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PREFACE vil

By greatly. Fér the illustrations 1 have used are not
rought forward for their own sake. The service I ask of
hem is fo throw light on principles, and that purpose can be
brformed as well by an arrangement or a fact that lapsed a
ear ago gs by one that is still intact.$
1 would add one word for any student beginning economic
;udy who may be discouraged by the seyerity of the effort
thich the study, as he will find it exemplified here, seems to
require of him. The complicated analyses which economists
endeavour to carry through are not mere gymnastic. They
are instruments for the bettering of human life. The misery
and squalor that surround us, the dying fire of hope in many
millions of European homes, the injurious luxury of some
wealthy families, the terrible uncertainty overshadowing many
families of the poor—these are evils too plain to be ignored.
By the knowledge that our science seeks it is possible that
shey may be restrained. Out of the darkness light! To
search for it is the task, to find it, perhaps, the prize, which
the “ dismal science of Political Economy " offers to those who
face its discipline,
A.C P

King’s COLLEGE,
CAMBRIDGE, June 1920.
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accruing to the poor to be increased by a Ypuse which at the*
same time diminishes the volume of the dividend as a whole;,
and the relation of disharmonies of this kind, when they occur,,
to economic welfare is discussed.  Finally, Part VL is (?(;vote'd
to an investigation of the causes of variability in the national
dividend and in the absolute share of the poor and of certairt
relevant problems of practice,

In preparing the book for the press I have done my best,
by restricting as fur us possible the use of technical terms, by
relegating specially abstract discussions to Appendices, and by
summarising the main drift of the argument in an Analytical
Table of Contents, to render what T have to say as little
difficult as way be. But it would be idle to pretend that the
book is other than a severe one. In part, no doubt, the
severity is due to defects of exposition. But in part also it
is due to the nature of the problems studied. It is sometimes
imagined that cconomic questions can be adjudicated upon
without special preparation.  The  plain man,” who in physics
and chemistry knows that he does not know, has still to attain
In economics to that first ante-chamber of knowledge. In
reality the subject is an exceedingly difficult one, and cannot,
without being falsified, be made to appear easy.

In publishing my hook at the present time, I have had to
face one somewhat special difficulty, The process of printing
now takes so long, and legislative and other changes both here
and abroad are so numerous and rapid, that some of the legal
enactments and general conditions to which 1 have referred in
the present tense are certain, by the time the book is in the
reader’s hands, to have been superseded. Even an illustration
from geometry, which 1 have employed in the igtroductory
chapter, should now, in the light of the confirsgation recently
won for Einstein's theory, be expressed Somewhat differently !
I do not think, however, that the impossibility of being com-
pletely up-to-date in & world of coﬂpiml‘ous cltinge matters
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THIs volume was originully conceived as a rewritten and
revised edition of my Wealth and Welfure published in 1912. ,
But the work has grown to such an extent and has come to
cover 50 much more ground that, though considerable sections
of Wealth and Welfare are incorporated in it, it is esaeﬁ\;ially‘
an independent book. In writing it 1 have made use of
passages from various earlier books of my own, and also from
artidles contributed by me to the Eeonomic Journal, Quarterly
dowrnal of Economics, Nincteenth Century and After and
Contemporary Review.

The general plan is as follows. In Dart I itds argued,
subject, of course, to & large number of qualifications, that
the economic welfare of a community is likely to be greater
(1) the larger is the average volume of the national dividend,
(2) the larger is the awverage share of the national dividend
that accrues to the poor, and (3) the less variable are the
annual volume of the national dividend and the annual share
that accrues to the poor. Parts II., TIL and IV. are devoted
to a study of certain principal influences by which the average
volume of the national dividend is affected. Part IL deals
with the distribution ot: productive resources in general among
different places and occupations; Part IIL with various
problems conngeted with the organisation of Labour, and Part
IV. with the relation between the national dividend and
Government finance. In Part V. the question is raised in what
tircuwstances it id,pogeible for the absolute share of dividend
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~C HAPTER 11

Tur Narionar Divinexp axn Eguaniry oF MARGINAL Soc1 R’

Ner Propuers £ T & g

§§ 1-4. Theweamngof the tevt value of marginal social net ph oduct
is explained. § 5. In the absence of costs of movement, it can be
shown that, provided ther 15 only oue arrangement of resources
which makes the values of the marginal social net produets equal in
all uses, that arrangement will maximise the national dividend. § 6.
In so far os there atu costs of movement, the optimum arrangement
is different, and, withiu lmuais, indeterminate. §7. In geners] a
lessening of costs of_movement will increase the uational lividend.
§§ 8-10. In réal Tile thete are Tikely to be a mimber of different
arrangements of resourees, each one ot which will make,the values
of the margimal social net products equal in all uses.  Hence equalily
of values of marginal soctal net products does not imply that all
depurtutes fronm an arrangement yielding 1t must damage the national
dividend. It 18 tarr to condlwie however, that casual departures
are Jikely to huve that cffect. §11. There is difficulty in extending
this analysis to differences 1 degree of mequality.

.

Ve CHAPTER (11

Tug TespENCY 1o Eguaviry or Rervikns 1N DivrErENT Occupa-

TIONS . . . .

§ 1. Sulyect to tuportant quahitications it can be shown that the
tendency of sell-interest, 1f not wmterfered with, is to bring about
equality in the returns o resources in different uses. §§ 2440 In o
general way the elunmation of obstacles, in the form of costs of
movement o1 lack of knowledge, 1o the free working of self-interest
18 likely to promote equality 1 these returns;  But his statement
15 subject to qualifieations.  § 5. In pzu‘txutﬁ:ﬂ‘ 1t is 1mportant to
distinguish between o veal veduction in costs and a mere trans-
ference of costs from the persous who control the movement of
resources to the shoulders of the State  § 6. In so far as rates of
return correspond to values ot margal social net products, inter-
ference with the tendency to cquality of returns is likely to damage
the national dividend. 'But 1t will be shown presently that Lhe
correspondence between rates of return and values of margival social
net product is often very imperfect.

p CUHAPTER IV

Hinprances 10 EQuanry or RETURNS pip To‘lm-muFR:'r Know-

LEDGE

8 1-4. Thetendency towards equahty of 1eturns in different oceupa-
tions is obstructed by mnperfect hnowledgg, redhilting pertly from
the chavacter of business accounts, and prt& from the general

PAGE o
L]

114

125

181





EPUB/image_0017_00.jpeg
JOONTENTS xi

raon

that the propositidns laid down in the preceding chapter about a '
dividend taclll’:(l);’l Msumed to be homogeneous magy still hold good.

§ 2. We have to determine (1) what measure would best satisfy this
conditien if all relevant information were accessible; (2) what
p?icable approximation to this can be obtained from the limited

dall that are in fact accessible; (3) how reliable the practicable
approximatign is likely to be. §§ 3-8. The Brst of these problems is
discuss@. gQ-ll. Then the second. §§ 1214, Finally the third.

CHAPTER VI

Ty NATIONAL DIVIDEND AND THE QUALITY OF THE PropLm ‘ 91

§ 1. The conclusions reached in the fourth chapter must now be
reviewed in the hght ol modern biological knowledge. §2.' That
knowledge warrants the belief that general welfare and economic
welfure alike could be increased by measures restricting propagation
among the obviously degonerate!  This belief, however, is additional
to, and does not disturh, our restlts. §3. It is sometimes held that
modern biology, by demonstrating the dominant part played by
heredity as compared with environment, has proved  economic
inquiries, which are, in the main, concerned with environment, to
be unimportant. Reasons are offered for rejecting this view. §§ 4-6.
1t is sometimes held, further, that the advantage to economic welfare

aimed in the fourth chapter to result from (1) an increase in the
magnitude and (2) an improvement in the distribution of the
national dividend are cancelled by indirect biological effects.
Reasons are offered for rejecting these views.

CHAPTER VII

THE METHOD oF DISCUSSION TO BE FOLLOWED . g 5 .07

PART II

THE MAGNITUDE OF THE NATIONAL DIVIDEND AND THE
DISTRIBUTION OF RESOURCES AMONG DIFVERENT USKES

sCHAPTER 1

INTRODUOTORY : : 5 ; : ; .om

§§ 1-2. The general®roblem of this Part is to ascertain how far the
free play of self-interest, acting under the existing legal system,
tends to distribute the country’s resources in the way most favourable
to the prodglction of 8 large national dividend, and how far it is
feasible for State lcti.m t¢'improve upon ** natural” tendencies.
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CHAPTER III

THE NarioNaL DIvipeNp

§ 1. For the most part economic causes act upon econorgjc wo!fare,
not directly, but through ghe national dividend. §§ 2-3. In syite of
the paradoxes involved, this is most convemently taken to embuace
only things purchased with money income, together with the serviceg
a man obtains from inhabiting a house owned by himself. §§ 4-7.
The national dividend and the national consumable income are
distinguished, and various prublems connected with the definition
and evaluation of the dividend are examined.

CHAPTER IV

Tue RevaTioN or Ecoxomic WeLFARE To THE NATIONAL DIVIDEND

o
3 §1. Econonne welfare 1 dependent ou (1) the average volume, (2)
the distribution, and (3) the varisbility of the national dividend.
§§ 2-4. After ananalysis of difliculties, a first main proposition is set
out as follows :z.guy cause, which, without the exercise of cowpulsion
or J)ressure upolf people to make them work more than their wishes
and interests dictate, increases productive efticiency and, therewith,
the average volume of the national dividend, provided that it
neither injures the distribution nor augments the variability of the
country’s consumable income, will, in general, increase economic
welfare., §§ 5-7. The bearing on this proposition of various complica-
tions ard reactions is examined. §8. A second main proposition is :
Auy cause which 1ncreases the proportion of the national dividend
received by poor porsons, provided that it does mot lead to a
contraction of the dividend and does not injurionsly affect its
variability, will, in general, increase economiic welt’aro.‘; §§ 9-11.
Some general considerations bearing on this proposition arg'examined.
$8'12-16. Certain difticulties connected with the reactions of income
upon population are examined. §17. After a sqmewhat intricate
discussion, a third main proposition 18 set out :ZAny cause which
diminishes the variability of the nationa] dividen , -provided that it
neither diminishes its volume nor injures its distribution, will, in
generdl, increase economic welfare.‘, §18. A fourth main proposjtion,
thé practical importance of which is comparatively smngl, is_Any
cause which diminishes the variability of the part of the national
dividend accruing to the boor, even though it increases in corre-
sponding measure the variability of the part accruing to the rich,
will, other things being equal, increase economic welfzu‘ea

CHAPTER V

Tue MEASUREMENT oF CuaNags In THE

Mye¥Itunr oF THR
Nat10NAL DIVIDEND AND 1718 Parts

§1. Bince the dividend is made up, not of a single sort of commodity,

but of many sorts, the quantities of whick v, differemtly, it is
desirable so to define a change in the actualhe ogeneous dividend





EPUB/image_0015_00.jpeg
ANALYTICAL TABLE OF CONTENTS

PART 1

WELFARE AND THE NATIONAL DIVIDEND

CHAPTER 1

PAGE
WELFARE AND EcoNoMic WELFARE . : ¢ i g 3

§ 1. The mam motive of cconomic study is to Lelp social improve-
ment, §2-3. Economic science will, therefore, be “ realistic " rather
than “pure”; but not merely descriptive.” §4. It is very
difficult to make its analysis quantitative. §5. Economic welfaze
may be defined roughly as that part of welfare that can be brought
into relation with the measuring rod of money. §§ 6-9. Instances
can be multiplied in which ceonomic causes, which affect economic
welfare in one way, affect total welfare in a different way. §10.
Nevertheless there is a presumption that quahtative conclusions
about effects upon ecouomic welfare will mﬂa good also of effects
upon total welfare. §11. And reasonably adequate conclusions about
cffects upon economic welfare can often be obtained by economic
science, 1n spite of the partial and limited charaeter of that science.

CHAPTER 1I
JESIRES AND SATISFACTIONS e . . . y .2

§ C Therelation betwegn ratistaction and the nlouey measure is not
direct, but is mediated through desires, the intensity of which need
not alwas bear the same Eroportion to the satisfaction their fulfil-
ment yields)g § 2. For the most part this circumstance is not
important. 3. But, for the choice between using resources
for the present and for the distant future it is very important.
§§ 4-6. Coupled with the fact of :udividual mortality, it points
towards State action to conserve exhaustible natural resources and
to stimulate investfent 4in undertakings from which the return
must be long delayed® o

ix
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organisation of buliness finance. §5. The intorvention of banks, :
which naturally Mok to permahept and not merely to immediate
profit, in the work of promotion may, if other conditions allow, do
somethéng to improvo matters. § 6. The control exercised in minor
fielge of investment by People’s Banks of the Raiffeisen type is a
saféguard against the wastetul employment of borrow® resources.

CHAPTER V

,

HiNprANCES To EquauiTy oF RETURNS DUE To IMPERFECT Divisr-
pILITY OF THE UNITs IN TErMs or WHICH TRANSACTIONS ARE
CONDUCTED . s i 5 § 3 5 . 139

§ 1. When'the units in which transactions are made are large, or
when they are compounded of two factors in a fixed proportion, the
tendency of self-interest to make the rate of returns equal in all
uses is obstructed. §2. In modern times the size of the unit in
which transactions in respect of capital take place has been diminished
in a twofold manner, partly with the help of the Stock Exchange,
§ 3. The compound character which formerly belonged to this unit
has also, in great part, been elimnated by arrangements which the
great growth of securities adapted to serve as collateral has facilitated.
§8 4-5. The device of dividing shares into several grades and the
holding of them in their riskiest early age by financicrs, who after-
wards pass them on, work in the same direction. §6. In gencral,
in present conditions, imperfect divisibility in the units of trans-
actions has but little cffect

CHAPTER VI

DIVERGENCES BETWEEN MARGINAL Sociar, NET PropUCT AND MARGINAL
Trape Ner Propuct g 8 . 5 8 . 149

§ 1. Trade net product and social net product are distinguished. In
so far as self-interest tends to bring about equality in the values of
marginal trade net products in different fields, equality in the vah
of marginal social net products is obstructed whenever margi
trade and marginal social net products diverge; Some sorts
divergence occur under simple competition ; further sorts unc
monopolistic comppetition, and yet further sorts under bilate
monopoly. § 2. {he source of the first of these sorts of diverger
is that, in some occupations, n part of the effects of the employme
of a unit of resources failwto be reflested in the remuneration of t
person rggponsible for the mvestment ; as, for example, when dural
instruments, capable of improvement through investment, &
operated by tedants’ §§ 8-7. This point is illustrated by a discussi
o},elawa providing pensation for tenants” improvements and
kindred matters. § 8. Divergences under simple competition m
aleo arise independently of le.sing arrangements, in respect of for
of investment whichyrender nuncompensated services or disservices
the general4public. ~Yllustrations are given. §9. But itisaner
1o suppose that divergéhce is involved when the investment
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CHAPDER IX
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3 1. Apart from the qualifying circumstances considered in the
preceding chepters, our discussion suggestgthut State interference
with corgpetitive prices must injure the national dividend. This
presumption has now to be confronted with the extensive price
rdpulation of the war period. §§2-4. An account is given of the
problems and practice of price control in the United Kingdom during
that period. §§ 5-6. Owing to a variety of causes it is improbable
that price control, in the special circumstances of the great war,
damaged production to any significant extent. §7. But there is
strong reason to fear that a gencral permanent polioy of control
over competitive prices, designed to prevent groups of producers
from reaping abnormal profits on favourable oceasions, would not be
thus innocuous.

L)
StATE REGULATION OF COMPETITIVE PRICES

CHAPTER X

STATE REGULATION OF SUPPLIES i F ; . .o

§ 1. State regulation of prices during the war involved State regula-
tion of distribution also. §§ 2-4. Supplies of material were allocated
to different uses on the basis of their comparative war urgency ; a
criterion for wluch it would be difticult to find a satisfactory
substitute in normal times. §5. Within each use materials were
allocated to different firms on the basis of their pre-war purchases ;
an arrangemont impossible in normal times. § 6. Finished products
were allocated among ultimale consumers on the basis of an estimate
of their necessary rations. § 7. Arrangements of this kind do not
directly affect the volume of the national dividend, though the price
regulations to which they are supplementary, as was explained in
the preceding chapter, do have this effect.

CHAPTER XI

Tue CoNDITIONS OF MONOPOLISATION . . s v . 218

§ 1. It will presently be necessary to inquire how far the values of
marginal {rade net products in different uscs tend to equality under
monopoly. As a preliminary to this inquiry, the conditions which
determine the appearance of monopolistic power have to be studied.
§ 2, Circumstances, which, when ti: aggregate scale of an industry
is given, make it structarally economica% for the typical individual
establishment to be larg® are favourable to the asvent of mono-
polistic gower. §3. So also are circumstances which make it
structurally ecgpomical for the typical individual unit of business
management bminf, perhaps, 8 number of establishments) to
be large. § 4. So alsofire conditions under which amalgamation is
able greatly to reduce expemses by culting down competitive
advertisement. § 5. So also is the existence of a highly inelastic
demand for gny comfhodity, since this implies the possibility of
large gains it‘x:onopoliﬁatim takes place. ’Fhe influences by which
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resources in improved plant or methods reduces tne value of plant
already in existence. §10. Divergedce may also isise through the
setting up of certain psychologital reactions. §11. The above
classes of divergence cari be mitigated by a judicious employment of
taxes and bounties, and sometimes by direct coercion. § 12: Unger
monopolistic competition further divergences arise in connection with
resources invested in mtvertisement. §§ 18-16.  Undgr bilateral
monopoly divergences &rise in respect of resources dev&%ed to
‘“bargaining " and to fraudulent practices. These can be mifigoted
to some extent by penal laws.

CHAPTER VII

MagraiNAL Travr AND Soviai, Ner Propucrs 1N RELATION To

INpUsTRIAL Foums . ;. § . : 1 i

§ 1. The relation hetween marginal trade net produets and marginal
social net products, besides being ditferent in respect of investments
in different uses, is also different in respect of investments made
under different forme of mdustrial organisation. § 2. For some
forms do, and others do not, yeld a return in the shape of trained
capacity among the workpeople engaged in them, as well as a
return of commodity products. § 3. In present conditions invest-
ments 1n Workors’ Copartnership Associations and in various kinds
of small holdings prohubly yield a marginal social net product greater
than the margimal trade net prodvet. §4. But the opposite is
probably true of rinvestments leading to the *trustification” of
industry.  §5. And possibly, ‘after a point, of investments to
promote standardisation.  § 6. Tt may also be true of investments
made in eonnection with some aspects of ¢ seientific management.”

CHAPTER VIII

DIVERGENCES BEUWEEN MARGINAT, Tuavr NET Propuct AND MARGINAL

Inpvipuan Ner Provucr 5

§ 1. Hitherto it has heen Drovisionally assumed that self-interest
tends, so fu) asit iy not obatructed, to make the values of the marginal
trade net products of resources in different uses equal. § 2. In fact,
however, under conditions of simple competition, in industries of
increasing returns, the value of the marginal trade net product tends
to exceed, and in industrics of diminishing returns to fall short of,
the average level of the values of marginal trade net products
yielded in industrics in gencral. § 3. Further, when the various
producers in an industry are not situated similarly, the vglues of
marginal trade net products of resources invested at differen%entres
wlthn the same industry tend, except under constamg returns, to
bg different. §4. It is possible by resort togaxes anfl bounties,
differential and otherwise, to mitigate these divergences. § 5.
Analogous considerations suggest that economic welfare might be
increased by taxes upon things which ase degired for their un-,

commonness, and by bounties upon things which sre desi i
commonness. - ) d.n\cl;. e
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CHAPTER XIX

PAGE
. . . 389

§ 1. The difficulty of satisfactory public control over monopolistic
industries sufigests that the national dividend might be increased
by the pmblic operation of these industries, provided that this would
ngt ifvolve a serious loss of economy in production. § 2. The
ecomomic efficiency of public and of joint-stock operation of industry
cannot be successfully compared by reference to statistics. §3. The
efficiency of management under the two forms is likely to be protty
much the same. §4. But, first, under public operation there is a
danger that the operating authority may be tempted to maintain its
enterprise by the use of unfair ¢xtra-commercial methods at the
expense of rival enterprises capable of satisfying the same wants
more cheaply. § 5. Secondly, under public operation efficiency is
likely to suffer through unwillingness to take risks and make
experiments. §§ 6-7. Thirdly, efficiency is likely to suffer through
the establishment of units of management of an uneconomical size ;
though, in industries where the normal state of things is monopolistic
uoml:ctﬂ:ion, pubhic operation is, in this respect, superior to joint-
stock operation. §8. On the whole, apart from n fow special
exceptions, the proposal for public operation is a live one only where
there is monopoly ; and here the case for it, as against that for
puhlic control, works out differently in different industries. § 9.
When public operation is determiucd upon for a concern hitherto in
* private hands, the determination of a proper purchase price presents

difficultics. §10. But, even when a heavy ransom has to be paid to
vested interests, it may still be for the general good that a public
authority should buy up a private monopoly, in order to stop
artificial restriction of output.

PusLic_OPERATION OF INDUSTRIES : .

PART I1I

THE NATIONAL DIVIDEND AND LABOUR

CHAPTER I

INDUSTRIAL PEACE : E s 5 i i . 863
Industrial peace being obviously relevant to the magnitude of the

national dividend, the machinery designed for maintaining it must
be examined.

CHAPTER 1I

THe CLASSIFICATION OF INDUSTKIAL DIFFERENCES . i . 67

§§ 1-5. Vardus pousfble $ines of classification are compared and
discussed.
b2
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CHAPTER XVII
PacE
STATE INTERVENTION : : . . v y .28

§ 1. This chapter 15 coficerned with the general merits of State
intervention in industry, including both control and operatioff; gs a
remedy for the failures of private enterprise. § 2. For various reasons
the experience of the war can afford much less guidance on this
matter than might be expected from it at first sight. §3. The
problem is essentially the same in industries whose operation does,
and n those whose operation does not require resort to the right of
eminent domain. § 4. The mere failure of private industry, when
left free from State nterference, to maximise the national dividend
does not of itself warrant intervention, for this might make things
worse. § 5. Certamn modern developments have, however, rendered
governmental agencies better fitted for intervention than they were
1 former times,

- CHAPTER XVIII

Pusric CoNtroL or MoNoroLy . : . i W . 8

§ 1. Thus chapter 15 concerned with attempts by the State so to
control private monopoly that supply shall be adjusted to demand,
and the national dividend shall, therefore, be as large as it would be
under simple competition. § 2. The policy of maintaining actual
competition by refusing to allow rival concerns to combine 1s dis-
cussed. §3. A sccond mdirect method of control is embodied in
the policy of maintaining potential competition. This is worked by
penalisimg the ““clubbing” devices of cut-throat competition, or
destructive dumpmg, and of boycott. §§ 4-5. The nature and effect
of these ““clubbing™ devices are explained. §6. In spite of man;
difficulties, 1t 1 probable that lcgisﬂttion directed against them, 1f
carefully prepared, may, at all events, lessen the extent to which
they aro employed. §7. But such legislation, even if successful in
it mmediate object, would not scrve com pletely to maintain
potential competition. & 8. The inadequac ol’ indirect methods of
control makes it necessary to supplement them by direct methods.
§ 9. The policy of cucouraging vhe formation—over against combina-
tions of sellers—of combinations of sellers also possessing mono-
polistic powers, 18 discussed. § 10. Control over the terms of sale
i monopohsed 1ndustries involves a special complication under
diminishing returns but not under incrcasing returns. § 11. War
experience affords little gmdance. § 12, Control may be either nega-
tive—forbidding * uureasonable™ prices —or Qositive—establishing
muXimum prices. §§ 13-14. The problem of * sanctions ” 18 discpassed.
8§ 15-18. And the very difficult problom of settling the basis in
accordance with which the reasonableness 6f pricd. shall be
determined.  §§19-21. Several methods designedato prevelit or limit
errors on the part of the price-regulating authority, including the
device of sliding scales, are examined, § 22. There is also, in old-
established monopolies, the difficulty that prieg limitation may
disturb *“legitimate expectations.” ~ § 23.« Mqreover, ®ntrol is
necessarily cumbersome and expensive, Y
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CHAPTER XV

PAGE
‘TuE SPECIAL PROBLEM OF RAILWAY RaTEs . : 2 . 266

?l. The discussion of the preceding chapter throws light on the
controversy between advocates of ‘‘the cost of service principle”
and ‘‘the v8lue of service principle” in ®espect of railway rates.
§ 2. JI® meaning in concrete form of *“ the cost of service principle "
§p,explained, and this principle 15 shown to imply uniform charges
td different purchasers of ton-miles of transportation, so far as the
ton-miles sold to different purchasers are not ¢ jointly supplied.”
§§ 8-4. The common view that railway services aro in large part
jintly supplied—that the carriage of copper and the carriage of
coal, or the carriage of coal destined for A and the carriage of coal
destined for B, over a given pieco of line are joint+ products—is
incorrect. § 5. However, some measure of jointness, as for instance
between out and home journeys, does in fact prevail. §6. The
meaning in concrete form of ‘“the value of service principle” is
explained. §§ 7-8. ‘“The cost of service principle ” corresponds to
simple competition, and ¢ the value of service principle” to dis-
criminating monopoly of the third degree. In general, the former
is the more advantageous to the national dividend ; but, as stated
in the preceding chapter, circumstances may arise 1 which the
lutter is the more advantageous. §§ 9-10. These circumstances,
however, are less common than writers on railway economics
wsually suppose. §11. Moreover, such benefit as the ‘value of
service principle ” is competent to bring about can often be attained
more satisfactorily by means of a bounty. §12. The policy of
permitting discriminating charges, subject to the condition that
profits are prevented from rising above the normal, 1 discussed.
§ 13. Lastly, sowething is said of zone systems of railway tariffa.

CHAPTER XVI

PURCHASERS' ASSOCIATIONS . : i ’ o . 283

§ 1. The preceding chapters have shown that, in many industries,
neither simple competition, nor monopolistic competition, nor
simple monopoly, nor discriminating monopoly will make the value
of tgle marginal social net product of resources invested in them
equal to the value of the marginal social net product of resources in
general. We have next to inquire whether this result can be secured
by resort to the device of Purchasers’ Associstions. § 2. The answer
is clearly in the affirmative; but no inference follows as to the
effect on the national dividend, until the comparative advantages
in respect of productive e!’ﬁcienc{ of Purchasers’ Associations and
ordinary commercial businesses have been ascertained. §3. Not
much light can be thrgwn on that matter by historical examples.
§8 4-5. Purchasers’ Associations have advantages in respect of pro-
ductioff, so far as they save costs in advertisement, are exceptionally
well fitted t@ spread knowledge of the best methods of rrodunﬁﬂ
among thér mempers and have exceptionally small need jf
bargaining and safeguards against fraud. These advantagea Rive
led to their successful establishment over a considerable * fleld,
§ 6. But for varioy reasons this field is limited, and a study of
further remedies forghe dmperfections of ordinary business forms is,
therefore, still required?
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the degree of elasticity of demand for diffef#tt commodities is
determined are discussed. §6. On the other hamd, anything that
renders it difficult for negotiations aiming at amalgamation to be
opened up is unfavourable to the advent of monopolistic epower.
§7. The same thing is true of those ohstacles to agreement w]&_:h
arise out of conflicting claims about “* participation.”

CHAPTER XII

MonororisTic COMPETITION

Simi

§ 1. Under monopolistic competition, self-interest does not tend to
make the value of the marginal trade net product of resources in
the industry ‘affected equal to the value of the marginal trade net
product of resources in general, §§ 2-4 Rather, it leaves the value
of the marginal trade net product indeterminate over a range, the
extent of which depends upon certain influences that are briefly
discussed.

/()llAl’TER X111
Li MoNorony .

§§ 14 Under simple monopoly plus 1estiction of entry to the
mdustry affeeted 1t is probable that the value of the margmal trade
net product of tosources m that industry will diverge from the
value of the marginal tiade net produet of resources in general more
widely than it would do under simple competition.  § 6. If the
entry to the monopolised imdustry 1s not restricted, the national divi-
dend will suffer in another way.

o~ CHAPTER X1V

DiscriMiNatTiNG Monorory

§ 1. Under certam conditions monopolists are able to charge dis.
crimnnating prices.  §§ 2-4. The nature of these conditions, which
depend essentinlly upon the non-transferability of the commodities
affecterd, is discussed.  §§ 5.7 Of threc distinguishable forms of dis-
ciimmating monopoly, the only one of practical importance is
discriminating mouopoly of the third degree, under which different
prices are charged between markets, the composition of which is
determined otherwise than by the monopolist’s own choice. §§ 8-10.
But a brict analysis of the other two forms 15 given. §§ 11-15. Under
diseriminating monopoly of the third dagree, plus restriction of
entry to the industry aflected, the output may, not improbably in
certain circumstances, approach wore nearly to t{e ideal outpht, which
makes the value of the marginal trade net produgt of resources
in that industry equal to the value of thg margifal trade net
product of resources in general, than it would do under simple
monopoly ; but it is unlikely to approach more nearly to this output
than it would do under sxmp{n competitiqp. § 16. Under dis-
criminating monopoly, without restriction ofgentry tosthe industry
affected, the situation is still less favouraBle,
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Ve CHAPTER III

VOLUNTARY ARRANGEMENTS FOR CONCILIATION AND AIlBITRA’l‘IO*. ¢

§1. The United Kingdomw is the classical home of volugtary arrange-
ments for dealing with differences about broad general (Sx:stmns.
§2. A permanent organ of negotiation is more cliective thén gd hoe
meetings called specially to deal with differences as they arise,
§§ 3-4. The constitution of this organ and methods of procedure are
discussed. § 5. Agreements for concthation alone are compared
with agreements which also provide for arbitration in the last
resort.  § 6. The quahties required in arbitrators, their numbe,
and the best met,hu(i of appointing them, are discussed.  §§ 7-8. Also
the question of a referendum, and the question of monetary
guarantees.

CHAPTER IV

MEDIATION .

§§ 1-5. In the event of a failure on the part of employers and work-
peorle in an mdustry {o reach agreement, mediation may be usefully
undertaken by emment outsiders, non-governmental Boards or
governmental agencies.  Bui cave should be taken not to allow the
existence of this machmety to check the development of direct
voluntary artangements between the parties.

o~ CHAPTER V

CoEreivi INTERVENTION .

AN

§1. Coercave intervention may provide for disputants to enter a court
of compulsory arbitration 1f hoth of them wish to do so. §2. Or
for *“‘extending ™ agreements made betw cen associations of employers
and employed 50 as to make them hinding on outside employers and
workpeople.  §8. Or it may follow the model of the Canadian
Industrial Disputes Investigation Act. §4, Or it may take the
form of compulsory arlntration us understood in Australasia.

CHAPTER VI
ANALYTICAL ViEw orF INDUSTRIAL Prac .

§ 1. Disputes botween associations of employers and emﬁloyed are
in some respects analogous to disputes hetween natiow, §2. Within
limits the wage rate subject to a bargain betaeen twdorganisations
is indeterminate. §§ 3-11. The influences, by which the range of
wndeter minateness and the range of practicuble bargains are determined
are examined. §12. The bearing of this stugy upon the prospects
ol industrial peace in various circumstances isgxplaine®  § 13. And
also 1ts bearing upon a common view of ah arldtrator's functions.
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