-
fication of this action of the State are, or are not, sufficient;
bub we must not ignore the fact that the State does so act.
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Dr. Garran says, The modern cry is for a better distri-
bhution.  But where is the new test of fairness to be
found 77 Let us have a bebter distribution by all means, if
we can geb it but as to fairness, 1 have nothing to say to
Dr. Garran’s protest, but to emphasise it.  There is no test
of “fairness” in such matters. A fair wawe, a fair profit,
either means the market rate of wagcs, and profits—in which
case it would include the starvation wages paid by London
sweaters,—or it has no meaning at all. The use of the
term ¢ fair” in this ccnnection, is an apparent appeal to
some abstract standard of justice, which turns out, on in-
vestigation, to have no real principle behind it. It is
merely another form of the old delusion of “natural
rights.” The wage-earner fancies he has a natural right to
8s. a day, or to “eight hours and a smoke-oh ;” the capi-
talist fancies he has a natural right to 6 per cent. interest
on his capital ; and both assertions are equally baseless.
The truth is, that the only rational principle on which any
law of distribution can be based, is ultitmately the public
good. Individualists say, “Jeave it to free competition to
determine the rates of wages and profits.” Very well; let
them prove that this is for the public good ; that it is the
arrangement which best promotes the welfare of the men
and women of whom soclety is composed ; and then we
will accept their doctrine.  On the other hand, some
socialists say, “let each workman’s share of the produce be
proportioned to his merit, as estimated by some State-ap-
pointed authority ;” and other socialists say,. “let the
wages of all be equal,” or “let them be proportioned to
each man’s needs.” Very well ; then it is for them to prove
that this is for the good of society. As long as they con-
fine themselves to this argument, either party is on solid
ground, and they can argue it out between them ; but when
they begin to talk about natural rights or fairness, both
alike are soaring into a region of unreal abstractions ; and
in that region, the assertion of the one is werth just as
much, or as little, as the contradictory assertion of the
other. If we must talk about what is fair, let us say once
for all ‘it is fair that that arrangement should be made
which tends most to the well-being of society,” and then
proceed to ask the more practical question, what the well-
being of society demands. .

Dr. Garran says, < Causes go towards making the profit,
which lie outside the sphere of the employed workmen,
such as skill in buying and selling, skill in organising.” It
is best to deal with the part of the proceeds which goes to
reward this skill under the separate head of ‘ wages of
superintendence,” and distinguish it from the profit on
capital. The capitalist may be identical with the employer
or organizer, but often they are distinet persons (e.g., when
the concern is worked wholly or partly on borrowed
capital). To get profit or interest on capital as such, re-
quires no skill beyond that of choosing once for all an in-
vestment that has some profit in it. Dr. CGarran adds in
this connection, * In these days, the margin of profit is
almost confined to the merit of administration.”  But if it
were so confined, investments would yield no 1nterest.

Again, Dr. Garran says, “ The case of profit made out of
the lending of money is a case in which the exploitee is not
a wage-getter, or, at any rate, does. not borrow in his capa-
city of labourer.” The socialist would probably answer:—7To
the labourer, it 1s a matter of indifference whether the
capital is owned or borrowed hy the employer. In the first
case, the employer * exploits 7 the labourer (whatever we
may understand. by that), all by himself ; in the second
case, he goes into partnership with the capitalist to do s,
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and employer and capitalist share the proceeds between
them. The grievance, if there is one, is that private per-
sons should be allowed to be either employers or capitalists;
and the socialist remedy is, that the State should take over
the functions of both, and use the proceeds for the good of

all.  Dr. Garran says, “ As regards distributors, if they ex-
ploit anybody, they exploit their customers,” not their em-
ployees.”

Can this distinction between manufacturers ard distribu-
tors be maintained? Both alike use capital; both alike
employ wage-carners ; and both alike get a share of the
gross proceeds for themselves, as interest on capital, and as
wages of superintendence. If the distributor makes his
customers pay the highest pricc he can get from them, so
also does the manufacturer ; and we must not leave the in-
terests of the consumer out of account in either case.

Taking Dr. Garran’s paper as a whole, the inferences which
it seems intended to suggest are these:—TFirstly, that the
ownership of capital, with the advantages which it gives
over the labourer, is, in the main, the reward of skill and
merit ; and, secondly, that the accumulation of capital in
the hands of some individuals is, in the nature of things,
inevitable, and consequently affords no valid ground for dis-
content. As to the first point, I have already tried to show
that it can only be accepted with important reservations.
As to the second, it may be disputed. We know that indi-
viduals do acquire and increase their capital in the ways
which Dr. Garran has pointed out ; but what enables them
todo so? Not an immutable law of nature—which it
would be useless and foolish to murmur against—but the
law of the State, as it exists at present. That is to say,
the private accumulation of capital is made possible only
by institutions which have been made by men, and which
can be altered as they have been made, if men see fit to
alter them. Men can acquire capital, and so can get a
share of the products of other men’s labour without further
labour of their own, because the State allows them to own
what they save, and to employ it as capital ; and their heirs
can live all their lives on the labour of others, because the
State has permitted the first owner to leave his accumulated
capital to his heirs. Now this state of things is not inevi-
table and immutable ; it could be altered by making it the
business of the State to accumulate capital and employ ln-
bour, and forbidding individuals to do so. Some people
believe that this change would result in an improved condi-
tion of society ; and, assuming that belief to be correct,
their discontent with the present state of things is rational.
Whether they are right or wrong,—whether the resulting
condition of society would be, as they think, one of greater
freedom and well-being for all ; or whether it would be, as
others think, a grinding despotism that would crush out all
individuality and destroy the very possibility of progress,—
that is a very large question, not to be settled off-hand, but
it is a very real and practical question. Nor is it a decisive
answer to those who hold these views, to say that so im-
mense a change is impracticable, and that any attempt to
introduce it suddenly and completely could only result in
hideous ruin. That, no doubt, is true, but yet it is not a
final answer.
be completely realized in a day, or in o century ; and those
who have such an ideal before them, will be guided by it in
their decision on many questions of immediate practieal in-
terest, and will vote for or against this or that measure in
detail, according as it tends towards or away from their
ideal, in the direction of socialism or of individualism. But
that it may be discussed to any purpose, the question must

Anideal is none the worse because it eannot
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he discussed on the practical ground of the good of society,
_the welfare of men and women,- -and not on the basis of
any pseudo-metaphysical theory of abstract fairness, or of
natural right, whether the right asserted be the natural
right of the English labourer to three acres and a cow, or
the natural right of the slave-owner to tlog his own nigger,
or even the natural right of the capitalist to *“do what he
likes with his own.”

A CRITICISM OI" MALTHUS DOCTRINE.

By Hox. A. Garrax, LL.D., M.L.C.

To judge fairly of Malthus’ doctrine we must possess our-
selves of the fundamental principle out of which it grew,
and that principle was the difference in the rate of fertility
in the animal and vegetable kingdomns respectively.  That
principle rests on a' fact the existence of which is at any
time demonstrable by observation.  But Malthus added to
it what was not a fact, namely, the assertion that the
difference in the different degrees of fertility corresponded to
geometrical and arithmetical progression respectively. This
gave a form of mathematical demonstration to his argument
without the reality. It isa proof that Malthus was want-
ing in scientitic accuracy that he should have put his state-
ment in such a form, because there are no facts in nature
to prove it. All that he could bring facts to prove was
that animals could increase faster than vegetation to sup-
port them could. -

The whole animal world rests on the vegetable world, for
though many animals feed on animals their prey feed on
vegetables. Leaving fish food out of account as immaterial
to the argument, we may say that animals could not live
but for vegetation. If we take the state of nature every
one will admit that in that state the spontancous fruits of
the earth could not keep pace with the possible fertility of
animals, because in a state of nature the fertility of the
earth is practically a fixed quantity—if we assume the
seasons to be regular.  As a matter of fact we know them
to be irregular, and a short supply of food in seasons of
drought means starvation and death to animals to a corre
sponding extent. Civilisation, however, means artificial
culture, and that was the problem that Malthus studied,
and he contended that cultivation, though it led to im-
proving results, and that without assignable limit, did so
with returns in a constantly diminishing ratio with
the capital and labour invested. The possibility of
animal fecundity grows with every successive generation,
the possibility of terrestrial fecundity tends towards zero.
These two facts are not denied, and are not deniable. But
Malthus drew the conclusion that as men can increase
faster than the food for them can, therefore over—ﬁopulation
is the cause of poverty. This tendency to find a single
cause for a complex result, is the bane of political theorists.
Let us always beware of single cause philosophers. There
is hardly such a thing in nature as a result due to a single
cause. In our complex world every effect is the resultant
of & number of forces working conjointly. One of the most
diflicult tasks our experimenters have to undertake in their
laboratories is to diminish the variety of foreces at work, to
isolate what they arc operating upon, and to get it if
possible into such unuatural conditions that they can study
one force at a time. To do this they require most in-
genious apparatus and often most complicated operations,
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A CRITICISM O “THE GENESIS OF CAPITAL”

By J. Perey Creen, BUA.

ANY paper by Dr. Garran could not fail to be interesting
and instructive, but his article on the * Genesis of Capital 7
scarcely seems to me quite as valuable a contrvibution to!
cconomic science as we might have expected, To me it!
seems but an expansion of the fairly-well-known fact, that
you cannot eat your cake and have it ; and o anyone who
has experimentally acquainted himself with that fact, the
conclusion at which he professes to arvive will not be very |
sorviceable. That conclusion, as fur as T comprehend it,
may be expressed by saying, that as Capital originated in |
the earliest times, in like manner it now originates, aned
that as its functions were in the dawn of civilization, such
they are now, a conclusion which I hope to be able to show
is & petitio principit.

There is no nced to take exception for the purpose
of these notes to the analysis and exposition of
the original beginnings, if you will pardon the tauto-
logy, of Capital as Dr. Garran describes it, though i
such might be taken. Dr. Garran’s thrifty savage, '
who improved the shining hour to make better tools
or weapons, was certainly in a better position to live
and survive than his lazy brother, who basked in the sun
and slept away his holiday.  And the former probably be-
came a progenitor of that curious phenomenon, a progres-
sive race, while, from whatever physiological causcs, the .
descendants of the other doubtless remained stationary and
unprogressive. I accept Dr. Garran’s account of the origin
of this savage capitalist.  “ Let us suppose that in the dny |
e gets more than his day’s food.  He could take his good
fortune in the shape of luxury, by sleeping for half a day.
But if he has the germ of civilization in him, he can spend
the precious gift of time in improving his iwplements ; and
if he does that, he has gained a step.  He has made
one little movement towards becoming a capitalist.  In
this forin, therefore, capital is the child of two virtues, in- |
dustry and self-denial ; and it is well to remember the re- !
spectable ancestry of this form of capital, when we ave told
that all property is theft.” If, however, capital has not des-
cended in a direct line, it is scarcely much use to remember
its ancestry. But Dr. Garran does not stop here ; he goes :
on to argue that as capital originated in earliest times, so, |
he implies, it now originates. Then, was capital the |
same as capital now?  Now in this deduction I shink he is
guilty of the fallacy known as begging the question. Let’
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as return to the case of the savage capitalist and Jos pro
digal brovlers When they both get up the day after their
holiday to o hunting, it is true the capitalisi, with his
tomahawk, will e in a better position than before, hut an-
less he uses it to knock his brother over the head, the
brother will be in no worse position than he has heen sinee
his parents sent him Lo find a living for himself ; still the
world is all hefore hin, where to choose his happy hunting
ounds ; he loses nothing by his hrother’s new possession.

[v will, no doubt, be said, that when the severe struggle
for life, for existence, came, the capitalist would have a
Letter chance of surviving than the prodigal. 1 grant it ;
but that is only an alternative or particular statement of
the general lnw of evolutional progress. The weakest goes
to the wall 5 or, as Herbert Spencer says, the “fittest sur
vives.” Such, T know, as well asanyone, is the law that has
hrought the world to its present state.  Precisely the sume
course of natural selection that has evolved the lion and the
Liger, has evolved the capitalist; and T mean no disparage
ment by this comparison.

And here, perhiaps, it would be well to say a word as to
Lhe use of the word * Capital ” by Dr. Garean, As far as I
remember he does not define it, but secins to use it in
sense equivalent to money.  And though T am perfectly well
aware that it all the coined gold in the globe could he
enchanted back into its native rock toanorrow, or volatised
by means of electricity, and a brass button, stamped with
Midas” head, issued in its place, the world and the work of
the world would go on just the smne. In the present stage
of the world’s development, money is the representative of
every neeessary and every luxury of human life ; wnd, besides,
all such definitions of capital as © condensed and preserved
labour,” involve us in labyrinthine mazes of distinctions
Letween Hoating and fixed capital, ete., clbe.- a nomencla-
ture, and distinetions that belong, in my opinion, to a
science as obsolete as astrology and the Prolemaic system ;
a science that may, perhaps, be described as statie, or
analytic Economies, the science of  Smith and  Mill
Having touched on this point et me now return to our younyg
barbarians.  The doctor, anticipating the progress of civili-
sation, rightly foresces a time when the tribe of the eapitalist
will have a goodly store of tomahawks and spears, and the
descendants of the prodigal will still ronm unimproved.
What then will probably oceur, he however passes over in
silence.  Some day the strong tribe will probably altack
the weak one, the lazy and worthless men will be killed,
and the women and children carried off into slavery, where
their lords and masters will doubtless exploit their helots’
property, and still further increase their capital. With
this additional example of evolutional progress we  will
leave the embryo capitalist, and try to see the position of
a capitalist in the present day and how he becomes one,

o
Al

“We need not,” says Do Garran, “go to rude times orv
rude ages for illustrations of the way in which eapital ix
formed by self-denial, or, us economists like to enll it, by
abstinence.  We can trace the genesis of capital in this
way around us every day.  The smallest saver becomes an
incipient. money-lender and looks forward to an income
from interest, without having Lo work for it. Capital
would grow even if the savings were kept in a stocking ™
This secems to me a somewhat inconsistent statement.  This
capital is also doubtless @ child of industry and abstinence,
like the tomahawk, but surely if the primitive capitalist pul
his weapon in a stocking it would not serve himi much.

1 would also ask the doctor, is it logical to speak of
capital growing by lending.  Capital is indeed  a monster
that doth make the meat it feeds on,” but the most avaiicious
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londer who takes ©a breed of baurren metal of his friend ”
only takes part of what the friend, if the capital wis his
own, would himself pocket for his labour. This, however,
is n digression, as it does not aflect the argument, which 1
loft at the point where we were about to examine the posi-
tion of a modern capitalist. Letus take an imaginary case.
Mr. A. has £100,000. Capital is the child of two virtues,
industry and self denial ; what a virtuous, industrious, and
abstemious person must A thercfore be.  You and T can get
no workto do, perhaps he will help us. Oh yes, we can work
for him, and if we are virtuous, industrious, and abstemious,
we shall have a £100,000 too? By nomeans. We shall have
just leave to live, instead of to starve, and he shall double
his capital, and double it again.  This curious monopoly of
capital then, unlike the capital of the savage, even though
the modern capitalist does not tomahawk us, actunlly pre-
vents us from carning our daily bread without the help
and approval of the capitalist. The prodigal savage was nob
at all as badly off.

Now [ do not at all want to introduce another question
concerning natural rights ; T am quite content to believe,
for the suke of argument, that when a man comes into this
world he is as destitute of navural rights as a blind puppy,
and that when be goes out of it, he is equally destitute of
spiritual rights. T am quite content to say that society has
given, and society has taken away, if 1 may be permitted to
add that what society has done, it can undo.  But let us
return to the consideration of the paper.  Even were T dis-
posed to grant that as capital once originated, so it now
comes into being, I should still have to object thav the latter
part of the paper is really defence of the reasonablencss,
if not fairness, of the relations of capital and Iabour as
they exist at present. Let us consider this ; it is, T admit,
well deseribed by the doctor, ¢ We are led on, therefore, to
study the genesis of capital as it grows out of the use of
property, either by lending it, or by buying labour with it.
Under the competitive system, each gets all it can, and
lenves as little as possible for the others. 1t was an inevit-
able result of the conditions of human life in the evolution
of society.” 1 would ask-—When society has been evolved,
do the same conditions and laws hold 7 *Capital is abused,
because it has sometimes pushed its advantage unmerci-
fully, while at other times, so0 far from getting too mucl,
it Lias got nothing, or less than nothing. Capitalists go on
employing labour at i less profit. to themselves than they
could get from the current rate of deposit at the banks.”
Dr. Gruran has fortunately given us an explanation of this
anomaly, so clenrly expressed, that it would be unjust not
to quote it.  The want of success lies in the personal ele-
ment in the master.  The bank does not pay in-
terest on  deposits out of pure kind heartedness. As
he tells us, “the causes go towards making the profit,
which lic outside the sphere of the employed workmen,
cuch ns the commercial skill in buying and selling and in
financing generally ; one man has managed better than the
other ; he has bought better, he has sold better, he has been
a keener judge of markets, known better whom to trust,
caleulated better in framing his tenders, handled his men
with more tact,  Mr, Karl Marx would say that the fortune
of the successful man consistid, every penny of it, in money
stolen from his workmen, but would the workmen of the
other allow for a moment that his failure was duc to them ?
Certainly not ; they would attribute his failure to himself,
and himself exclusively, and would hold that they had done
work equal in quantity and quality per day to that of work-
men in any other shop.  Bul if we are to attribute failure
o bad administration, where is the fairness of denying

success to good administration?  Tdo not wish to deny such
success, but it has nothing to do with the relations of
capital and labour.  Failure simply means, eliminabing vhe
element of bad luck, that the capital had got into hands
unworthy of the opportunities it gives.

Jut T need go no further in pointing out, or trying to
point out what to me seem the inconsistencies of Dr. Gar-
van’s defence of the legitimacy of the present relations
between labour and eapital. I shall just quote one admir-
able Jittle sentence which contains a full explanation of the
difficulty.  Speaking of inventions and what we may term
Natural treasure trove, Dr. Garran appositely observes,
“ What these men have exploited is Nature and Nature’s
forces, and Nature never grumbles at being cheated, robbed,
or under-paid.” Tt is not hard to see where this leads us.
The opportunities then of exploiting Nature’s forces is the
real advantage that capital confers, and the land monopoly is
the Palladium of capital. When I began to examine this
paper, T had no more idea that it would prove itself so
admirable an argument for land nationalisation, than that
it would demonstrate the procession of the Equinoxes.

I donot say Dr. Garran’s position is not perfectly clear, I
merely say it is not logical, and that 1 do not imagine there
would be any objection to it outside these four walls,
However, T will go further and even admit that to make
it logical it is only necessary to grant one condition to start
with, and one too for which he can certainly quote the
highest authority. Towards the end of the first chapter of
Genesis we read, * And (tod saw everything that he had
made and behold it was very good ;” and granted that it
has remained so ever since, even the logic of this paper is
unassailable,  This may be the best of all possible worlds,
and the Doctor’s expericnce may have led him to believe
that if perhaps the world could not be better, it could not
be different. Does Dr. Garran believe that what has been
is what shall be?  Does he consider that for the future as
hitherto the hand of the capitalist will be against every
man, and every man's hand against him —in other words,
that each party will drive the hardest bargain they can !
If he does his position becomes sustainable, but it is a hard

saying.
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Tue Sepremser Muprives. -On the 2nd inst., the |
Monthly General Meoting of members was held in the
lRooms. Mr. Vice-President Wilson occeupied the chair, |
and there was a fair attendance. An apology was sub.
mitted from Mr. B. R. Wise, who regretted having to be
absent from the meeting owing to important country busi-
ness, and asked that his paper might be held over until |
next meeting. A paper was read by Mr. A, Forsyth, which
appears elsewhere, and discussion of Malthus’ theory and
the “ Genesis of Capital ” followed. :
The Reading Circle Meeting was held on 16th Sep |
tember, according to custom.

DISCUSSTION.
(1.) “Toe Tnrory oF Manrnus.”

Our report of the adjourned discussion on Dr. Hllis’
paper was crowded out of last issue.

Mn. Boake referred to the relation which the theory
of “survival of the fittest” bears Lo the Malthusian doc-
trine. It was not true that the fittest, either physieally or
morally, survived, but often the richest, or those who in
the struggle had the hest capacity for acquisition ; and for
every case that came to light of genius succumbing to its
influence, there must be hundreds we knew nothing of. 1In
evidence of the immutability of man, we had the fact that
as far back as reliable records extended, men seemed to
have reached the pinnacle of individual intelligence, and
even of physical structure. The whole theory of evolution
was based upon the law which governed the selection of
animals, and produced intensifizcation of certain qualities ;
but the selection obtaining amongst the human race had
escaped proper investigation. Besides the element of
chance, there was the distinct law of opposite characteris-
tics, and hence, strength or weakness, intellect or sim-
plicity, virtue or vice, were not confined to any particular
class or people. The extinction of families possessing
highly intellectual qualifications was well known, and
Herbert Spencer had alluded to this as a possible future
check upon population ; and it might well be that the higher
education of woman, if pushed to its ultimate conclusion,
would tend in this direction.

The discussion was continued by Mr. Duckworrn, who
pointed out that Malthus’ teaching was, to a certain extent,
modified by three causes, which were emigration from over-
populated centres, the large increase of capital during re-
cent years, and the law of increasing returns for manufac-
tures.

Mgr. Hrevpow (the President), said that in considering
Malthus’ theory it was necessary to look at present facts.
What were the facts? The world was far more densely
peopled now than it was 3,000 years ago, and the general
standard of comfort was higher. The spreading of popula-
tion was not the source of poverty, as the increase brought
a higher state of comfort for each individual. What was
more commonly given as conclusive proof of a country’s
prosperity than its greater proportion of marriages? He
did not agree with those who considered as mischievous
Pitt’s saying that the father of a large tamily was n hene-
factor to his country. That statement held good for at
least partially-occupied countries, such as the Australasian
colonies.

Dr. ELris, in reply, said that the object of his paper
was, after consideration of Malthus’' premisses, to show that
though these were true, yet another conclusion was possible
in preference to that enunciated; in fact, Malthus’ con-
clusions had not been borne out by subsequent facts, al-
though at the time his influence was great enough to influ-
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ence Pitt to modify the Poor Law system then obtaining
in England. Tt should be borne in mind; hawever, that
now Malthus’ theory could not fairly be brought forwand
ngainst any fresh areument or social theory which nmight
be advanced.

(2) “Tur Gusests or Caprran”

Mui. Byexe opened the discussion on Do Garean’s paper
with the enquivy whether capital could spontancously e
produce itself, or if it muost not have come from ante-
cedent capital.  Thal which now existed was the result of
former partnerships, which chielly involved the exploitation
of Tabour.

M. Cormack said that the paper had well set out the
two great factors producing capital,- industry and absti-
nence. [n pointing definitely to these the case had been
proved, although there were certain disturbing clements
which had created the desive, on the part of some, for the
change of laws now hased on individualisim, to others so-
cialistic in tendency.  Wealth, in some cases, as in the
“Jewellers” shops ™ referred to in the paper, had been golten
lightly, and the law giave possession to the individual and
freedom to consume his gains by dissipaution and extrava-
gance, without the State receiving a share of the wealth
which had heen stoved up for all.

Mx. Canmext said that 1t would doubtless be admitted
that labour now required a basis of capital in order {o sue-
cessful production, and that civilization was higher, though,
perhaps, its results were not happier, at least, for the
low sub-stratum of population.  There was always, in large
cities, a residuum of the population, which, with all the
average improvement in Kuropean countries, and despite
trade organizations, could hardly secure employment.  Tf
such did not aceept the so-called “starvation wages,” they
could not be employed at all.  He did not think that So
cialism would remove the ditliculty, becauvse it would pre-
vent emulation on the part of individuals. It was not quite
clear that the unlimited right of bequest was a good thing,
or that present legislation should not be amended in the
direction of restricting the right of inheritance from dis-
tant connections.

MR. Boaxk considered that the paper was a plea in de-
fence of the present capitalist system, as against Socinlism,
and the theory of State capital. He agreed that it was ex
pedient that a man should own that which he carned Ly
his own labour, intcllectual or otherwise, but this involved
the contrary, which was the basis of Socialism, that it was
inexpedient for n man to hold that which he had not earned.
To obtain interest it often needed no personal effort for
the investinent of capital ; and, in a sense, the interest was
not earned.  Why should municipalities have to negotinte
loans at considerably higher rates than the Goverummen,
when the guarantec of the latter could be casily given to
secure repayment ?

Mg. Crerp read s paper, which is referred to clsewhere,

M. Jonw Hunst, 1uN., saidone view of the genesis of capital
had been set forth with great distinctness by Me. Morrison
Davidson, who averred that “its genesis was in the carliost
times, possibly pre-historic times, when slavery was vegarded
as a normal and praiseworthy institution, when the ficrcer
and oppressing class accumulated capital by enslaving the
masses and robbing them of their earnings ;" and that the
capital of the present day is “ the well-preserved plunder of
earlier times, and gives to its present holders an unfair ad-
vantage over the bulk of the population, enabling them in
this day legally, and with a show of right, to grind and
tyrannise over mankind,”  DBut this explanation wasg
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aroundless and illogical, and opposed to what came under
observation every day. The wealth of past days had, in a
large measure, been used in ostentation, or in building pyra-
mids, monoliths, and monumental cities, which, from ex-
traneous causes, had become useless as fixed capital. And
ns to growth of capital, even under the supposition that
none had been imported into Australia, but the present in-
dustrious and skiiful population had settled here, and been
enabled to live through the first decade, there would pos-
sibly have been as much wealth as there is at present. In
a young community the origin of capital was continually
before our eyes, but in an older community, where & great
part of the capital had been inherited, its genesis was more
difficult to trace, and might be a matter for theory. The
use of wealth as capital opened up questions which vexed
many minds, though the greater accumulation of capital in
a community was not a menace t0 the workers. The rate
of interest was not bound to follow the rate of wages. He
trusted that Dr. Garran would deal more at length with
the important subject discussed.

Mn. Forsyrir considered that the paper, so far as con-
cerned the genesis of capital, was clear and distinct. The
accuinulation of capital now was owing to superior superin-
tendence, although, as Professor Scott had pointed out,
some capital increased without the owner rendering good
service to society. -

Dr. Ervis referred to a possible inconsistency in the
paper as to the relative importance of industry, seif denial
and the exploitation of Nature in the production of wenlth’

Dr. Garray, in reply to the criticisis which had been
made, said he necessarily assumed that capital had accu-
mulated under the conditions which actually existed, hoth
in past times and in the more cowplex circumstinces of the
present. Economic abstinence ” was a voluntary thing,
and it could not rightly be considered that the working
people who possessed no luxuries, exercised such absti-
nence.  There were at the present time two economic sys-
tems which might be contrasted—the one where wages
were fixed by the market value of labour, and out of which
might be said to arise the battle of life, and the other, a
socinlism of compulsory equality. Between the two systems
society was at present making rough-and-tumble efforts to-
wards giving a man that which he earned. In the first
case, wages werc a fixity—the market rate ruled ; in the
other case, there was compulsory equality : there was no
medium cdurse available, Now what was a fair distribution
trades’ unions had been unable to show ; they had power
only ns a lever, and did not alter the fundamental principle
that ¢ those should keep who can.” It wasnot by fairness
but by force—there was no test of fairness—that the
unions did their utmost to get the best terms they could
squeeze for themselves. Natural right was only a phrase,
and no available test lay behind it. If interest were taken
off the produce of cupital, only the earnings of management
or superintendence would often remain. Edward Atkin-
son, in relation to American manufacturing industries, had
shown that their success was due to the strong energy and
skill of the leaders of industry, rather than to mere muscle,
and this held good largely in agriculture also; but while the
masters were making fortunes they had increased the com-
fort of the people. He thought there was a clear distinction
between the manufacturer and the distributor ; the former’s
profits were not got by squeezing or charging unfairly, but
all profit made by distributors came from the customers
who purchased from them.  He would reiterate that
capital, as it exists, i3 an honourable product, and does not
deserve to be termed © theft.” If a large part has been un-

righteously acquired in the past, it is but small compared
to the total got by toil of brains and brow—the proportion
I honestly got being very large. He had been told that on
| the average capital throughout the colonies had, last year,
1 made not wore than 5 per cent.  He thought there was a
i present tendency towards the increase of wealth and wages,
| with a reduction of prices of products and interest, by the
 incrensing use of machinery, and increasing intensity of the
| employment of capitalists.
The meeting was then brought to a close.
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froight was so high, only from 18 6d to 2s 6d per ton wns

aid for discharging cargo at Coloniul ports. e thonght
that the subsidies which foreign vessels trading abroad
received from their governments could be neutralised by
better laws for Dritish shipping. Wages were an impor-
tant factor in connection with shipping, hut he thought
that at present the industry was more productive to the
capitalist than the labourer; matters were regulated by
shipowners among themselves by their formation of rings,
which gave the opportunity to make unfair profits.

Mr. S. Byr~ye considered that the position of the
shipping industry was not a question of Freetrade or
Protection. British supremacy was threatened by the
legitimate rivalry of other nations, whose shipowners cut
down expenses in the endeavour to get trade. The British
geaman was almost & myth ; the principal number of the
class were foreigners, and the remaining British of an
inferior class. The Lascars were British subjects, and
they were an inferior class. He thought that American
-capitalists might be largely interested in shipping though
the ships did not carry the national flag. It should be
remembered that the old English Navigation Laws had
once existod, and the American legislation was but a
modification of them. As regarded the Colonies, the ships
of ony foreign people could come here with any clnss of
men, and paying any rate of wages; the only check at all
existing was that of the Trades Unions. He thought
Captain Hynes’ paper looked at the question from the
capitalist’s side.

Mr. CarmmsT said that thers was no excuse for the
State control of ocean lines. The P. and 0. and other
companies—perhaps because the question of efficiency of
labour was involved—had never paid a large dividend. ~ In
the case of the maritime labour unions it scemed as if the
men were doing all they could to try and spoil the trade of
the Colonies.

Mr. GeLiive said that the success of the British ship-
owners in triumphantly competing with foreign subsidised
shipping, and paying higher wages, was a striking fact.
‘What would be the value of the colonies’ wool if there were
no railways and no ships to convey it to the great centres ?
Shipping was a great factor, and its present position of
much importance. The paper rightly condemned the
labour organisations for enforcing arbitrary rules and
unjustly interfering with the shipowners management of
their own affairs. He, howaver, disagreed with the state-
ment made by the writer that economists appeared to look
on the present position of affairs with approval. It did
not follow that because ‘the rights of labour were
discussed, the siugle tax, co-operation, profit-sharing, and
a more equal distribution of wealth,”” that socialism was
approved of.

Mr. Forsyrh said that it was quite true the maritime
trade of America had declined, but the main cause of this
had been avoided by Mr. Teece. It would be admitted
that the iron industry of England preceded that of the
United States by a very long period, and even now the
American shipping industry was not developing rapidly,
because capitalists there were not reduced to such small
profits as in other countries. It was noticeable that three
protected Colonies were doing the shipping trade for New
South Wales. Yet on the lines of the arguments brought
forward, it followed that those Colonies should not be able to
do what they were doing. There were no Colonial-built
ships in any case, although owned in the Colonies. The
United States, apart from ocean commerce, did a ver
large home trade,—indeed a much larger inland trade than
the over-sea traffic was, and did not compete for a trade
which was too poor. American shareholders held very few
shares in British Companies, because of the poor results
obtained. Either Freetrade or Protection was not of much

advantage to a shipping industry. It had to be remem-
bered that, apart from the present position of affairs, the
American legislation had been successful in building up the
shipping industry in time past.

Mr. J. WiLson said that the treaty with Hawaii which
had been referred to, rose out of arrangements made for
irrigation, and was an instance where a monopoly granted
by the King in connection with territorial improvements
had exteaded to the local shipping trade also. A recent
paper by the American Forestry Department brought out
the remarkable result  that America threatened now to
acquire a monopoly of producing iron and stesl rails, to
the exclusion of British manufactures.

Mr. Cuarp pointed out that the largest mercantile com-
pany in the world was the Messageries Maritimes Co
having the largest reserve fund, largest tonnage, and the
finest fleet. 'The Nord-Deutscher Lloyds did a fair share
of American business with their vessels.

The debate was then adjourned.

Dr. Garran’s *‘ Genesis of Capital.”

Notes ny Jonn Hurst, JUunr.
Ix his view of the origin and growth of capital, the learned
doctor is on indisputable ground. He is treating of the
Genesis of Capital, not of the justifiability of its present
ownership, not whether it is at present in the hands of
those who earned it. And its parentage,” as he sets it
forth, cannot for & moment be doubted.

There is that other view of the question, which is the
groundwork of all Socialist theories—the view of Mr.
Byrne and Mr. Boake. Itmay be found set forth at length
in the writings of Mr. Morrison Davidson and others.
Briefly stated it is :—That its (Gienesis was in the earliest
times, possibly prehistoric times, when slavery was regarded
as a normal and praiseworthy institution ; when the fisrcer
and oppressing class accumulated capital by enslaving the
masses, and robbing them of their earnings; that the
capital of the present day is the plunder of earlier times,
and that it gives its present holders an unfair advantage
over the bulk of the population, enabling them in this day,
legally and with a show of right, to grind and tyrannise
over mankind. In short, that the capital of the present
day is the actual thievings accumulated in the era of
slavery.

This seems, on the face of it, so illogical, so opposed to
what is going on before our eyes, that it is surprising to
find how widespread an idea it is.

As disproving that the capital of the present day is the
well-preserved descendant of the slavery era,—in, for
instance, Egypt, where history can be traced further back
than anywhere else, where, in the earliest days, nations
were conquered and taken into captivity, was the result of
their labours stored up? "The wealth they created was
consumed, spent in ostentation, in building pyramids,
monoliths, or monumental cities; or, if as granaries, they,
from outside causes, have become valueless as fixed
capital; and any other wealth they had was consumed or
wasted.

As to the manner in which capital grows: If there had
been none imported into Australia, but the present indus-
trious and skilful population had settled here, and been
enabled to live through the first decade, can it be supposed
that there would be no capital accumulated in Australia?
There would be none of the swag of the prehistoric robber
to breed money from, but there would probably be as
much wealth as there is at present, and, with similar laws
of rights to property and of inheritance, it would be in
very much the same hands.

As showing that capital is not vested in a hereditary
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capitalist class, tuko an instance, twenty similar to which
cant be given by cach persan present, A man who came
here somao thirty-live years aga, i brassfounder, who lind
nothing exeept his health and strength and knowledge of
his handieraft, who got into a situation, saved a little, got
a vory humble little workshop of Tis own, worked like u
horse, kept a family on 30s per week, was Lelped loyally
by his sons, and is now that most objectionable erenture— .
n capitalist.  Is it to be supposcd thut what he has now is
some of the swag of tho prehistoric slavery era? It would
be very diflicult to prove; and there is no man whe carns
his living by work of hard or brain who should object to
its Grenesis until industry and thrift are dethroned from
among the virtues. In o young conmunity Iike this, the
origin’ of wealth is continually Delore our eyes. Tn an |
older community, where a great part of the capital of the
commonwealth Tas been inherited, its (enesls is move
difficult to trace, and may be a ficld for theory.

But, to proceed farther with Dr. (tarran’s paper, one
essential portion of the guestion has not been touched. i ‘ !
All that has been traced is the accumulation of wealth,
but the use of wealth as capital is a question that vexes r
many minds.  No one could object to the saving of a siore
for philanthropic purposcs, or as u reservoir on which to
dvaw in times of depression or misfortune, but the deliate-
ablo state of affairs arises when it is lent out at interest,
and tho owner of it lives on its increase and not on its con-
sumption. The objection to interest is more ethical than
economic. 'he matter would be very juteresting in Dr.
(tarran’s hands.

In all discussions on this subject it is necessary to keep

to the standard economic definition of capital.  When Dr.
Garran says *“ the case of profit made out of the londing of §

PAPERS

\L.L. VELLUM
AT T, COMMEgCIAL WORIZ,

money is a case in which the exploitee is not a wage-
getter,” he opens out very important ground. In all
popular talk, the man spoken of as the capitalist 18, In
most cases, not one at all, or only one to a limited extent.
He is able to command capital, but he has to borrow and
pay for it. If to the popular eye he looks like one, he
certainly, for purposes of philosophic investigation, should
not be regarded as it, and considering lim as such confuses
the issues very considerably. However he may appear in !
the eye of his employce, there is, in fact, no partnership M

) BRIDGE STRERT.

between him and the actual owner of the money. To put
the converse of the proposition suggested by Professor
Scott, in the eyo of the capitalist, the employer goes into
partnership with the workmen to use his capital profitably.

It is necessary to recolleet that the greater accumulation

1
of capital in a community is not & menace to the workers.
The rate of interest which it ean conmmand depends on the

5
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amount available, and the profitable openivgs there are
for it. The rate of interest is not bound to follow the rate
of wages, as some writers would have us think, though
they may at times move togother. The net rate of intorest
in New York, the element of visk being eliminated, would
be about oue per cent. but for the combination among
capitalists in the form of frusts, combinations, aud rings.
Ly which the free competition of lenders against each
other is interfered with.

If a man opening up an industry could borrow the
necessary capital at ono or one and a-half per cent, the
amount available for division between himsclf, for earnings
of management or profit, and his workmen, for wages in
the ordinary sense of the term, would be very much
increased.  There would, in that ecase, be a “spoil” for
him and them to fall out over the division of; much
different from what is the case in the maritime dispute now
going on hore, in which, for instance, the Hunter River
stoamoers, for some time hardly competed with by the
railway, and run at a loss, are bheing still further hampered
and squeezed by tho men.

;
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power to tear them from their allegiance. But let it be
once understood that your government may be one thing
and their privileges aunother—that these two things may
exist without any material relation—the cement is gone,
the cohesion is loosened, and everything hastens to decay
and dissolution. As long as you have the wisdom to keep
the sovereign authority of this country as the sanctuary of
liberty, .the sacred temple consecrated to our common
faith, wherever the chosen race and sons of England
worship freedom, they will turn their faces towards you.
Deny tﬁem this participation of freedom, and you break
that sole bond, which originally made, and must still pre-
serve the unity of the Empire. It is the spirit of the
English Constitution, which, infused through the weighty
mass, pervades, feeds, umites, invigorates, and vivifies
every part of the Empire, even down to its minutest
member.”

I desire to acknewledge the assistance I have received
in the preparation of this Paper from Mr. Coghlan’s most
valuable statistics.

Three Systems of Political Economy.

By Hox, A. Garean, LL.D., M.L.C.
II.

The great writer who gave expression to the wants of
the new and rapidly growing industry, was Adam Bmith.
His great book, “ The Wealth of Nations,” was published
just as England was entering on her new career. Although
stimulated to & large degree by French writers, he wrote
under the inspiration of the conditions around him in
Scotland and England. He gave voice to the wants of the
new school, and especially to its great want, freedom of
movement. Governments had always been possessed with
the idea that they could do something for industry, and
they certainly had done something for landowners. Adam
Smith pleaded for freedom of trade and the abolition of
restrictions. His work was the hornbook of successive
generations of statesmen, and few closet philosophers have
ever had so direct'an influence on Budgets. All the legisla-
tion that tended to liberate trade proved a success for its
special purpose, for the liberated trade answered by
immediate expansion. The idea more and more -took
possession of peopls, that trade, including in that expres-
sion both manufactures and interchange, was the great
interest of the country, that the one thing needed for the
prosperity of the nation was to look after trade, and that
all other interests would benefit in its wake. The great
contest between the trading class and the older possessors
of political power took place during the battle over the’l
Corn Laws, when trade asserted its supremacy.

And. now once more the centre of gravity is shifting.
We find ourselves in an age when the whole trading class
is condemned and ridiculed as bourgeois. The factory
system, while it has realised its great aim of cheap pro-
duction, has developed special social evils of its own. In.
this world there seems to be no such thing as an exclusive
blessing. Every advantage gained has its shadow behind
it. Factory laws in England did a great deal to prevent
the overwork of women and young children, and the
education laws secured to all children the power to read

and write. But that has dealt with only part of the
difficulty ; the greater and more serious work remains
behind. The whole adult male class is claiming, with more
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excessive competition, and some guarantee against want of
work. A wholly new system of political economy is bein

formulated, and it is being shaped exclusively from the
point of view of the receiver of wages—a point of view
wholly different from that of the landowner, or that of the
trader. Marx has done the most to give form to’ the

complaint of the worker, and to ergue that he is exploited

and robbed by his Bmgllsyer. But it cannot be said, that,
the new system is definitely embodied in any one treatise,
for it occupies all the intermediate ground between a
system of restrictions on existing abuses and the establish.
ment of - thorough-going socialism. 8till the main ides
that inter-penetrates the workings of all radical reformers
belonging to the wage-getting class, is that their class ia
the only one that needs to be considered. Let the Govern-
ment do full justice to the workman, and then there will be
no need to care for anyone else. Socialism goes so far ag
to say, that there need not be any oue olse, and indeed
that there ought not to be—that Government ought to
extinguish every employer and every form of capital, and
prohibit every kind of saving, and that all members of the
community should be co-equal workmen, working for State

wages.

The factory system, though it destroyed the system of
home manufacture, and in one sense diminished the per-
sonal liberty of the worker, in another sense prepared the
way for his greater political liberty, because men in aggre-
gation learned to feel the power in union, and the mental
collision proved & high political education. The factory
workers claimed and obtained a share in the suffrage, and
their theory of political economy is not the dream of a
philosophical student, but the demand of men who have
votes to back it.

We have thus three distinct systems of political economy,
each representing a class interest, each sheped from a dif-
ferent point of view. The one rests on the assumption of
the supreme importance of the landowners, the next on
the supreme importance of the traders, and the third on
the supreme importance of the receivers of wages. Is it
necessary to eay that a complete system of political
economy will take cognisance of them all, and do justice
to each? Until socialism is established, the importance
of the employing commercial class cannot fail to be re-
cognised, while the prosperity of the landed class is 1nti-
mately interwoven with the general well-being. Indeed
it is worthy of note that in these colonies our present
financial condition is forcing us to recognise more than
we have done of late years how the productive use of the
land lies at the basis of our prosperity. On every hand
we hear the cry raised that the people are not only to be
put on the land, but that everything that the Government
can legitimately do is to be done to make their use of the
land profitable. The cry is, let them have cheap freights,
cheap money, and let them be helped to the highest price
for their produce. This ery has no feudal ring about i,

{ because the landowners, whom it is thus sought to help, are

not large but small ones. Still there is a growing feeling
produced by our conditions, that to recover from our deep
depression we must get more wealth out of the soil, that
the land onlyis our great resource, and if we could but
make every occupier in the country prosperous, we ghould
soon bid good-bye to bad times. We are very far, there-
fore, from having out-lived the theory which bases the
prosperity of the community on the prosperity of the occu-
piers of land. Wearecrying out for amore numerous landed
class and a more prosperous landed class, and this cry 18
begotten of our adversity.

[The full Report of the meetings held on 5th and 11th
March will appear in our issue for April.]
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colony that the general depression and severe losses which have
taken place since 1890 are the effects of a set of canses widely
different in character from those mentioned by Mr. Chard.
The failure of Baring Brothers in London, or the political
jugglery of the silver ring in America, or the incorrect
assumption of an insufficient supply of gold-currency in gold-
using countries, have had little or no bearing on our colonial
troubles. Even the comparative losses owing to the fall in prices
for our exports have to a great extent been met by bountiful
scusons, larger production, and increased facilities for cheaper
transport, and by lower priced imports. IFalling prices are
only the natural results of civilised commnnities having edu-
cated the millions of semi-civilised people to compete with
them in the use of machinery, the production of raw and
manufactured goods, in the arts of trade and commerce, with
nearly egual skill but with greatly reduced cost of labour.
This, in my opinion, should explain Mr. Chard’s difticalty
about cheaper production and falling prices, and serves to
show that the more eivilised communities must now adapt
themselves to this new econmnie force, in which there can be
no place for -ignorant labour, demagogy, and mandlin senti-
mentality.  They mmst continue to forge ahead of these
competitors or go under.  Mr. Chard mnst come nearer home
for the canses of our depression sinee 1890, the real sonrce of
which lies in the rotten system of professional politicians, in
our democratic governments maintaining power by the waste-
ful expenditure of millions of borrowed money, in Imying the
political votes of the roads and bridges members, the shame-
fully overloaded Civil Service vote, and the revolutionary
socialistic labour vote.  The fictitions prosperity brounght
about throngh these rotrten political practices developed a
perfect system of intercolonial  combinations of organised
labonr and new unionism, which, having tasted the sweets of
the government stroke at high wages, resolved that this
syatem of government employment must hereafter displace the
competition of private enterprise,—and State socialism minst
be enforced.  Therclore, with well-filled money-chests for
fighting purposes, war was declared in 1890 by a general
attack all along the line, and the battle-cry was—New Union
TReconstruction of Society ™ ; but, fortunately, the hluudering
tacties of their ignorant leaders saved the conutry from more
=erious conzequences, hut the loss of confidence which this
revolutionary attack npon capital brouglit abont still remains.
Failure in trade union attacks, unfortunately, led to political
atecesses, when thirty-six socialistic labour representatives
were elected to Parlisment, and then covmenced a repetition
of the same blundering tactics of legislative attacks upou
capital, resulting in the withdrawal of millions of Lnglish
depozits from colenial financial institutions.  Colonial deposi-
tors followed the example.  Values fell, and the bauk crisis
followed.  In the meanwhile, snccessive Governments vied
with cach other in aiding the lubour party, by complying with
the cauens socialistic demands : one man one vote was con-
ceded : payment of members at £300 a year followed ; the
coul-mining and shipping industry, banks and other financial
institutions were all made to feel the lash ;| compulsory arbi-
tration Letween labour and capital-and a penal cight-hour day
must be enforced ; bills for permission to carry out certain
work by private enterprise are inconsistent with State socialism
and received a short shrift ; a State Lank and an unlimited
supply of paper mouey to carry on public works are the ne
plus ultra of their economic wisdom ; but before all things
the Legislative Councili must .be reduced to & set of automa-
tons, to remove their resistance to this senseless legislation.
Local government upon sound principles, which would purify
some of the political rottenness and lessen taxation, must not
be permitted. Retrenchment of the disgracefully overloaded
Civil Service may be preached, but dare not be practised.
Wasteful extravagant expenditure on nseless relief works,
under various disguises, which in effect panperise the manhood
of the country, must be perpetuated ; and the whole taxation

of the country—stimulants and nareotics excepted—must be.

made to fall on 60,000 people, out of a total of 360,000 in
N. 8. Wales, by a land and income tax, with exemptions, and
an extra 20 per cent. must fall on the hated absentee capitalist,
Can Mr. Chard see no economic data here to account for thé
loss of confidence in the security for present and prospective
investments of capital in private enterprise? Is this not an
economic argument to prove the cause of the poverty and
distress since 1890 which he complains of 2 It has been truly

said—* All productive employments involve larger capital and

more indirect and longer processes of production, and there-
fure require public confidence as the basis of their successiul
application ; without this principle of economic anticipation
no real industrial advance could be made ; and the more
complex and progressive the community the greater will be
the economic imporiance of confidence in future resunlts,
Anything which destroys this business confidence, or eredit,
can at a stroke wipe out the value of prospective investment
and obliterate the nnrealised results of progressive enterprise.”
It would be trespassing too much on the time allowed for
diseussion to follow Mr. Chard’s paper any further; but,I
venture to think that one may find more reliable guidance 'in
the economie doctrines founded by Adam Smith than in those
of Carl Marx or Henry George, and that, in reiteration of Mr,
Chard’s opening remark, “It is the duty of economists 1o
carciully study these things, avoiding bias, and out of their
trained knowledge to speak fearlessly, so as to do justice and
give practical lielp to their fellow men.”

Mr. Cramp, in reply, said : The discussion on my paper
lias not been logical or satisfactory, for instead of following
this important subject, which was clearly and carefully worked
out in my paper, the various speakers in the discussion seem
to me to have been led away from the main point altogether,
to air the henefits of freetrade, or to deery the working classes
for being led by demagogues. The old maritime strike in
Sydney some four or five years ago was wearily raked up
again, and wage carners were told to be thankiul whether
able to get work or not, for their sins were past forgiveness.
One speaker, while diseussing all that the other previous
speakers had said, took ne notice of my paper except to cay
that he did not think there ever had been any commercial
depression at all ! The last speaker 1 shall refer to, said that
of course it was the object of everyoue to live on interest or
rent, and whether this affected the state of trade or tended to
lessen the employment of lubourers was immaterial.  He con-
tended that money percolated from one class to another all
through society, und therefore it did not matter how wealth
was distributed.  The real subicct of my paper not being
dealt with in any clear or syvstematic manner, it is useless
for me to male any lengthy reply to that which 1 consider
irrelevant diseusszions of local or other matters quite outside
the scope ol my paper.

The meeting was thereupon brought to a close.

Political Economy.

In Aristotle, political economy secems to emerge as a study
of the relative desirableness of economic occupations, condi-
tions, and instructions, which he decides in favour of agricnl-
ture, philosophy, and politics as employments, of slaveliolding,
travel, and learning as conditions, and of aristocracy, private
property, and government only by men as institutions. In
France, under the Physiocrats, political economy was also an
inquiry into the relative utility of occupations, but wmodified
by the inflaence of Colbert’s example which helped to make 1t
a theory of uational prosperity through diversification of
industries. In England political economy has never swerved
far from o theory of class rule over a colonial empire, employ-
ing ilitary and treaty power, protection to home manufac-
tures or free trade in agricultural products, or subsidies to
ships, or coercion of inferior races, in wWhatever degree would
promote British trade.

Y
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_ Malthus first shifted political economy into a philosophy of
social distress. Humanity required people to die prematurely
of disease, poverty, and other economic checks on population,
since, if they all died comfortably of old age, they would take
up too much room and consame too much food.

Ricardo aunexed political economy to deductive logie.  The
one thing required to be known was the power of the Syllo-
gism. 1f the industrial log saws up into rent, interest, profits,
and wages in distribution, then rent, interest, profits, and
wages must compose it in production.  This would not be
true of a pine log which saws up into beams, slabs, scantling,
and sawdust in distribution, but.is composed in its production

of carbou, nitrogen. silica, and other substances delieately

interwoven by sunshine, gravity, and capillary attraction.

But biological similes should not be wrested ont of thetr place!
Ricardo resolved wealth in its distri-;

to darlen economies,

bution back into the forces which had created it—rvent, profit,

wages, and interest—as implicitly as, at the close of a dona-

tion party, Mrs. Jones takes back her cups and sancers, Mrs.

Snooks her spoons. and Robinson his skillet.

In opposition to Ricardo’s sedative, which assumed that:

those who get nothing wust contribute nothing, arose a swarm
of schouls, each charging the others with Socialism, some of
which thought, with Mill and George, the values which enter
into land do not come to those who contribute them ; others
with Laszalle, Marx, and Owen, that the values which assnme
the form of profits are not due to the labours of these who get
them : others with Marx, Hyndman, and Gronland, that the
values due to labour do not all take the form of wages, and
others still with RKellogg that interest on money is a form of

bondage, while Prudhon and DBakounin comprehend  these
several complaints in the one charge that all property
robbery and all confiseations ave just.  Thus the justice of

every part of the scheme of cconomie distrilmtion is attacked. |

TFor fifty years past political economy haz been, more and
mare, an ethical inquiry into the social justice of the actual
ceonomic distribution of wealth which now goes on in =ociety.

Mr. Carey conceived that the actual distribution of wealth
is sufficiently defended in showing that in modern production
labour receives, relatively to eapital, an ever-increasing share of
an ever-increasing prodnct.  DBastiat, in IPrance, and Mr,
Ldward Atkiuson, in America, follow Carey in this general-
ization with as much pride as if the chick were one of their
awn hatehing.  Unfortanately for its ethical value us a social
seidative, it omits to record that the labourer’s share per unit of
product—i.e., per yard, per ton, or even per dollar’s worth—
wny increase in its ratio to the share of the capitulist in that

same yard, ton or dollar’s worth of product, yet if the number

of yards, tons or dollars’ worth of product in which the
eapitalist gets his diminished share becomes, as his capital
expands, a thousand or twenty thousand fold greater than the
mumber of yards, tons or dollars’ worth in which any one
laliourer wets his incrensed share, then the disparity in con-
aition between employer and emplayed would, so far as the
Cuarey-Atkinson law is concerned, continually become greater.

The distribution of wealth in the economic world is all
determined by a process of free exchunge.  So far as jural law
is concerned, the distribution of wealth is absolutely anarchic.
The wage-worker is driven to take the rate of wage he actually
takes by no law but that of the social necessity of working for
sume employer in order to live. But in the jural seuse he is
free to choose his employer, his work,-and his wages, under no
other penalty than that of being without either. So in the
sales of goods, the renting of land, the obtaining of profit, and
the precurement of control of monopolies.  Every monopoly,
at the time of its creation, iz as freely open to be created by
those who «decline to create it as by those wha do.  Hence all
monopolies begin in a valneless stage, ahd attain value by
increment through subsequent events.  Land, when and where
it is first appropriated, i3 always valueless.  Iivery bargain by
which an Astor grows rich liex open for months to handreds

, omipotent.

of Smiths aud Browns who could take it but would not. In
economic values, as in spiritual worth, nothing is worshipped
until it has been despized and rejected of men, and crucified
hetween thieves. Then ¢ the stone which the builders rejected
is made the head of the corner,” and we say, Why should that
stone monopolise that favoured position ?

At every point where economic value grows, the human
will is free.  Slavery formed no contradiction of this principle
in the law of value, for the slave had economic value only as
between the master who was free to sell him and the purchaser
who was frec to buy him.  As legal rights cut no figure in
creating any instance of value, =0 they do not aflect the
number of  valuable exchanges any man may make, the
quantity of goods he can buy, of labour he can hire, of con-
tracts he can enter into and perform, and hence the mass of
wealth he ean win.  Whoever can always get seven for what
costs him five, would be in ceonommics both ommiscient and
He could, if he lives long enough, absorh the
world's wealth by making the rate of prodnction more rapid
and the equality of cmployment more perfect than it could
otherwize be made.  Dut if this were true the world wonld

inever be g0 rich as when he owned it all, for it wounld be

governed by infinite economic wisdvm, with the universal
maximam of consumption upon the minimum of -effort.

I'rof. Comnons, in  The Distribution of Wealth,” treats
his =ubject in five chapters, the first of whiclh is entitled
“ On Value, Price, and Cost.”™  In this chapter he
seems to endeavour to combine the = Marginal Utility ™
formula, the *Sapply and  Demand 7 formula, and the
“Cost of Production” formnla into one formula.  This
<till omirs the values which are determined by the ¢ Capitali-
ation of Earnings ™ formula, sueh as the values of land, of
opportuniticx, of good will, and of “plant=” and all fixed
capitals.  The pivotal question in the law of value now is ax
to the exact terms upon which the productive power, or the
means of buying, of the consuner, equates itsell against the
productive power, or means of acquiring and holding, on the
part of the seller.  Upon some terms valne is an cquation
between these two forces.  The seller’s facility in acquiring is
a depressing foree on price, while his means of holding ix at
times an expanding forece.  On the contrary, the Dbuyer's
facility in production of counter-commoditiex is an expanding
foree, while his capacity for abstinence is a depressing force.
The harometer of the velative intensity of these forces 1s the
cost of production of the dearest. continnons supply. A
utility, & pleasure, or an enjoyment cannot measure a valne,
because it is not expressible or thinkable in terms of woney or
any other value form.  But a cost can. It is money.

The Austrian school, in their cffort to measure value by
marginal utility, says that it is measured by the * least intense
want of a given kind which is actually supplied.”™ 1t is cer-
tain that a want or vacuum or absence or pain can a0 more
have a value than zero can have number, or silence can have
music. If they could be interpreted to mean that the cost of
supplying this least intense want which is continuously sap-
plied is the measure of value, they would at least get at
something that could have the value dimension. DBut a
“want,” in the sense of a lack, or a * utility ” in the sense of
a source of satisfaction, has not the value dimension. One
might as well speak of a yard of beauty, or a pound of love,
as of a dollar of want or a shilling of pleasure. A shilling’s
worth is a different matier, as it wonld mean that which would
cost a shilling,

In his second chapter on * The Factors of Distribution”
Prof. Commons counnits, as we think, the error in logic of
mistaking a quality in which all producers are like, viz.,
private property, for that which determines how much cach
factor shall wet in distribution.  That in  which all are
alike cannot be the subject of exchange and therefore cannot
be the sonrce of valne. The wage-worker has ¢ private
property " in his labour-power hefore lie agrees to work, and
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in his wages when his work is done. The land-owner has
“private property” in his land, the ent;eprenewr in his
enterprises, and the capitalist in that which he loans. It is
because of private property as a condition precedent that all
eppropriatad things have value, but for the very reason that
this element is common to all the owners who exchange, it
cannot be in the smallest degree the determining force which
shall decide what share any one factor shall receive.

The tendency towards this substitution of jural for cconomic
laws is common to nearly all our socialistic writers. Mr. Mill
precedes Prof. Commons in this exact error. Mr. Mill says
that “while the laws and conditions of the production of
wealth partake of the qualities of physical truths,” in which
there is  nothing optional or arbitrary,” it “is not s0 with
the distribution of wealth. That is a matter of human insti-
tution solely. . . . The distribution of wealth depends on the
laws aud custowns of society.” If Mill could be suppo=ed to
confound the * distribution of wealth” with the distribution
of the property of deceased persons, there would be some
justification to such a sentence. The recognition, however, of
the continuity of the family during successive generations by
laws and customs of inheritance, forms no part of the Eeo-
nomic Distribution of Wealth. In economics the * distribu-
tion of wealth 7 is the drawing, by the factors that contribute
to production, of their several shares of the values produced.
It is effected wholly by acts of free exchange or-voluntary
contracts, and so far as the law is concerned, it is not within
its sphere in the smallest instance.

The third chapter is on * 1Himinishing Retarns and Rent.”
The chapter attributes the fact that prices of agrieultural
products rise while manufacturing products fall to © the
exaggerated system  of private property in land”:
Liolds that, * were competition free, production would always

be carried ont to the point where the total product would:

compensate each increment of capital and labour (of equal
efficiency) with equal valnes.”
the only means known to cconomic law of steering production
away from products not demanded to those demanded, I'rof.

Common= virtually holds that if competition were absolutely
Com-:

free, the steering prineiple in industry would be lost !
petition, it would seem, needs to be set free from the oppressive
burden of private property, in order that society may be
blessed by =0 exalted a gift as that of losing its steering
principle !

In his fourth chapter on  “ Diminishing

Returns  and

Distribution,” Prof. Commons makes the law of supply and

demad  underlie the  Jaw  of cost  of  production, Ty

making the reason why cost of production rises or falls to be!

the decrease or inerease in the ratio of the numbers of men
employed, to the work to be done. Tu harmony with this
view he holds that the only raison d'etre of a labour

wnion i to keep up wages by restricting the nnmbers of men
Az well say the ouly reason an army has for,

employed !
existence is to restrict enlistments, or that a college exists
only to restrict education.
a college, exists because it has both a battle to fight and a
“lesson to teach.  In order to win its game, it must, like an
army or a college, raise its standard and impose conditions of
admission, but its standard once set, the greater the number
employed and enrolled in it the more definite its success.

The science of economies is by no means the “ tangled
jungle ™ which Prof. Commons has declared it to be.
line ke has cat is not only not straight, but it ecarries him
aside from economics itself into aunother field.

abolished, equalized or in some way reconstructed hy confisca-
tion.
who have not found the decimal system.
power to give an economic vindieation of private property in

it

As differences of return arve,

A labour union, like an army and |

The '

In fact it was,
opened at least two thousand years ago by Plate and has been !
trodden by a long line of dreamers not ending with Pradhon. .
They have steadily taught that private property should be’

Such economists are in the condition of arithmeticiuns:
To be without the’

—

land, is to be in command of an ocean steamer without chart
or compass.— (Review published in Social Economist, New
Tork.)

Woman's Rights.

M. de Varigny, i La Femme aux Etats-Unis, contrasts
the ideus, instincts, and traditions of women under the two
civilisations of Europe and America, separated as they are by
a gulf, legal as well as social, which seems to him wider and
decper than the ocean which stretches between the two coun-
tries. He finds the explanation of this difference in the
industrial environment rather than in the intellectual develop-
ment of the American people.  In the settlement of America,
the Auglo-Saxon woman became the companion and equal of
man in a way that was impossible in the pastoral East, or
even in Europe, where so much that is feudal in life and
character still remains. The DProtestant Reformation gave
lier equal religions rights ; the conditions of colonial life and
the difficulties attendant on emigration and the taking up of
a new continent sccured to woman many civil rights and equal
intellectual opportunitics.  She not only has schoels of her
own—3Smith, Vassar, Wellesley, Bryn Mawr, Barnard, and
Radelif—but she very largely directs the schools and the
school policy of the country.

But it is of more importance in the mind of the anthor that
in the two generations which have passed since the second
war for independence, American women have been learuing
}]10\1' to spend the wealth their husbands, fathers, and brothers
lhave acquired in mining, manufacture, and commerce in such
la way as to elevate the home, increase culture, refine the
asthetic taste—and render woman more truly the queen in
Her highest and best infinence is thus exer-
cised in the schoolroom and the home, not in factory, field, or -
Hegrislative hall.

It may be doulted, however, whether the growth of woman’s
rights is even as great in the United States to-day as it was
upwards of twenty centuries ago in some of the Grecian states.
Aristotle in his * Polities and LEconomics ™ cites a condition
of things in certain =tates of Greece wherein women owned a
| oreater proportion than men of the real estate ; voted, held
office, served on the police and in the army, and fought in
battle.  In Iigypt, alse, the burden of recent research indieates
tthat the relation of fatherhood was so superseded in social
dignity by that of motherhood that the family name was
transmittedd by the mother only, property was heritable and
“descendible only from the mother, and the marital promise by
the bridegroom was to obey the bride. M. de Varigny can
hardly contend that these antecedents of feminine precedence
in =ocial power have been improved npon in modern times.—
(LExchange.) -

" American life.

The Foreign Trade of Japan.

The trade of the year 1894 was naturally affected by the
fabsorption of energy and capital in the warlike operations,
i though the actual figures were not influenced to the extent
that might have been anticipated.  Japan had, in fact, largely
iprovided for the war in advance, the expenditure on imported
“material during its progress having been comparatively small.
{The provision of transport, however. constituted a heavy item
s the imports, which were swollen to the extent of £897,000
In spite of the
imterraption due  to the war, the trade of the year was
considerably larger than that of 1893, the total imports being
valued in =terling at £12,682,222, an increase of £1,020,057,
and the exports at £11,801,342, or £403,622 in excess of
the previons ye: These figures, it iz pointed out, do not
convey a true indication of the real growth in the volume of
trade, owing to the lower rate at which the silver currency
had to be converted.—( Eeonomist, London.)

by the purchase of 38 foreign stcamers.
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do their hest in the interests of the community as apart from
mere polities.  We were now getting rapidly inte the position
ol a young nation, and the problems to be faced by all civilised
peoples were now coming to find expression in our midst. and
these must be faced in the spiric of scientific investigation—
not with claptrap, agitation, and rhetoric, and in the false
cuthusiasm of Parliament, where it was often difficult to know
whether party or other strings pulled the reforming member.
We wanted the services of trained and educated men assisted
by those of University culture, and all this intcllect and
talent should be forced into the use of the State, and in
bringing such together for purposes of research and discussion
the Association would do good work.  He hoped étill to take
a very deep interest in the proceedings of the Association, and
as an individugl, would do cverything he possibly could to
induce those with a talent for sauch investigations to become
members, for we should not be satisfied in future with the
attendances at many of the past mectings. On the lines he
had indicated he thought it would be best to proceed, aud if a
programme of practical work, with not too much of theory or
academic discussion, were carried out, next year the Associa-
tion would attain that popularity which it had not attained up
to the present time. (Applause.)

Mr. TerCE, in seconding the motion for the adoption of the
report, said he had little to add to the President’s remarks,
which were pregnant with common sense.  Especially he
wonld cmphasise what had been said as to the influence of an
Association of this kind upon the character and aims of
public life. 1t was not given to many to take part in political
affairs, but in other channels as had been indicated, we counld
many of us accumulate a mass of information and present it
in a forcible way, so that our legislators could not plead
ignorance of the evidence so tabulated. He hoped the time
was not far distant when merely local affairs would be dis-
cussed by our DParliament, and when the matters of great
national concern would be dealt with by a federal body. That
a larger number did not avail themselves of membership of
the Association was to be deplored, but a cheering circum-
stance was that lady members continued to take an active
interest in the work, and although he was not much in favour
of the women’s forward movement, he recognised as a hopeful
feature that women were now taking part in economic dis-
cussions, and so presenting an object lesson which would not
‘be thrown away on the rest of the commmunity.

The motion for the adoption of the report was carried
unanimously.

The election of officers for the cnsuing ycar then took
place, and resulted as follows :—President, R. J. Black, Esq.,
J.P.; Vice-Presideuts. J. T. Walker, Esq.,, Hon. L. F,
Heydon, M.L.C., and Captain Hynes, R.N.R.; Ixecutive
Committes, Messrs. 1). Carment, F.I.LA., J. Stanley Adam,
W. W. Carlile, M.A,, Miss Badham, Miss McKenny, Miss
S. Hynes, B.A.; Joint Hon. Sceretaries, Messrs. B. R.
Gelling and R. R. Garran ; Hon. Treasurer, Mr. J. Crichton ;
Hon. Editor, Mr. A. Duckworth; Hon. Auditors, Messrs.
W. Liggins and R. A. Dallen. .

The newly-elected President in returning thanks for his
election said that he had from the first taken great interest in
the work of the Association, and he failed to understand why
a more general acknowledgment of its value and uscfulness
was not made. It appeared to him that no institution in the
country afforded so good a school in which to prepare for
taking a position in our public life. As the Technical College
offered its advantages and instruction to citizens, so the Asso-
ciation afforded an opportunity, by the process of bringing out
facts which would cnable ns to get down to the bed rock in
discussious, for attainiug the best preparation for the serious
study of the-public good. The Association necded more
publicity given to its proceedings by the press, aud he also
hoped that in the new year the attendance at the meetings
would steadily increase. (Applause.)

Discussion : ** The Work of Socialism.”’

The diseuszion of Mr. Cormack’™s paper on this subject,
printed in our September issue, was then entered upon.

Mr. DuckworTh briefly adverted to the statement contained
in the paper to the effect that before the first step could be
taken towards social recovery the ruinous habit of drinking
intoxicating liquors must be resolutely fought. 1f this were
the first aim of socialism, then it had much to recommend it
to the community.

Mr. McMiLLAK said that many practical politicians ealled
themselves socialists without having any desire to go as far as
the extreme theorists, such as I{arl Marx and Lassalle, would
have them do. The Australian colonies formed a part of the
world where socialism had been evolved by neccssary State
interference with private enterprise in constructing railways
and telegraph lines and by owning the land. As the State
retained control over much of the land, there must necessarily
be & large amount of work undertaken by the Government
which was elsewhere left to private enterprise. There were
two classes of socialists he would particularise—one class of
extremists or faddists, whom nobody paid serious attention to,
and another class of determined and active propagandists, who
purposed bit by bit to nationalise all the machinery of our
industrial life. The difficulty of discussing socialism lay in
the fuct that as a principle it was right enough in some direc-
tions, and hecame almost entirely a matter of degree, as shown
in sanitary matters, where the law on high hygienic grounds
was carried into effect without regard to the wishes of the
individual. The Victorian exports of produce under Govern-
ment supervision and State control of chilling chambers and
freight rates with the shipping companies, meant in essence
either that State Socialism was the proper principle of Govern-
ment in Australia or otherwise that the people had not ability
enough to manage their own enterprises. He thought that
Governments should not intermeddle with anything that could
be done independently by private enterprise, and under certain
conditions it might eveu be expedient to dissociate the State
from the ownership of our railways. If, for instance, the large
number of railway employees were, by some such system of
control as obtained in the United States under some of the
great companies, to become organised as a great political
engine at the beck and call of a central authority, great poli-
tical evils might ensue. Whilst human nature remained the
same, and men were what they are, the eradication of selfish-
ness and the preferring of another to oneself would be found
impracticable. For Socialism to succeed in certain conditions
it became necessary that it should be isolated, but the tendency
of the time was for men to get into closer relations, and we
could not be fully socialistic unless the whole world became
socialistic too. All systems of government offered great
openings for corruption, and where the public estate was
adwministered under Government great evils became rife, as we
had found in conunection with our past land legislation. If
State action went beyond the narrowest limits, an evil effect
would befall the lives and libertics of the people. He believed
in the natural evolution of affairs, and only in this direction
could we look for a permanent amelioration of the social con-
dition of mankind.

Mr. CaruiLE said that the discouragement of private enter-
prise was a theoretical idea of some writers of considerable
repute, whose opinions tended towards the management of
everything by the State, and who saw in the growth of the
joint stock system and of co-operative enterprises a prepara-
tion for the State management of everything. The fallacy
involved lay in taking the condition of things after they had
become established. It would be impossible, for instance, for
the Government to undertake the development of a gold-field
by its enterprisc—no State could be induced to risk its money
in that way—for gambling and speculation created wealth and
never the State. The principle of business was that the
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individnal's risk was undertaken by the inducement of advan-
tage under the systewm of private property. The frozen meat
industry in New Zealand was at first a failare, and how could
the State have been induced to undertake the risk ?  In order
to confute the views of those who held with IKarl Marx, it was
necessary to go back to Adam Smith ; and to confute Henry
George we should go back to Ricardo’s teaching.  That all
values were due to labour was A. Smith’s fallacy, by which
the succeeding generation had been misled ; and upon this
false postulate Karl Marx based his theory that the whole
profit of the capitalist lay in robbery from the working man.
W. H. Mallock had rccently well adverted to the prineiple
that wealth was also created by ability, the possession of which
was absolutely necessary to the prosperity of the community
generally.
The discussion then closed.

v Australian Federation.’’

The discussion of Mr. McKay Smith’s paper on this subject
was then entered upon.

Mr. R. R. Garnax said that Mr. Smith deserved credit for
standing up with the courage of his opinions in a distinet
minority. Federation suffered from a lack of opponents, and
if it was trae, as Mr. Smith said, that there were a number of
heretics on this question, it would be a good thing if they were
to give up their conspiracy of silence, and stump the country
as an Anti-Federation League.  Mr, Swmith's  heresies,
however, would not bear cxamination. Some of them
consisted of mere assertion, expressed no doubt in humorous
and pictaresque language, but not supported by uny convineing
arguments.  Others, again, consisted of a cold-blooded
dissection of the oratorieal flourishes in Federationist speeches ;
as for instance, his burlesque analysis:of a speech by Sir Henry
Parkes. Possibly some of the flowers of speech colleeted by
Mr. Smith were not quite defensible, but they proved nothing
against Federation. If Mr. Smith was a heretic on every
cause whose disciples sometimes said foeclish things, it was
appalling to think of the awful heresies of which he would be
guilty ! Many of Mr. Smith's arguments, too, urose from a
misapprehension of arguments used on the other side. For
instance, his dread of surrendering the *practical autonomy”
of N.S.W., and his answer to Sir Henry Parkes’ guestion—
“In what way will N.S.W. be less self-governed than she is
now 7" were based on a misconception. Under a Federation,
the colony of N.5.W. as a political entity, would of course
give up to the federal government part of her federal powers,
and so become “less independent;” but each- citizen of
N.S.W., g0 far from giving up any political privileges, would
gain many that he had never had before. He would remain a
citizen of N.S.W., but would become also a citizen of
Anstralia; his political rights would consist of two bundles
instead of one as at present, and those two bundles would
contain not only all the rights which .he now excrcises as a
citizen of N.S. Wales, but many national rights which le
cannot now exercise at sll. From the point of view of the
citizen it would indeed be “all receiving, and no giving.”
Mr. Smith ridienled the notion that our colony was only a
“ patch ¥ of Australian soil, and compared it with the arca of
great Buropean states.  But the mileage argument was not
convincing with the modern annihilation of distance, there was
practically no limit to the size of a New World State—
especially a Federal State ; and N.S.W. was not much larger
than Texas. In BEurope there were good historical causes for
division, here there were none.  Often Mr. Swmith exaggerated
difficultics into impossibilities, as when he dealt with the
control of the railways, or the question of the federal eapital.
Sometimes, too, he ignored history, as when he said that equal
representation in the Senate must inevitably burst up the
union,  The argument for federation which Mr.  Smith
complained he had been unable to find, was condensed into

the most general form, this—that we were a group of
neighbouring states with common traditions, and comimon
interests against the rest of the world, though with local
diversity of interests among ourselves. It was a fundamental
trath that no social, industrial, or commercial intercourse
could reach its fullest development unless there was a common
political roof to cover them. This was the seeret of the
maxim, *trade follows the flag;” it was the seeret of the
commereial supremacy of the British Empire, and it was the
great commercial argnment for Australian Federation. Tt
was an age of great political combinations, and perhaps
nothing in the nineteenth century was so remurkable as the
immense development of the federal system. It had been
adapted to the needs of such widely differing communities as
the Swiss Republic and the German Empire. But its greatest
field was in the new world, and among groups of British self-
governing colonies, for whom Federalism was par eveellence
the system of government. The United States had sct the
example which the Canadian colonies had followed ; Australia
would =oon follow snit, and probably 8. Africa would not be
far bebind. But if there was one country more fitted than
another by circumstances and history for federation, that
country was Australia at the present time.

Mr. Canving said that in his paper Mro Smith had given
many reasons:in opposition to the movement for Federation
which ought to be carefnlly weighed ; but as regarded the
question of coastal defence, the importance of the Tederation of
the colonial forces had Deen under estimated. 1 the forees
were placed under one command and could be sent wherever it
might be necessary, n great advantage must be gained. Con-
cerning the commercial aspect of Federation, he thonght we
should not consent to give up the idet of frectrade with the
world in order to obtain intercolomial frectrade, hut =hould
both these objects be attained, then indeed from a commercial
point of view, the attainment of Federation would bhe of
immense advantage to the colonies.

Mr. CaryEeNT said that ridicule was not convincing argn-
ment, and though largely relied upon in the paper, it diild unt
therely strengthen the case against Federation.  Certain
objections had been raised to Sydney bheing selected ax the
capital of Australia, but they were largely imaginary ¢ he did
not think that of necessity Syduey mmst be the capital city,
and in the United States and Canalda the federal capitals
were created.  Much as Federation was to be desired, it might
perhaps not be eflected until some common danger threatened
these colonies. 1f fear of actual invasion were to be
experienced, then many would change their views and see the
advantage of a united defeuce foree protecting our territory.
Regarding the railway guage difficulty, if it were seriously
considered to be necessary to federate the railway systems, the
gauge could speedily be altered, as instanees in England and
Europe proved, with remarkable speed and little delay to
trafic. He was an advanced believer in freetrade with all the
world and between the various colonies.  There was not much
real argument against Federation in his opinion in the paper
now being discussed.

Mr. R. J. Brack said Mr. Smith's object in his paper
scemed to be the erection of a huge structure, merely in order
to try and knock it down again.  There was really no strong
basis of argument against Federation. The history of the
Anglo-Saxon communities during the last 150 years showed
what a wonderful system of political federation had been
established, with the aceruing advantages of intercommunica-
tion and trade. If in a future emergency the qguestion of
Federation were to be hastily considered and decided, that
would prove a probable source of difficnlty subsequently.  The
present difficulty was to bring home to each person interested
the benefits to which lie would become entitled, and to the
masses of the peaple the importanee of a knowledge of what
was involved.  In ovder best to do this, he helieved that
meetings should be held in various iuland towns in order that




