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The illustration epposite is a reproduction of part
of a petition presented to the Board of Trinity Collegs, Dublin,
in 1825 by the Historical Soclety. The Scciety sought permission
%o hold its meetinge within the walls of the College, a privilege
which it had lost in consequence of a dispute in 1815 and did not
actually regein uvntil 1843.

Thia petition was presented in the ycar in which

Longfield was elseted to fellowship, and his signature appears at
the head of the list of Bachelors in Arts (ecol.2). This evidence
of garly prominegnce in University activities is the only personal
rolic of Yongfiold which can be discovered - no portrait of him
appoars to exist, and none of his private papers have survived.

(Reproduced by permission of the Committee of the College Historical
Society).

* *
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ERRATA.
Page 9, lines 15 & 16:- Read together as one paragrarh.

Page 13,line 18:- After "any commodity", read in:- "the
measure of its value.l

Pages 26 & 1584~ Transpose notes 27 & 28.

Page 111, lines 13 & 14:- Read together as one paragraph.

Page 140, line 19:= Read in passage marked with asterisk.




BIOGRAPHICAL NOTE.

In the year 1831 the Reverend Richard Whately resigned the
Drummond Professorship of Political Economy at Oxford to become
Archbishop of Dublin. Despite the heavy responsibilities of this
position at the time, he maintained his interest in the science he
had taught at Oxford:- "As for himself, as in connection with the
subject, he considered himself but as removed from the University
of Oxford to that of Dublin; and when on leaving that place, he
retired from the chair of Political Ecoﬁomy, he was of opinion that
a chair nhould also be establisghed in fhe Dublin University. But
at that time the prevailing want of generally diffused knowledge on
the subject....... was such that he hardly dared hope to succeed in
finding a person ;ell qualified to fill the officess..." (1)

Nevertheless, Whately did establish a chair of Political
Economy in the University of Dublin, and found a suitable occupant
for it in the person of Mountifort Longfield, whom he appointed to
office on November 31st,1832. [Longfield had already distinguiahed
himself considerably in Trinity College; graduating in 1823 with
Moderatorship and gold medal in Science, he secured Fellowship in
1825, when he was only 23 years of age. 'He wgaweleoted to the
Pelloﬁnhip as "jurist” (2) and ihe law was always his true profession—
called to the Irish Bar in 1828, he took the degree of LL.D, in 1831.
His interest in Political Economy was thus secondary to his work in
law, and up to the time of his alectipn as Whately Professor the
subject can only have been a spare time study for him.

. Yet during his tenure of the chair he showed sn ability as an
economist which more than justified Whately's choice of him for the
position. In the condition of affairs which he describes in the
tapnodh quoted above, the Archbishop would have had good reason to
congratulate himself if he had even found a person moderately
-oaqpotcnt to teach the elements of the agcepted Political Economy.
Longfield, however, achieved tir more tﬁ;n this; he expounded an
extremely original and advanced system, almost entirely the product
of his own thought, which merited him a position as an important

.




figure in the history of the development of economie thought.
Unfortunately, his career as a professional economist was a

short one; he soon returned to the legal profession. In 1834 he
resigned his fellowship to become Regius Professor of Feudal and
English Law, and "on Saturday, June 25th, 1836, Isaac Butt, LL.B.
was elected by the Proveost and Senior Fellows to be Whately Professor
of Political Economy, in the room of Dr.longfield, resigned."” (3)
From that time onwards, the history of Tongfield's career is one of
continuous legal advancement. In 1842 he was admitted a Queen's
Counsel, and in 1849 he was elected one of the three Commissioners
established by the new Encumbered Estates Act. This office he held
until 1858, when he became a Judge of the Landed Estates Court,

which superseded the Commission. Before this, in 1853, he had
h accepted office as a Commissioner of National Education, and in

1859 he became a Bﬁncher of King's Inns. The year 1867 s;w him

sworn into the Irish Privy Council, while after the disestablishment -
of the Church of Ireland he was assessor to the General Synod.

l Longfield's special province was the law of real property, and
he was particularly concerned with the problem of Irish land tenure.
He wrote extensively on this subject, and was actively engaged in
the proparatioﬁ of the Land Act of 1870, and other Irish measurea-
of Gladstone's administrations.

Despite his many legal concerns; Longfield maintained his
interest in economic matters. He was a Vice-President of the
Dublin Statistical ‘Society (4) from its fouﬁ@ation in 1847, and
became its President in 1863. He read several addresses and
plpofl before it, and maintained his interest in it until his
death, which occurred in 1884.

Such, very briefly, were the. events of Longfield's life, but
of Longfield as a man we know but little. He was the second son of
the Reverend Mountifort Longfield, vicar of Desert Magee in Co.Cork,
and & member of the Anglo-Irish family of Longfield of Longueville.
In becoming a lawyer, he followed a family tradition, and won
universal respect for his impartiality and integrity in that

eapae#t:.




His political opinions were those of a Liberal and a reformer -
he was typically an "enlightened progressive” but never an extremist.
His writings reveal him as a man of great intellect and wide interests,
an active and powerful thinker. Of his personal attributes we have
this deseription by a man who knew him in later 1ife: (5) - "a kind
and generous master, a most delightful companion, whose conversation
was alike instructive and captivating, and a true friend, whose
advice, sympathy and purse were ever at the service of those who
enjoyed the privilege of his friendship." He seems, indeed, to have
combined in himself a number of the best characteristics of the
"ntnotocnth century.

As an economist, iongfiald remains essentially a figure of the
"later” classical period, as it may perhaps be termed - the period
when M'Culloeh, Senior, and Torrens were developing and extending the
system which had been created by Smith and perfected by Ricardo and
James Mill. Longfield lived on into the time of Stuart Mill and
Cairnes, of Jevons and Menger, and even Marshall, but from an
economic point of view he is alwaeys one of their predecessors, never
& contemporary. |

Perhaps this fact that he devoted himself to the study of
Political Economy for so short a time, and then virtually abandoned
it, may account for Longfield's having received so little recognition
as an economic writer. His career as a Professor of Political

- Economy was no more than a brief episode in a remarkably full and
active life. It is natural, therefore, that he should be remembered
more as a lawyer and a judge, but even so, Longfield the economist
has escaped attention to a quite extraordinary extent. Outside
Ireland, his work was practically ignored at the time of its
publication, and even in his own country he enjoyed only a very brief
notice as a writer on economic questions. Longfield seems scarcely
to have influenced his contemporaries in Political Economy at all, and
he had no more effect on his successors - for whereas Senior accorded
him one mention in a toot-nqtoi John Stuart Mill referred to him not
at all. In fact for some seventy years his writings were virtually
forgotten - until the late Professor Seligman drew attention to them
in his excellent essay "On Some Little-Known British Economists",
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first published in the "Economic Journal®" in 1903. Since that time,
Longfield has been accorded a place in the history of economiec
theory u one of that curic;ns group of rather obscure economists
who in the 'thirties and 'forties of the nineteenth century
anticipated in some respects the marginal analysis of {evons and the
Austrian School. Yet he really deserves more importante than this,
for he was not merely an obscure Professor who had advanced idéas on
. some topics bu't genuinely an economic thinker of considerable
stature, who in his brief career evolved a theoretical system of the
greatest brillisnce and originality. It will be*the aim of this

present work to demonstrate that fact.




SECTION I: INTRODUCTORY

It has been said that Longfield was appointed Whately Professor
in 1832, but he delivered no Lectures in that year. (1) His first
course was given in Trinity and Michaelmas Terms of 1833, and in the
eleven lectures which it comprised Longfield developed a theory of
Distribution which remains as his longest and greatest work in
Economic Theory. This was published in 1834 under the title of
”LodturOI on Political Economy", and in the Preface to the book
Longfield describes the subject of Diatribution.aa "the most
important in Polit}cal-noononv", but one which "seems not to have
attracted much attention." The theory which he develops to remedy
this deficiecncy undoubtedly constitutes a decided advance on the
claSlioai one, and may be said to form the core of his economic
analysis.

In view of this, it is perhaps regrettable that in his course
for 1834 Longfiecld left the sphere of theory to congsider more
practical problems, for a further development along the lines of the
"Lecturcns on Political-Economy" would certainly have been of lasting
merit and interest. The series of Lectures for 1834 consisted of
twe parts - the firet on the Poor Law question and the second on
Foreign Trade, with the addition of a special Lecture on the then
vital and ever-present problem of Irish Absenteeism. These were
publighed in 1835 as "Four Lectures on the Poor Laws" and "Three
Lectures on Commerce and One on Absenteeism", two volumes which,
ﬁlthcudh they relate most directly to Irish problems of the eighteen-
thirties, are none the less notable for some strikingly novel
contributions to economic science generally. |

In the academic session of 1834-35, Longfield had become
Regius Professor of Feudal and English Law, but he does not seem to
have resigned the chair of Pelitical Economy nor was any deputy
appointed to discharge the duty of giving the lectures. Presumahly,’
therefore, Longfield delivered further courses in 1835 and 1836, for
Butt, his successor, only began lecturing in Hilary Term, 1837.
Unfortunately, these lectures of Longfield's were never puhliihed and

no record of them has nr;ind Hints in the course of the earlier
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works of a theory of production snd consumption and further lectures
on Trade %o follow are the only remaining indications of what their
contents may have been. _

The three books mentioned above therefore constitute the bulk
of the materials for a connideration of Longfield's economic thought-
a small foundation, it may seem, on which to construct such a survey,
but in fact the originality of their contents more than compensates
for their somewhat limited scope. X

Some other economic works by Longfield exist, but they have
not the systematic charscter of the Whately lectures. They consist
of four articles on Banking published in 1840, and his addresses to
the Dublin Statistical Society, given at various dates between 1848
and 1872. Interesting as they are, these works have hardly the same
permanent significance as the three books of Lectures, which stand
out as the real basis for Longfield's claim to recognition as an

economist of importance.

Such,; then, is the scope of Longfield's economic works. (2)
In them, the style and literary character for the most part matches
the gquality of the economic thought; Longfield's writing is c¢lear and
elegant, his mode of expression of ten strikingly forceful. Such
oceasional obscurities as are found seem to be due in the main to the
fact that his work in its published form retains the character of
the original verbal loctﬁren very closely, and this fact seems to
acoount for the undeveloped comments and small inconsistencies which
occur here and there. On the whqlo, however, the comment of
Longfield's reviewer in the "Dublin University Magazine" of 1834,
that “somewhat more of elementary clearness in the manner of putting
forward his opinions® is desirable, appears rather unjustified.

Nevertheless, it may b; congeded that there is a good deal of
truth in Longfield's own remark that "the inventor of a system is
apt to consider his reasonings and deductions as clear, on account
of hﬁl ovn familisxrity with them, while the unprejudiced public will

judge them to be obscure and unintelligible’ (3) and Longfield's
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hearers and readers in 1834 may well have found him a difficult
expositor. Yet now, after the lapse of over a century, it is the
careful phrasing of well-considered propesitions which impresses
most and there seems no greater criticism to make of Longfield's
writing than that he had a tendency to distribute commas in a quite
indiseriminate manner!

s ‘ , II.

Jongfield's views on the nature and importance of Political-
Lconomy are given in his first Lecture on the subjeet and they have
considerable significance as a key to his approach to economiec
questions. ' As to his definition of the science, it is certainly in
no wise unconventional: “The science of Political-Economy teaches
the laws or rules which regulate the creation,; accumulation,
distribution and consumption of wealth in different countries." (4).

From this very formal opening, he proceeds to demonstrate
the importance and value of the subject and "to remove some of the
objections that are frequently advanced against the methodical study
of the science" «- a tnsk.whieh. it seems, has been forced upon
econonists alnnut;sinoe "methodical study" in Xconomics was first
attempted. It was a task which Longfield had especial reason for
performing. being virtually the first teacher of scientific Political
Economy in Ireland at a time when economic considerations were
coning very much to the fore. In this connection he himself
emphagsises the "pré}riety and necessity of studying the subject in
the present times." (5). )

lils explanation of the importance of Political-Economy
natﬁrally turns largely on the interpretation of the term “wealth °
and accordingly it provides a significant indication of the real
scope of his definition of the subject.

Longfield points out that to maintain that wealth is a
'doubtful good' is not a valid objection against the study of
questions concerning it, for even if it be admitted that wealth is a

po-lttll.ovil.'Politt.ﬁ}uleonouv must be studied, to teach nations
- the methed of avoiding wealth. From this negative assertion, he

3|



proceeds to a positive statement of the importance of wealth, and
saysi- ' |

"Under the term Wealth is included all that contributes to
'h.c lubcilte.nce. the comforts, as well as thé luxuries of the
commmity........"

From this it appears that Longfield does not confine wealth
to material goods, even though the distinction of productive and
unproductive labour, which formed the basis for the exclusgion of
services from wealth, does appear at one stage in his work.
Subsequently, however, he does confine wealth to things having
éxchangeable value (ses below, Sect.II).

In all this discussion, it may be noted, the emphasis is on
national or communal, rather than individual wealth. Unlike the
majority of his contemporaries, however, Longfield seems to think
of average, rather than aggregate, national wealth - the standard
of living of the population. He places special emphasis on this,
and seems to be of opinion that the correct interpretation of
wealth is in terms of the welfare of the general body of the
people. (6). '

: ' Hsving'butlinod the importance of its subject matter,
Longfield then deals with some objections to making Political-Economy
a aéicntific ;tudy, 9nd makes the very perftinent observation that
"much of the prejudices eantertained against this science,'and much of
the Aifficulty attending the diffusion of what are called its
dootrines, that is, of such propositions belonging to the science as
can be demonstrated to be true, lies in ﬁhe very interesting nature
of the subjects with which it is conversant." Political lconomy is
obnoxious to the man in the street, not because it deals with
obscure or unimportant matters, but because it deals with matters of
such vital concern to him that he feels himself as well gualified to

pronounce on them as any expert., and in fact sees no need for expert
study. In this respect, Longfield has some very pungent remarks

to make about the amateur economist and his methods (7): and he
u!ihliil‘l the real importance of accurate thinking in a comment
which displays an excellent appreciation of the real problems of
economic analysis:- "Perhaps there is even no subject in which
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method and order are of more importance than in this, as there is
none in whieh the questions sre so interwoven with each other, and
in which it is so often a matter of difficulty, in cases of two
observed éoincidcnt phenomensa, to determine which is the cause and
which is the effect.” (8). This leads Longfield to consider the
'‘nature of the appeals made to experience' against economiec science,
and hence to discuss the general relations between theoretical
reasoning and practical observation in Political Eeonomy. He
enphasises the ilmpossibility of experiment in economic problems and
the vast extent of the factors and influences involved, which make
it inevitable that "experience; without theory and reasoning, must
ever prove a blind and inefficient guide". To rely on experience
alone, he suggests, is to preclude the possibility of progress, "as
oxperiauﬁq. from its very nature, cannot invent, however it may

suggest 1mprof¢ments.'

The fundamental causes of social and economic phenomena

can only be discovered and analysed by theoretical methods.
Aggovdingly, Longfield adopts the deductive metnod of ithe classical

gchool in his own writings.
It must not be imagined that because of this he neglected

the importance of practical and factual observation. This passage
from his firet Lecture 1s a very good desoription of hie own methods:-

"seethe political-economist omite no opportunity of acquiring
the knowledge of facts, though he uses reason and cautious theory
to diitinguiih the relmtion of cause and effect from accidental or
unnatural goincidences."(9)

Again, discussing absenteeinmm, he says: "In Political Economy,
we must not abstract too much®.(10). Indeed the charge of undue
abltr;atian is one which can never be levelled ageinst longfield; a
ptrong sense of reality permeates his whole work. Although he was
fully capable of employing the most theoretical forms of reasoning,
hs,hnlltoo keen a mind to be decived by theories which were out of

agcord with iﬁporianot. Congequently he developed a very sound
method of analysis, developing his abstract theories from reality,
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SECTION II. THE THEORY OF VALUE.

(The whole of Longfield's work on this subject appears in the
"Lectures on Political Economy," for Trinity and Michaelmas Terms,
1833+ He never subseguently modified his theory, so far as can be
ascertained. The cuestion of Value is discussed in Lectures II and
III and revised in Lecture VI« The subject of Lecture IV, the causes
of wage differences, is said by Longfield to be relevant also to the
discussion of value, as affecting its measurement in,labour, but
actually it is more relevant to the question of wages. It is treated
here under that head (below, SecteVe.) The guestion of determination of
Value in cases of joint supply is treated in a note, to page 32 of

the Lecturess)

Longfield's theory of Distribution begins, in customary fashion,
with a discussibn of the question of Value. The theory which he
advances in this discussion is the foundation of all Longfield's
subsequent work on Distribution and the special character of that work
is mainly accounted for by the special character of this theory of
Valueo. |

But the theory of Value is not only the foundation of the theory
of Distribution---it is the foundation of all Longfield's economic
thought. He uses it as a starting point in the solution of almost
every economic problem he deals with and conseguently it assumes a
special importance in any attempt to understand and evaluate his
ideas. The theory of Value is at once the most important part of
Longfield's work and the greatest of his contributions to Economicse

II.
At the time when Longfield gave his Lectures on Political

Economy the theory of value generally accepted was the labour theory,
 to give it the simplest of its several names. Although it is so very
well known, it may not be out of place here to recapitulate its
essentials and outline its development, for an understanding of the
general position of value theory in the period when Longfield wrote
is a necessary background to the study of his own work in this field.
Th explain the development of value theory in general, and the
the labour theory of value in particular, it is necessary to go back
to Adam Smith's "Wealth of Nations".
Smith noted that "the word Value.e.sohas two different meanings
and sometimes expresses the utility of some particular object, and
sometimes the power of purchasing other goods which the possession

of that object conveys« The one may be called "value in use; the

other "value in exchange:" From this he went on to show "what is th
e
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real measure of this exchangeaple value" and laid down simply at first
that "labourseseis the real measure of the exchangesble jalue of all
commodities.” (1) He went on to remark, in his next chapter, that
"In that early and rude state of society which precedes both the
accumulation of stock and the appropriation of land, the proportion
between the quentities of'iabour necessary for acquiring different
objects seems to be the 6n1y circumstamce which can afford any rule
for exchanging them for one anotBere" (2) An allowance must be mgde
for "superior hardship, and for uncommon dexterity and ingenuity."
but this does not invalidate the general principle that value is
determined by laboure This last admission was an avoidance, rather
than a solution, of the important problem of the existence of different
kinde of laboure

However, Smith does not adhere tp this labour theoryj; when the
"early and rude state of society" has passed away, when stock has been
accunulated and land 'apbrOpriatod. the situation as regards value is
very differente Then "the whole produce of labour does not always
belong to the labourere He must in some cases share it with the
owner of the stock which employs hime Neither is the quantity of
labour commonly employed in acquiring or producing any commodity,
the only circumstance which can regulate the guantity which it ought
commonly to purchase, command or exchange fors" (3) Profits and rent
also enter in as determinants of value, although labour still
measures the real value of all these partse. So, with Smith, the
labour theory of value is used only with reference to primitive

soclety; in the developed state land and capital are also admitted

into the question and the labour theory changes into a cost-ofe
production theory. Yefl labour is not altogether excluded - it
remains as the measure of real value = a fact not without importance
in the development of value theory.

It was left to David Ricardo to evolve the labour theory in its
most complete -form. This he did mainly in his "Principles of :
Political Economy and Taxation" first published in 1817. Th the
chapter on Value he conceded the importance of Smith's distinction

of "value-in-use and "value=in-exchange)] to which he gave the more
convenient names of utility anf value, but went on to say:
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"Utility then is not the meaaure'of exchangeable value, although it

is absolutely essential to if." Without some utility a commodity
can have no value, but once "possessing utility, commodities derive
their value from two sources: from their scarcity, and from the
guantity of labour required to obtain thems" (4) The case of scarcity
is quickly passed over, as applying only to 'rare goods.' "By far
the greatest part of these goods, which are the objects of desire,
are produred by laboure" Ricardo quotes Smith's explanation of the
determination of value in the primitive state of society with approval,
gaying: "That this is really the foundation of the exchangeable value
of all things, excepting those which cannot be increased by human
industry, is a doctrine of the utmost importance in Political Economy."
(5) He does not follow Smith in confining the lsbour theory of value
to primitive times alone, however, but attempts to make it of
universal applications
In this his problem was to show that labour was the only source
.,0f value and the amount of labour used in the production of any
commodity-? To do this he had to eliminate land and capital from the
questiop, proving them to be neither sources nor determinants of
value. The elimination of land was comparatively simple on the basis
of the theory of rentQ Since the, price of corn was regulated by its
labour cos% of production on the worst soil in cultivation, which
afforded no rent, computation of this labour cost alone determined
value, and land and rent could be disregarded altogether.(6) The
case of capital and profits was considerably more difficult, énd in
fact Ricardo was never able to arrive at a wholly satisfactory
solution of this problemes He introduced the clumsy expedient of
considering capital as "embodied" labour and, when calculating the valu
of any article, counting the !indirect' labour employed in the ;
productiog of the capital goods ttilised, =zlong with the direét labour
which co-operated with these capital goods in the production of the
final goode _ '
This is obviously a doubtful solution of the problem, and
Ricardo's own recognition of this is shown by the summaries he gives

at the beginning of the various sections in his chapter "On Value*
in the "Principles." Thus he begins firmly enough at Section IIT:-
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"Not only the lawour applied immediately to commodities affects
their value, but the labour also which is bestowed on the implements,
tools and buildings, with which such labour is assisted."

Then in Section IV he admits:=-

"The principle that the quantity of labour bestowed on the
production of commodities regulates their relative value, considerably
modified by the employment of machinery and other fixed and durable
capitale”

And again, in Section V:=-

"The principle that value does not vary with the rise or fall of
wages, modified also by the unequal durability of capital, and by the
.unequal rapidity with which it is returned to its employer."

Thus Ricardo is forced to introduce considerable "modifications"
which greatly limit the validity of his first theorye. He is never
really able to eliminate capital successfully at all, but merely
Baysi"eesesethis cause of the variation of commodities is comparatdvely
s8light in its effectse +s.eNot @0 with the other great cause of the
variation in the value of commodities, namely, the increase or
diminution in the quantity of labour necessary to produce them+"(7)

However, even if these difficulties are passed over, there still
remains another problem in the question of profits---why should labour
embodied in a commodity, and the source and measure of its value,
exchange for a less value of labour in the form of wages? In other
words, if labour is the only source and determinant of value, why
does the labourer not receive the whole product of his work? Smith
had met, or rather avoided, this question by admitting capital and
land to be sources of value in a developed societye. Ricardo could
not do this without abandoning the pure labour theory and he was
equally unwilling to adopt the "exploitation" theory, later
developed by Marxe His solution represents a middle course between
these two methodse. He solved the problem by admitting that the value
of labour itself was variable, even on the basis of the labour theory
of value, since the amount of labour which went into procuring a

giveh level of subsistence for the worker was a varying quantity in

time and place. (8) By this reasoning, Ricardo was able to show that

while the amount of labour embodied in a good measured its value, the
’



labourer was only entitled to demand the "natural" or equilibrium
rate of wages as his share of the product, so that the apparent paradox
did not invalidate his iheory.

Apart again from all the difficulties of eliminating all other
sources of value but labour, there was the further difficulty of the
existence of different kinds of labours This problem had been
inadequately treated by Adam Smith, but Ricardo's explanation of it
was but little better. He introduced the idea of a "scale" on which
the different kinds of labour were adjusted relative to one another;
once the position of the different sorts of labour on the scale had
been determined, he thought, they would not be subject té frequent
or significant change. . S0 the question of differences of
"comparative skill and intensity of labour" needs scarcely to be
attended to, as it operates egually at both periods" when a change
of price or value is being considered. This is not necessarily
true, however, anq'again Ricardo is forced to minimise the
difficulties of his theory rather than to dispose of them
satisfactorilye |

Yet in spite of its complications and inadequacies this theory
of value was generally accepted by Ricardo's successors in English
Political Economy for a full half-century. They improved upon it
but made no fundamental alterationse Amongst the most noted of
Ricardo;s disciples were James Mill and McCulloches The latter
adhered with the most extreme regidity to the 'ﬁhre' labour theory,
being more strict even than Ricardo himselfe Others, kowever,
adopted the simpler method of Smith, and used a cost-ofeproduction
theorye [Even though these writers were not able to 6vercome the
difficulties of the theory any more than was the "Master" himself,
its influence continued until the time of John Stuart Mill and
Cairnes, although it was by then much modified.

In considering the history of the labour theory of value, the
distinction between labour as source and labour as measure of value
must be constantly borne in mind. The attempt to make labour the
80le determinant of value was never successful, and it was not
seriously made b many other writers besides Ricardos Yet the idea

that kabour formed a peculiarly useful and "real" measure of value
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founﬁ much wider acceptance. Smith maintained labour as a measure
after he had abandoned it as a unique source of value. His
contention that it formed the"only real” and invariable measure of
value was subjected to much pertinent criticism, and most of his
followers admitted it to be impossible to find an ;nvariable measure
of values ©Nevertheless, the idea that labour was somehow superior
10 money as a measure of value pesisted, and in the history of the
economic writings of the period the connection between labour and
value is ineScapable.

It is true that acceptance of the labour or "reale«cost" value
theory was general, but it was by no means universale On the Continent
it found no following as a rule, whilst it is now generally conceded
that even in England itself the theory was subjected to considerable
criticism very shortely after its original promulgation, and there
existed a considerable body of writers who approached the problem
of value from a different angle, making utility its ultimate basise

- This method may be saild to have originated in France, chiefly
through the agency of J*B.Say. He himself regarded his work in the
field of Political Economy as a dissemination of the doctrines of
" Adam Smith to counteract Physiocratic theories, but as far as value
was concerned he did not follow Smith in using a cost-of-production
theory, but started from the point of utility. He was probably
influenced to-ards this approach by the earlie£ writings of the Abbé
Condillac, who had expounded a utility theory in his work "Le commerce
et le Gouvernement considérés relativement L'un & l'autre,"published
in the same year as the "Wealth of Nation's", 1776. Say, in his
«"Traité d'Hconomie Politique," turned Smith's theory into a utility
theory, making hie "value-in-use" the primary determinant of value,
with scarcity the other important factore Cost of production
ococupied only a subsidiary position as the lower limit of price.(9)
Thus, while there were twd essential factors in Smith's theory of
valuo-#-"ralug-in-uae". or utility, on the one hand, and cost of
production on the other, Smith placed the emphasis on cost of
production. Say reversed this and made utility the important factore.

This value theory of Say found general acceptance in France at
the time when the labour theory was dominant in England. Say's



successors improved but made no fundamental changese At the same
| time there was 2z somewhat similar development of theory in Germany
.under the influence of such writers as Hermann and Stoxch.
Bnglish political economy itself was not immune from this
‘subjectivist' influence until the time of Jevons, as used to be
generally thought. In the early part of the ninesteenth cebtury
there were quite a number of writers in England who approached the
problem of value in the same manner as Saye They did not constitute
a united group or "school" in the true sense of the word; for the
most part they evolved their theories quite separately, and indeed
were often unaware even of one another}a existencee Nevertheless,
their work formed a very definite under;urrant of opposition to the
clﬁésical doctrinee ;§0ne of the emrliest of these writers was
James Maitland, Earl of Lauderdales In 1804 he published his
"Inguiry intc the Nature and Origin of Public Wealth" and wrote his
first chapter on the subject of "Value, and the Possibility of an
Accurate Measure of Valueo." The theory which he puts forward
closely resembles that of Say and seems also to show something of
the influence of Condillace Lauderdale base8 value on the two
-circumstancaa of utility and scarcity and stresses the fact that
value is not an intrinsic quality of a commodity. Consequently,
he reasons, there can be no such thing as a "real" or invariable
meazsure of valuee. ‘He strongly criticises Smith and earlier writers,
notably Sir William Petty, for attempting to make labour into such
a measuree. He summarises his theory in the following passage:-
"Great, therefore, as the authorities are who have regarded
lahour as a measure of value, and who by so doing have contradicted £
that view of value which has been given, it does not appear that
labour forms any exception to the general rule, that nothing possesses
real, fixed or intrinsic value; or that there is any so0lid reason for
doubting the two general principles we have endeavoured to establish:e
leThat things are alone valuable in consequence of their uniting
qualities which make them the objects of man's desire, with the
circumstance of existing in a certain degree of scarcity.
2. That the degree of value wanich every commodity possesses
depends upon the proportion betwixt the quantity of it ang the

 demand for it." (10)
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.~ This theory of Lauderdale's was the first indication of = new

approach to the problem of value in English writings; it was evolved
even before Ricardo produced his theorye. Most of the other authors
who followed the same lines wrote during the 1830's. Perhaps the
best known of all of them was Nessau Senior. Like Lauderdale, he
was influenced by éﬁy'a work on value, but also attached great
importance to Ricardo's theories, more, in fact, than did any other
"opposition" theorists. Indeed, he may be said to have had a foot
in both campse, for his theorf of value was essentially an attempt to
recongile the work of Ricardo and Say.

Senior starts from Say's notion of value based on utility and
scarcity, but adds in "transferability" as an sdditional element
giving value to a goode This enabled him to include immaterial as
well as material goods in the analysis, in so far as a transfer of
their utility was possible. In dealing with the influence of utility
Senior pointed out the existence of diminishing utility in an
interesting passage:=-

"Hot.only are there limits to the pleasure which commodities
of any given class can afford, but the pleasure diminiaheé in a
rapidly increaeing ratio long before those limite are reached«" (11)
He did not enlarge on this, however, and utility really did not
receive a very prominent position in his theory. He objected,
however, to the idea off confining wealth and value to things
produced by labour, and ooneidereg scarcity a much more important
factpr for the determination of value than labour. (12)

Senior dic*nuoh to improve the Ricardian theory and eliminated a
number of its greatest difficulties by introducing the concept of
"abstinence" as a factor in the production of capital. He thus
admitted the productivity of capital and made the labour theory a
cost-of-production theory againe. He analysed the influence of cost
of production on price in a series of five different cases, proceeding
from perfect competition through various degrees of monopoly, and
fihﬂi.d that the cost-of-production theory of value is only entirely
valid the first case. Thus his work may be ssid to have consisted
im improving the classical theory end supplementing it by & more

complete explanation of the infduence of utility and demand,
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Senior was the first holder of the Drummond Professorship of

Political Economy at Oxford from 1825 to 1830. and his two immediate
successors in the chair were also exponents of the utility approach
to value questionse The first was Richard Whately himself, 'who later
founded the chair at Dublin which Longfield held. Whately did not
really develop a utility theory of value, or indeed any theory of.
value, but he displayed notable "subjectivist" leanings. He gave
'shncial importance to the gquestion of exchange and his proposal to
rejname Political Economy "Catallactics", or the science of exchanges,
has 6ften been quoted. Another significant remark of his, on the
relation of cost of production to price, has also gained some fanﬁmte-
"It is not that pearls fetch a high price because men have dived for
them; but, on the contrary, men dive for them because they fetch a
high price." (13) Whately emphasised that labour is not essential to
value, but that it is a mere accident that most valuﬁble things
recguire labour for their productiono. He considered the labour theory
a confusion of cause and effecte The influence of Senior is evident
in these views, and it seems likely that Whately had seen a draft of
Senior's “Oui;iine of the Science of Political Economy" even though
this was not published uhtil 1836 , five years after the appearance
of Whately's "Introductory Lectures".
The next occupant of the Drummond chair, Reve. W.F. Lloyd, gave
more specific attention to the problem of value, and developed a
remarkably complete theory on the basis of utility. He published
only one of his lectures on the subject, "A Lecture on the Notion of
Value". In this® he explains the principles of diminishing utility
ang the margin ol indifferencee He takes a very typical "Marginal"
cqﬁd-ra hungry man presented with successive ounces of food-- and
,iﬁblains how the utility of each successive ounce decreases until the
point is réached"when. with respect to a single ounce, it is a matter
of indifference whether it is parted with or retained." (14)
Lioyd~mainta1ned the idea of'absolutqhalue as distinct from relative
or exchange value, but he did not identify absolute with intrinsic or
real value. He denied the existence of intrinsic value and held
that value was "in its ultimate sense..s...ac feeling of the mind." (15)

This curious distinction of intrinsic and abs@lute value ariges from
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the fact that Lloyd used 'absolute value' to mean the value of a
particular thing to a particular person, aside from any cuestion of
exchanges This is similar to the meaning usually given to
"utility", but Lloyd used utility in the more everyday sense, to
mean the general usefulness of a commoditye ILloyd did not consider
the question O0f labour as a measure of value in this lecture,but he
does not seem to have attached any importance to the labour or
'real-coatﬁ theory. In fact it is a curious guint about Lloyd's
explanation of value, arising apparently from KRis unusual
definitions, ihat cost of production and supply do not enter into
the guestion at alle His theofy is indeed more purely subjective
Jxﬁan‘that advanced by any other economist of this group, but this
;htery fact constitutes a definite wedkness in it.

f These authors were not the only ones who dissented from the
labour theory, but it would be superfluous to refer in detail to
_;very instance; enough has been said to indicate the trend. No

/ éccount of the "opposition" writers of this period would be
#.complete. however, without reference to Samuel Bailey, author of
the "Critical Dissertation on the Nature, Measures and Causes of
Value; chiefly in reference to the writings of Mr. Ricardo and his
followers," published in 1825. :

Bailey's chief concern was to point out the errors and
weaknesses of the Ricardian labour theory rather than to set up
any other theory of value in its place. His criticisms were
really directed more against the form in which the theoryhad been
stated than against the theory itself. After a lengthy discussion
of the matters mentioned in his title, he eventually says: "It
appears, therefore, that if we do not aim at undue generalisation,
but are content with a simple statement of facts, the value of
objects, in the production of which competition operates without
restraint, may be correctly stated to arise principally from the
cost of production." (16) This, he thinks, may be either capital
or labour, or bothe However, Bailey generally insists on the

purely relative character of value, and denies the possibility

of considering it as something intrinsic or absolute. He defines
value as"the esteem in which any object is held" denoting "an |

effect produced upon the mindi" (17)
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He goes at lengthinto the question of measures of value and
concludes that it is 1npoasihlo.to have an invariable measures

‘ Bﬁiley's work, while not actually advancing a subjective
theory of value, is 1lportanf a8 showing the criticism to which the
Ricardian theory was subject only a short time after its
publication.

Thus from a review of the writings on the subject of value in
the fifty or sixty years following the appearance of the "Wealth of
Nations" it becomes evident that there were really two separate
current explanations of the problems The classical labour or
qpat-of—prdduction theory appeared completely dominant, in Enéland
ét least, but there was reélly a very definite opposition to it
from a‘groupg of lesser-known authors who explained value on
subjective grounds.

There are really two factors in the problem, on the one hsand
utility and demand, om the other cost of production and supply-.

The classical theorists devoted their attention mainly to the supply
side and approached questions of value theough cost of produection;
their opponents, if they may be so called, approached the question
from the demand side, through utility. The difTerence between the
two schocls may be represented as being one of degree rather than
kind, dqpending mainly on the varying emphasis given to each of

the two factors, ;ut it was none the less a very real and important
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III.

In reading lLongfield's work on Value it cuickly becomes
evident that he is somewhat divided in his mind between the two
approaches outlined above. He begins in & manner typical of the
classical method by defining Wealth, and does not even attempt to
evolve = definition of his own, but merely repeats in his own words
the generally accepted view:= "By wealth then, writers generally
understand any of thiose things which satisfy the wants or gratify
the wishes of mankind, and which posaesa‘;n exchangeable value"(18)
It ies noteworthy that while Longfield does restrict Wealth to things
boaaeasing exchangeable value, after the usual manner, he does not
restrict it to material goodse Otherwise there is nothing
remarkable in his definition, and it would lead one to expect nothing
more original than a re-statement of the classical theory.

For a time such expectations appear justifiede Adam Smith's
distinction of "value~insuse" and “value-~in-exchange" is repeated,
and the ensuilng passage is redolent of Ricardo's "Principles".
Having defined utility as "the power which a good has of satisfying
one or more of the various wants or desires of mankind" and value as
a good's "power of being exchanged for other articles”, he repeats
Ricardo's proposition that & good cannot have value without some
utility, but that once possessed of any utility its value depands
mainly on other circumstzancese ;ongfield states that Political-
Economy (19) is more concerned with value than utility, and, in the
passage in which he explains this point, he seems to be guite certain
that the two can be altogether separated. Thus he makes a very
: curious distinction between theoretical and practical Politicale
Economy :-="The former is conversant about value, the latter about
utilitye. The former ought to be considered first; it is more

elementary, it admits of greater certainty, and is subservient to

the latter, but not in any respect dependent upon it."(20) His

idea seems to be that the determination of value can be considered
" in the abstract with hypothetical examples, whereas utility, being
a subjective concept, brings in personal factors which are matters
of practical experience. He does not seem to realise, at this
point, that utility can be considered in the abstract or that there

is any definite connection between it and value.
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He goes on to say that "..e..eperhaps for all practical

purposeé the best measure of utility is value ande.eethere is a
sophism employed in the arguments used to prove that things of equal
utility may have different values, and that things of equal value
may have different degrees of utility.* By this, as he explains,
Longfield means that for each individual utility and value are
'prOportional to one another; exchanges ensure that everyone derives
the maximum of utility from his possessions, in proportion to their
valuee. Thus when an exchange takes place it results in a gain of
utility for both partiese
ﬁn these first passages the influence of classical theory is
very marked. Longfield's purpose seems to be to clear up the
question of utility and dispose of it altogether before going on to
deal with value, which he appears to think an entirely separate ;
problemes At this point his conception of utility is, also,confined
to the normal idea then current of general or totasl utility. The
concept of diminishing utility is not mentioned, although at one
point he speaks of"the imperiousness of desires in demanding their
proper gratification" (21)« The question of exchanges, however, '
receives more attention that it usually did from classical writers,
and their purpose is well explainede This may be attributed to
the influence of Whately, whose definition of Politiéal Economy as

"the Science of exchanges" is noted in this passagee.
However, instead of continuing along these lines and explaining |
value on the basis of exchange, as it seems he might have done at
this point, Longfield rather h)ruptly takes up the question of how
value may be measured, "a thing that at first does not appear very
important." (22) On this point Longfield displays a relative viewe
point somewhat similar to that of Bailey. "Value can only be
measured by value, its quantity depands altogether on proportion(22)

Consequently, as might be expected, Longfield denies that labour is

a real or invariable measure of value and, like Lauderdale, he
criticises Smith and other writers for having attempted to make it
80. (23) Yet although labour is not :3::a1 measure of value than
any other, it is, according to Longfield, undoubtedly the best.

He devotes a considerable amount of space to the attempt to prove this
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proposition, and confuses his theory greatly by it, but never seems
‘to succeed even to his own satisfaction. On one or two occasions
he confuses measure with cause of value, but in general he only
considers labour as a measure of value and does not admit it to be
the cause or source of valuee That in fact he does not consider
it as such is shown by a :0te on the subject of joint supply, which
he appends at this stage. ... .This note is not alone important in
that it demonstrateas this point, howevere. It may certainly be
ranked as one of lLongfield's most notable contributions to economic
analysis; for the time it is a quiite unusually clear and compkete
explanation of this imperfawmt problem.(24) Longfield says that a
complexity is often introduced into the estimation of cost of

production by the fact that the same factors are used in the
production of several differeﬂt goods, sold separately, and the cost
cannot be accurately imputed to each. "The difficulty of solving
thia_questidn will disappear, if we attend to the manner in which the
cost of production influences the price of commoditiess The demand
and supply regulate the price and the cost of production influences
it, by confining the supply to such a quantity as can be sold at a
price sufficient to repay the cost of productione But still it is
the ralation_of the supply and demand that immediately regulates the
price both of the whole and of each part." The relative value of the
parts may vary with changes in demand for them, and generally any
increase in the demand for one part, which does not occasion a rise
in cost of production, will reduce the priée of the other parts by
causing an increased supply of theme. Having given examples of such
cases in which he analyses the secondary consequences in a remarkable
manner, noting the possibilities of substitution, Longfield concludes:-
“These would be mm instances of a change taking place in the
relative values of commodities, without any alteration in their cost
of production; unless by a metaphysical abstraction, not very
consistent with our notion of what the cost of production is, we
suppose the cost of prodgction of an entire complex commodity, to be
appropriated in different proportions to its several parts."(25)

Despite all this, Longfield appears convinced of the merits
of labour as a measure of value. The peculiar fitness of it, he
3 »



“considers the exceptions to the rule in the c;ae of
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says, "arises from thia.'ihat in many articles such as manufactiures,
the entire value above that of the raw msterials of which it is
composed is defived from and can be measured by the labour employed
about them." He does not attempt to reduce the raw materials to
the labour used in obtaining them, but merely says that even of the
raw material there is always some portion which is of equal value
with any other equal quantit; of the same commodity whose value is
either derived from or can be measured by the quantity of labour
necessary to produce it."(26) The part produced by labour will serve
a8 a measure of the value of the remaindere This is a very doubtful
assumption and Longfield attempts ho proof of it--in fact when he
repeats &t a little later he says that it is unnecessary that it
should be proved when no conaequenc;s are drawn from it. The :
ensuing passages do not compensate for this extremely weak solution
to the first part of the problem; to show labour to be a aatiafactory|
measure of value it would he necessary to show that the value of any
good could be quantitatively measured by the simple amount of labour
used in its productione. Ricardo and his followers realised this
clearly, but Longfield it seems did nof. for he says that "es.oeit
may be asserted as a general truth, subject to few exceptions, that
no permanent change can take place in the relativ;'Value of any two
commodities without its being occasioned by some alterations in the
gquantity, or nature, or value of the labour required to produce one
or both of thosé commodities, and hen€e the utility of frequently
referring to labour as a measure of value." (26) Since, in this
passage, Longfield has introduced both the nature and the value.
(though in what form ot how measured he does not say) of the labour
into the qguestion, besides the mere quantity, the concept no longer
seems Lo hﬁfe much ‘utility': in fact, it is guite meaninglesse.
Longfield, however, éeee seems quite oblivious of his error
and proceeds to reinforce his statements by a reference to Locke,
who "first observed that it was labour that put the difference of
value on every thing," but he is forced to admit the ®alidity of
the ohJcotidn advanced against Locke's theory that "Gifts of Nature*

have value, and has to fall back on his customary excuse that labour

need: only measure some part of the value of a good. He then

£00ds whose value



is regulated entirely by their scarcity, and glosses over the ppint
Just as did Ricardo,(27) saying that he will in future confine his
remarks "to those articles whose value admits of being measured by
the quantity and kind of labour necessary to produce them" (28)

At the end of iecfure II he goes on to "state something more
precisely concerning value and its measures" and this brings him
on to the question of profits in relation to value, but instead of
becoming more precise, ﬁis explanations become yet more vague and
confused. He sa&a that the difference of value between raw material
and finished product consists of the pay of the labourers plus the
profits of their emplayers. This, he says, may be thought to
introduce a new element, "but hereafter, when we proceed to consider
~and compare the different kinds of labour and profit we shall find
that the two propositions, "that the cost of production consists of
labour®, or that it consists of labour and profits, are equivglent,
or must be understood in the same sense." (29) 1In any case profits
can be reduced to labour by considering them equivalent to the
increased wages the worker would recuire if he had to wait for

payment until the product were solde. This is far too simpliste

an explanation,for it ignores the difficulty of fixed capital
altogether, but quite aside from this, Longfield has invalidated
his theory again by bringing in the pay of the labourers, which is
quite a different thing, even in labour terms, from the amount of
labour used in the production of the article, as Smith and Ricardo
had realisede. !
- Longfield disposes of all these difficulties by saying that
"it is evident that as laboud is used not as a more real measure,
hﬁt a8 a convenient one, that when in analyaing the cost of
production of any article, we come to expenses of known amount, we
need not go farther, and reduce them to their value in labour".(30)
| In this case, it seems justifiable to ask why labour need be used at
all, and in this connection it is very significant to note that
Longfield himself, in the example he gives to illustrade this point,
values all the expenses, including labour, in terms of money!

In fact, Longfield's attempt to prove labour the 'best' measure

of value is a complete fallurey- He makes no systematic attempt to
resolve the difficulties involved, and the most he is able to show

k,
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~ is that in most commodities some part of their value may be
measured in lebour terms. This may be true, but it is hardly
important. Ilongfield is himself frequently critical of the idea
of labour as a measure of value, and he praotioally_admits that
gny other me®sure, money included, will serve as well. He guotes
this passage from McCulloch:=-="But however the same quantity of
labour may be laid out, and whatever may be its produce, it

unavoidably occasions the same sacrifice to those by whom it is

performed; and hence it is plain that the products of equal
quantities of labour, or of toil and trouble, must, how much soever
they may differ in magnitude, always be of precisely the same real
value." (31) .And his comment on this is: "Now real value in this
proposition can have no reference to its utility or exchangeable
powers." He then goes on to prove that labour is not an invariable
measure of value through time or space, and denies the possibility
of the existence of such a measure. Again, having discussed wage
differences, (32) he remarks "To hold that things are necessarily
of equal value, in sll times and places, which are produced by means
of equal sacrifices of toil and trouble, is to attach to the word
value a signification so abstract as to divest it of every
ciréumntance that can render the consideration and investigation
of values useful or interesting." (33)
In view of all this it is difficult to understand why Longfield
.ahould attach such importance to the attempt to prove labour the
best measure of value, especially as, despite occasional confusions,
he never really makes it anything more than a measure and it is,
therefore, not essamtial to his theory at all. Certainly labour is
not so 'convenient' a measure as Longfield attempts to show it to
be, and in reality he never makes use of the concept. The most
likely explanation seems to be that Longfield had been influenced
by the classical theory, yet found himself unable either to accept
all its implications or to abandon it completelys Even so, it is
 gurious that lLongfield, wsually so clear & thinker, should be so
constantly confused by this idea. The consequence is that labour-
Valus'reuainﬁ a superfluous addition to hisitheory, which is

perfectly comprehensible without ite
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. After his long and rather futile discussion of the measurement

of value, Longfield proceeds to deal with the determination of
exchange values. ' Here also he starts from a classical concept=~=-
"natural® and "market" values This is a natural corollary of the
doctrine of labour as a measure of value--~ the "natural value" being
the value measured by labour to which the "market value" has a
constant tendency to conform. But although Longfield makes use of
this idea at first he does not give it tnis proper classical
significance; it immediately becomes evident that he attaches far
more importance to market than "natural" valuese 7o market Valué
“the name of value more properly belongs and the former is only
entitled to the name on account of the infiluence which the cost of
producing any article exercises upon its value in exchange."
This seems to be the true representation of Longfield's view of
}aiuo; he goes on to say that "Value is a word that always refers
to an exchange either made or contemplateds The value of any
commodity is its power of exchanging for other commodities, and is
to be measured by the extent of that power, that is by the amount
of other commodities which can be procured in exchange for it; and
any thing for which it can be procured or given in exchange will
serve as a measure of its value. But there is no such quakity
in an article as abstract walue without reference to exchange."(34)
The zttempt to find a "real-cost” basis for value has no real
attraction for Longfield; for him value essentially has referémnce to
exchange, and on the guestion of exchange values he is not confused
or doubtful----he is able to explain it with evident understanding.
The first question considered is--what gives rise to exchanges?
Longfield's answer to this shows the first development of his idea
of marginal utility:--"However useful or even necessary to the
subsistence of man any commodity may be, there is a limit to the
quantity of it which any individual can consume, and the love or
necessity of variety will induce him to part with all he possesses

beyond a certain share, if by parting with it he can procure anye

thing which can contribute more to his enjoyments." (35) The most

urgent needs are those which are most easily satisfied, whilst less

urgent wants are 'almost insatiable' but 'can be Tepressed or denied

without any dimunition to our happiness.' Thus it is this need
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pr desire for variety which causes exchange; there must be iwo
parties to the exchange and each gains en advantage in procuring
‘something of greater utility than what he parts with.

Having dealt with the cause of exchanges Lon field proceeds
to set out "the rules which regulate the relative values of
commodities." These are mainly the consequences of the general law
"that every person is desirous to get ae much as he can for the

goods of which he disposes. This leads every man to buy as cheap,

and to sell as dear as he cane The law of mutual competition does

the reat." (36) Remarking as a preliminary that exchanges are
effected in money, longfield describes in detail the wcrking of

the "law of mutual competition," or the operation of supply and
demaﬂd. in other words. If prices are too high the mutual
coﬁyetition of sellers will fojce them down, if too low the mutual
competition of buyers will force them upe Thus the market price
tenén to conform to "that price which will exactly adjust the supply
fb the effective demand«" (37) Effective demand is defined by
Jongfield as the demand of those who.are able aﬁd williné to give
the current markgt price for the article. Cost of pro&uction "or
natural value", has glao a considerable effect on price for it
"regulates the supply and keeps it pretty nearly in that proportion
to the demand which may produce a conformity between the exchange=
able andAggiural valuee" (38) If the supply is deficient, prices
will increase and effective demand will be reduced in consequence
until it is again equal to the supplye. If the supply is too great
the competition of sellers will bring down the price and cause an
increase of effective demand until the necessary efuality with supply
18 agaln attained.' These considerations bring Longfield to deal °
with the tendency of the market values of various types of goods

to conform to their “natural".Valuea. He concludes that the

tendency is much stronger in the case of manufactured articles than

agricultural products, in cohsequence of the fact that the supply of
wlmnnfaoturodAc:;dga much more quickly increased or diminished than
can the supply of agricultural products. (39) Classical influence 13'
l"til'l ¢ vident in these last remarks about natural price, but it is
not the éonndation of Jongfield's explanation of éxchanges, nor does

he attach much importance fo ite He has, in fact, returned to the
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'dovalopnaht of the relative exchange value theory which he began
updn before his digression about labour as a measure of valuee.

At this point, however, Longfield's theory is still incomplete;
he has explained how exchange values are determined by the operation
of demand and supply, and why exchanges take place« He has
introduced the idea of natural values as behind exchange values, and
has attempted to show labour to be the best measure of these
natural vaiues, but he has not really attempted to show it to be
the source of theme Some indication of the source of value is
lacking; the fundamental quostion -« why does value exist? -=
remains unanswered. |

All these deficggbiea are completely remedied in the
_reiiaion of the question of value which Longfield gives at the
beginning of his sixth Lecture, before he commences the consideration
of the distribution o; Wealth. He seems to have clarified his 1dea§
on the subject of value and brought them into an ordered form and in
this revision he sets out his theory, coherent and completee.

First, he re-states his definitions of value and utility and
again says that labour is a convenient measure of value, but he now
admits that in the ordinary transactions of life money is used as a
measure.and is also a most convenient one. "Tﬁere is no more ready
mode of conveying a definite idea of the value of any article, than
by mentioning its‘value as measured in money." (40)

However‘it may be measured, Value depands upon demand and
supply; behind supply is the cost of production and behind demand
is utilityse="...eeindirectly the cost of production of any
commodity, as well as its utility, has an effect upon its price.

The cost of production, by iés influence upon the supply, since men
will not produce commodities unless with the reasonable expectation
of selling them for more than the cost of producing them. And the

utility has .some effect, though not so easily calculated, since it

is to its utility, in the more extended sense of the word, that the
demand is to be entirely httributed-" The cost of production here
has ceased to be the 'natural value' to which the exhhange value

tant Lendenc
has a Mom . : to conform, but has become simply the lower

1imit of price in the long term, the price below which the pProduct



31

will not be sold at alle Longfield soon makes it clear that above
this lower limit prices and values are regulated by utility,
operating through demand. "I think it expedient" he says "to make a
few remarks upon the nature of demand, and its influence upon price
and value." And in these few remarks he sets out the whole theory
of marginal utility with extraordinary completenesse

It is not the usual case of the desires of a single person
which is first considered, howeVer, but the alternative one of the
demands of all possible*demanders" of a single commodity; consequent=-
ly the whole analysis is conducted in terms of 'intensities of demand'
"The measure ofjiﬁiensity of any person's demand for any commodity
is the amount which he would be willing and able to give for it,
rather than remain without it, or forego the gratification which it
is calculated to afford hime." First, Longfield remarks that a
demand may exist which is not sufficiently intense to affect prices
at all, but although a demand may not be sufficiently intense to
bring about an actual purchase, it may have some effect on price if
it would lead to a purchase when a slight reduction of price takes
placee "Such a demand always does exist, and has an effect in
keeping up prices, exactly similar to the bidding at an auction of
the person ihoae bidding is next in amount to that of the actual
purchaser."

On the other hand, there may exist “aﬁexcasa of 1n£ehaity of
demand"--the demand og those persons who would pay more than the
current market price if necessary. High prices in times of scarcity
- prove the existence of this 'latent intensity of demand.* This
contains the germ of’the idea behind Marshall's Doctrine of
COnsuher's Rent, but it is noteworthy that Longfield only considers
this a latent intensity of demand, and does not suggest that it
always exists or can be eatimated. In the argument of this passage

gsome resemblance to Bohm-Bawerk's concept of the "marginal pairs"
is also perceptible.

Having thus esStablished the notion of a scale of intensities
of demand, Longfield proceeds to explain, in a remarkable passage,

how it is the marginal demand which determines prices:=

"For provisions and other artickes of greater or less necessit
y



the intensity of demand among different persons varies according to
the sacrifices of other objects which they can conveniently afford
to make; and yet all will effect their purchases at the same rate,
viz. at the market prices, and this rate is determined by the sum
which willkreate an equality between the effectual demand and the
supply. Now if the price is attempted to be raised one degree
beyond this sum, the demanders, who by the change will cease to be
purchasers, must be those the intensity of whose demand was precisely
measured by the former price. Before thé change was made, the demand
which was less intense, did not lead to a purchase, and after the
change, the demand, which is more intense, will lead to a purchase
still. Thus the ﬁarket price is measured by that demand, which
being of the least intensity, yet leads to actual purchases."(41)
It is noteworthy that the first sentence of this contains the idea
of the "Principle of Indifference", and gpart from the fact that the
actual word "Margin" does not appear, this passage might well have
been taken from any modern text-book written on marginal lines.(42)

Having consida{ed the case of demand as a whple for a
particular commodity, Longfield extends his analysis to the case of
the wants of a particular persone. The passage in which he explains
this is such a remarkable anticipation of the later work of Jevons
and the Austrian school thet it deserves to be quoted in fulle--

"But the intensity of demand varies not only in different
places, andamong different in#ividuals, but in many cases the same
person may be said to have in himself several demands of different
degrees Of intensitye. Of this there is a very palpable exsmple,
when provisions, owing to their scarcity or abundance, sustain a
change of pricee When they rise, a diminution of consumption is
the effecte. But the manner in which this diminution of consumption
takes place usually, is not by the total abstinence of some from food,
whil§ the rest consume their accustomed portions. On the contrary,
all continue to eat , 28 they must, or else cease to exist; but none

 except those whose wealth renders them indifferent to the price of
their food, consume as much as usuale With every decrease of the
total supply within the country, a corresponding diminution in the
consumption of the great mass of individuale must teke place. But
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the proximate cause of this diminution in the consumption of each

individual, is the rise of prices which the scarecity producese.
Now that portion which any person ceases to cansume in conseguence
of a rise of prices, or that additional portion which he would
consume if prices should fall, is that for which the intensity of
his demand is less than the high price which prevents him from
pu;chasing it, and is exactly equal to the low price which would
.fhduce him to consume it On the other hand, for that portion which,
notwithstanding the high prices, he cbntinues to consume, he must
have had a demand, the intensity of which was at least equal to
those high prices which did not prevent him from purchasing it.
Carry on this train of reasoning in your minds through successive
degrees of scarcity and consequent Pigh prices, and you will come
to the conclusion, that each individual contains as it were within
himself, a series of demands éf successively incesasing degrees of
intensity; that the lowest degree of this series wijich at any time
leads to a purchasn.'is exactly the same for both rich and poor, and
is that which regulates the market price; and that im the case of
the rich man, the series increases more rapidly, that is to say, the
intensity of his_demand increases more papid}y in proportion to the
diminution of his consumption, than in the case of thepoor man.
I have chosen the exmmple of provisions as being the most obvious
and palpabde, and as most‘frequently affording an instance of the
principle which is illustrated ; but the same observation is
equally true, although not so strikingly, in every case in which a
diminution of supply woudd occasion a diminution of any individual's
consumption, without leading him to give up the use of the article
altogether." (43)
. Thus Longfield's theory of value is completed, und.thia is the
theory which forms the basis of the rest of his work, and to which
he looks for a guide to the solution of every economic problem. It
is essentially a theory of relative values-~the notion of real value
is passed over. Hené€e, she value is adequately expressed by exchange
relatidnships--in other words, by money prices. In the first
jnstance it is determined by @emand and supply. The factors behind

these are, on the demand side, utility, and on the supply side,

cost of production and scarcity. For the 1ndividua1, value is



determined by marginal utility or, in Longfield's phrasing, by the
intensity of hia demand for a given amoun® of a commodity; this, in
turn is affected by the intensity of his other competing desiress
Vioiing demand as a whole, it is the marginal purchaser, whose
demand is least intense, yet still effective, who determines the
market price. Thus, given supply: as determined by cost of
production, price is determined by marginal utility.

This view of value sets Longfield apart from the classical
school, and stamps him as a member of thet "opposition" party of
theorists, the "Dissenters", as Miss Bowley has aptly names the;,
(44) who rejected the labour of real-cost approach to vaipo- But
while Longfield may be classed as belonging to this group, his
theory sets him apart from its other members too, because of its
very completeriesse | It may fairly be said that no other writer of
the opposition group advanced so full and complete an explanation of
the utility theory as did Longfield. Pther "Dissenters" perceived
the importance of utility in a general sense, and some few, notably
Lloyd and Senior, reached a® far as the conception of diminishing
utility, but none advanced so accurate and detailed an explanation
of the role of marginal utility in the determination of price and
value as did Longfield.

IVe.

Longfield had in fact set forth the essentials of the
marginal theory, and used it as a basis for a new theory of
Distribution, thirty-six yesvs before Jevons wrote his "Theory of
Political Economy". Yet this seems to have gone almost unnoticed;
indeed the theay of valuey; the most important of all Longfield's
theories, received even less attention than other parts of his work.
This may have been due to the fact that most of his contemporaries
and immediate successors did not comprehend its trus significance;
it was too advanced for the time. When the marginal theory did
become prominent, Longfield's work was forgotten and Professor
Seligman seems to have been the rirst to draw attemtion to the
importance of his theory of value(45).

This seems to be accounted for chiefly by Longfield's comparati

obscurity and lack of reputation as a writer offl Political Economy

and by the fact that he made no claim to have 1nw§nted & new theory
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of Value or even to heve improved on old ones. , Had he made such a
¢laim, it might have been rejected, but vhen he made no claim at all
it was perhasps only natural that he should receive no credit. Only
in Ireland did his theory receive any recognition; here for a time
it created something of a sensation. The reviewer in the "Dublin
University Magazine" (46) approved Longfield's theory and himself
held a similar ones His one criticism was that Longfield 'should
have made exchanges depend on value, based on utility, instead of
making value depend on exchangee This appears to be a mere verbal
guibble, for Longfield did make exchimnges depend on utility, but
rightiy called value the expression of utility in exchange terms.

Only one really critical voice was raised--by one "A.Z." who
wrote a letter attacking Longfield's theory in the next issue of the
magazines "A.Z." took an extremely mechanistic view of value, being
even more rigid than the most rigid Ricardian. He considered that
demand was a fund of money and lLongfield's idea of a man having
idifferent intensities of demand within himself," was to him
complete nonsense. He cuotes the relevant passage [with-the
scornful-—passage|with the scornful comment "Is this intelligible?"

Apart from this one attack, the theory was received with
great approval in Ireland, but this could not compensate for its
lack of 1nfiuence in the more important fields of Political Economm.

Whilst Longfield's theorﬁ had but little influence on his
contemporaries, it may equally be said that his ‘contemporaries had
no more influence on him in its evolutions It is extremely
difficult to determine from his published work alone just what
authors he had read or come into contact with from time to time,
for he is as sparing in his acknowledgements as any other writer
of this period. One may say with safety, however, that, besides
Adam Smith, he had studied Ricardo, Say, Torrens, McCulloch and
Whately. He may have met Senior when the latter was in Ireland and
talked with him over economic problems, but he does not seem to
have had access to the "Outline of the Science of Political Economy"
before its publication, as, apparently, Whately and Lloyd k:d.

The early parts of Longfield's Lectures on value awe much to

Ricardo and not a little to Whately, but his final evoliution of his
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thnory appears to have been the result of entirely independent
thought (47)--there is certainly no evidence to the contrary--
and for this reason it is all the more remarkable.

Thus while Longfield may be, and usually is, grouped with
the "Dissenters"~-the forerunners of subjective theory--in the
history of the eoonbmic theories of the early 19the. century, his
theory of value really stands alone, for it differn to some extent
from every other theory then current.

After so unusual and original an opening, a new development

of the theory of Distribution seems a natural corollarye.



SECTION III.
THE THEORY OF RENT.

(The theory of Rent is discussed by Longfield in two of the
"Lectures on Political Economy" - Nos. VI. and VII. These open
the analysis of the Distribution of the Joint Product between
the factors of production).

* % * *

Whatever the originality of his analysis of Distribution,
Longfield broke no new ground by commencing it with a discussion
of Rent. In common with his predecessors and oontempdraries, he
looked upon this source of revenue as a surplus element in the
total product; to be eliminated first before proceeding to deal
with the more important problems of the division between the
other factors, éapital and labour.

Indeed so closely does Longfield follow the classical method
in this instance, that it is only its relation to the rest of his
Theory of Distribution and the mamner in which he develops the
subject through his value analysis, which make: his explanation of
ﬁent worthy of any special notice. Longfield himself shows clearly
at the vory outset of his treatment of this question that he does
not consider it as one of any great importance:-

“This analysis I shall enter upon, merely for the purpose of
disengaging the cost of production from this element of complexity,
and thus of rendering questions concerning wages and profits more
simple,; by freeing them from a source of confusion and vioiou;
reasoning, in circles to which they are particularly liable.
Indeed it is impossible to comprehend clearly, many important
questions relating to wages and profits, and to the effects which
our institutions, by affecting these, may have upon the happiness
of the people, and the general prosperity of the country, without
first examining the nature and source of rent,and the circumstances

in which it originatol.'ind whigh determine its amount." (1).
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The conception of Rent as a surplus is clearly displayed in
this passage, and this method of treating the question was essentially
a consequence of the nature of the classical fent doctrine.

There may be said to be two main problems invelved in the
theory of Rent -~ firstly explanation of the existence of rent, and
secondly, explanation of the movements of rent in the course of
progress. The first may again be subedivided into two parts -
the problem of the existence of absolute or scarcity rents, and
relative or differential rents caused by differences in the quality
of land. The classical theory of rent tended to concentrate
atﬁpntion on this differential aspect of the problem of existence
of rent and the theory of movements of rent was developed accordingly.

This particular approach to rent theory was largely a result of
the agricultural situation in England at the end of the Napoleonic

Wars, which brought questions of land and rent very much into the
public eye. The Wars and the French 5lockade had produced a great
rise in the price of corn with a consequent development of the
area of land under cultivation and an equally great rise of rents.
In the 1mmadia§9 post-war pefiod this situation produced a violent
controversy over the question of the relative merits of Free Trade
and Protection. Free Trade on the one hand was advocated as the
only means of securing a low price of corﬁ and a plentiful supply,
while on the other it was opposed as being certain to put land out
of cultivation and bring about the ruin of farmers and landlords
alike.

tho‘politioal economists of the time were deeply interested
in the question, for, however abstract their methods, the members
of the classicajy school could never be accused of ignoring
practical issues. Accordingly their attention was inevitably
directed towards problems of agriculture and land-holding and it
was perhaps only natural that they should find an explanation of
the phenomenon of rent in the conditions which they saw about them.

Although the question is a disputed one, it seems that the

eredit for first stating the theory of Rent in its classical form
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mist be given to Sir Edward West, who in 1815 published a pamphlet
"On the Application of Capital to Land" under the pseudonym of

“A Fellow of University College, Oxford". In this he laid down that
“It is the diminishing rate of return upon additional portions of
capital bestowed upon land that regulates and almost solely causes
ient*.!.......... it is the necessity of having recourse to inferior
land, and of bestowing capital with diminished advantage upon land
already in tillage, which increases rent. Thus, if in case of any
increased demand for corn, capital could be laid out to the same
advantage as before, the growing price of the increased quantity
would be the same as before, and competition would, of course, soon
reduce the actual price to the growing price, and there could be no
increase of rent. But on any increased demand for corn, the
capital I have shewn, which is laid out to meet this increased
demand, is laid out to less advantage. The growing price, therefore,
of the additional quantity wanted is increased and the actual price
of that quantity must also be increased. But the corn that is
raised at the least expense will of course, sell for the same price
as that raised at the greatest, and consequently the price of all
corn is raised by the increased demand. But the farmer gets only
the common profits of steck on his growth, which is afforded even

on that corn which is raised at the greatest expense; all the
additional profit therefore, on that part of the produce which is
raised at a less expense goés to the landlord in the shape of

rent". (2).

While its existence had been remarked before (notably by
Turgot) this was the first occasion on which the famous principle
of Diminishing Returns was made the basis of a theory of rent.

Cast in the form which West gave it, the theory was a natural
deduction from the asgricultural conditions of the time and indeed

West used it for the purpose of "shewing the Impolicy of any Great
Restriction of the Importation of Corn. Yet so well did it account
for the existence and increase of rents that it very soon came to be
:qga;ded as virtually the only explanation of the quesiion. Mal thus,
although he championed the landlords and advocated Protection,
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expressed a view identical with that of West in his "Nature and
Progress of Rent", publighed almost iimultaneonsly with the "Essay
on the Application of Capital to Land." It was Ricarde, however,
who put the theory in its true classical form and caused it to go
down in history under his name. West had said that the law of
Diminishing Returns "almost solely causes rent"; Malthus had
included it as one of three causes, (3) but Ricardo endeavoured

to make it the sole cause of the origin and increase of rent.

This was indeed essential not merely to his arguments for Free
Trade, but to the whole structure of his system of Political Economy,
for by this means only could he eliminate land from the sources of
value, making rent a pure surplus revenue, and so maintain the
labour theory.

As has been noted in connection with that theory (see above.
Sect.IX), Ricardo held that the price of corn was regulated by the
amount of labour required to raise corn under the most disadvantageous
circumstances, i.e., on the worst soil in cultivation. He postulated
an identity between this cast and price, and held that rent was
gimply the difference between this and the cost of raising corn on
more fertile land. Hence the famous conclusion that "rent does not
enter into price".

Thus if the classical explanation of rent originated in the
circumstances of England in 1815, it was perpetuated because of the
labour theory of value. This had important consequences aa'iegards
the character of Rent theory for it entirely excluded the considera-
tion of rent as a scarcity phoneneﬁl?rom the question and made it
purely a differential surplus. Hence, paradoxically, the basis of
the theory was at once narrowed and extended - narrowed in that the
ccnsid;ration of land rents arising from other causes than the
"necessity of resort to inferior soils" was excluded, extended in
that the way was left open for the explanation of other differential
surpluses arising from special circumstances as "rents". However,
the n:iurll consequence of this view of rent as a surplus was that it
came to be regarded as the least important element in Distribution.

As has been remarked, Longfield concurred in this view, and he
l”.' in fact give an explanation of differential rent so closely



4u.

similar to that of West and Ricarde that it requires no detailed
examination hu:c. A few special points in it are of interest,
however. In the first plsce, Longfield mekes clesxr that iancrease
of rent takes place in consegquence of an increase of population
which, through increased demsnd, raisesz the price of corm to such a
level that it is profitable to undertake the cultivation of inferior
soils, or to make further applications of labour and capital to
soils already in cultivation. He contradicts the view "very boldly
agsserted" by Miss Martineau, among others, that it is actually the
cultivation of inferior soils which produce rent. "Rent is not
caused by the cultivation of inferior soils. It is caused immediately
by the high prices, which oeccasion a great part of the produce of the
earth to sell for more than the cost of raising it". The emphasis
on the demand aspect here shows how Longfield expounds even the
classical theory in accordance with his own value analysis.

On this question Longfield also makes some comments on price
and the limiting cost of production, which are of some interest as the
provide virtually the only mention in his work of the problems of
produgtion and "supply price". ‘Longrield has sald that cost of

production affects supply by limiting it to such an amount as can be -
|

sold at a price which covers the cost; on this one oceasion he
elaborates that idea somewhat and indicates his view as to what level
of cost is the actual limit to production. "It is not enough" he

- says "that the price of all the corm he (the farmer) raises should

pay the expense of raising it. In order to induce him to raise the
increased ﬁmtlty, it is nocessary that the price of the additional
portion thus raised should repay him the addition of expense which it
has cost him. "In other words, not only the aversge but slso the
marginal costs must bé covered. "What is really necessary and
sufficient is, that the price of the produce raised by the last
outlay or expense ghall be sufficient to repay that expense, with
common profits. If it is less the farmer wi;l.l make a greater profit
by avoiding this outlay which is not recompensed by an equivalent
increase of produce."
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The case of constant cost also receives mention:-
TWhatever-theory of rent is adopted, this general principle should
be borne in mind, that agricultural produce cannot sell for more
than its cbnt of production, as long as there exist ample
unemployed means of raising further produce at the same cost" (4).

These comments show an interesting appreciation of the relation
of coat to price under différent circumstances, but their importance
must not be over-estimated - they are incidental to the theory of
rent and it would be uhwarrantable to attempt to give them a wider
significance. The first case is merely an interpretation of the
Ricardian doctrine of resort to inferior soils", and the conclusion
is dependent on the assumptions of that doctrine. In point of
fact, Longfield never really faces the problem of whether, or in
what circumstances, the limiting cost of production is average or
marginal. Nor does he deal specifically with the related questions
of aggregate and marginal profits, although he does say in this
example that the marginal outlay must be"repaid with common
profits.” It may be suggested however, that he showed a noteworthy
appreciation of the existence of these problems and that had he
had occasion to give them a direct treatment he might have made
gome very significant additions to the theory of production. (Cf.
also the treatment &f the question of joint costs and joint

demand, above, Sect. II).
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II.

These points, however, are merely incidental to the explanation
of differential rent, and make no essential changes in it. The
really important fact is th#t Longfield's theory of rent is not
confined merely to this aspect of the problem - the classical
explanation of rent is only a part of it.

Langfiel&'s theory does not commence from the claasica; basis
of the existence of soils of different degrees of fertility;
instead the starting point is Longfield's characteristic and
invariable one - the basis of value. The first question which he
poses is why a price must be paid for the use of land "while the
alr, the sun, the sea, the light, afford their assistance
gratuitously to man." "It will at once be answered, because the
earth, unlike the other elements, is limited in quantity, and is
appropriated, or at least is capable of being appropriated; or
made the subject of exclusive property." Proceeding from this to
congider "What is it that settles the amount of rent" he says that
"To this it may be answered, that rent is settled by contract, and
that the use of land, like any thing else, is made the subject of
exchanges, and that the rent of land is therefore subject to the
operation of the common principle of demand and supply, and that
some land is set for a higher rent because its fertility or
gituation gives it an advantage over the cheaper farms.
cvsssseessseie may suppose that every landlord is anxious to get for
his land as much as any solvent and respectable tenant can be
induced to give, and that the tenant is anxious to get the farm as
gheap as he can; and mutual competition will determine the rest.(5)

Having thus based rent on the operation of demand and supply
Longfield explains the meaning of these terms in the special case
of land. The supply consists of "the entire quantityﬂof land in
the kingdom", while the demand is created by the productive powers

'.af lend. Its produce "generally sells for more than is sufficient
to pay for tha‘labour of producing it, with the usual profits" and

so "this surplus is demanded by the landlord, as rent for the land to
. which it is owing."
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There is an interesting resemblance here between Longfield's
view and ih;t of Smith and Buchanan, who wrote before the classical
differential doctrine was evolved. Smith considered that "land, in
almost any situation, produces a greater quantity of food than what
is luftioicnt to maintain all the labour necessary for bringing it to
market, in the most liberal way in which that labour is ever maintain-
ed. The surplus too is always more than sufficient to replace the
stock which employed that labour, together with ite prof‘itl.
Something, therefore, always remains for a rent to the landlord.”(6)
Smith never demonstrated very convincingly just why this surplus
should exist, but Buchanan, Smith's editor, developed the idea in a
very significant fashion, turning Smith's surplus of produce into a
surplus of money rovcnu;s-

| "The high price which leaves a surplus or rent to the landlord,
af ter paying wages and profit, being no way necessary to production,
mist be accounted for on a different principle; and it seems
agcordingly to arise from the comparative scarcity in which articles
that yileld a rent are generally produced........where a commodity

is sold at such a price as to leave a surplus after paying all the
necessary expenses of its pro&uction, it will always be found that
this high price is required to proportion the consumption to the
supply” (7). This explanation of rent on a scarcity basis seems
never to have attracied much attention; it was evidently eclipsed
in the spread of th§ classical doctrine. Longfield, working from
the standpoint of demand and- supply arrived at very much the same
conclusion, however, the surplus which is rent occurs because the
selling price of the corn more than pays wages and profits. It is
in fact a price for land, and a price ariliné from scarcity
primarily - the differential aspect is not an essential part of the
nrgumiﬁt.

Differential rent may indeed be said to be a result of the
scareity of agricultural produce in relation to population which
gives rise to the necessity of resorting to inferior seils, but
Lancttﬁld!l theory is not confined to this alone, but alse includes

the possibility of -t:pli or absolute scarcity rents.
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Again in considering the question of whether rent forms one of
the component parts of price, although he follows Ricardo in
contending that it does not, Longfield does not 'uu the classical
method to prove this, but instead uses a proof which is an
extension of his own demand and supply analysis. His argument is
that rent forms no part of the cost of production, "at least in such
a sense as to affect prices"” for the cost of production only
indirectly affects price by limiting the supply to an smount which
can be sold at & price sufficient to cover this cost. "The circum-
stance that a man has to pay a high rent for his farm, will not make
it his interest té produce less abundant erops......he cannot
expect to raise the prices by his own single resolution of not
producing the usval supply”". In any event, the farmer must take the
price of produce ag given and endeavour to cultivate his holding in
the manner which will give the greatest surplus of return over total
costs. "The average smount of what this surplus is, on the suppoait:l.oné
that the cultivation is conducted with average skill is what the
landlord mey reasonably demand for rent" (8) Rent; then, can never
affect the amount of supply, and so can never influence price..

"We may, therefore. consider those two principles as fixed,
namely, that rent has no influence upon the price of agricultural
produce, and that the rent cor annusl value of land, like the value
of other things, is detexrmined by circumstances, over which the
contracting parties, whe ik this case are the landlord and tenant,
gan exercise no control. For when once a man is in possession of
land, whether as tenant or proprietor, the cost of production, as
far as it can affect prices by affecting the supply, must be those
expenses merely which vary with the manner in which he cultivates his
farm, or with the amount of produce he raises on it, and therefore
a fixed charge upon the tenant cannot alter the suppiy' (9).

This explanation of the relation of rent to price has the
advantage over Ricardo's that it does not involve the hypothesis of
an identity of price with cost (10). It is in fact an explanation
consistent with Longfield's theory of value and therefore also with
‘Ml view of rent as not of necessity merely differential.(ll).

There is another important difference here between Ricardo's
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analysis and Longfield's, for while Ricardo dealt with what may

properly be ealled "economic" rent, thinking of a differential
llquntage rather than an agreed payment, Longfield refers to
contractual rent. This was perhaps natural for a man who was a
property lawyer before ever he became an economist, but it makes a
very significant difference between his theory of rent and the
clagsical. It puts the whole argument on a narrower footing and
goes far to account for the fact that Longfield never made any
attempt to generalise the theory of rent, but confined it strictly
to the case of land. ' .

The contrast between Longfield's explanation of rent as a
contract price and the classical Ricardian doctrine of differential
economic rent is most clearly demonstrated in Longfield's statement
of the causes of rent:-

"These three Caus@B.....s+...may be said to regulate and
produce prices and rent. lst. The supply of land being limited.
2nd. The different degrees of fertility of different soils. 3rd.The
power which land has of yielding a greater produce, provided an
additional quantity of labour and capital be applied ot its
cultivation; this increase of expense however, bearing to the
preceding outlay a greater proportion than the increase of produce
obtained by its means will bear to the preceding total amount of
preduce." (12).

There is here no attempt to reduce the causes of rent to one
af ter the manner of Ricardo. In fact Ricardo's "one exclusive cause"
(13) is placed in a very subsidiary position - the last of three.
Longfield indeed oﬁiy regards the existence of soils of varying
dagroon of fertility as one aspect of the rent problem. Up to this
point, however, although he has developed his analysis from the
basis of scareity, Longfield has not definitely made the point

that rent may be a pure scarcity price. IHe has been considering not

so mmch the scarcity of land itself as the scarcity of its products
an approach quite consistent with the view that rent is wholly a

differential scarcity phenomenon. Now he develops the important
idea that it can be an absolute scarcity phenomenon, entirely

caused by limitation of the supply of land:-
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"Of these causes it is to be observed that the first alone
would be sufficient to produce rent. If all lands were of equal
fcrtility,.;nd.np to their highest point of cultivation, yielded a
produce exactly proportional to the expense of raising it, still
prices might rise so high as to enable land to yield a rent. Whatever
is useful and is limited in quantity, is capable of possessing value,
if it can be made the subject of exchange and it will be valuable if
the quantity is less than what would be consumed, even if every man
were to get as much as he desired gratuitously."

This is perhaps the most striking comment in the whole of
Longtiala'a writings on rent. Nowhere elsq‘is the contrast between
his approach and the orthodox olaaqioal one so marked. Rent is
shown with the utmost clarity to be a price for land determined on
a demand and supply basis. The conception of Diminishing Returns
figur;a as one of the factors in the determination of that price,
not as the sole and complete explanation of the whole question of
rent(14). Longfield treats it more as a cause of the increase of
rent than as a cause of its existence. His view of Rent is indeed
remarkably well-balanced - he realises the importance of the
Ricardian doctrine but is not obsessed by it.

E It may be said that in this respect Longfield's theory of
Rent .shows a closer correspondence with the work of modern writers
than with that of his contemporaries. It is a remarkable fact that
the exmmple which he gives to illustrate the possibility of pure
gscarcity rents (a aooietj where all land is of equal fertility, but
limited in gquantity) finds an almost exact parallel in the writings
of Pareto and Cassel.(l15).

>
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In view of his unusual development of the Theory of Rent, it

is hardly surprising to find that Longfield's conception of the

movements of Rent (both individual and sggregate) in the course of

progress also differs considerably from orthodox classical ideas.

He denotes a considerable part of his second Lecture on Rent to

this problem; (16) taking first the question of the effect of

agricultural improvements 2 an issue much discussed at this period.
Ricardo held that improvements would of necessity diminish

rlntij by'luwering the price of corn and so making unnecessary the

cultivation of inferior soils which caused rents on the better

soils. (17). ’Al he viewed the "need for cultivation of inferior

soils” as the sole cause of increase of rent, Ricardo could take no

other view but this. It met with strong criticism, however, notably

from the Rev. Richard Jones, who in his "Essay on the Distribution v

of Wealth”? (18) strongly attacked the whole Ricardian rent analysis.

‘Particularly he inveighed against Ricardo's attempt to reduce all

causes of rent to one, and it was in this connection that he
eriticised the idea that mprovemontg mist reduce rent. He considered
Ricardo's assumptions to be out of accord with fact ; they involved
& universal introduction of .the improvement, giving increased produce
without any increase of population. "It is only necessary to
remember the slowly progressive manner in which agricultural
improvements are practically discovered, completed, and spread, to
pereeive how very visionary this supposition of l[r.Ricard:o's really
is." (19). Jones himself considered that increase of population
would keep pace with the spread of improvements sb that rents would
be maintained, and indeed increased thereby. ‘

In point of fact, there was no real contrast between the views
of Jones and Ricardo. The latter, in this, as in every other case,
took a static theoreticsl viewpoint, while Jones used a dynamic
practical approach. Ricardo assumed universal introduction of
improvements and held, quite correctly, that this would reduce reants,
but freely admitted that increase of population as a secondary

consequence might cause rents to rise again after a time. Jones
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_ h';udw the two influences to be contemporaneous and
balancing trends.’

| Longfield clearly realises the actual difference between the
two approaches and brings it out admirably in his own analysis of the
~ question. Quoting the Ricardian view, he womments that "This startles
some, and Qﬁhoy ory, do you infer that agricul tural _:merovementa are
injurious tp the 1andiord. and diminish his rent? That is contrary
to all experience" (20). Hc'-pomta out that in fact this argument
“does not apply to the supposition against which it is directed";
were improvements suddenly and universally adopted, the immediate
effect undoubtedly would be a fall of rents, although this might
subsequently be counteracted by inecrease of population. However,
“the universal introduction of an improvement is an imaginary case"
and what actually h.pﬁmn is that improvements spread gradually
and the :I.ndrun of population keeps pace with them, so that rents
are mdnta:l.ncd or even increased in smount. "But" he says, "primary
and secondary causes and effects ought not to be confounded; and the |
"imeginary case" is perfectly true within the limits of the
apsumptions invelved, although it does not express the actual
development of events. h

Thus although Longfield agrees with Jones in holding that

improvements do not lower rents, he takes a much more balanced view
of the matter, realising that Ricardo's case is an abstract one,
and valid as such. This gives an excellent example of the clarity
and precision of Longfield's economic thought. He realises the
limitations of the theoretical method but sees also the validity of
ite conclusions within those limits, and the necessity of employing
it for adequate dissection of "'prunry and secondary causes and
effects". Ricardo, as Mr.Keynes has most tru.].y said, "offert us the
supreme intellectual achievement, unattainable by weaker spirits,
of uoptl.u & hypothetical world remote from experience as though it
were the world of experience, and then living in it consistently"(21).
Jones on the other hand had a practical mind and a genius for
observation, but Longfield could see the importance of both the

theoretical and the practical aspects without either confusing them
or Jasine sight of their essential relationship té one another.
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Even though he holds that improvements and inventions will not
decrease rents, Longfield is not of the opinion that rent increases
in proportion to other sources of revenue as society progresses.
This view was always taken by Ricardo and his followers, who held
that as population increased rent must rise steadily and rapidly
and take an ever-growing part of the social product.

Longfield states his view on the matter when he refutes an
argument used by Torrens in his "Essay on the Production of Wealth"
(22) to prove the theory of dininiahing returns from land. Torrens

- attempts to prove that as oultivation is extended, and rent thus
increased in total amount , the landlord receives & diminishing
proportion of the total prodnco,_ana that this fact in itself proves
that successive equal doses of labour and capital spplied to land
produce diminishing returns. Longfield points out that there is
no necessary connection between these two propositions, and shows
Torrers argument $6 be fallacious. (See the Appendix to this
section for a detailed account of the argument). Yet, he
Torrens is quite correct in stating that the landlord's prop:::}:iea'
of the product is a decreasing one, although his proof of the fact
is erroneous and although most writers have arrived at the opposite
conclusion. |

Longfield's proof of this unorthodox montention is the basis
for his most important conclusion on the subject of Diminishing
Returns. As he himself admits, he does not state it very clearly,
but he seems to be quite sure of its implications in his own mind.
His theory is that "........the portion of produce which is raised
by the last spplication of labour and eapital to land, bears a
considerable, and with the progress of popuiatlan,_an increasing
ratio to the total amount of produce which was raised before such
last spplication of labour and eapital took place." (23).

"First", Longfield explains "it is to be remembered that the

capital most productively expended, is not necessarily most

productive when referred ® 1';- total produce; ‘and this is also true

of land of different degrees of fertility. Thus if a field of land
'k of the highest fertility yields 100 quarters of corm, but there are
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only 100 such fields in the country, the total produce of such land
will only emount to 10,000 quarters, but

"Let a field of equal extent of the next degree of fertility
yield to similar cultivation only 80 quarters, but let there be in
the country 1,000 field of such fertility and the total produce of
land of the second degree of fertility will be 80,000 quarters,
being equal to four times (#ic) the produce yielded by land of the
first degree."

Longfield sums up his observations on this question by saying
that, if "resorting to inferior soils" be understood to mean every
method of obtaining produce at greater expense, then:

“Adéptina this form of expression, we should siy. that as population
increases, resort must be had to inferigr soils for the necessary
supply, and that the amount of soil of the last quality under
cultivation ie so great, that its produce exceeds that of all the
other soils". (24). Hence Longfield concludes that although rent
must increase in absolute amount, it declines as a proportion of

the total produce, for the absolute amount of this grows more
rapidly than the amount of rent.

This idea really amounts to the abandonment of the assumption,
implicit in all classical explanations of Diminishing Returns as
affecting Rent, that the various soils of different degrees of
fertility were of equal extent, or the successive applications of
capital of equal amount. In comparing the classical argument used
to demonstrate that rent forms an increasing proportion of the
produce with Torrens' "erroneous argument". Longfield himself
points out the existence of this "covert assumption" in Senior's
gtatement of the theory. (25). As shown in the Appendix to this
Section, this amounts to representing Diminishing Fertility as a
continuous straight line curve, whereas Longfield's theory represents
it in the form of a discontinuous line, declining at increasing
intervals. This alteration of the classical case (which was neither
necessarily nor actually valid) makes a very significant difference
to the interpretation of the "Law" of Diminishing Returns. It does
not overthrow it, but it shows its operation to be greatly modified

k
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by Oir@m. so that, in Longfield's own words, "the cost of
production of corn, if it inoreases at all, must increase very
slowly and........with each step a greater increase of population
must arise to oreate the necessity of taking another step." (26)
Hence Longfield's mpr@.ion of the unreality of the
assumptions involved in the classical statement of the progreu of
Rent" enabled him to take a much more optimistic view of the
importance of Diminishing Returns for society, and to bring it into
his analysis of rent as & significant, but not absolutely dominant

factor.

It is in this fact that the chief importance of Longfield's
theory of rent lies. Chiefly on account of the special character
of his ¢neory of value, he adopted a rather unusual approach to
the question of rent and was able to view it as being properly a
price for the use of land. He may certainly be ranked as one of
the first authors to point out that rent could be a pure scarcity
price, unconnected with diminishing returns, and he was able to
perceive this because he was not, like Ricardo, deceived by the
idea of an identity between cost and price. So he was able to
consider absolute as well as differential rent, and had not to
reduce the causes of rent to one, as Ricardo tried to do.
Consequently he was able to improve also on the classical
explanation of the effects of improvements, and, especially,
diminishing returns. .

Despite these interesting advances, Longfield's reat theory .
is essentially the same as the classical theory. While he is not
gpecially concerned to eliminate Rent as a source of value, he
nevertheless regards it as a 'surplus' revenue-and gives it a

“subordinate position in his theory of Distribution. Further it
may be noted that he mever seems to perceive the possibility of
generalising the theory of Rent and applying it to revenues for
other sources besides land.

m his theory also shows something of the influence of such
gritics of the classical doctrine as Jones and Chalmers (27)
particularly as regards Diminishing Returns. The most important

l e 'Nl latter subject which Longfield rutl.;:ornrd seems to
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be entirely his own, however, and certainly ._dcui"rn more notice
tht’n it ever appears to have received.

To sum up then, it may be said that while Longfield did not
contradict or overthrow the classical rent theory, he left the
stamp of his own peculiar economic genius on it, making it
essentially a development of his theory of value. i



APPENDIX 70 SECTION III.

TORRENS' “ERRONEOUS ARGUMENT TO PROVE THE CONTINUALLY
DECREASING POWERS OF THE SOIL."

* % * *

This whole question depends on the interpretation of
hypothetical numerical examples, which can best be presented in a
condensed form with the aid of diagrams. '

Torrens' argunsnt‘can be summed up as follows:~-

"lst.Application”

100 labourers raise : 400 qtrs. of corn

Wages and profits = 200 ° gy
| 200 available as rent.
"2nd. A ion"
Suppose 200 lahourcrl'conld raise 800 qtrs.
| Wages and profits = 400 "

400 would be available
as rent.

But actually 200 labourers can raise only 700 qtrs. (say)

y Wages and profits (still) 400
. 300 " only left for

rent.

Diagrammatically this ippearn as in fig.1l:— : o

~— ~ Applications of labour and capital.
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- On the other hand the classical doctrine as stated by Ricardo and
Senior is in the following form:-
Equal successive applications of labour and capital to a plece
ét land produce the following result:-

lst.Application.yields 200 gqtrs =~ no rent.

2nd. » . 190 gtrs and rate of profits is altered,
accordingly giving rise to 10 gtrs. rent.
(on No. 1)
3rd. " " - 180 gtrs and gives rise to 30 qtrs. rent
(on Nos.l & 2).
4th. " . 170 qtrs. " " [ "_ " 60 qtrs. rent

(on N03-1’2.3) .

and so onwards. This may also be represented on a

block diagram as in Fig.2.
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e Applications of labour and capital.
(This is the case given in Senior's "Letter to Lord Howick" and
q;otod by Longfield. With smaller intervals, the tops of the
rectahgles could be replaced without undue inaccuracy by a

-econtinuous curve, and op Senior's assumptions this would be a

straight line).

Here rent is increasing both absolutely and proportionately,
while in Torrens' case it is falling proportionately, though
increasing absolutely. Diagrammatic presentation brings out ¢learly

; the difference between these two cases which enables Torrens to
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reach this conclusion. Senior's case (and Ricardo's also) presumes
that with each successive application there is a change of prices
and profits such as to make the lower return to the application of
labour and capital a remunerative proposition, which it was not
before. In Torrens' case there is no such presumption - costs
continue at the same level, yet the lower return still yields a
surplus. This is certainly a wrong interpretation of the classical
theory of rent; as Longfield phreses it: "....ccee.seowhen labour
and capital are applied to land with a diminished proportional
return, the cause must always be such a change of circumstances
or of prices, as renders this return a sufficient remuneration
. for advances for which the same return would not formerly have been
a sufficient recompense. But Mr.Torrens's argument proceeds on the
supposition that culfivntion can be extended, and additional
capital laid out with a diminished rate of return, while the same
advance of labour and capital requires the same remuneration as
before".

Longfield's own proof of his theory that Rent forms a
decreasing proportion of total produce might be represented as in

Fig.3.

et Fig.3.
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Suoccessive grades of land

(Compiled from Longfield's example, as quoted in the text. (p.§i. )

but extended to a third grade, for purposes of dllustration).

Here the curve of Diminishing Fertility is discontinuous and, over

long periods, does noi decline at all, whereas in the classical

example it declines uniformly and continuously.




SECTION IV. THE THEORY OF PROFITS.

(This subject is completely dealt with in Nos. VIII & IX of the
“Lectures on Political Economy". Certain incidental references
‘to questions of profit occur throughout the work and are dealt
with here, but the subject of the movements of auggregate profits
is taken in Section VI.)

In building up a new theory of Distribution on a difrerent
basls from that of the Classical School, longiield's chief purpose
was, as he himself declares, "to place the ﬁubJect of profits dn a
Juster light." Not only did he attempt to evolve a more
satisfactory explanation of profits, but also to clear wp the question
of their relation to wagese. For this purpose the essential
foundation of his theory was the reversal of the normal classical
methoda of considering wages before profits, making profits dependent
On WaEes . Longfield's method was to make wages subsequent to

profits, and his whole system derives from this ideas

II.

Undoubtedly in 1833 there were = few subjects in Political
HBconomy which more required attention than the theory of Profits.
The preceding half-century had seen the production of a large
volume of writing on the subject, more aotable for its variety and
confusion than anything elsee The lack of a really coherent and
latiﬂfactory'theory of profits is one of the most notable features
of the classical system. The explanation of this, and of the
special feztures of the theories wiich were advanced, must be
sought in the ideas about capital held by the economists of the
pericd.

The classical authors invariably divided capital into "fixed"
and "circulating”. These terms vere defined in divers ways but
always their mecning wes essentially the seme - fixed capital
denoted machinery und similar‘capital goods usea to "assist labour"

in the production process, while circulating capital meant funds used

for trading purpcses, but especially for "supporting* or paying

laboure. Almost always a disproportionate emphasis was placed on
the importance of this circulating capital; once the distinction of

the two types was made, fixed capital was uaually almost Completely
57



forgotten. So much was this the case that capital was sometimes
 taken to mean cireulating capital alone. Thus, in tﬁe Preface to
..his “Pr1nc1p1es“, Ricardo speaks of the produce of the earth as
"all that is derived from its surface 5y the united application of
labour, machinery and capital® (1) Rarely was the distinction
carried to this length, but it may be said that every economic
writer of this period, from Smith onﬁards, gave the greatedt
importance to the circulating aspect of capital when discussing the
subject.

There was only one notable exception, the Earl of lLauderdale,
whose unusual and original views have already been noticed in
connection with the theory of Value. Lauderdale was critical of
Smith's idea of capital "facilitating" labour, and himself held
that capital of every kind supplanted laboure.

Werannalt appears that capital, whether fixed or circulating,
whether embarked in the home or in foreign trade, far from being
employe:i in putting labour into motion, or in addi'h.g.-: to the
productive powérs of labouf is, on the contravy, alone useful or
mmprofitable to mankind from the circumstance. of 11;6 either
supplanting the heceaaity of a por}ion of labour that would other-
wise be performed by the hand of man, or of its executing a portion
of labour beyond the reach of the powers of man to accomplish; and
this is not a mere criticism on words, but a distinction in itself
most important." (2)

. However, this one recognition of capital as a productive
force in itself went unnoticed at the time.

The prevalence of this method of emphasising the "circulating"
aspect of capital seems to have been due in part to the confused
opinions which were held about the nature of capitale Smith drew
a distinction between capital and stock, defining capital as that
part of stock which is used to procure a revenue. The distinction
was certainly an artificial one, hardly capable of practical
application, but it would seem that the very wording of it must have
led Smith to regard capital as essentially accumulated wealth.

This, however, was not the case; he constantly confused capital with

additions to capital and came to look on it as really part of annual



~ produce, devoted to reproduction. Taken along with his view of
circulating capital, this led him into grave confusion about saving:-

"What is annually saved" he declared, "is as regularly
consumed as what is annually spent and(igr;;;;zgythe same time t00;
but it is consumed by a different set of people. That portion of
his revenue which a rich man annually spends is in most cases
consumed by idle guests and menial servants, who leave nothing
behind them in returnfggeir consumption. That portion which he
annually saves, as, for the sake of profit, it is immediately
employed as a capital, is consumed in tge same manner, and nearly
in the same time too, but by a different set of people, by labourers,
manufacturers and artificers; who reproduce with a'profit the value
of their annual consumption....The consumption is the same but the
consumers are different."(3) Here the production of capital goods
is altogether confused with the support of the labourers producing
them. Such confusion is typical of Smith's views on capital, but
it may be observed that all of 1£ arises chiefly from a dispropor-
tionate emphasis on the 'circulating" aspect of capital.

It may indeed be said that this confusion between existing
capital and additions to capital is not confined to the writings of
Smith; there is still the difficulty, even in modern work, of
distinguishing the total value of existing capital equipment, from
accruing savingse Smith, however, failed even to show that savings
do accrue - he conceived them merely as a part of revenue
"productively" consumed.

His successors also had the same idea = scarcely any of them
conceived capiral as accumulated wealthe Thus Malthus wrote that
eesse"it is stated by Adam Smith, and it must be allowed to be
justly stated, that the produce which is annually saved is as
regularly consumed as that which is annually spent." (4) The igea
continued to find acceptance up to the time of John Stuart Mill, as
also did the theory thattsg%nerul indestry of the society never
can exceed what the capital of the society can employ,” ‘which first
eppeared in the "Wealth of Nations". This too was a consequence of
the excessive importance attaching to circulating capital.

It may certainly be "allowed to be justly stated" that “what a

saved is consumed, if consumption be interpreted widely enough, put
»

R & - R me—— -
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4 in the sense which Smith and Malthus gave to cansumption - i.ee
consumption of subsistence by cupital goods producers - it can only
be said to be & gross misrepresentation of the real nature and use
of capital.

Yet while the views of these early nineteenth century writers
on the sdbject of capital and its functions were undoubtedly vague

- and confused, they had, in their confusion, a certain similarity.
Ricardo, Malthus, James Mill and all the great classical authors
held this oﬁriously superficial view df capitalféomohow a part of
revenue, saved to provide support for 'productive' labourerss

Confused as they were about the nature of capital, the
classical economists could scarcely be exped@ted to be very clear
éh the subject of the return to it. On this point, perhaps, their
greatest source of error and misunderstanding was the failure t;

.diatingulah profits from interest. In the writing of the period,
interest as the pure return to capital for its services was never
broperly differentiated out from profits, the income derived from
trading after meeting all other costs. Hence the subject of the
return to capital came under the head of the theory of profits,
but the explanations of it which were advanced failed to provide
a very satisfactory solution of the problem of why either interest

~or profit existed at all.

Omith conceived the reason as being that the labourers were
"necessitous” and had to rely for their support during production
on the capitalist, who‘reaped a profit for thie servicew~an idea
with possibilities, which, however, he left undeveloped. The
gquestion of what determined the rate of profits he telated,
characteristically, to the 'advancing or declining state of society'.

Profits must, he thought, depend on the opportunities of employment
of capital and as capital 1ncrea;ed with the progress of aociety.“
they would inevitably fall as the best openings for the employment
of capital were fillede Hence he concluded that "the increase of
stock which raises wages, tends to lower profit."

Ricardo, along with West, derived the theory of Profits from
a linkage of the theory of Wages with the concept of diminishing

returns te agriculture. Profits arose, he thought, from the fact

»,



that lebour, even on the worst soil under cultivation, could raise
Efmnre produce than was necessary to pay ite own wages. Hence profits
appeared as a surplus over wages, which ‘would be high or low in
proportion as wages were low or high." (5) This "West-Ricardian"
theory of a dependence of profits on wages was the best known and
most generzlly acceptied of the classicul explanations of profits.
The proposition that 'profits depend on wages' stated in this
gimple form, involved a confusion between the rate of profits and
" the proportion of the total produce received by the capitalist.
Only if the term 'profits' is understood to mean the laiter is the
proposition valid; if the share of the labourer in a given product
is increased, the share of the capitalist must of necessity decrease.
If, however, profite are taken in the normzl sense of returns on
capital invested there is no resson why wages and profites should not
move togethere. Most of the writers of this period did not realise
this and used the word profits in both senses guite indiscriminately.
This confusion was not, howeWer, involved in the theory as
.8tated by Ricardo himself, for he phrases the proposition in a
special form. He says:-="If a manufacturer always sold his goods
for the same money, for £1,000 for example, his profits would depend
on the price of labour necessary to manufacture these goods. His
profits would be less when wages amounted to £800 than when he paid
only £600. In proportion then as wages rose, would profits fall."
Foreseesing the natural objection that prices may vary as well as
wages, he goes on to 3&3:--"But Af the price of raw material would
increasa, it may be asked, whether the farmer at least would not
have the same rate of profits, although he should pay an additional
sum for wages? -CGrtainly not; for he will not only have to pay,
in common with the manufacturer; an increase of wages to each
labourer he employs, but he will be obiiged either to pay rent, or to
employ an additional mumber of labourers to obtain the same produce,
and the rise in the price of raw produce will be proportioned only
to that rent, or that additionzl number, and will not compensate him
for the rise of wagese" (6)
Ricardo's theory then is briefly this:- Bince 'profits' depend
on wages' in the sense that they are the amount of produce remaining
after paying wages (and rent, if any), then the rate or amount of
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profits is determined by the preductivenecss of industry on the
worst land under cultivation. The profits of all other forms of
industry are regulated by this, by simple competition, for if
profits vere higher elsewhere than in agriculture, capital would
move from agriculture to other employments. This, however, cannot
happen, since all the capital used in agriculture is "necessary"
for the maintenance of the food supply. Hence, agricultural
profits are always the regulators of general profits.

Now, with the progress of society, inferior soils must be
taken into cultivation; consequently, although the price of corn
rises, so also do rent and wages (which must rise with the price
of subsistence). From this Ricardo concludes, along with West
that "the natural tendency of profits then is to fall; for in the
progress of society and wealth, the additional gquantity of food
required is obtained by the sacrifice of more and more labour."(7)

This was Ricardo's explanation of the "historical fall of
profits" which so largely occupled the minds of economic writers at
this time.

The arguments which were advanced to support this theory were
decidedly weak. Ricardo gave voluminous arithmetical examples
intended to prove it, but all’ of them involved the same assumption:-
that the proportions in which labour and capital are employed
always remain identical - @.g., if £100 capital is employed with __
10 men, £200 must be employed with 20. If this unlikely supposition
is dropped, his examples do not show a fall of profit to be
inevitable at all. (8) Yet this theory was widely accepted, Mill
and M'Culloch being prominent exponents of it. They, along with
mogt of their contemporaries, usually confused the rage of profits
with the share of the capitalist in the produce, and were therefore

able to make the dependence of profits on wages appear inevitable.

Various other theories of profits were evolved during this
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early part of the nineteenth century, but none of them can be said
to have been wholly adequate or convineing.

With Jnis view of the nature of capital, Launderdale clearly
‘realised that profits were paid as a reward for its productive
services. As capital supplants labour, the capitalist naturally
receives some of the reward for the work which his capital has done
instead of labour. Capital which is insufficiently productive to.
tuppluit my labour can earn no profits, while on the other hand
profits can never be greater than the cost of employing labour
instead of machinery to do the same wirk. In consequence of
‘oulpetition, however, they may often b¢ less than this. Curiously
enough, Malthus arrived at the same idea in his "Political Economy"
This was a good explanation of why profits can be paid, but gave
no adequate reason why they must be.

Senior, some tw.nt;{r years later, apprcached the problem from
the opposite angle, naming profits as the reward of 'ebstinence!,
which he attempted to make the cost of production of capital.

His theory is thus really a theory of interest and while it

explained the point which Lauderdele ignored - the reason why the

capitalist requires a reward - it falled to show, as Lauderdale had, .
the
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reason why he actually secures a reward at all.

Senior's 'abstinence' theory was a very ingenious attempt to
bring profits 1n§o line with the cost of production theory of value.
Some time before .ho evolved it, _the same task had been attempted in
a much cruder way. It was perhaps inevitable that since Ricardo
had made cupitsl 'the produqa of accumulated labour' profits should
come to be explained aa-the 'wages of accumulated labour's. It was
not Ricardo who did this, however, but lMcCulloch and James Mill.

In the attempi to prove this theory they became involved in numerous
aﬁsurdities. the beat'hnown probably being Mill's example of wine
maturing in & cellure

Such, briefly, was the state of the qguestion of profits when
longfield set himself to put it in a "juster light". In 80 far as
there was any general theory of profits, it was the West-Ricardian
theory, derived from agricultural profits, and essentially a
development of the current idea of a éependenca of profite on wagess
This idea, again, was largely a conseguence of the concentration of

attention on circulating capital, then so univeraal.@?)_

IIX.

It cannot be pretended that longfield set any striking example
to his contemporaries by the systemetic character of his emplanation
of profits. He plunges irnto the discussion of the subject without
the lesst attempt to define what he means by either capital or profits
and it is not until the very end cof kis first Lecture oh the question
that he réacbaﬁ the point of giving any definitions ot «lle He then
laye down that "in gereral, by capiiel is understocd &ll wealth
devoted to tiké¢ production or exchange for profit.’ (1) This is
very similar to Smith's definition end it does nol make very clear
exasctly what lLougdfielc understande to be the naturc ef capital.
Incidentzl references in the context, however, make it cuite clear
that he invariably thinke of il &5 en accumulatione Thus he refers
to "the first capitel accumulated in the empire”,(11) to the
incentives $o accumulation and the effecte of increasing accumulation.
There is never any tendency to make capital a part of revenue.

Nor does Longfield attach such ilmportance to the distinction
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!of capital and stock as dida’Snith. His chief aim in making it
| appears to be to show clearly that capital is accumulated wealth
employed for purposes of profit-meking, and he admits himself that
the distinction of capital from stock ies not a precise one:i-
"Capital is frequently used to signify what may be capital, although
it is not used as such. Capital and profits are so analogous to
principal and interest, that in furtherance of the analogy, the word
capital 1s frequently used in an extended sense. Thus, if a man
spends annually the interest of his money, or the profits of his
capital, he will neither increase nor diminish his wealth; but if
he apenﬁs more, he will become poorer, and as in the one case he is
sald to be spending his principal, so in the other case he is said
to spend his capital, although, properly speaking, he does not sﬁend
his capital, but converts to stock, and uses as such, what ought to
be employed as capitale That may be capital at one time, and for
one person, which at another time and for another person is stocke."
S0 in fact "it is the use to which any thing is dedicated that
determines whether any thing is to be considered as capital or stock.'
This passage is of special importance in that it shows that
Longfield was at least aware of a distinction between profits and
intereste. It cannot be said, even so, that he kppt this distinction
clearly before him or even employed it correctly. His idea of a
distinction between "capital and profits" and “principal and interestt
seems curiously artificial. Evideﬁtly profit is to be considered
a? the rewerd of capital employed in trade, while interest is the
return received by an 1nveatoi. Hence, naturally, Longfield
frequently uses the term “"profit" in a sense more appropriate to
~ interest. For example, in a note to page 39 he refutes Torrens'
contontibn that profit is not a par® of, ., but an excess over,
cost of production. He definitely speaks here of deprivation of
the use of capital as "the sacrifice for which profit is required"
(12). and in this sense interest would seem to be the proper term.
Yet in 6ther places he speaks of profit as containing elements of
reward for risk-taking and wages of superintendence (13). These

elements are never differentiated out as ‘pure' profits, however,
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;ibd no theoretical explanation of their existence or amount is

_ -thtred. Hence it appears that Longfield's "theory of profits”

| is really a theory of profits plus interest but the interest element
tends to dominate in it.

Having so clear a perception of capital as being accumulated,
Longfield did not fall into any error as regards its origin.

Capital is the result of saving, "the sacrifice of the present to
the future which is made by the possessor of wealth, who employs
it as capital instead of consuming it for his own immediate
gratification." (14) Thialis a definition more reminiscent of
Bohm-Baywerk than of classicsl economics; it shows a clearer
perception of the process of capital-formation than is to be found
in the work of Longfield's contemporaries, or even many of his
SBuUCCessors. Longfield was never dcluded by the idea that "what'is
saved is consumed"; he plainly realised that saving was a process
of accumulation contributing to the creation of capital goodse

His discussion of the incentive and capacity to save is sufficiently
rénarkahle to merit guotation in full:-

"The améunt of this sacrifice", he says, "varies very much in
different ages and countries, and even in different persons of the
same age and countiry. In many instances it is very slight, since
we find that many persons save without any prospect of profit, but
mereiy from the love of accumulation, or the preference of the
future to the present. On the other hand, many spend, in their
preaent'gratification, what they know they might profitably employ
as capital. This prospect, howéver. of deriving a profit from theig
accumulationy ie a strong additional motive to save, although its
influence will vary considerably, according to the manners, habits,
disposition, circumstances, and general situation of the country.
It will not generally be strongest where the rate of profits is
bighest, although, @Gaeteris paribus , it would riecessarily be so."

From this passge, it would appear that while Longfield had reached
the idea of 'abstinence', just as did Senior, he(%ﬁ% beyond the
idea that it could be regarded as a 'real cost'.

Longfield's view of the functions of capital is in an

| entirely different part of his Lectures from his definition of the




~ nature of capital, but it is clear enough nevertheless:=--"Capital

is useful, by advancing to the workman the value of his lébour.

before the produce of his labour is sold to the consumer. ‘It also

assaists the labourer materially, by supplying him with instruments,

toold, and machinery."(l5) Here agsin is an echo of Smith--the
same distinction; though hot expressed, between circulating capital,
"supporting labour" and fixed capital “facilitating labour." The
1nportant difference, however, is thnat Longfield gives fixed capital
nuch the most important place in his theory. It is true that gt

this point he does not seem to have.grasped Lauderdsle's idea of

capital "aupplanting‘}ahour". but later, in Lectire XI, he speaks

&
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of it several times as "superseding" labour. (16)

Hence although ILongfield's ideas on capital partake of some
of the features of cléauical views, they aré, in the main, much
more sound and consistent. Capital is not conceived as a part
of revenue for theasupport of labourers, ﬁho consume it, but as a
det{nite accumulation of wealth, saved and set uaside to assist
productioﬁ. present and futuree. Ihere may be confusion in his
phrasing of this, but confusion of ideas is notably absente.

The same general comment might perhaps be made on the theory
ot.profita. whose development is the main purpose of theaé two
Lactur;a. It commences with a consideration of the reason for the
existence of profits and it is remarkable for a work of this period
in that no less than five pages are devoted to an attempt to
Justify profit. Indeed the first sentence might almost be the
opening of an answer to the argument of "Das Kapital":- "It is
frequently complained of as an unjust and an unreasonable thing,
that the labourer, who seems to produce everything by his toil,
should not in return receive the entire, or at least a_much greater
part than he does receive, of what he has assisted to produce."(18)
Longfield's answer to this contention is also the basis of his
dxp1;nation of the existence of profite The produce of labour,

hu points out, is usually not finally sold for a considerable time

_grtgr the work is actually done. In modern phraaing "labour is a
:fguturo ggpd;‘ Had the labourer to wait for his wages until the

Eﬁ”" period had elapsed, he would naturally receive higher wages.
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:??l instead of waiting, he procures his wages as an advance from

- some_other person who is to be "reimbursed by the sale of the

- finished article", the effect will be the same. "The peraon'who

-

makes the advance is only induced to do so by the expectation of a
profit, otherwise he will not take the trouble, or run the risk,
or deprive himself in the meantime of the use of the money which he
might possibly require for the satisfaction of his own wants.” @
Here then is the reason of the existence of profit, and also the
reason why the 1abourer‘doea not receive the whole produce of his
work; the labourer cannot wait for his wages until gis product is
80ld, but'no one can be persuaded to advance him his wages and
undertake the process of waiting without a suitable reward.(18)
 Longfield elaborates this theory with the ald of examples.
"Let us attend carefully to the important part which capital performs
in the work of production, and we shall see how long a period must
froquantly‘alapaa before certain labour has produced its full
effects." To show this he takes the production of a ‘'cotton gown'
and demonstrates how many different processes, each with their own
quota of qapital. may have played some part in this productione
“S6 that it is hardly too much to say that the first capital
accumulated in the empi:e may have hgd its effect in producing this

gown; and what is more extraordinary, that remote capital may not

have yielded all its profits until that gown was worn by its presént

possessor." To prove this point, Longfield distinguishes
unpro&uéfive erﬁ reproductive consumption:= "I consider every
" gonsumption unproductive, where the value of the compodity consuged
is destroyed, and is not transferred to some other comuodityececeoe
But there is also a consumption where the value of the article
conauﬁad is not destroyed, but is transferred to some other commodity.

This I call reproductive consumptione" (19) The final end of all

 production is unproductive consumption, even though "the workman

k

himself may not have this object in view." Consequently, "until

' that event takes place, the labour which produced it (a commodity)

has not been productive of any enjoyment or utility to man. And

‘iﬁl those who were employed in producing or exchanging it, must have

;ggyrvaA,thtir wages and profit from some other productive source.
¢.‘. s -
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 sesssethere is a suepension of enjoyﬁsnt from this article, until
: 1t comes into the possession of the unproductive consumere. - He

- pays for the labour of meking it and all the intermediate profits.

; He need not pay this out of revenue existing prior to the
4 manufacture of the article. But he pays more for it, in
: conaequoncg of the delaye" It is, then, in the advancing of these
wagee and other payments, before final consumption takes place by
| "some person who.....abstains from an enjoyment within his reach"
; that the origin of profits is to be found. In modern phrasing,
profits are the reward of the capitalist for financing "roundabout
production", or as longfield himself puts it, they are, "as it were,
the discount which the labourer pays for prompt payment.“ (20)

This a ffords an interesting comparison with Tauaaig 8 theory

- of wages as the "discounted marginal product of labour". In his

"Principlea" Taussig says "The operations of the capitalists
consists (sic) in a succession of advances to labourers......The
product of labour is discounted by the capitalist employers." In
this respect his whole argumont is strikingly similar to that of

. Longfield.(21) '

| Having thus explained the source of profits, Longfield
proceeds to discuss the method whereby the rate of profits may be
calculated. He lays down that the rate of profits "depend upon
the proportion which exists between the advance made by the éapital-
ist, and the return which he receives, and the length of time for
which that advance is mede." (22) This is a perfectly clear state-
ment of the normal method of calculating the rate of profit on
oapitalf there is no confusion between the rate of profit and the
proportion of the total produce received by the capitaliste. It is
rather surprising to find, therefore, that Longfield immediately
sets out to prove that the rate of profits depends upon the

f prOpoftion in which the value of any comunodity is divided between

- the labourer and the capitalist." (23) This he achieves by making

. two special assumptions: (i) that all advances of capital are made
} _fﬁ: the same length of time, which makes the rate of profit depend
BEUREC ene proportion between the advance made by the capitalist, and

he return upon it. (ii{ that all advances are made in the form of
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_:i e payments, which makes the rate of profits depend on the
 ¢1?£31on of the product between labour and capital. In this
" manner Longfield arrives at the conclusion of James Mill and other
4 classicists on the relation of profits and wagesey He deals with
the objection of Torrens and M'Culloch (24) to the theory but as -
their arguments do not apply against the very special assumptions
outlined above he is easily able to refute them. This fact does not
'ltrengthen his own argument at all, under the circumstances.
Certainly, on the suppositions Longfield makes, the statement that
-tae rate of profits depends on the proportional shares of the product
received by capital and Jabour is unimpeachably correcte The
essential point, however, is whether thoge suppositions are justifi-
able. The first may perhaps be conceded as a not inadmissible
simplification, although of far-reaching effect in the matter of
actual calculation of the rate; the second is much more sweeping.
Longfield attemptsio defend it by saying that it is "true in those
cases in which it does apply, and all other cases may, with a little
care, be reduced to them. Andlsuch reduction must be made, whene
ever we resort to labour as a comuon measure for comparing the values
of commoditiese. Whatever advances are not made in labour, must be
reduced to the measure of labour."(25) This introduction of labouf
as a measure of value is really no defence of the method at all; it
virtually amounts to assuming an identity between labour and wages,
and doubtful as may be the attempt to reduce capital into labour
teimn, the simple assumption of it into wages is more dubious still.
To say that, eege,£1,000 invested in machinery can be looked on as
£1,000 ‘of wages and make the return on it identical with the po;tion
of the product going to the capitalist on this ground is very
questionable reasoninge
At this stage it is, furthermore, difficult to see what
Longfield is attempting to prove by these calculationse It wannot
Ibe said that his purpose is to evolve a theory of interest on
circulating capital based on calculations of the time during which
~ the capitalist is deprived of the use of his assets, for throughout
':'thn discussion the amount of the return on capital is one of the

Jﬂgy'u.,d datas In fact thid Lecture ends with the comment:
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I shall not now enter into any consideration of the guestion

~ e=What rosulatos,p:ofita, and determines their amount? I have
attempted merely to show what they are, and how their amount is
t§ be calculated."(26) THe real purpose ana importance of this
calculatiop. which may at first appear a rather pointless concession
to classicsal method;. does not become evident until Longfield
develops his theory of Wages. .

Despite this lengthy attempt to prove that the rate of profits
depends on the ratio between the shares of the labourer and the
capitalist in the product, Longfield does not suggest that profits
depend on wagese In fact his first concern in explaining the .
"laws which determine the amount of profits" is to refute the
West-Ricardian theory. He declares that "The theory is an ingenious
one, and I should feel much pleasure in assenting to it, and it is
with corresponding regret that I have come to thq very contrary

- conclusion, namely, that the decreasing fertility of the soil has
scarcely any direct effect upon the rate of profit, and thﬁt it
exercises only a remoté influence, if any, by ite effect in
retarding the increase of population." (27)

As has been mentioned, the essential basis of the theory
was the idea that wages must rise as increase of pupulation compels
"recourse to inferior soils for subsistence, 20 leaving a smaller
surplus for profite. Longfield's contention is that there is no
necessity for this rise of wages to occur =~ since population is
presumed to be increasing wages must be above minimum subsistence
}evcl and may quite conceivably be reducede Even if the labourer
cannot bear the whole of the reduction in returns which occurs,
there is nothing to show how much of the reduction must fall upon
prdfita. “But I do not say that it is expedient that the wages of
his labour should be thus reduced,but merely that while population
is incieasing he cannot occasion a fall in profits by his inability
to bear a reduction of wagda. Tne matter is left open to contract,
where the only circumstanceg which increases or causes the rate of
wages is the competition of the employers, and this will not be
increased by an increase in the number of labourers, unaccompanied

ii:y an increase of capitale." (28)
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-:ggninst the theory that "profits depend on wages"; it seems to depend

mainly on the meaning given to 'subsistence' and on whether 'wages'
are taken to mean money or real wages (29) However, it shows
Longfield's complete independence of the conception of wages as
based on the cost of subsistence, a fixed sum whose size determines
the amount of profits.
| Consequently, this theory is also rejected by Longfield as an
explanation of the "historical fall of profits". On this point
he says:=
“The supporters of this system universally, I believe,
maintain that the ibcrease of capital in any country, unaccompanied
b} an increase of population, has not even any tendency to reduc;
the profits of capital, since théy say that the last capital
employed in any manufacture will necessarily be as productive as
the first, and probably more so." Longfield does not suggest that
there may indeed be diminishiﬁg returns in industry but says that
in this argument "the fzllacy,Il conceive, lies in the assumption
that without an increase of population an increased supply of any

article can find purchasers without a reduction of price, and that

therefore the additional capital can be employed in the same manner,.

and with the same rate of profits, as the old capital was before
sucHaddition took place." (30) In this hefcompletely fails to
realise that even without increasing population higher income per
he#d might produce a greater demand, .so keeping up the returns to
capitale Nevertheless he is quite clear on the fundamental point
that the fall of profits is caused, not by the decreasing fertility
of the soil, but by the lowering of the productivity of capital as

the best opportunities for its use are fillede Hence his explanatior

is closely similar to that given by Smith =Y.....were it not for the
progress of improvements and discoveries in the arts and the
increase of population, the rate of profits would continually
decline, as the gquantity of capital accumulated in the country
increased." (31) Thies simple and reasonadle explanation, linked
nﬁargctoristioally with the theory of value, affords the basis for
Eﬁ#mfi‘ld."n“ theory of profits, a theory free from any

This objection is hardly the strongest which might be advanced
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_JGOplnﬂcnce oh Wages « In it profits are conceived not as & surplus

~ Over wages but as a return to capital determined by its own

ﬁroductivo powerse

In devedoping this theory, Longfield begins from a
consideration of the factors which create the demand for capital,
l1.e¢, its usefulness in aiding production by "supporting" and
"assisting" labout. It is on this latter factor that the whole
theory of profits is built up; fixed capital (which Longfield
designates by the general term "machines") is of various degrees of
efficiency in assisting ‘labour, but the price paid for the use of
any machine will be in proportion to its value, the "injury it
receives from use, and the time during which it is lent and not in
probortion to its effect in increasing the efficiency of labour."
This is due to the existence of competition; if one machine could
earn greater profits than ‘'another of equal value and durability!
théro would be a greater demand for it, and its supply would be
increased until its profits were reduced again.to the level of the
other machine. Amd "this revel must be determined by the less
efficient machine, since the sum paid for its use can never exceed
the value of the assistance it gives the labourer." (32) If the

sum were greater than this, it vould be more advantageous to dispense

‘with the use of the machine altogether and employ labout instead.

“Thus the sum which can be paid for the use of any machine has its
greatest limit determined by its efficiency in assisting the
operations of the labourer, while its lesser limit is determined by

the efficiency of that capital which without imprudence is employed

in the ¥ast efficient manner.....The profits of capital employed

in every industrial undertaking must find their level, and the
height of that level must be determined by the prefits of that
capital which is naturally the least efficiently employed."
Longfield explains and elaborates this theory with the aid of
an example from an imaginary society without capital, gradually
accumulating ite He shows how in these circumstances capital will

first be employed in the most productive uses, but as the supply of

-

Q_gigitgl 1ncfoasol it must be put into less productive openings, so

s



rih;t the rate of profits continually declines, and is always
 determined by the least productive, or marginal, use to which
cepital is put, just as in the case of consumption goods it is the
demand of the "merginal purchaser" which dctermines the price at
which the whole supply can be solde

Longfield himself makes this comparison, illustrating it with
ﬁn example which brings out the essential '"marginal' character of
his theory very clearly:-<"In the same manner,(33) if a spade makes
a man's labour twenty times as efficacous as it would be if unassisey
ted by any instrument, 1/20 only of his work is performed by himself,
and the remaining 19/20 must be attributed to the capital. A

labourer working for himself would find it to his interest to give
19/20 of the produce of his labour to the person who would lend him
one, if the alternative was that he should turn Mp the earth with
his naked handseeesseeBut this profit is not paid, because on
account of the abundance of capital in the country, much must be
employed in cases where, in proportion to its quantity, it is not
80 capable of multiplying the efficiency of the labourer, and the
profits on this portion must regulate the profits of the rest."(34)

To quote from this Lecture once again, "this extends to the
profits of capital that principle of an equality between the supply
and the effectual memand which in all cases regulates values.e¢ln
the case of capital and profits, this equality between the supply
and the effective demand is produced by such a rate of profit as is
equgl to the assistance which is given to labour by that portion
of capital which is employed with the least efficiency, which I
ghall call the last portion of capital brought into operation."(35)

In conclusion, Logfield remaria that "It may be thought that
this analysis of profits is imperfect as applying only to the profits
of that form of capital which is employed in machinery, or in
assisting labour; but that I appear to have left altogether out of
consideration the profits of that portion of capital which is
employed in paying the wages of the labourer, or in advancing to
‘him thn;uaanl of his subsistence while the product of his labour is

- incomplete or unsolde. This is usually called circulating capital,

L and it is evident that the profits of this must be regulated by the



rofits of the fixed capital." (36) This seems to dispose of the
Ld¢ that the theory can be €ivided into two parts-- a theory of

- fixed capital profits, and another‘theory of circulating capital
:-

profits. It is perhaps most truly to be interpreted as one theory

~ with two aspects--the origin of profits is explained in terms of the
time element, 'abstinence' or 'waiting' while the reason for the

profit being paid is explained on the basis of marginal productivity.

- (37) As Professor Seligman has phrased it, "We have the producti-

~ Vity theory explained in terms of the agio theory." (38)

E' It must certainly be éoaceded that in evolving this theory

;L-Longrield certainly fulfilled his aim of iuproving on contemporary
explanations, for it is far more complete ahd consistent than any
other advanced by the writers of the period. It is true that Senior
had conceived the idea of 'abstinence'; it is also true that

" Lauderdale and Malthus graspedthe idea of ;rofita a8 a reward for

the productive powers of capital, but no other economist of the time
explained the whole subject of capital and profits so fuily and s0
clearly as did Longfield. Where others glimpsed facets of the
problamb , he saw and dealt with as a whole. Here again, all the
evidence seems to point to the fact that the theory was entirely
Longfield's original work. Von Thunen, usually regarded as the
founder of the productivity dictrine, had not purlished that part
of "Der Iscligrte Gtaat" wmhich deals with capital when Longfield
wrote; nor had Senior's "Outline of the Scilence of Political :
Economy" appeared. ¥hile he may have been acqueinted with the work
of Lauderdake, Longfield could not have obtained more than the germ

'  ct'hia ideas from this source.

» Once more it is impossible to avoid remarking how the theory

g of profituis evolved from the theory of value, making profit

i essentiaelly a price for the use of capital. The theory of profit

; is one of the best examples of Longfield's economic method in this

 respect. Thus with the aild of his value analysis he evolved a
;>ghni!t;$hlﬁty far superior to any advanced until the time of Jevons
at least. ‘Undoubtedly it is not without its shortcomings--there
;L;i-._apn.;dqzahle amount of minor confusion in its development, and

\i7 fit is never properly distinguished from interest, but the reality
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SECTION V: THE THEORY OF WAGES.

(The subject of the determination of the "permanent, natural or

mnio rate of wages" is discussed in No.X of the "Lectures on
Political Economy, differences in relative wages in Lecture 1V,

and division of labour in Lecture V.)

* * *

During the half-century preceding the publication of ILongfield's
"Lectures on Political Economy" there were two main explahations of
the determinants of the general rate of wages, which, while
analytically diut:l.nct, were actually closely connected. One was the
Subsistence theory, the so-called "Iron Law of Wages"; the other was
the 'Supply and Demand' or 'population and capital' theory, from
which the Wage Fund doctrine later developed.

The essentlials of both doctrines can be summed up briefly. !he
subsistence theory was based upon the idea that, as Smith phrased it:-
"A man must always live by his work, and his wages must at least be
sufficient to maintain him." (1) This gives a lower J..imit. the
subsistence level, below which wages cannot fall. Should they ever
do so the result would be a fal;'in population, which would continue
until wages were restored to the necessary height. Equally, on the
other hand, if wages rose for long above the. subsistence level, the
réesult would be to produce an increase of population, which would
force the general rate of wages back to the level of subsistence

again. Consequently, it was thought that wages must always tend to

settle about this point.
The 'supply and demand' theory laid down that wages must depend

on the proportion between supply, represented by_ the labouring :
population, and demand, represented by the 'fund available for
paying labour' or in other words, circulating capital. This theory
was really & result also of the classical method of placing special
emphasis on this function of capital. The theory was often reduced
to the bare statement that wages depend on 'the proportion between
population and capital' and from this arose its other, and more

truly descriptive, name.
Both of these theories appeared in "The Wealth of Nations".

Actually Smith began from the idea that the reward of labour was its
produce, but'this, he thougat, only pplied in the "original state of
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things" and not in the developed society. In the latter, wages
became the result of a bargain between employer and employee;
subsistence fixed the lower limit and this determined wages also in
the stationery state. In the "advancing or declining state",

~ however, the amount of capital entered into the question also. 1In

an advancing society, Smith thought, the increase of revenue and
stock will produce a rise in wages, through an 1ncreased'demand for
labour, while in a declining society, exactly contrary conditions
will prevail - there will be a competition between workmen for
-employment. Smith was at pains to make clear that it was increase or
decrease of stock which was important, not actual greatness of amount;
if stock was not increasing, however great it might be, the population
would have increased up to the point where there was no scarcity of
labous. : Smith's theory thus seems to be really a "supply and
demand" one, with subsistence as a particular case of 1it.

With his doctrine on population and the effect of Poor Laws,
Malthus was naturally a supporter of the subsistence theory, and even
went so far as to assort that an increase of wages, even though it
might raise food prices, could never increase the food supply. The
amount of subsistence appeared to him to be fixed independently of
demand. No other writer adopted this curious view, and in fact the
subsistence theory was very rarely advanced by itself as the
explanation of wages. In Ricardo it is found again combined with the
'supply and demand' doctrine. - In the matter of wages Ricardo was
much influenced by the conception of a 'natural' and "market' Price
for labour, which Torrens had developed in his "Essay on the
External Corn Trade". Torrens thought that 'market!' wages were
determined by demand and supply, while 'natural' wages constituted
the average wages to which the labourer was 'accustomed'. Ricardo,
however, interpreted natural wages as a subsistence minimum, below
which wages could not fall if population was to be maintained.
Market wages had slways a tendency to conform to this level, but in
- Ricardo's view they did not fluctuate around it, as Torrens supposed;
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they could not drop below it, and whenever population was increasing
they must be above it. Ricardo thought that in fact for long pefiods
market wages did remain above natural wages.(2)

: Ricardo was at great pains to show that money wages must rise
if the price of food and necessaries rose, and in fact it may be
said that the subsistence strain was the dominant one in his theory.
In subsequent writers, however, the "supply Qnd demand" aspect took
pride of place. James Mill laid down quite definitely, in a heading
in his "Elements of Political Economy", "That the rate of wages
depends on the proportion between Population and Employment, in
other words, Capital." (3) He went on to argue that population
normally increases faster than capital, making the trend of wages
downward, so that "how slow soever the increase of population,
provided that of capital is still slower, wages will be reduced so
low that a portion of the population will regularly die from the
consequences of want." (4).

M'culloch also supported this theory, and gave arithmetical
illustrations putting it into the rigid "wage-fund" form which was
to find its full development in the work of John Stusrt Mill. It
may be saild that just before Longrieid wrote the supply and demand
theory was deminating somewhat over the subsistence theory, but that
the latter remained as an underlying basis. The effect of this was

* %0 give currency to the idea that the rate of wages at any time was
very definitely fixed. Consequently, it was natural to make them a
first charge on the fund available for distribution, after deducting
Rent first in the invariable classical way. Wages at the given
level "must" be paid, and so the theory of Profits followed after

"~ and was built upon the theory of Wages.
II.

Longfield had reversed this procedure and constructed the theory

of Profits first. It is therefore not surprising to find that after
reviewing the importance of propagating tree doctrines concerning
wages and the factors which govern their amount, his first concern
in the Lecture on Wages is to refute the subsistence doctriner-

"There is one cause" he says, "commonly assigned for the relative

wages of labour in different countries, to which I cannot agree.....

¢
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The doctrine I allude to is this, that the value of labour, like
everything else, depends upon the cost of pro&uotion, and that the
cost of production of a labourer is that sum which according to his
natural or artificial wants, is sufficient to support the labourer,
together with, on the average, such a family as is necessary in
order to keep up the population of the country, and to enable it to
increase or remain stationery, according as the wants of the nation
require rsguire an increasing or a stationery population.”

(5) Longfield admits that in the case of final goods the cost of
production to some extent affects the value, in that it must be
covered if the artivle is to be produced at all. "But the attempt to
prove this truth by analogy and to find out what is the cost of
production of common labourers, appears to be a irifling with a
serious subject. No such calculations are made previous to the
production of a common labourer. He is not produced for the sake of
what he can afterwards earn.”

According to Longfield, the aim of the subsistence theory is "to
prove that the wages of the labourer depends (sic) upon the expense
of his maintenance and usual style of his living, instead of his
expenses and his Q;do of living depending pretty much upon his wages,
ap most people, and I confess myself among the number, would most
readily imagine to be the case."” (6) He proceeds to consider the
validity of this notion from a logical standpoint and points out that
it "consists of two propositions, connected by the alternative phrase
'otherwise'. Thus - the labourer must earn certain wages acBording
to his real or 1miginary wants, otherwise the population required
by the country would not be kept up. The validity of this argument
requires that the second proposition should be impossible and should
follow from the denial of the first." His contention is that the
‘second proposition is not impossible, and hence the first is not
valid. A decrease of wages may often occur without affecting
yqpul;tian - the labourer may be forced to accept a lower standard of
living, and consequently his wages cannot depend solely upon this.
‘It might be argued against this that the subsistence level is
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supposed to constitute an irreducible minimm, but in fact the great
difficulty of the subsistence theory lay in the definition of this
minimum level (7), and in this respect Longfield has attacked it at
its weakest point. In connection with this, he says "I do not deny
tynt it is for many reasons desirable that the labourer should be
accustomed to think a certain degree of comfort indispensable.......
All I am contending for is, th;t the wages of the labourer depend
upon the value of his labour, and not upon his wants, whether natural
or acquired, and that if his wants and necessities exercise, as they
do, some influence upon the wages of his labour, it is indirect and
secondary, produced by their effect upon the growth of the population,
and that this effect is not analogous to the effect which the cost of
production has upon the price of commodities."(8).

This vigorous refutation of the theory that wages depend on the
level of subsistence sets Longfield apart completely fram other
writers of his period, almost all of whom held it at least as a
subsidiary part of their explanation of wages. It is curious that
although ILongfield devotes so much space to disproving the
subsistence theory, he does not discuss the "population and capital”
doctrine at all in this instance. However . in his Lecture on
Absenteelsm, he rejects it quite as definitely as here he rejects the
subsistence theory:-

"But let us look at the -different forms of éxpenditure and
labour: and we shall see how little application that argument has,
and how far it is from being true, that the wages of labour depend
solely upon the amount of capital in the country, compared with the
number of labourers in it...c.cssesellow, is it true that the same
quantity of capital however laid out, will afford the same employment
and wages, to labourers? Is not the contrary proposition evident?

A gapital of £1,000, if employed in a manufacture which returns it in
two years, will give an income of £80 a year to ten labourers, but if
it is employed in a business where the return is made in a period of
gig months, it will give the same employment and wages to forty
labourers. Is not this such a difference as should make us cautious



how we draw any deductions from the propesition that the employment
of labourers depends upon the capital, not the income of the
country*(9). |

This certainly leaves no doubt as to Longfield's view of the
merits of the "supply ahd demand" theory but even apart from this,
the text of the Lecture on Wages makes it plain that Longfield
attaches no importance to the doctrine.(10)

In opening his own theory of wages Longfield does in faet say
that "..;...the wages of labour, like the exchangeable value of
ovﬁry thing else, must depend upon the relation between the supply
and the demand." But while the supply consists of the 'present
existing race of labourers' the demand is not determined by the
amount of capital available for paying them, but "by the utility
or value of the work which they are capable of performing." (11).
Hence although Longfield's characteristic treatment of the question
on the basis of his value analysis has led him to the same
starting-point as the 'supply and demend' theory, his clear
perception of the true function of capital, together with his
method of treating the returns to the factors of production as
prices for the use of productive services, has prevented him from
falling into the error of basing demand for labour on available
capital. He is quite definite in saying that"....the wages of the
great mass of labourers must be paid out of the produce, or the
péioa of the produce of their labour." (12). Wages, then, are
essentially dependeﬁt on the size of the product: "This gives us
the measure of each labourer's wages in the articles which he
contributes to produce, and by proportion we ascertain the quantity
of any other article which he c¢an procure in exchange for them."

In this manner real wages, as well as money wages, can be considered.
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This is a point of some importance not only in Longfield's
theory of Wages, but in his whole view of Distribution. Always,
when referring to the effect of any economic change on the condition
of ﬁhe-labourer, he relates it to this concept of real wages,
thinking in terms of the goods on which the labourer spends his
wages . Longfield never postulates a direct connection between the
"price of subsistence" and wages, but he is vexry conscious of the
connection between the welfare of the worker_and the prices, of the
goods and services he consumes, as in turn affected by the level of
productivity and wage-costs. There is an interesting parallel
between his ideas on this point and Professor Pigou's concept of
"wage-goods". |

Longfield next proceeds to demonstrate how wages can be
determined from the size of the product, and it is in this connection
that the purpose of his curious method of computing the rate of
profits becomes evident:- "In this manner the relative values of
any two thinga are found, by comparing the quantity and the kind of
labour employed in the production of each, taking care in the
comparison, to make an addition to the value of each day's labour,
proportioned to the rate of profit in the country, and the interval
that must generally elapse between the execution of that labour and
the completion and sale of the entire work. The share of the
article which one labourer will receive, is found by computing how
much of the entire value consists of labour, and how much of profit,
and then dividing the former share among the labourers, in
proportion to the guantity and value of each man's labour.” (13)
Throughout the whole of his theory of wages he makes this
assumption that the rate of profits indicates the appropriate
deduction to be made from the product before distributing it as
Given the special assumptions which Longfield has made in

wages.
his previous lecture, about the method of calculating the rate of

profit, this is correct. Without these assumptions, its validity is

very questionable and, as has already been remarked, (14) the
assumptions are in themselves doubiful. To that extent the accuracy

- of this theory of wages, as framed by Longfield, is upset, but its

‘essential bagis is not affected.
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A further element of questionable validity is introduced by the
reference to labour as a measure of value, which is really an element
of considerable importance in Longfield's method of calculating real
wages. Here, of all places, it would seem to be most 1néppnjriate. for
by his own definitions, the value of the labour depends on the product
and not the value of the product on the labour. In reality, howevar;
what Longfield contends is that the value of the product is
g;gnggﬁ;ggg; to the quantity and kind of labour used in its manufacture
(i5) and this supposition is necessary to his theory, for he does not
apply the doctrine of marginal productivity to the case oi wages, but
asgserts that the wage paid to each man is exactly determined by his
particular share in the product. The size of that share can only be
estimated on the assumption that the value of the product is
proportional to the quantity and type of labour embodied in it.
Longfield's examples make this quite clear, for in all of them the
product is considered to be divided in accordance with the quantity
and value of the labour contributed by each man. From a simplified
example in which both the rate of profits and the time interval before ']
-thn sale of the product are given, and each man is supposed to
contribute an equal share to the product (i.e. each contributes an
gqual amount and value of labour) Longfield arrives at this general
gstatement of his theory: "The real wages of the labourer, that is,
his command of the necessaries and comforts of life, will depend ‘
entirely on the rate of profits, and on the efficiency of labour in
rprodncing'thoae articles on which the wages of the labourer are
usually expended." (16) This last point is illustrated by a further

numerical examplé: when the nominal or money wages of the labourer
(i.e. his share of the produot.uhich he himself produces) are known,
his real wages are computed by proportion with the wages of the
labourer engaged in producing the goods which he desires tomconsume.
The practical validity of this method is doubiful, for it entirely

depends on the imputation of sharés to each labourer in accordance |

with the quantity of labour he actually contributes, on this |
assumption of proportionality between labour and value.(17) There are

'ﬁl
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also involved the two deliberate assumptions which Longfield has
made - that all labour is of equal value and that the time interval
before sale is everywhere the same. He specifically considers the
effect of the removal of these assumptions and concludes that
although this greatly increases the difficulty of computing the
ghare of the product attributable to each labourer, it does not
invalidate the general principle, which he formally re-states as
followsi~ "The wages of labour depend upon the rate of profit and
the productiveness of labour employed in the fabrication of those
commodities in which the wages of labour are paid." (18). He
frankly admits that "it is true that in many cases no man could
make those calculations;" but asserts that "the principle of
competition leads to the saﬁo result with as much certainty as if
such calculations were made and acted upon in every instance." (19).

Although these calculations may apﬁear to be more of academic
than practical interest, therefore, Longfield nevertheless considers
the principle on which they are based important, "because it shews
the circumstances upon which the wages of the labourer depend, and
to which we should direct our attention when we wish to ameliorate
his condition."

!ﬁere are, he considers, two main sources to which the labourer
gan look for such amelioration - a reduction in the rate of profits
or an increase in productiveness of labour. The effects of any
reduction in profits on (money) wages will, he thinks, be small;
it is from increases in productiveness that the greatest increases
of wages will ariae(20)

rinnlly. Longfield applies his theory to the effect of the
introduction of machinery on wages. It may seem that the introduction
of machines brings a larger element of profit into the cost of
production and so lowers wages, but "the answer to this is, that a
machine is never resorted to, except for the purpose of producing
commodities more cheaply, that is, more cheaply independent of any
reduction in the wages of labour or the rate of profits" with the
ultimate consequence that "each man's labour will purchase more of
the axticle than it did pefore." (21) Therefore the ultimate effect
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of machinery will be to increase real wages, if not immediately to
increase money wages.
. I8 cannot be denied that this theory of Longfield's has

considerablo‘wcikneuu in the exact form in which he states it.
It largely depends on somewhat questionable assumptions about the
calculation of the rate of prof:lf.c, and the use of labour as a
measure of value, while the examples with which he supports it
- depend on further aimnptionn‘rnr from reality. It may certainly
be conceded that, as he himself says, "it is founded upon mere
abstract reasoning", but thit seems hardly to justify his conclusion
that, for that very reason, it "canmnot be false in any time or
country”, Yet, despite all its weaknesses in detail, it cannot be
denied that it contains a substantial element of truth. Longfield
had firmly grasped the idea of a connection between wages and the
size of the product, and in so doing he made a very great advance
on the other theories of his time. :

It is true, however, that he was not the only one to do so.
S8ir Edward West, in his pamphlet on the "Pricece of Corn and Wages
of Labour" refuted the bare 'supply and demand' theory and seemed
to b‘e feeling his way towards & 'produce' theory. Thus he pointed
out that if a given number of men doubled the amount of work they
did in a day, their wages could be increased without any increase
of capital. | )

Napsau Senior, whose views 56 often afford a striking parallel
with those of Longfield, had outlined a more definite and important
prodneo theory in his "Lectures on the R_a.te of Wag'ea" in 1830, and
he h:ter fully developed it in his "Political Economy". It is
possible that Longfield may have rea.d these Lectures, but it seems
unlikely that the one specific mention of the connection between
produce and wages therein could have accounted for his own develop-
ment of a productivity theory. Again, the theory of Wages is so
'.1“.1, bound up with the theory of Profits in Longfield's own
Lectures, and both are so essentially developed from his theory of
Value, that it seems nmuch more reasonable to assume, in the absence

of any evidence to the contrary, that his productivity theory was a
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quite original effort, the logical development of his system of
Distribution. That system is in itself so much a unity, and so
different from the ususl contemporary system, that it is difficult

~ %o believe that any one part of it was a mere copy of the ideas of
another writer.

Yet it is impossible not to be struck by the f#ot that
Longfield and Senior had so little influence on one another, consider-
ing the similarity of their views and the many interests they had in
common.(22). However, that fact appears undeniable, and certainly
in the matter of Wages neither Senior nor Longfield had sufficient
influence on their successors to prevent the Wage Fund doctrine
from attaining its culmination in the work of John Stuart Mill and
Cairnes.

1. _

Relative wages, which play soc large a part in the computation
of real wages in Longfield's theory, receive a lecture to themselves:
in the earlier pa;t of the work. But for the most part, the analysis
‘of the causes of differences in relative wages is an uninspired
repetition of the classical views of Smith on this subject, and has
no particular merit of originality.

Two interesting points may be noticed, however, Firstly,
Longfield mentions that the differences in wages produced by
education and training costs are "in faect very analogous to profits"
and may be expected to diminish "as the society advances in
eivilisation and presperity." (23).

The second point is of considerably more importance from a
h!atorical.point of view. At the end of the Lecture, Longfield
remarkss-~ "An objection may here arise in the midst of some of my
hearers. that this level or proportion between the ﬁrofitu or wages
of different employments will take place only where they are of such
& nature that persons may change onc_ror the other, or at least may
at the time for adopting an employment, choose between them, if one
appears more advantageous than the other." Thus for example,

"Inecreased profits of hricklnyern; or the diminished gains of

barristers, will not induce any person to become a bricklayer who
 would otherwise become & barrister.” Longfield concedes the force
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of the objection, but says that, "this may be the case, and yet the
due proportion between the gains of those two professions, so remote
from each Bthar, may be preserved by means of the intermediate
professions. These act as media of commmication."(24).
In this passage, Longfield has conceived and explained the
idea of "non-competing groups" of labour,; now an accepied part of
Economic Theory, and usually attributed in origin to Cairmes. It
now seems that the idea, and also the coneeption of the possibility
of "trade" between the groups, must be credited to Longfield.
Division of labour also receives a Lecture %o itself, but
here again the analysis is notable for clarity rather than
originality. The outlines of Smith are followed, and the inevitable
reference to the pin-factory is there. The emphasis on the earlier
forms of division of labour, the proof that labour will not be
employed in any trade when it ¢an produce a better result in another,
“- and the demonstration of the fact that division of labour is
limited by the gize of the market, are notable points. Some of
Longfield's remarks on this last point are of 1nt9reat in conneetion
with his view of real wages. - Thus he says that any cheapening of
the article itself or any reduction of costs of transport "as it were,
increases the density of the population, since the density of
.population, as far ag it affects the sale of any article, is merely
the number of those persons who‘are able and willing to purchase it.
Accordingly, it is in those goods that are intended for the use of
the poor that the greatest improvements, by the introduction of
machinery and the use of a more extended and better contrived system
of a division of labour, have been established.....s.s..It ig, there-
fore in the fabrication of those goods which are generally required
by the labouring poor, that the greatest dexterity, ingenuity, and
contrivance are tp be found" with the result that the resl wages

of labour are consequently increased. (25).



SECTION VI: DISTRIBUTION AND SOCIAL PROGRESS.

{ { The final Lecture in the series of eleven "On Political Economy"
is devoted to this subject. In it ILongfield reviews his Theory
- of Distribution and indicates the main conclusions which are to
be drawn from it.)

e

| In fhe.uritings of the classical economists on the subject of

' ﬂistribution attention was usually directed chiefly to its individual
rather than its social aspects. Thus, they considered in detail
the daterminant; of the general rate of Wages and Profits, and the
general leval of Rent, but rarely did more than make a few quite
fiancidental general remarks bn the subject of the relative importance
of these three main distributive classes and the proportions in which
the total social product was divided between them. From a dynamic
point of view this guestion is probably the most important one in

- the whole study of Distribution, but it never received more than
the most cursory attention from the‘claasical Qchéolo Two main
feasona may be‘suggeatedifor this--firstly, the static state was the
main topic of claéaical economics, and secondly, the nature of the |
labour, or cost of production theory of value concentrated attention
oa the individual distributive shares as parts of the price of the

. finished commodify. | |

| Perhaps becauée of his independence of this method of
rogafding ﬁiices. Longfield shows a bétter appreciation of the
importance of this dynamic aspect of Distribution. "It is," he says,
"by no means a uséless or uninteresting occupation to reflect upon |
the various changes which in the progress of society take place in
these great sources of revenue, namely, rents, profits and wages."
(1) with this introduction he proceeds, in twenty-two pages of
"miscellaneous remarks", to take-the theory of Distribution evolved

step by step in the preceding ten Lectures and review it as a whole,

with special consideration of its social implications.

Having regard to the very unusual nature of that theory, it 3
ie not surprising to find that Lprgfield's views on the gquestion of
social progress differ considerably from any put ferward by his

. eglassical contemporaries. The most striking difference, and also
Lﬁiis-firut to become evident, is the prevailing optimism of Longfield's
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5ﬁﬁiniona- He is convinced that eventually economic laws operate

- to the benefit of mankind, and that "all the causes which diminish
inyxiburoo of wealth originate in vice or folly". Likewise he
rejects the jicw "that the three principaliclaaaes have interests
directly adverse to each other." Admittedly the interests of the
. pﬁrtiea to a cdntract are opposed at the time of making it, but
;. previous to it they have:s common interest that "the articles which
i are the subject of the exchange should be produced in tﬁe best and
i-'choapcnt manner." All this is not perhaps too clearly expregaed'-:
the ¢ontract referred to seems to be an exchange of final goods
rather than a contract for ewployment of factors of production, and
althoﬁgh'wo are told that the interests of the parties are in
harmony before tlie making of the contract, notﬁing is said of the
position afterwards, which is surely the most important one from
the point of view of Distributiones However, the point which
.ﬁlbngfield geems to he endeavouring to make is that all persons, to
whatever class they may belong, have a common interest in wishing
the social product to be as large as possible in total amount.

From these general considerations Longfi%ld turns to consider
the changes in the relative positionf of the three distributive
classes in the progress of society. In so doing he follows the

| order "of his own scheme of Distribution once again, and so deals
with Rent firnt.. In common with most of his contemporaries, he
gives it a peculiar position, aettiﬁg it apart from other sources
of revenue since it is a surplus of payment arising from special
élrcuﬁatanceé{ and not from any productive activity on the part of
the landowner.

; There are, in Longfield's view, two main influences affecting

the development of Rent as a source of revenue. On the one hand,

increase of pupulation raisesg food ‘pricss and compels "resort to

4Anfericr soils" and this increases rentse On the other hand,
improvements in agriculture lower food prices and would also lower
rents if introduced suddenly and universally. In fact, their
h.,inirdductioﬁ is slow and 3ra&ual. with the result that their effects

‘. Jﬂr. offeset by the increase of population. Longfield holds that .
%‘ two tendencies usually almost balance each other, wit. the
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e ?iIU1t that "the price of corn is kept nearly stationary;
: consequently land, now taught more cheaply to yield a more abundant
* produce, is capable of yielding a higher rent, and the income of
tha.landlord is increased, although the society is not obliged to
lyuy a higher price for the materials of its aubaistehce."‘(z) Thus ,
in the course of economic development, the rent received by the
individual landlord ine-creases in amount, as also does the aggregate
total of rentes paid in the community, but this increase does not
take place at the expense of societye Indeed, as Longfield has
explained in his lectures on Rent (see above, Sect.III) although
the aggregate amount received by the Landlord class increases, the
proportional share of the total prpduct which they receive actuaslly
decreases, for the cultivation of inferior soils means to him an
increase in produce and not a relative decrease.
This is a very different conclusion from that reached by
Ricardo and his followers, who considered that rent made up an
increasing proportion of the total product in ?he progress of soclety,
while that product was itself decreasing relative to the population.
- This theory.plaoed the interests of the landlord in direct opposition
to those of the rest of society--socliety benefited from a low price
of éorn, but the landlord gained from a high price. This was the
most powerful of the classical arguments against Protection, and it
gave the rising manufacturing class,the supporters of ¥ree Trade, a
powerful weapon against the landownerse. Longfield's theory shows
no'such discord between the interests of these classes, but he goes
beyond this and devotes several pagee to reinforcing it with a
defence of landed property and land ownerse
First, he remarks that it'is sometimes thought that "the
comdition of the landlord improves faster that that of other classes"
for as society progresses the increased amount of profits is earned
by a greater quantitx of oapitai, and the increased wages by a
greater number &f labourers but the increased amount of rent is paid
 for exa®tly the same area of land. Longfield admits the truth of
this, but contends that "the number of landlords has also a

tendency to increase", so that increased rent supports a greater

 number of people also. He apparently deduces this from the law of
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?”ﬁt inheritance, but he advances #fo proof of the contention. Nor
 does he point out thn:mnnh more significant fact that in the course
 of progress there is increased average ownership of capital and
-1norlaaed output of labour, exactly equivalent to this increaae.of
rint on land. (3) He is on safer ground when he goes on to say
b that as articles of neceénity and luxury are more cheaply produced,
the same amount of rent can support a greater number of people as
ﬁrosress‘bontinuaa- "An estate in England would probably, at the
yrdhent day, furnish ten families with the same amount of
necessaries, comforts andlluxuries that a single family could
receive frok it 200 yesars ago" with the result that "increased rents
afford the materials of suhaiatence and innocent enjoyment to an
increaded number." Were it not for "several artificial institutions"”
the number would be much greater, but even then there would hardly
be too many landlords. (4)
Aldefence of landed property was perhaps only to be expected
from Longfield, himself & real property lawyer and a member of a
family of landowners. Nevertheless, it certainly cannot be
- suggested that his aim in building up his theory of the progress of
. Rent was to countergpt Ricardtan views and set up a defence of rent
and land owninge He was never an advocate of a Protection policy,
and in all his very extensive work on land tenure in Ireland he was
"as much concerned with the interests of the tenants as with those of
the landlords. » |
| Rent thus receives a remarkably lengthy consideration in this
.anture, 5ut longfield maekes it plain that he considers Profits and
VYages much more important sources of wealthe Their great difference
from Rent lies in the fact that "they afford a stimulus to
production, and so far as one does not interfere with the other, it
" 48 desirable that both should be as high as possible." He is,
however, emphatic on the point that legislation can do nothing to
raise either profits or wages--"every thing must be left to contract.”
In dealing with Profits, the second source of revenue in
y

- Distribution, Longfield first repeats thgt it is the efficiency of
~ the "last, or least efficient capital" which regulates the general

ii?".l of profits, and he gives an intemsting caution against



Fﬁonﬂulng this 'last capital' with the last capital applied to land:~
E"iionthan inferior soils are brought under cultivation, some of the
:“‘capital employed for that purpose is of the most efficient kind in

1 superseding lsbour, amiit is its efficiency in this latter respect
that regulates profits." (5)

Longfield now relates this theory to the dynamic state. His
view is that in the course of progress the rate of profits must tend
Qo declihe as the accumulatiors of capital increase, and the
opportunities for its use are filled. This tendency is offsét,
however, by four main circumstances. The firet is the increase of
population, which “givés augreater Bcope-for the employment of
capital, and provides a more extended market for its productiohns." -
The second is the occurrence of improvements and 1nventions whiéh
provide new openings for the use of eapital; this, while it serves
to increase pro;ita} does not operate to the detriment of the
labourer, for it increases his productivity also. "The increase
wiil always leave to him at 1eaa{ the séme share as before, and
generally even a greater, and will lead to a further accumulation of
capital, to the additional advantage of the labourer." (6) The
increase of skill and good conduct on the part of the labourer also
serve, in Longfield's opinion, to increase profits glightly but to
. increase wages much moree (7) The fourth cause counteracting the

fall of profits is that, as civilisation projgresses and exténds,
Mintelligence, attentiog and industry" will be more general among
éapitgllata, end their "vigorous exertion" of these characteristics
will serve to stay the downward trend of profits somewhat. These
last two causes do not seem very important; in actual fact, the
emergence of new wants in the course of progress would be a far
stronger counteracting tendency, but Longfield does not appear ever
~to realise this.
Despite $hese counteracting influences, Longfield thinks that
capital will accumulate faster than profitable uses can be found for

it, and so the general rate of profits must fall. There is no. need

to anticipate evil consequences from this, however; a low rate of

) profit has numerous advantagese. "The firet direct and most striking

3

Eﬂﬂ“t &£d habitually low rate of profits is to render the future and



H%"‘“fhpﬁriod of nearly equal importance in all pecuniary

:??leﬁlationso' (8)Longfield develops this "time discount" thesis

ln a manner which again strikingly anticipates the work of Bohme

'._I'-_k'nrk and the Aunﬁimal he shows the character of the choice

E between present and future adventages and its relation to the rate

B, of‘profiti (or more precisely interest with great clarity. To

~  secure any given'advantage' in the future requires a greater immediate

E\ sacrifice when profits are low, for "in comparing any present and

- future adhatangn. if each is to be measured by the price that it

# would cost at the time of enjoyment, an allowance must be med: in
the comparison, for the profit that in the mean time might be made
of¢the price of the former. If the rate of profit is 20%e per annum,
two advantages, of which one is to be enjged now, and the other at
the end of a year, would be of equal present values when their
proportione were as 5 to 6, since £100 now would at the end of =

E ‘year be made £120. If the rate of profits is 10%. the proportion

. must be as 11 to 10; if 5 per cebt, as 21 to 20; and so*on, as the

rate of profits diminishes, the proportion will become hearer to

~ eguality." From this comparative equalisation of present and future

important consequences flow, which are beneficial to society in

the long period. Enterprises which could not be undertaken when

S R . T ———

the rate of profit was high, will become suitable openings for

rinn's tment. ‘All kinds sf durable _capital goods will be constructed
and will also be better maintained:- "Thus roads, canals, quays,

: 'd;;ka, bridges, and all kinds of buildings, public and private, will
be constructed ;ith greataf care, and will becoge desirable modes of
investing capitale” There will also be beneficial effects in the

~ wider, less strictly economic shperee Education, "which implies a
present saofifice to procure a future good," will become more

~ prevalent, whilqt tdirt and inhumanity!,things "scarcely more
-disgustins to the senses than injurious to material wealthﬁ;will

decreasee.

: A further consequence of a low rate of profits mentioned here
3 brings out clearly one of the main reasons why Longfield never
¢ dl.tinguishud profit from interest.” He says that as the rate of

diﬁwﬁfit' declihes the element of wages of superintendence involved

”'rain ‘111 g.nd to increase, both absolutely and proportion;ll;
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‘Lf ital, in consequence of the increased commtition, will do little

.._ill it is wisely and carefully superintended, and the labourer'
!faitli in general be possessed of some capital, the employment of
1,}‘&16@ will add to the apparent wages of his labour." This decline
:- in the element of purqbrofit is not to be attributed to any
; r.%uction of risk and uncertainty, it seems, but only to the.decliﬁe
E of the interest element due to abundance of capitale Even to secure
~ ‘the "normal return" on his capital the proprietor has to superintend
.! it more carefullye This definitely implies that the capitalist
- must always work with his capital == the possibility that he may
 lend it to some othef entrepreneur is not contemplatede.

A further exaﬁple of this idea is given when Longfield comes

to consider the corresponding disadvantages of a low rate of profits.
He enumoratesxthree e« "]lste The reduction of the income of the
capitaliste. 2ndly. The difficulty it adds $0 the accumulsation of
capitales 3rdly. The inducement it holds out to the proprietors of
capital to remove it to another countrye." (9) The first of these

is counteracted by the fact that although the rate of profits may

bé fary low, the aggregate amount of them will be large, while the
gecond will be offset by the\axiatence of a habit'of saving. The
tendency of capital to migrate will be checked by the fact tha;

most of it will take the form of very durable capitale-goods, rather
than liquid oapital-disposal. But also the capitalist will not be
easily tempted to migrate from a civilised country to a
“comparatively barbarous” one. where his pérsonal skill will ba
valueless; even if some capltal does migrate "its loss will not be
felt, the quantity removed will be so smail, compared with the
abundance left behind." Here again isthe definite idea that the
capitalist amd the capital are inseparables This idea was not so
far from being true a century ago as it appears to be now, but even
80 the lending of capital was by no means an extraordinary
phenomenan at the time when Longfield wrote. He himself deals
fully with it in his articles on banking. It seems, however, that
;ﬁanjrield does take account of the possibilities of domestic loans,
-ﬁéiut thinks of foreign loans a8 exceptionale
ﬁ%&. . Iongfield's theory of the movements of profits may then be

I



. up as being that in the prﬁgraaa of society, capital
 accumulates to such an extent that the rate of profits on it must
rlhﬂlﬁﬁ! The aggregate total amount of profits increases with the
'}“5ﬂﬂtll¢. of capital, and be very large, but nevertheless the
7.tufarlnee seems to be that Profit is a declining prOportion of the
_;'total social product. (10)

| Superficially these views are very similar to those of Ricardo
.gnd.other olasl;oal writers, who also anticipated a fall of profits =
'ﬁnt from the aggregate as well as the individual point of views
longfield, however, had reached the conclusion that profits must

fall from iery different permissese The fall of profits is not the
fh result of the "niggardliness of HNature", but of the abundance of

| capital and the wealth of society, which benefits all classes, and
does not impatd the position of the capitalist particularly.

Coming, lastly, to the guestion of changes in the share of the
total product going to labour, Longfield indicates how this
tengegncy to a fall in the rateé of profits has a beneficial effect on
 _ the condition of the labourey, since his wages depand on the rate of
E"yrotitn and the productiveness of his worke In this and in all his
 % discussion of changes in Wagoa’in the progress of society, Longfield
is strongly inclined to consider individual wages rather than the
proportional share of labour, and does nol seem to realise that the
two may Va¥y quite independentlye.

He emphasises that "the condition of the labourer is rarely
. stationery for any length of time." Increase of population affects
.1t greatly; in the first place it tends to raise profits, but
generally this is offeet by the accumulations of capital, which
hflongtield always seems convinced will be very great. It has a much
. more important effect in compelling 'resort to inferior soils',

1 which reduces the productivity‘of agricultural laboure. This is"a
serious evil"; not only are the wages of agricultural labourers

~ réduced, but the real wages of every type of labourer are also

. ;d'.rgcl’ affected -- "the 1abourc£‘:1nds increased difificulty in
'i jluf1u1ns gsubsistence for himself and his family." Here Longfield
ﬁlvtdantly only concerned with individual wages, and it does not

?5#<; cto Rimithat 1f th. lower wages are earned by an increased

L W
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, ‘“‘39? of labourers, the proportional share of Wages in the total
- product may be increased . (11) It must be emphasied again that
Longfield never postulates any connection between the price of
gsubsistence and the level of wages, as did most classical writers,
80 that an increase of ?agos. either individual or proportional is
not to him as it was to them #n inevitable consequence of resort to
inferior soils. (12) | |

| Even so, he does not consider that the condition of the
labourer will he necessarily worsened by increase of population,
and the diminution ih productiveness which ensuese. For"the evil
afiaing from the necessity of resorting for subsistence to

inferior soils, may be neutralised by othe: circumstances, which will
probaly occur as society advances." The first and most important
?f these circumstances is improvements in agriculture, which reduce
the cost of obtaining subsistence. There is no necessary connection
between the increase of population and the spread of improvements:
"either may exceed the other; and the condition of the labourer is
materially affected by the direction‘and amount of the excess."
Longfield does not deal with the subject of population, whlich he
thinks "too extensive to be discussed at present" but merely remarks
that it has a natﬁral tendency to increasee. Improvements accompany
this increase and are just as much its natural and inevitable
consequences as is the resort to inferior soilse "But this secondar)y
effect of the growth of population, this beneficial counteracting
influence, is very dependent upon the wisdom of our institutions
for the extent to which it will prevail." (13) A dense population
i; favourable to the spread of knowledge and civilisation, but
without security and good government this effect day be nullified.
However, when eise institutiones do prevail "we have every reason to
hope, that with theﬁprogresa of society, population and weal th will
increase together, and that gore human beings will be supported in

greater comfort than heretofore«"(14)

Other circumstances also contribute to combat the effects of
having to resort to inferior soilse Chief among these are the
{ncreased use of machinery in industry and the spread of division of
?  labour, which raise the real wages and standard of lbving of the
Elibonror. "He will gain more by the diminished price of all other
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materials.” _ Cost of transport will also be reduced, S0 cheapening

,Fu'ticlou than he will lose by the dearness of food and all raw

goods further, and a greater proportion of the population will be
in possession of "moderate conforts."

From all this, Longfield coneludes that in the course of
progress the circumstances which affect the state of the labourer
will alter®in & manner favourable to his condition'se "If life and
property are secured, the rate of profits will diminish, and labour
will become more productive, and the relative value of each man's
labout will increase". (15) He sums up with the characteristic
comment:-- "I do not apprehend that in the natural course of things,
the increase of population, with all its attendants and consequences,
will be prejudicial to the labourer."

This conclusion, so diametrically opposed to the prevalent
classical view,affords perhaps the most striking example of the
optimism of Longfield's conclusione and his confidence in
increasing productiveness. From this it appears, having regard
to the trend of Rent and Profits that the proportional share of the
product going to labour will increase with progress, as well as
the rgte of wages.

Such then is Longfield's view of economic progress. His
remarks do not perhaps fulfil the ideal of a "Theory of Proportional
Distribution” but none the less they give a very clear idea of his
conception of the nature of dynamic changes in Distribution.

Superficially, his conclusions seem identical with those of
the classical authors, who also predicted a rise in Rent, a fail
in Profite and a rise Qn Wages, both absolutely and proportionatelye
Only in the matter of Rent, however, does this resemblance go any
deepere Here Longfield agrees with the clasical school that
rents mist rise as population increases and recuires a greater
food supplye Yet, &ven here he does not follow them all the way,
for he does not ddntend that Rent increases at the ex ense of
other sources of revenue, but takes the exactly contrary view,
that produce increases faster than Rente Again, in his theory,
the fall of profits and the rise of wages are not due to the causes

kguigned by the classiciste-- that the increased difficulty of
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1§ita1ning subsistence necessarily procures for the labourer a higher
.- wage to enable him to pay for 1t,‘so leaving a steadily diminishing
'ihare for Capital in a product which is itself diminishing relatively
.t§ population. Instead this order of things is reversed ==profits

come first and wages receive the residue; profits fall through
abundance of capital, and the residues left to labour is an
increasing one, for the share taken by profits declines. Further-

more that residue is an increasing share in an increasing product,

| due to the rising productiveness of labours

Therein lies the all important difference between Longfield's

 ¥iew of social progress and the classical one. Its keynote is not

diminishing returns, but increasing productivity; the whole theory
is coﬁched in terms of a product increasing and not decreasing in
proportion to population. This expectation of increasing
productivity is based upon antidpation, not of'increasing returns',
but of technical progress alonee Longfield's confidence in this
is most striking, and this is the essential feature of the contrast
between his theory and the classicale Ricardo and his followers
worked on the assumption of a static state of productive technique,
but Longfield worked on the dynamic basis of conatant technical
improvements. So where the classical scheme of Distribution led
{ts followers to pessimistic conclusions, Longfield's new theory
formed a sound basis for his optimism, an optimism which was in fact

far more justified than classical gloom by the course of events in

the subsequent half-centurye

II.
This discussion of social progress completes Longfield's
Theory of Distribution by applying it to the dynamic states Taking

the theory as & whole, its unity appears as its most striking <

characteristice In it Longfield did not merely reproduce the class-

jcal view, with the addition of significant criticisms or
modifications. He built a new theory from its very foundation--

that foundation being the Theory of Value.. Il cannot be sald

E' thaf ne worked out a complete marginal theory of distribution. The

.~ essence of his

method is the treatment of the returns to the factors

» production &s priceé fixed by demand and supply - a very sound



‘approach and remarkably similar in some respects to the method
3t£ modern equilibrium theory.

In fact, Longfield did not improve the classical analysis, -

,v.ha superseded it. Yet the world of Political Economy remained,

j
2.
}

for the most part, completely unaware that anything of the kind

- had happened. In England there was never any recognition of the

fact that the Classical system had even been guestioneds In
Ireland, as already mentioned, (above,Sect+Il) the theory was the
subject .of enthusiastic prafkise, and it was thought that it was so far
gsuperior to the Ricardian analysis that it must scon supersede it
altogether. TFar from spreading, the fame of the work soon died
completely, . ...and after its first success there seems to have been
only one othor reference made to Longfield's Theory of Distribution
before the end of the niﬁeteenth century. This was in the form of
a paper, "On the English and Irish Analys®s of Wages and Profits",
read to the Dublin Statistical Society in 1848 by one Robert Vance,
& barrister-at-lawe He comments on the small notice accorded to
Longfield's work in England, giving as an instance the fact that
it received no mention at all in M8Culloch's "Literature of Political
Economy" « “I suppose" he comments "lro.H'Cﬂllooh never thought of
looking into Irish works upon the subject, under the influence of
the sentiment conveyed by the question "Can anything good come out
of Ireland?" (16)

: However, that mpy be, the fact remains that Vance alone
thought it worth while to comment upon the "Lectures on Political
Economy"; his plea for consideration of it by other, more

influential writers went unheard and was forgotten along with

the "Lecturee" themselves.






SEOTION, VII
__INTERNATIONAL TRADE,

(Thie Subject receives a complete treatment in the "Three
Leoturee on Commerce and One on Abeenteelem,” Vost of
the mterial on the subjeot of tmde in general is
included in the first three of these, but some interesting
obeorvations are aleo found in the "Lectures on Political
#oonomy,") |

ettt reatin e

The plan whieh Longfield followed in his first course of
Leotures was that of building up & theoretical outline in hie
first year before proceeding to the discuseion of more practical
guestions in the second, This wae an eminently sound teaching
_ method, but perhape regrettable from the wider view point of the
"dﬂolo;mont of economie analysis, In coneequence of it, the
. leotures which follow the Theory of Distribution have & more
definitely topiloal eharacter - especially the "Four Lecturee on
Poor Lawe" which are entirely a "tract for the times." They
are, none the less, excellent in their own field, and fine

R examples of Longfield's scholarly reasoning., Moreover, the

. "Leotures on Commeree” contain some very eignificant contributions

to the doec trine of Intemational Trade, and my indeed be ranked
after the "Leotures on Political Seonomy" es Longfield's moet

3 important economic work.

3 Yot theee Trade lectures aleo have their topical aspect, and
__ do not really reprerent a conscious and deliberate attempt to
develop or explain a theory of international exohange, Thelr
 main subject is, in fact, a discuesion of the relative merite of
Froe Trade and Protection policies, and the effects of tariffe and
.Smtxdl. The reason for this particular treatment must be sought
" in the oircumetances of Ireland at the time.

100



ST T .

the removal of protection from Irish menufac tures,

1O}

In 1834, the first agitation for the Repeal of the Union of

. 1800 was begimning, led by "the Liberator," Daniel 0'Connell,

Since the Reform Aet of 1832 had been secured the guestion of
Repeal had come more and more into the foreground in Ireland, &nd
by 1834 1t must have becomé the mein eubject for political

disous sion in Dublin, But although it was primrily & political
question, 1t vas not without very important economic aspects, One
of the main provisions of the Act of Union was the establishment
of complete free trade between England and Irelsnd; 1t mmacted
that all duties on the import of English mnufsctures into Ireland
ioro to cease after a period of twenty yeare and made & similar
provision as remrie Irieh importe into England., Further,
Ireland and Englend were to have the same privileges and be on
th_o game footing "ganerally in r;apeot of all Trede and Navigation
in all Porte and Placee in the United Kinglom and ite Dependen-

“etes,” (1)

Thie provieion of the Aot of Union was & source of endless
bontmorsy. On the one hand the advoeates of the Union pointed
to 1t ag prodwing the greatest benefite for Ireland by expanding
her export trade with Britain, while on the other the opponents of
the measure condemned it whole-heartedly as being ruinous to
Irigh mnufactures, These manufactures were exposed by the
provis ione of "Article Six" to the full forece of English
compe tition at & time when English industry wae developing with
unprecedented rapidity.

It 18 not easy to asmertain the precise extent to whieh Irish
trade and industry wase affected, (2) but it appears that there
was undoubtedly a great inerease in inglish imports of mnufaoc tured
goods into Ireland, of feet, however, by a corresponding increase

4n Ireland's agricultural exports, Yet although Ireland did not,

perhape, actually lose on balance through the trade provisions of
the Union, her tmde wage certainly dislocated, and for some time

- there was considerable hardship and unemployment brought about by

For the
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moet part, these were overwhelmed by &English competition, and

| this was felt as & vory strong grievence in Ireland., Naturally,

~ therefore, the ruin of Irish manufactures wae ons of the min

pointe in the case for nepa].; (3)

vE Naturally aleo the disloestion and suffering -prodlmod affected

~ the publiec mind much more strongly than the lese evident, if not

: lu_l real, growth of prosperity in other guarters, Doubtlees it

nnipd that tlao politioal economiste' stout championﬁip of Free

Tmde and laigsez-faire as the best policy to aid the prosperity

of natione, however sound in theory, was not borne out by the

practical experience of Ireland, and =0 it wase perhaps inevitadble

that the validity of sueh theories should be guestioned,

Longfield'se chior purpose in giving the "Three Lectures on

Commerce™ seems to have bheen minly to expound the prineiples on

which the poliey of Free Trade wase advocated, and to prove their

yalidity, pointing out that their application could not produnce
positively 1nj{1r:lous effeote, Moet of the argumen t# he uses for
this purpose are merely expositions of fundamental and elementary
profolitiom. which have always found wide acceptance among

- economiste, and as such they are of no partioular value as

E contributdions to economie thought. Interspersed among them,

_'llonru'. are & number of observa tions of great brilliance and

» omiw. about the theoreticsl basis for these rules of polisy,

which represent marked advances on the tmde theory of the time,

In the absence of & lyltm‘tio development of such a theory by

. . :Mﬂo].'d himself, it appeare that his views on intematiomal

ﬁnuru in general can best he coneidered and displayed by

hlug geparately the various pointe on whioch he lms important

commente to nio.'

II,
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| b= ﬁil quoluoa there ie a coneiderable divergance between
mﬂo]ﬂ‘a theory and that of the classioal authors, The

- Oltlmal Ricardisn theory of "comparative cost® was essentially

e development from the doctrine of lesbour velue, =nd in view of

2_ Longfield's development away from that doe trine, it ie hardly

~ gpurprising to find thet he d1d not follow the ririd comparative

co8t analyeis either, It is true that he never fomally abandoned

the comrept of labour aeg a measure of velue, which would have been

in itsoif suf ficient to enable him to employ the comparative cost

approach in its origim@l form, Yet, even if he never admitted

that lsbour was not a suitable measure of value, he tacitly coneed-

od the point by never meking use of 1t consietently as such a

measure, and he adopts something of thie same attitude towards 1%

~ in relation to internatiomal exchange &g he d.id in relation %o
ordinary exchanges,

In the early part of these leotwres, whilet concidering the
affect or'imoung a duty, Longfield saye, in explanation of &
hypo thetiecal case;- "I suppoee the things of differsnt values in
different countries; for it is this difference which gives rise
to all foreign trade,” (4) The values which he takes in thies and

. most other examples are barter equivslents, not labour costs. He

| uges this method fregquently, evidently for the eake of simpliei ty,
but in snother place, having given snother example of international
exchange, he adds significantly;- "The mmner in which thie is

hnn.ght nhput ie this;- Exchanges are effected by the intervention

;-,gt unoy s a standard of value,™” (5) This might tempt one %o

" fhink thet Longfield had sbendoned the olmssionl conoept of trade

arising f-_‘g&n real cost dif ferances in fMavour of a money cost

‘,wﬁ gimilar to that advoeated by various modem writers,

‘_' :‘_l”u'.' ‘1t eannot really be sald that this 1s the case; he

‘ mmth mll on the labour cost basis (6) and while he never
W“ the cﬁmt Oluuhn.l me thod of reducing all coste to simple
,p y your h:lﬂ_ l.!'m:!.lr -does agsume that the values of the goods

=z . : .- _\,- 1 -



’ exchanged are proportional to the quantity of labour devoted to
: their production, In faot he does not specifically consider
how these international trade *values should be measured at all,
but eimply follows his usual custom of employing labour @&nd other
meagures of value indiseriminately. Likewise in cus tomary
fashion, although he makes use of lsbour as & measure of value,
he does not build his theory of the causes of tmde simply on
labour-cost differences,

‘- This fact 18 clearly demonstrated when longfield comes to

: coneider the underlying causes of the "differenses in value"

L which give rise to tmde, for he then breaks completely with
clagpical tradition in saying;- "In these two circumstanc es

all oonimouo my be said to originate -- namely, & differance
in the proportion of the productiveness of labour of different
kinde, in different countriee, and the d ifferent ecales by which
the relative wages of labour vary in difrgfont countries.” (7)

il o b n b

In the lat ter half of the amtmce.' the divergence 1is
immediate and obvious, for wage differences were excluded
E® = hypotheei from the clasgieal theory, but at first it may se;om
that "dif ferences of the proportion of the produe tiveness of
labour” 4e only snother way of phrasing differences in comparat-
ive labour coet, In a sense it 18, for 1t is really a
development of the comparative cost idea into & mweh wider form,
Instead of taking merely differences in labour costs, Longfield

B I S T g s

ey W

broadens the concept in swh a way ag % bring into the question
virtually every difference in prodw tive equipment (8), He
nunintu four main causes of produc tiveness; firet, "the
prevalence of integrity, intellizewe, industry, perseverence,
- &and general good conduct, amng the labourers:" secondly, the
prevalence of 'liberty and security' ani eound politieal

institutions, which allow proiuction to take place and develop
’“‘ ‘unhindered; thirdly, the comparative abundance of ecapital, and

_.,-ro“gmy, "the cheapnees of land, in proportion to its fertility
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and other advantagee,” All thie 1s in addition to the more
obvious differences of soil and climte which may give & nation
gpecial advantages of proiuetiveness in eertain lines of trmade,
Thusg, because he does not morolj consider d:lrrare;mes in

labour coet or attempt to reduce all costs to this measure,
Longfield i# enabled to také a puch wider and more realistie
view of the causes of trade than would be possible on the assumpt-
iong of the Rieardian anslya‘u. In consequence of this, he 1is
able to make a considerable advance on the conolusions of that
gye tem, for hies own method of approach naturally leads him to
deal with the effecte produced on trade by the factore of
production being combined in different proportions in different
commodities, Thue he gives an example of a sountry where capital
i sbundant, and profites consegquently low, with wagee high, and
gays thet "The tendenoy of commerce will be to export, from the
latter country, such goods s require a large advance of capital,
for a long period of time, in thelr mmufascture, and to import all
goode in making which, the amount and duration of the adwneces
wag less than the average period.,” (9) There are nmi'al other
interesting examples<of this idea in the "Lectures on Political
_bmw."of which the following passege 18 perhaps the best;-

S " . .Buppose two countries between which existed & perfect
freedom of intercourse, let3 them be similarly eircumetanced as
to poll and elimte, but in one the inhabitants are all free, while
in the other the labouring part of the population is in a state
of slavery. The commesee between those countries will necessarily
congiet of exchange of the producte of marsh disagreeable labour

.tron the country of slaves, for the reau.lta‘or gkilled and educa ted

labour from the land of freemen, The master will not employ his
glave in & more agreeable kind of labour, when he can gin & little
more by & different sort, whatever be the hardship and disagreeable-
nees, But the freeman will not sall so0 cheap thie addit ioml

E gsacrifice of ease and confort; but as his own interests, not those
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of & magter, are concemed, he will learn every kind of skilled

labour with _gmtor facility and less expense than the eleve,"” (10).
On the Rieardian assumptions, it would not be possible to

take account of these variations in the proportions in which

factors are combined at all (11) since all other costs would have

h be reduced to the common measure of labour, Yet, as 18 now

recognised, these varying combinations my, and do, have an
impor tant effect on the course of trade and in realiesing and
F llhoﬂ.m this, Longfield mde a very original and important

:L addition to the theory of the origine of f:ado.

E ; He was enabled to make & further adwmnece, along eimilar lines, _
: by his coneideration of "the different seales by which the relative

- wages of labour vary in different countries.,” Thie bringe into
the problem the question of the effect on trade of the existence of
non-compe ting groups, anqﬂ:or point never coneidered in the
elasgical analysie, where all hbour wae a ssumed %o be homogenous
and ng.o differanc es were elimimted., Longfield, however, ie
able to show how wage-differences affect the character and diraof-
ion of tﬁdo;- "In one country, honesty and ekill may be mare and
high-priced qualitiese, and add mich to the relative wages of the
labourer who 1s requiredi to possese them, In @mother country, the
general comfortadble condition of the people my render the labourer
moet unwilling to encounter severe toil, and a great inersase of
pm'o may be necessary to induwee him to engages in 2 disegreeable
or unhealthy occupation,. In this latter country, honesty, and
that attent ive disposition whish gquickly produees skill, my be

._ the gameral qualifieationes of the people, On this supposition,
ﬁ' no disturbing causes exist, mnuMetures which require honesty
,ut gk1ll, will exist in the latter country; as the labourers =~
':}'g .)ﬁgnlllng those gualities will esell their labour cheaper in
.W”"““. to 1ts produc tiveness," (12).

. @o here mpain, Longfield'e wider view of the eeuses of trade
ables him % improve considersbly on the then accepted theory,
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-nl he is eertainly fer in advance of his time in this deseripiion
- o‘ the effects of non=gompeting groups on trade,

_ .lo doee 1ittle more, however, than show hie recognition of
the existence of this problem and does not refer to 1t again
when considering the possibilities of international specialisation,

.Moﬁur important coﬁaoquonoo of Longfield's altogether less
simple view of the csuses of trade is that he ¢xtonds his analysis
to cover the case of trade in more than two commodities, Rieardo
and his followers always confined their explamations to the simple
'tn-gountry, two commodlity" case, where comparative coste oclear-
ly determine the import and export commodities, Longfield
conslders trade in a range or- commodities, and has sgome s!.énl.fiomt
Irmrke to make on the factors affecting the choice of import and
export goods in this oase, Thus hé Bays; - :

"If English ladbour 18, on an average, three times ag produc t-
ive as French labour, thoee kinde of labour in Angland, which are
four timee a8 produetive ae the correspond ing French labour, r.lli
be cultivated in England, to thse exelus ion of France from 'I:he'
market of the world, and those kinds of lsbour which in England
are twic o ae produc tive only ae the corresponding kinde in France
will, in turn, bo-oultivated in Franece, to the execlusionof
BEngland from the market of the world."........ Commeres will
flow acecording a8 the proportion in particular tmées i# balow
or above the avorago.pmportion." (13),

A similar ides appears in another peseage ;-

"Let us suppose the productiveness of English labour to be
ten times ae great ae that of any other nation, in the produs tion
of .nn. ealico, coule, cutlery and pottery, The wages of her
labourers w‘.lll'. in consequence, be mech greater thanthose in any

other nation; suppose them eight times as great, and suppose that

man lsbour is only twiece &8 produe tive as foreign labour, in
the memufagture of other commodities, Thewe latter, therefore,
will be fabricated in the rest of the world, at the fourth part
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_fr:?*.r_ the price whioch 1t will coet to meake them in England," (14),
' ' In these passages Longfleld does not really present a
completely adequate eolution for the problems of trmde in &
range of commodities, but he goes far towards it, showing the
}mﬂumei of comparative wage ratees on the selesction of the
import and export lines,

| All this 18 a natural reeult of lLongfield's comparative
independence of the doc trine of labour coste; he did not abandon
thees comparative cost explanation, but rather developsd 1t in a
very characterietie mnner. Sssentially his doo trine derives
from his own theory of wage® in which he first developed the ides
of"produe tivenesse™ which he here uses to explein differencee in
copte, In 80 doing he hae, perhaps, placed himsell in a rather
inconeistent poeition -« he has stated that intematiomml trade
gpringe from differemces of value, but has not made 1t‘ clear how
thore value dif ferenc e® are t be understood, The theory he has
developed ¢ exrtainly mekes labour-cost measurement impoesible,
except on the most extreme asgsumptione, There remin the‘ two
po‘asible alternatives of a combination real-cost and a money-cost
| explenation, It seeme thet the latter could alone cover all the
faotors which Longfield has introduwed, Tat he himaelf gives no
indieation of what mﬁa.od ghould be employed, He simply employs
the most convenient approach on saech oacasion without any specific
oénﬂdomtim of thie provlem &t all, His woxk ie undoubtedly
defioient in this respect, but it mast be remembered thet he was
" notattempting o build up 8 consistent theory of trede and that
his observations on this sub jeet are purely incidental to hie
main argumente, Oe;ta:l.nly. he clearly demonstrated that the
basic osuse of tmde ie differences in factor equipment, and in
doing 20 he mde notable additione to the theory of the sub jeot,”

2, The effeots of Trade, On thie question Longfield has not

;‘@'mt deal to say. He 1es more concemed with the effeots of

 dutiee on the terme of tmde than with the effeote produced on an
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econony by the developmant of trade with other states or regions,
He analyses the effeots of dutiees and abeenteeism in great detail
end with considerable ability, but ag the disocuseion follows
orthodox lines for the moet part, it does not require to be
coneidered in much detail here, The guiding principle agcording
to which Longfield explains the effects of tariffs and similar
restrictions is: "imporis are governed in amount by eéxports," and
ﬁo_g versa, dvory restrietion of importe, he therefore concludes,
miet result in & similar reduction of exports, PFProtection there-
fore cexnot produce any inerease in employment inside the eountry,
and in fset has an actually damaging effect on the economy for
the direot effect of comuereial restraints is not to benefit the
produs er but to injure the oonsumer." (15),

There is nothing of any particular originality in all this,
but in considering the incidence of tariffs, Lonsfield has some
more interesting remarke %o make, Hoe agrees with the general
gtatemen t that .tho incidence of tariffe and duties i® on the
consumer, but dissente from ¥V'Culloch's propoeition that thise
incidence 1s alwaye complete, gome part at least of the tax
will, he thinks, he shifted basck to the producer, for when the
price of the article ie reised the consumption of 1t will fall off
pomewhnt, 80 lowering the returns to producers,  In any eage where
the mobility of labour and capital is incomplete "& tax equivalent
o those dliaadmtagu my be imposed, and will fall entirely on
the producer." (16) If the tax exceeds this amount, the factors
will move into other lines, but in the case of Intema tional Trade,

lonzfield & spumes, the factors cannot move outside their om country,

. g0 that "8ll the dif ficulties of producing any artie le, which is

Y

peculiar to one eountry, must elther be bome by the capitaliets

and labourers of that country, in the form of reduced prafits end
i,ml, or the manufac ture of that article for export must be given

up, " Thie argumen t 18 the basis of his interesting conteantion
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~ "that a duty won exportation, although appesring to press solely
lﬂ some particular trade, i in reslity the most equal tax that ean
- be imposed upon the publie,"” (17) Swh taxee "reduce the wages of

~ 1sbour, and thoreby diminish, in tho same proportion, the incomes of
| labourers, eup;hnsu and lmdloru._"_[?l.ongneld's ramrks on the
ef fecte of absenteeism oh the terms of tmde also show remarkable
insight into the problems 6: tmade, He refutes the argumemt tha t

- abeenteeiem cannot harm a country since "1t is a mattor of perfect

indifference to the country whether the opulent landlord himself
consumes his country's mnufactures, or sende them abroad in
exohange for the foreign gzoods which he prefers to consume, In
pither case the ssme encouragment ie given to domestic inmatry,”
{18) The error in this, in Longfield's view, lies in the Mot that
vhereas 1t is asserted that the amount of goods =0ld muet remain the
game in either sase, no uobunt ie taken of the faoet that the
producers may not receive so high a return for them, Theo cape i
snalogous $o an inorease of supply being s0ld to a larger number of
consumers at & lower price, bhut here the sams supply 1s dieposed of
to a emller number of consumers, amin at a lower priece, The
exportation which takes place as e result of absenteeism remlts
from diminished demand &t home,not increasod demand abroad, and
although the same amount of industry may appeaé to be employed the
country 1s actually poorer, So Longfield thinks;- "It 48 e dventage-
ous to & countxy gemerally that ite inhabitants should not give a
preferam e to foreign commodities, although by thie taste, they will
1 inorense the exports as well as the importe of the country.,"” The

trade produced by abseateeism my, and does, produce injurious

. effects on the country from which the landlords abeent themselves,
 for it alters tie terms of trade to 1ts disadvantage, (19)

In this, longfield has demonstrated the working of reciprocal

. damnd in relation to the torme of tmde in & remarkable mnner,
His explanation of the msmner in which swh moverents of demand

,f_. Mfeot intemationsl values appears to have been the first ever
3 *q. He also extends thie analysie of intsmstioml damnd

o the problem of offects on wage-rates, Iaking the case of

b i e -
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two countries, each of whieh ie specialised in the prodeciion and
export of m.ﬁrﬂaul&r commodity he shows how"an increased
demand for the staple commodity of either country, will have &
tendeney to raise the wages of labour thers," Consequently, he
declaress that "our trade with any particulsr country has two

d18 tinot poesidle effeots, one to furnish us with the natural

products, or the mmufactures of that scountry: another, to
increaee the priee of our countrymen's industry in all other
eountries.” (20),

It 18 & regrettabdble eonesequence of the character of these
Lectures that Longfield's exeellent ‘analyus of reoiproeal demand
Appearg as an argummt against absenteeism, and is never linked
up with the comparative cost aspect of the problem at all,

Combined with hie umsual visw of the nature of those costs,
1t might have been expanded into a ramrkabdly complete and advanood}.,
theory of international exchange, As it 18, 1t remine another
brilliant, but isolated, contridution to the sub jeot,
<3 Apart from this, l.bngﬁeld' # comments on the sctual effects
of tr:d;o on a region, ag compared with the etate of iesolation,are
brief, At the beginmning of the Lecmr‘cs. he discourses on the
more obvious effecte of trede in providiag ceoniumers with artiolu
which could not be produced at all by domestie industry, but he
only mkes incidental comments on the more strictly economis ef fects
2 of commerce, At one point he does indicate that tmde 1T)wora the
prices of fimal goods;- "By dealing solely with nature, thet 1e
by produweing all our goods ourselves, we should b2 obliged to pay
£t111 more for them," However, he never reaches the point of
| paying that 1t tends also to equalise the prices of fiml goods in
the trading regions, although this conclusion 1is 1implioc it in some
of hie writing.

-~ On the other hand, he has some very intereeting observations
;‘ @-ko conscerning the effeot of trade on the utilisation of the
| '::.U:"- of production. As has already been noted, he shows how

Bt enables 8 "territorial division of labour" to take plece,
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80 bringing about & better employment of fectors, Also, in the
"Leotures on Politisal Zconomy” he showe & very definite appreciat-
fon of the feot that trade is to some extent a compensation for the
iln'bllity of factors: "Commeroe, which exchanges the produetions
of humen hhm hee the same effect as if the labourers themselves
eould move from one eountry to another, without greater expense or
inconveniace than attsnds the removal of the goods whioh they
menufscture,” {21) This certainly constitutes one of Longfield's
moet noteworthy commentse on intemational tm l¢, and another
remarkable antieipa tion of modem doe trinee, Yet asgide from

this particular point he maintains the usual clasgeical assumption
of complete international immobility of factors, end complete
inter-regional mobility, and thie even despite his own recognition
of the 'uiat.:enoe of non-gcompe ting groups,

Perhape partly on sccount of this, he paye very little
attention tc the guestion of the effecte of trade on income
distribution, It might be expected that his view of the specisl-
-4ped employment of fagtors resulting from trade would have led him
t0o consider how this affeets the income of the economy and its

distribution between the various classes of recipilents, but he
only touwhes very lightly on thies questvion, In the pascage juet
quotsd from the "Lectures on Political ioonomy" ‘which ooours
during the discusesion of movements of wages (see above, Seat,Vl1)
he does demonetrate that relative wages are raised by trmde,

which inoreages the demand for the more abundant typee of labour,
There 12 aleo the case already mentioned of the effects of demnd
on wage-levels,  Apart from this, however, Longfield has nothing
h'm about the effects of trmde on imome dietribution., In fact
at one point he goes 80 far 82 to say;- "The wealth of a nation
conpiete of the products of its land, labour and capital - minus

~ 1ts exports, plus 1te imports, Those products and that wealth,
are divided among the several classes of society, uoord].nqko

‘, “ﬂm propor tionsy -hh proportions ean be very 1ittle affected
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by the course of trade," (22),

3. _The 'gain' from 1:15«0.s Holding such a view as that,
Longfield could scarcely be expected to deal very thoroughly with
tho'.pm' from trade in the wider economic sense He censures a
contemporary, Dr, Ohalmers,; for taking the view that "the only
uge of foreign tmde, 18 to procure us foreign artic leg"™ and
n;glnting ite secondary eﬂ‘iotn, but he himself i® very much
inclined to take an equally superficial view,

He does point out the advantage which results from specialis-
ation of motoi'l through trade; epeaking of the ides that "nothing
ean be fairly made by trade" he says "this opinion ie sufficiently
refuted by reference to the persomal and territorial division of
labour to which exchanges give rise.," (23) This shows his

. awareness of what is, perhaps, the greatest goin from tmde - the
| better utilieation of fuactors which it allows, However, he does
| not emphasise this important point very strongly, ore consider its
consequences, and he 18 rather apt to consider the gain from trede
ag solely 8 gain of satisfaotion to final consumers,
This resulte chiefly from his pursuing too closely the analogy
betwean intermational and inter-personal exchanges, International
. @xohange has preoisely the same effect, in his view, as any other;-
"Bagh (m tion) receives in exchange something which in 1te estimat-

ion is more valurble than wimt it parts with,” (24) It is this
view which leads Longfield to assert that "Commerce is not
prinoipally useful as & means of proeuring @ permanent addition
of wealth to the country, but rather as & means of obtaining
~ oertain articles of speedy consumption," (25) This idea im
"_ﬂ“ntly a result of his extending his explanation of exchanges
in an ordimary market, as developed in comnsetion with value, to the
~ oase of ;ntomtim:l. trade, It may be ramarked as perhaps the

~ only instanee 1in which his method of applying hie theory of value



In a few examples where he des specifically refer to the

gain from & partic;ular trade transaction, he either indicates how

utility hae been mraéﬁ or decreased, or else, if he = ttempts

' Thue he says;- "The trade is ppofitadle oo ue, if we prefer the
goods we give to those which we receive (£iec), and if they ecen
give ue an artic le for less of o-ur labour than it would cost ue %
manufae ture 115." {26) He never measures the adventage of trade
in terms of wealth or income,

50 here longfield, like most of his contemporaries, tends to
neglect the gquestion of the advantage of trade in the wider sense;
in thie respect he does not follow his theory of trade out to its
logical conclusion, for it would certainly have admitted of & full
consideration of the problem, Again, however, it may be ®aid in

hie defence that he had no such deliberate intention in mind,

He i8 in fact coneiderably more concermned to show that no
eoun try can be the loser by engaging in trade, even with & mueh
richer mation, anu to prove his contention thet "neither high
wape 8, nor 105 produs tive powers, nor high taxation can ever
prevent our industry from competing with foreign industry either
in the home or in the foreign market," He hases his assertion
on hie view of "productiveness" which ig in fact really developed
for thies purpose, |1Relative, and not absolute, produe tiveness
met determine the course of trade, and eonsequently even though

' "ono country may be gemerally much lees productive than another,
it can 8till trade & dvantageously with thie other, exporting any
articlee in which it has a relative adventage., "No one can for a

momen t suppose that the stream of commerce can continue to flow
 entirely in one direction, and that one nation can receive the °

 receive other produste in exchange, rather tian to adont a poliey
' protection and attempt to produce all these articles itself,

8 more definite measure, uses the customry concept of labour coste,



2 In this ocase :ho. Lonezfield may perhape be accused of
Gmﬁnc the wider umu involved, His arsumente are correct
il theory, but again he confines himeelf rather to the consumer's
g ﬂﬁ“ of view, Althouh he takes hypothetical ezamples, there
ean be no mﬁt that he has the case of Ireland in mind, and he

. ignores the real question in it — the dieloeation of the economy
| produced by the removal of protective tariffs, WNelther does he
take any. account of the poresibility of a poor recion being denuded
. of 4ite produetive factors by trede, for he sssumes these 0 be

~ immobile, | |

4, Changes in trade., Longfield's treatment of thie subject 1e

vory similar to that shioh he gives to the others already mentioned;
~ there are frequent comments, of no speecial inmportance, on chenges

4 pnamod by Protection, with but fow obeerva tions on ahangol from
E‘ goneral economiec caures,

. Of such general changes, he says ;- "A® every year produces

~ improvemente in our menuMetures, 80 every year may be expected to
“ bring some al teration in our commerce.” (27) Following out hie

| theory of the causee of tmede, he explaine there chanpges ehiefly

_3' ~on the grqurd of alterations in proiuc tivenese, When a nation’

| becomes relatively more productive in some line of manufacture, 1t
B hs abandon ite previous export roods in favour of thie new produvet,
- and become an importer of articles formerly home-produeced, even

, ‘_ thouszh it may etill be able to produce theee at lower coet than ean
' the nations from whom 1t purchases them, "Exeeeding superiority in
?” manufactures would render it unprofitable and imprudent for
'l’"fi.';-. merchante to engage in other lines of industry, where her

E superiority, although great, was not equally etriking,” (28) Swh
m. are continually oceurring, secordinsz to Longfield, dbut he
b.l not explain the porsible ecauses of them in any detail, In

tlll.l analyeis really amounte t mexs no more than a statement

, L

B T T

: '»-__ po fact that & change in the oonpantive eost porition will
ter the nature and direction of twade,
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However, the poseibility of changes in tmde resultdn~- from
;hmn in reeiprocal demnd is not altogether neglected, Refuting
the opinion that "beecause of those poodes which are exported, &
guffiolent quantity remaine within the kingiom, therefore those
which are exported are mere surplusage, from which the nation
would derive very little advantage, if they were left at home,"

he explaine that "ﬁuc...'....u founded upon an incorrect view

of the faets, for the goods which were exported, were monufaetured
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in consequence of the derend for them, which exieted in foreism
countries, and if that demnd ceaped to exist, the capital and
labour employed in their mmmufacture would be transferred to some
other employment, either to produce goods for the foreign market,
or for home coneumption,” (29) In addition to this, there is aleo
the example previously guoted {(above p,/0-1) Br the srroot of &
change in foreign demand on wage-rates in the exporting country ,
$0 in the ease of changes in trade, Longfleld also treats
derand in a stmiﬂoant and unusmial manner, Hies recognition of
| thi real -s.,lporhmo of demand in general wvalue theory ie doubtliess
f the reason for thie, Nevertheless he doee not really give demand
the importamne it deserves in relation to trade and he cannot be
~ wholly exonerated from the charge of devoting exeessive attention
' %0 the supply and cost aspect,
3 _!. " Thr g0 -COrNOT ";;.‘mao. Coneidering ﬁo "popular' nature
of the "Three lLeoctures on Commerce,” 1t i rather surpriesing to
‘ find that Longfield deals epecifically with the probleome raised
" \y introdwing more than two countries as wall as more than two

'_'-_u—nuuu into the analysie, & point usually neglected even in
~ theoretical works of this period,
. Having explained the oase of simple trade exohanges botween

m countries, and explained aleo how importe and exports must
 balanse in such a case, he adds:
B e proposition is modiried elishtly, but the prineiple

esped by 1t 18 not altered, by the faot that many of our




~ menuotures my be, and 1in faet are frequently paid for by
i indirect trade, not by direct exchange, Thus, we might export
. our cloth to Framce, althoush we took nothing from her in retumn,
l!n‘ might pay for our cloth by bills of exchanpe, drawn upon
Holland; thoee bills will be paid for by goods sent from France
%o Holland, and Holland may receive payment of them in goode to
. be imported into @ngland, The same conseguenceswould eneue,
though 'lutlh lese conveniaence to §11 parties, if the trensactions
I have mentioned were carried on by means of money, instead of
bille of exchange, No monay will be sent to ue from any countey
in exchange for our goods, unless at the same time that country
18 receiving money from some other quarter in exchange for its
. poods; and unless, at the pame time, we are send ing abroad an
- oﬁml amount of money. In relation t our commerce, all the
world my bé considered as one foreign country,” (30),
Thie 18 an admirably clear and concise summyy of the
. working of three cornered exchanges, but by resorting to the
'_.' expedient of considering "all the world one foreiesn country”
3-"',; Longfield seeme rather to avoild the more complicated aspecte
. of the problem, .
‘ He hae not done much monlo here than etate the exietence of
1-_ the problem and dismiss 1t in the usual mnner, as not necessitat-
";r]-t_ng any fundamental changes in the theory, and apart from thie
".;_ln'o mu_mﬁl mnantion of the existence of multiple exchangmes he
..aﬂn.! his analyseie .to the eimple cape of trade betwean two
'uumol. even if not merely in two eommodities,
b In hie "note to page 43," where he deals with the effeet of

j'a,, demand on wage®, he does, however, review some of the poseible

i

ﬁ;‘mlu of three-cornered tmde, riving o numerical example ;-

-

e "Suppose & new kingdom discovered, “the annual value of whose

=1
e
-

_ exports to us should amount to five millions sterling, we should
he consumption of their goods afforded, in place of that afforded

"
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; W goods of equal value, whiech we formerly oonsumed,

But the discovery of thie new market will hawe an of feot

F' on the price of our labour, which may be estimated as follows:

guppose that they receive from ue three millions worth of our

~ goods, and that of the five millions worth of goode we have

. oceased to consums, three millions ke d been supplied to ue from

T foreign countries, and two millions worth were the produets of
domestio mmtry. then me mrket for our industry will have
been increased by one million, To that amount our deeire for
export will be diminished, and our demnd for the goods of other
coufitries will be reduced by three millions, and ae they will heve
the same deeire ag before for our commodities, the price of our
labour will risi. or that of theirs will fall, until the relative
alteration of prices induces us to purchase ﬁoro of the goode of
other eoﬁntrios. or compal them to demand less of ours, Thue the
balance of our Mts and exporte will be restored, but the
condition of the lsbouring classes of thie country will have been

y illpﬂ"d. if the amount of our goods demnded by the new market

exceeds that amount, which, in conseguerse of its dlscdvery we

have ceased % consume, Thie effecot may be counteracted or

inoreased by the effect which the trade of other countries with

this new market my have upon the wages of iabour in those

countries," (31),

S0 in this example Longfield analysee the effects of the entry

~ of another economy into the e¢irols of exchange, showing how the

IS

equilibrium of trade my alter, and change factor prices, Since
he 1 primrily comemed with waze movements, he does not deal

~ with all the possible resultes — the effecte on other economies,
m vory summarily diemissed in the last sentence - but the example
u an unusual end interesting one for the time, and ehowe clearly

_ that Longfield realised how extensive the reperoussions of trade
roe misht be where & number of countries are involved,



: This, again, my be rammrked as an interesting conseguence of
Longfield'e lees simple view of trade problems, He can searcely
be enid to have added anything new to- the existing theory in thie
oase, but he made & noteworthy attempt to deal with the wider
implications of the question, &nd bring trade analysis into closer
rfhﬂm with reality. It 18 only to be regretted that he did
not pursus the mtter further, for had he done =0 he mirht have

achieved & really remmrkable expansion of the whole theory,

111,

'Obmnum Longfield's contributione on the sub jeot of
trade a® a whole, the same commemt inevitably comes into the mind,
The very faect that he 41d not attampt a systam tie development
of a theory mkes the brilliance of his obeervations all the
more 8 triking, and it seems certain that had he devotoﬁ himself
to the task of evolving such a theory, he would have produced a
. most remarkable result,

Having remard to the unusual chameter of his other economie

| dootrines, it might be expected that longfield's views on trade
would bo of an original character, and indeed most of the advances
- whish he made on the olassical theory ean largely be accounted for
;'- by reference to hie other work, It was hie comparative freedom

:. from the idea of real coste as all-important whgeh erabloed him to
~ expand the comparative cost doc trine and take a more complete

" view of the origine of commerce, and most of his other oripginal

: um are the result of thie wider view of the subjeet, So in
International Treie as in other economic questions, Lonsfield

- lnmd on the dootrines of hie contemporaries in & menner whieh
m often & striking nntioipstim of modern methods,

TRy cnﬂhoku. hie other ecocnomic theories did not altopother
prevent his enalysis of trade from havine considersble shorteomings.
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On the n@ﬂu of the advantage of tmde, for example, hie
adherence to his own sub jective value theory led hinm to‘ take &
mweh %00 superficial view, Perhaps thie may also be partly
accounted for by the fact that he never @efines the reasons for
riuht snternatiomml Zxchange in & special category and &lthough
he does take the classical view that the fmctors of produotion are
complotely immobile outside natiomml boundaries, he 18 sometimes
inelined ;o lose pight of the implicatione of thie in trade theory,
gince he has never specifically statedthat 1t necessitatee a
epecial approach, 3

2 ~ Similarly, and perhape for a like reason, there ies no proper
-I coneid era tion of the problem of measurement of comparative costse,
and 41t 48 difficult to eay in what temms he is really considering
interm tional exchange. Measurement of values in labour terms is
not poeeible on'the basie of hie theory, but he does not set up
any o ther standerd to replace it, and seeme in fact to avoid this
issue,

Despite suoh faulte as these, thore can be no question that
Longfield made penuinely important and original additione to the
clageioal theory of International Tmde, Yet these aleo have
gone practically unnoticed for a ecentury, probably lamely becsuse
~ they were concealed in & work which'seemed % be of no gemeral
..m‘hrnt. but referred only to eamiitions at the time of its
writing, Moset of the suthord who have taken sccount of
~ ‘Longfield's Iﬂtin@ on Dietr:lbuthien have ignored his woxrk on
~ Intematioml Trade,

The first economist to take sccount of it seeme % have been
Dr, Jesob Viner, who in his article on "The Do trine of Jomparative
0.‘!“" (Jeltwirtsohaftliches$ Archiw, 1932) has noticed some of
Mu"u min contributions to intema tiomml tmde doc trine,
Professor Ohlin has also pointed out the striking manner in which
wuu anticipated some of his own theories m his toik on
lmu-ﬂlu and Intems tioml Trede." (32). )

-
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Qm!-l results chioefly because of his freedom
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SECTION VIII. MONEY AND BANKING.

(This section is based on four anonymous articles on
"Banking and Currency" published in the "Dublin University
Magazine" in January, February, October and December, 1840.)

--------- - e e e e e s S s o S e B

After his resignation.of the Whately chair, Longfield's
writings on economic subjects became brief and infrequent. The
articles and papers which he produced have not, perhaps, the same
permanent value as his volumes of Lectures, but they are by no
means devold of interest or merit. In fact they provide important
examples of Longfield's views on the economic and social questions
of his time and are a useful supplement to his =211 too scanty
theoretical work.

Thus, since }he "Lectures on Political Economy" contain no
comnent on monetary problems, it is of interest to find four
articles relating to this subject which are generally attributed
to Longfields These appeared in 1840 in the Dublin University
Magazine, a definitely conservative "literary review: founded in
1833 by a group of students and graduates of Trinity College.(1)
Like the majority of the contributipas to the magazine, these
articles of "Barnking and Currency" were anonymous, and there is in
fact no direct evidence that they were written by Longfield.
However, the views expressed are often the same as those found in
the "Lectures on Political Economy"” -~ sometimes the very wording
ig identical- and the style of writing is strongley reminiaﬁfnt of
Longfield. Accordingly, there seems to be no reason to question
the view that the four articles are his work.(2)

It must be emphasised that these articles do not represent
any attempt to explain the principles of banking or evolve a theory
of money; they are solely concerned with the problem of providing
a sound currency and credit system in the circumstances of Ireland

‘at the time. Some knowledge of those circumstances is essential
in order to comprehend the articles themselvese

The immediate reason for the publication of the articles,
according to Longfield, was the fact that the charter of the Bank

of Ireland was due for reaewal in the coming Parliumentary session.
122
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In view of this, he aimed to review the "principal opinions
worthy of notice”, as well as the evidence of sundry Parliamentary
- Committees, on the subjects of banking and currency. (3)
' At the time the business of banking in Ireland was chiefly
divided be tween the Bank of Ireland, operating inside a fiftyemile
; radius around Dublin, and a number of Joint-étock concerns,

working ourside that area. This state of affairs had been created

LA dad ol e

by Acts of 1820 and 1825, which permitted the estzblishment of joint
gtock banks, with the right of note issue, at a distance of more than
50 Irish miles from Dublins (4) ©Prior to this, the Bank of Ireland
had been the sole provider of banking facilities, except for a
number (steadily diminishing after about 1811) of relatively weak
private ;natitutiona. Most of these closed or were amalgamated
into jointe=stock concerns when the establishment of the latter
became possible. So for the first time the Bark of Ireland found
itgelf faced with serious competition, and it met the challenge with
vigorous counter-measures, establishing branch offices wherever the
3o$nt-atook banks operatede. Before 1825 it had no offices outside
Dublin at all. ¥or the next twenty years, until the passing of
the Irish Banking Act in 1845, there was sharp rivalry between the
Bank and its joint-stock competitors. The latter strongly resented |
the partial monopoly of the Bank of Ireland, and it was frequengly
subjected to attacks ac;uaing it of attempting to strangle the
development of banking and credit facilities and re-establish its
former complete monopolye. On the other hand, the law governing
the conduct of joint-stock banks was somewhat ineffective and
allegations of frauds and mismanagement on their part were almost
as numerous as the charges against the Bank of Irelande.

At the time when Longfield wrote these articles this
gsituation had been brought into special prominence by the crisis
of 1839, which had made conditions very difficult for English
bankse The conduct of the Bank of England in the crisis had been
adversely criticised, and the supporters of joint-stock concerns
had not lést the opportunity to point out its shortcomings. 1In
these circumstances, questions of banking, and particularly note

{ssue, were very much subjects of popular interest.
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- Such then was the background against which Longfield was

writing, and its influence is very evident in his work on this

subject. A very considersble part of the articles is devoted to

discussion on the controversy concerning the relative merits of

Joint-stock banks as compared with a single bank of issue. The

- reader is left in no doubt as to which side Longfield favours.

[ ~ Throughout, he strongly defends the Bank of Ireland and its monopoly
rights, which he characterises as properly a delegation of a

[ sovereign power of the state, and whilgt declaring himself "no enemy

1 to joint-stock banks, nor inclined to deny their wbility" (5) he
thinks that tpe multiplication of theif numbers is not likely to
be beneficial to the community. Longfield's attitude in the matter
gseems to be that the right of note-issue .ought to be confined fo
one institution and that the jointe-stock firms ought to confine .
themselves to deposit Wanking~- a state of affairs identical with
that brought about eventually in England by the Bank Act of 1844,

Further support for this idea is given by the brief description of
the main principlea‘of banking with which the articles open.

This outline summary contains some of the most interesting
points in these articles, as well as some of the best writing.
The service performed by banks in acting as intermediarioa in short
term loans is well explained-~they are able to make deposits "for
which the possessors can find no immediate employment, and which
at the same time they intend to invest or spend after some short
uncertain period" useful to the community in the interval by lending
them out on bills or other short-term sécurity. Long term loans
are usually arranged without the intervention of a banker but in
provicding short-term accomodation the banks perform a service to
depositots. borrowers and the community alike. Were it not for the
existence of banks taking deposits and allowing operations on them
by cheque, these 'transitory' funds would lie idle in the hands of
their owners, with consecuent inconvenience and loss to all parties.

"This service, performed by banks of deposit, is very
g.noraily admitted" and so also is the function of banke of issve
in providing a cheaper and more convenient form of currency--paper

 _£nstead of golde Yet, Longfield points out, the fact that banks
B aopostt perform & very similar service to this is generally
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against deposits operate as a circulating medium just as do notes.

- overlooked. In fact, the drafts and cheques which are drawn

Longfield shows how all trade could be carried onm on this basis
without the use of money at all. He considers that 'this assumed
state of things is imaginary, and will never come to pass" owing
to the cost of keéping a bank account and the inconvenience of
chegues for very small sums. Nevertheless, he shows clearly that
drafts and bills are much better adapted for large-scale transacte
ions than metallic money or notes, being more economical. He is in
no doubt that they form part of the circulating mgdium of exchangee.
Althoug!: this idea was not original, having been clearly
stated by Henry Thornton in 1802, (6) it had not gained general
acceptance at this time, and in suggesting a considerable development
of this method of tramsacting business by the aid of cheques
Longfield egain shows himself as a remarkably progressive thinkere
A guestion regarding deposits much discussed at this time,
was whether they did or did not form part of the circulation of the
~country. Longfield's view on this point is a hatural consequence
.of his contention that deposits are money = he thinks the
distinction of notes and deposits nominal and unimportante. The
only significant difference, he holds, is that deposits are "less
active in making payments" =« ie.es, their velocity of circulation is
lowere. . Money on dupqait is usually not iutendéd.for immediate use
and lies idle for some time. This idea is typical of the time for
it shows ‘that Longfield does not really contemplate the possibility
of very frequent operations on a bank accounts He appears to think
of bank dcposits always as interest-bearing, - deposit accounts in
the modern sense, and does not refer to the use of current accounts.
Nevertheless, he maintains the view that the difference between
deposits and notes is at most one of degree.

Deposits do differ from notes, however, in that they are a
more dangerous liability, according to longfield, and he considers
this & much more imporgant pointe He bases his opinion on "the
principle of statistics..ethat in proportion as we extend our

enquiries over a larger district the averages in reference to any

Ei‘rcmt@“ will be found more uniformly preserved«" Since the
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rutal amount of deposits is held by a much smaller number of persons
i than is the total note issue, it is more liable to rapid and

considerable fluctuationse. So Longfield is of the opinion that

prudence requires that = larger proportional reserve should be held
against deposits than against notes. This view is notably different
from the general opinion of the time, and provides another example

of the importance Longfield attached to deposits. §J£his naturally

has a considerable influence on his views as to the best method of
regulating currency issues, the problem which forms the real subject
of the articles. Longfield remarks that although the process of
deposit banking may appear easy and profitable, the process of
maintaining a sound note issue involves very considerable problems.

"There is a limit to the quantity of paper money which can circulate

in any country", proportioned to the volume and character of its

trades If this limit is ever exéeaded. when the notes are freely
comvertible, the bank will find its notes being returned and
exchanged for gold, which will be drained out of the country as the
foreign exchanges move against it. Longfield explains the
operation of this process and the reasons underlying it with great
claritye He first exposes the fallacy of the argument of Adam

Smith and some others, that the paper is returned to the banks

because "people immediately perceive that they pave more of this

paper than is necessary for transacting their business."(7) What

.actually happens is that the level of prices rises and the value of

_money depreciatese. If the currency is incomvertible, "there is

no limit to the extent to which depreciation may proceed", but if

free comvertibility exists "a limit is quickly put to its

depreciation by a process which must convince the most careless
banker of the mischief likely to result from his over-issues. The
eicasa of currency raises the price at home of all goods, whether

of domestic manufacture or imported from abroade. This rise of
: prices increases importation, and diécouruges exportation, and the

balance of trade ‘turns against the country; the exchanges fall, and

gold, which is the only article that does not rise in price, is

exportede Gold cannot rise in price, since the banker is always

obliged to give the same quantity of gold in exchange for his notes
i.,,...shis demand for gold, and fall of the exchange, caused by an
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W.Fcean of paper monoy; will be naturally preceded or accompanied
by a general rise of prices, which strongly marks the differece
between this case and that to which we shall next advert." (8)

This other case is that of a deficient harvest, requiring a
large corn import. (9) This will ﬁlao cause an export of gold to
meet the sudden increase of imports, but here, Longfield expiains,
no preliminary rise of prices generally occurs, and the trend is a
gself-carrecting one, which will pass as éoon a8 the emergency endse.
Bankers, therefore, need not view an export of gold in these

 circumstances with any anxiety; no permanent weakening of the
cufrency takes placee. "The gold will come back without the necessity
of any exertion on the part of the bank" for its very export will
gserve to lower the general price level, s0 encouraging export and
producing a return flow of golde. Here, as in the first case,
Longfield explains the working of the exchanges with commendable

clarity.
After thus setting out the conditions governing the value of

the currency, Longfield proceeds to consider how that value may be
maintained ag$ the correct levele. The problem is considerably
simplified, he thinks, when the right of note issue is confined to
a single bank. It has then only to follow the general rule laid
down in 1832 by John Horsley Palmer, the Governor of the Bank of
England, before the Parliamentary Committee on the Bank Charter:-
'keep the securities even at two~thirds of the liabilities
(deposits and notes alike, according to Palmer) covering the other
third with bullion and permit the exchanges to be kept at par by
the section of the public upon the circulation's By thﬂ9paasive
policy the circulation will always be reduced if it becomes too
great, for notes will be presented to the bark for comversion into
gold, and the drain of gold and the movement of the exchanges will
‘soon stop tge tendency to over-expansion of the currency.
Conversely, if the circulation is too low for current needs, the
 bank will find itself a receiver of gold, which will be imported;
this will expand the circulation and bring the exchange back to
‘par once more. Thus the bank can always obtain gold by diminishe

 ing its issues, and Longfield considers that it ought always to

k.



follow this method, exceptin cases of great emergency, vhen it
cannot afford to wait for the contraction of its issues to bring
in gdld.

|
l

This famous *"1832 Rule" was used by Palmer as the basis for

the credit policy of the Bank of England, and present day policy was

= largely built up from this foundation. Consequently Longfield's
review of the working of this method in the period 1832-1840 is of
considerable interests The period includés the severe crises of
1839, which tested the rule to the utmost; during 1835 a period of

‘( lpcculatiep together with demands for gold from America and Ireland

(10) reduced the reserve of the Bank of England greatly and in 1836
it was forced to raise its discount rate to check the drain. For,
a time the crisis was averted and gold flowed in, so that the
Direé&ors, doubtless pleased by the effective working of the new
nnth;d. actually sent £1,000,000 of gold to America in 1838.
Laterlin the year the exchanges turned against England again but the

E bank qontinued to discount and issue freelye The failure of the

| 1839 harveat worsened the situation and gold drained out steadily,
ﬂut the Bank did not act to control the situation until almost too

Iatd. and had finally to retrieve its positiom by borrowing from the

: /Bmk of France.
f Considering the working of the policy in these circumstances,
_flangrield is justly critical of the action of the Bank for having
| exported gold to America, and for making no attempt to reduce the

i circulation until the drain of gold became extreme. After the
. fashion of the time, he attaches little importance to the discount

rate as & means of handling the situation, sc that he really falia

. into the same error as did the Directors of the Bank themael;ea.
for they attempted to continue discounting freely long after a
erisis appeared inevitable. IHowever, although in some respects he
is critical of the Bank, he concludes that it "has well struggled
through the difficulties" and that its policy has not been proved

 unsuitablee.
. Reviewing that policy, he says that "Any rule laid down by the

. Bank for the management of ite issuee must have three objects

principally in view. First, and above all in importancc,--itg own

f.curity' or the maintenance of its ability to meet its enga
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- upon demand. Secondly, to keep its note at a uniform value.

Thirdly, by its banking operations to afford = certain uniform

support to trade, neither to stimulate it to undue speculation
- at one time, by granting discounts too freely, nor to starve it by
an undue contraction at another period." (11) The first two
objects can be achieved with relative ease but the third is the
difficult one = and herein lay the great merit of the "1832 Rule";
it provided a sound system for this purpose, which "reconeiled the
. interests of the puﬁlic with the security of the Bank."
Thus thehmethod of having one Bank of issue only seems to
- Longfield to fill the requirements for a sound currency very well,
E but his opinion is that "Although a single great bank of issue may,
E " without much danger or difficulty,regulate the currency and preserve
the par of exchange with foreign countries free from any serious
fluctuations, yet several banks of issue, acting in competition
with each other, have by no means equal pomer:le) The essential
difference is that in the case where there is a single bank, it
é gsuffers all the consequences of over-issue itself, but where there
are several banks the consequences of an over-issue by one fall
upon all. Géld is withdrawn not only from the bank that hag
over-issued, but from all the banks in the system. This deranges
the proportion of circulation to reserve maintained by the more
prudent banks, and thej have either to coﬁtract their issues
accordingly, and so lose some of their business; or else compete by
over-issuing themselves, thus beginning a process of competitive
over-issue which is liable to lead to serious trade fluctuations
and "runs". This system, according to Longfield, makes it in the
banks'! interest "to issue as much as possible when the spirit of
over-tQading is prevalent, and to reduce their issues when trade
begins to stagnate and wants a stimulus to revive it". This
tendency he strongly condems, and gives a description of the type

of trade fluctuations to which it leads which is of sufficient

interest to deserve guotation in full:-

"The effects of rival banks of issue on the fluctuations of

trade may be thus briefly described. When trade is prosperous and
! ‘brices are high, the currency of the country will bear some addition

to be made to it without being thereby depreciated.

Bach bank vill



struggle that thia.addition shall proceed from its own issues, and for
this purpose will discount more paper upon more liberal terms than
befores From this conduct of the banks trade will receive an
additional, an unnatural, but a temporary stimulus. Mznufacturers
and merchants will make and import a larger quantity of goods for
which they anticipate a speedy sale upon credit, at the same time
purchasers are more ready to giée bills, as they are confident that
when the bills come to maturity they can easily procure money to pay
them from the banks. While this state of things continues, all is
prosperous, and the banks in particular meke large profits from the
quantity of bills which they discount. The circulation is full to
overflowing. But the exchanges gradually turn and become adverse,

. the stock of gold in the bankers' hands rapidly diminishes. Every
bank is obliged to contract its discounts, often very abruptly, and is
happy if by such a course it can avert the impending ruin. But this
conduct, although it may save the banks, is necessarily followed by
a paralysis of trade, and general public distress. Those who
expected with confidence to fulfil their engagements by getting
their bills discounted are disappointed, and are either reduced to
insolvency or obliged at great loss to force an immediate sale of
their goods in a duil, over=stocked market. The public, scarcely
able to fulfil their existing engagements, aré unwilling to enter
upon new ones. Most people then discover that during the
excitement they purchased a greater quantity of goods than they can *
either dispose of or afford to keep on hands. Money becomes every '
day more scarce and goods fall in value with still greater rapidity.
The depression of trade makes that amount of currency redundant,

.~ which in ordinary times would not be more than sufficient to conduct
the exchanges of the communitye The demand for gold therefore
continues for exportation, some of the wdrat conducted banks are
unable to withstand the pressuee, they s top payment, then a public
panic arises and gold is demanded for hoarding as well as exportation.
To th;s latter demand there is no limite. The demand for gold for

exportation ceases as s00n as the currency is sufficiently contracted,

for the exchanges must then turn, but the demand for gold for hoarding

i?rocoed, with augmented rapidity, it is like an epidemic, one man runs
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to the bank for gold because he sees his neighbour do the same, and
this demand may continue as long ss—leng as a bank note remains in
the hands of the public. It is like the plague, or any other
infectious disease which may cease of itself, although no human
power can arrest its progress. In this general calamity the

- poorest are overwhelmed, the wealthy alone survive the shock.

After a few months trade recommences and is conducted for some time
with considerable caution; confidence gradually revives; the banks
increase their issues; trade becomes more lively and then the former
events occur in the same order as ba}ore; and as long as rival
banks are permitted to make paper money there will be a perpatual
vicissitude of trade is nearly the following order:-
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The period of this circle is about five years." (13)

This is a striking account of a nineteenth-century "business
cycle", but it hardly seems Justifiable to attempt to consider it
as anything more than this. It cannot really be regarded as a
theory of the trade cycle - it is rather an explanation of the role
of banking in fostering cyclical fluctuations. In the example
4 given above some other initiating fector besides bank credit is

definitely presupposed - the banks only begin to over-issue after



: izpnnsion has begune There can be no doubt that banking

-
-

i S

I e il

difficulties did play a large part in the fluctuations of this
period, end Longfield's explanation of the actions of banks during
the boom, the crises and the subsequent contraction is an excellent
and graphic piece of economic writing, showing his descriptive style
at its very best. Yet to attribute the entire process to the
sctions of joint-stock banks hardly seems either accurate or just

in presuming,as he doeg, that it cannot occur at all where there is
only one note=issuing bank. Longfield shows a rather simple faith
in the complete efficacy of the "1832 Rule", which the crisis of
1839 does not appear to have shaken zt all.

Hawing discussed these two methods of providing and regulating
a currency of notes, and having shown very clearly exactly which he
thinks preferable, Longfield considers a third possible method, but
this only a proposal, anJ not a system in actual operation.

The method proposed consisted in the transfer of the right of
note issue to a Stete commission, which would issue inconvertible
notes freely to all who wefe prepared to pay interest and give good
gsecurity for them. The proposal was put forward in 1720 by the
notorious John Law, and at the time of Longfield's writing had just
.been revived by William Blacker in his essay "On the Evils
Inseparable from a Mixed Currency." (14)

As Longfield points out, the system is not the simple one of
allowing the state to issue an inconvertible currency without.any
safeguard against depreciation. Both Law and Blacker were fully
aware of the possibility of depreciation and its dangerse. It was
for this reason that they proposed the control by issue against
gecurity (15) as they supposed that this would engure that the
currency in circulation was just adequate to the needs of trade.
Thus Blacker suggested that "national paper" should be issued by
the Commissioners to the Jointestock banks, saying that "were thisa
the case it is not to be imagined that these banks would be unwise
enough to pay discount to provide national paper thet they had not

gafe and solvent customers for, (having no temptation in this case

 to run risks for the sake of issulng paper of their own manufacture),

nor will those safe and solvent customers pay the said banks discount
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- for money which they have not profitable employment for, so that by

the arrangement proposed there seems no open whatever left for over
issue to creep in." (16)

_ Yet although these proposale are specifically intended to
avert over-issue, they involve further errors which make them
impracticable, in Longfield's opinion. There are, he says, two
fallacies involved:" the confusion between cupital and currency,
and th2 assumption that when the circulation is redundant, the
superflucus notes will be found in the pockets of those who 6w.
money to the banke"(17)

The confusion of currency and capital is marked by Longfield
as the fundamental error ot the scheme. In view of the fact that
this confusion is certainly not peculiar to the schemes of Law and
Blacker, but recurs persistently in schemes for monetary fefonm up

to the present.day, the clarity with which Longfield perceives and

explains its weakness is especially interesting. It affords yet

another example of that sound grasp of essential realities which
marks all his economic work. He argues that people borrow from
banks in order to carry on their business, not becsuse the note
circulation is inadequate. "There is no connection between the two
wante," and even when the circulation is as full as is possible
without depreciation, there may still be a considerable demand for
loans for capital purposes. The quantity borrowed will always vary
with the rate of intereat'asked, just as the demand for other
commodities varies with the price.(18) Hence so long as any interest
is charged at all on the currency the circulation must sppear to be
inadequate, for a reduction in the rate charged for it will always
procure an increase in the amount demanded. So it is possible to
show that "under any rate of interest, the circulation must be
deficient, since whatever may have been the rate of discount, it
may be reduced without making the circulation redundant." Nor, as

Blacker imagined, will the customers ever become aware that they

have too much currency for their needs--&s has already been shown,

thil is not what happens when the circulation is increased.
Instead, prices will rise just as with an over-issue of any other

form of currency. 1

Consequently, Longfield thinks, Blacker's scheme provides no
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 §331 safeguard against depreciation, and no better system of currency
than already exists. Nor can any proposed modification of the
 method, such as issuing the currency against good short-dated
mercantile billes only, remove the difficulties. Although the
difference in their security value is great, from the point of view
of 1asu1ng currency mercantile and accomodation bills cannot be
‘ distinguished. Whatever form the proposal takes, it contains the
Iaame fundamental errors, and so Longfield rejects it as a possible
alternative to freely convertible.centraliaed issue,the ssheme he
himself advocatese '

This consideration of methods of note-issue, which is the
.~ real aubjeét of the articles, shows Longfield's attitude towards
monetary problems to be his characteristic one of "progressive
urthodoxy“Q He places his faith in free comvertibility to provide
' Ilound currency, and while he hae no sygpathy with experimental

gschemes such as those of Blacker, and disapproves of numerous

l

' different note issuee, he nevertheless shows a desire thsat banking

[ ghould develop and providé "adequate support for trade" in the form

. of credit facilitiess In this connection his view of the function

F of deposit banks is of especial interest in its modernistic

| character, although he does not seem to have realised the full
poseible extent of their development.

As these articles date from a time just previous to the
development of the "Banking and Currency" controversy, it is not
perhaps altogether justifisble to name Longfield as a supporter of
either side, but on the whole his views correspond to those of the

- Banking Schoole His explanation of the movements of circulation
. is closely comparable to the "reflux" theory later developed by
Fullarton, and his realisation of the monetary function of bills

and drafts sets him apart from the regidity of the Currency Schoole

W e B RN THE e | e

Summing up, it may be said that the interest of these
.;rticles derives nainly from the light they throw on Longfield's
attitude towards the banking developments of the period, rather
than from any 8t»ikingly original contributions to moneiary analysis,

3



SECTION IX.
IONGFIELD AND IAIS_SEZ-FAIRE .

" (In addition to the three books of Whately Lectures, materials for
this section are also taken from the following papers by Longfieldi-

Address to the Dublin Statistical Society, on the conclusion of the
; 2nd.Session, 1849.

" " on " " * on the opening of the 9th.Seasion
| 1855.
" U “ W * on the opening of the 18th.Session

1864 (Prolidential)
" on the Limits of State Interference with the Distribution of

WVealth", rgnd to the Statistical and Social Inquiry Society of
Ireland, 1872.

LA

- GSome account has already been given of Longfield's views on the
prospects of economic progress for society, and the unusually
_optimistic attitude which he adopted as a result of his theory of

- Distribution has been noted. Nothing has been said, however, of
his views on economic policy and the functions of government in

b th{p respect, bui the question is not one which he neglects in his

work. In fact it forms the specific subject of some of his later
'riiings. His commente provide a very interesting illustration of

" his views on social problems, and the relation of economic analysis
to them, and show him once again to be a somewhat unorthodgx thinker
for his time.

As a preliminary, it may be remarked that on thies question of

;,;.,,,:g,;;,-!!g!gg collectivism the nineteenth century can be

. divided into two periods. The first, amounting almost to the first
seventy-five years, marked the dominance of the doctrine that "the

‘best government is no government"” and the belief that 'enlightened

| iilt-interelt' would produce the best results for the community as

. well as for the individusl; the second, towards the close of the

. gentury, saw a general change of feeling and a movement in favour

~ of interference with the free play of economic forces for social ends.
l%lﬁlnrly. there are two fairly distinet perlods in Longfield's

: on this subject - the first, the period of his tenure of the

chair in the 1830's, the second, the period from 1848
: R 7
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:ih!-"""h‘ﬂ he was again speaking and writing on economic matters,
. 88 Vice-President and later President of the Dublin Statistical
In the first period his views appear on the whole typical of
~ the attitude of the tlhns. and he generally advocates a policy of
complete laissez-faire, while in the second his opinions change and
become more and more inclined towards intervention. It is to be
observed, however, that this change in Longfield's attitude is not
altogether coingident in time with the general movement, nor is it
an absolute chnnga,‘for his approval of the classical prineiple of

non-interference was always qualified.

b
- The view of the functions of government which Longfield

oxpr;aaea in his University Lectures is the characteristic one of
¢lassical Politieal Economy - the government is to maintain peace
uud order, and provide security (especially of property) for its
subjects so that economic activity may have full opportunity for

; growth and oontinugnoe. He is emphatic in deolarins that order and
licurity are necessary conditions precedent for such a development:-

"While anarchy and turbulence prevail, immutable neoonnit&

ordaing that the labourer shall suffer this part of the hard
gondition of the slave - He must encounter severe toil, and receive
pcanty wages. From this state of degredation and slavery, order and
obedience alone can save him." (1) Again, he points out that the
spread of inventions and improvements is very largely dependent upon
the existence of "wise institutions", and says also that division of
j labour and regular exchange can only develop "when once security of
| 1ife and property is established in any country" (2).

Such stable political conditions, then, are regarded as
essentials for prosperity and economic progress, but when once they
~ have been secured, Ldngfioldldoel not think there should be any
P7thrih.r extension of the activities of the state in economic matters

at least; he confines its functions to "the duties of protection and
gov snt, etc.,” (3) The doctrine that self-interest, unhindcrod.

5!.,,.. the interest of the community best find support with him -

s,
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lll remarks on “this close connexion between the interest of the

. individual and that of the comnity',_ saying that "in general it

- may be remarked that the interest of the individusl will lesd him

~ to_ adopt a course of conduct more consonant to the public good than

even to that of the particular class or order to which he belongs."

(8.

| Consequently, he naturally adopts the view that interference

with the working of economioc laws is unjustifiable, whether it be

| undertaken by the State or by any other group or interest; his

general standpoint is that men may worsen their condition by "vice

or folly", but that they cannot hope to improve it by legislation or

.other attempts to oonfrol economic forces. Thus, in the Preface to

the "Lectures on Political Economy" he indicates that one of the

most umorfant coneclusions, in hia.eatimtlon, which can be drawn

from hﬁ analysis of Distribution is "how impossible it is to

regulate wages generally, either by combinations of workmen, or by

- legislative ensctments.”" So also he lays down of the relatfbnlh:lp

between profits and wages that "legislation can do nothing here,

every thing st be left %o contract"; he says of them in another

. plage that "they both are confined w:lthi;n limite which it is beyond

- the power of the legislature, by any direect exertion of their
authority, to extend. Here legislation and combination may do
miscliief, but cennot do good.....Violent, and unjust, and turbulent
proceedings may extinguish profits, but they will not thereby
increase wages: or they may depress wages, but will not thereby

3 increase the rate of profits.”(5) Likewise, speaking of the effects

of high prices in a time of famine or scarcity, he saye: "Distress..

'* ssess would be incalculably increased instead of belng diminighed,

I' if human legislation should attempt to regulate the prices.” (6).

longfield's general support of a Free Trade Policy has already
been noted, (7) and he also shows himself as an advocate of that
h&t typically clagsicel piece of legislation, the Poor Law of
1834. His general proposal is to provide a measure of relief
;i" "guch as to invite no person to become a fit object for ity (8).

kl. considers that the provision of a minimum of subsistence "to all
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Who should otherwise beg ér starve” is "a good unmixed with evil",
but that anything more than this would be an encouragement to
idleness and mprévidmce. |

Such principles as these are typical of the rigid laissez-faire
doctrines of the eighteen-thirties, but while Longfield generally
supports them, he makes certain exceptions which form a very striking
contrast. He was slways concerned that wealth should be fairly
distributed inside the state:- "For it is to be observed that
theough the wealth of an individual may be expended in procuring
vicious luxuries, yet that of a rich nation, as distinguished from
& poor nation, will be found to consist in the great mass of its
inhabitants being comfortably and wholesomely fed, lodged, and
clothed, end well rewarded for their industry. If otherwise, that
wealth must be wrongly distributed; the cause and cure of which
wrong distribution come also within the province of the political-
economist to investigate." (9) I.ohgfield always considered the real
purpose of wealth as being to provide enjoyment and well-being for

: mankind, and he conceived it as being within the province of the

political economist to apply his knowledge of the seience to the
problem of promoting general welfare. No criticism of Political
Economy was more objectionable to him than the statement that it was
“"the science to make the—secience—te-make the rich, richer, and the
poor, poorir.' He constantly inveighed against thesepigrammatic
cohdmntion of the subject; even going so far as to say, on one -
occasion:~ "lMost assuredly, the aim and object of Political-Economy,
that to which all its investigations are subservient, not only

is not, to plunge the poor into still deeper poverty, but on the
contrary is, to render their condition more comfortable, and more

 respectable than it has ever been before, by procuring for the

labourer a steady market for his industry, and an adequate remunera-
tion for his toil.r (10).

These remarks throw an interesting light on Longfield's view of
‘the functions of Political Economy, but it must be observed that they

are fully consistent with an absolute support of laissez-faire. so
lug as it is conceded that the free play of self-interest best

kw“.‘ the welfare of individual and community alike, to hold that |
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Political - flom may justifably inquire into the means of
promoting welfare involves, not a condemnation, but actually a

r definite approval of the policy of non-intervention. The important
& ‘fast, ho!‘ﬂcr. is that Longfield does recognise the inadgyuacy of the

d WM

policy of allowing free play to economic forces as a means to obtain
maximum welfare, in certain instances.

. Thus in the matter of poor relief he concedes the necessity of
giving liberal assistance to poor persons who are in some way

- physically incapacitated. This, however, was granted even by the mos'
rigid "non-interventionists" at this time; it is in the matter of
agsistance to the aged that Longfield shows himself ahead of his
time, for he says of this:~ "I believe that the St-ate may, and
ought, and (ﬂ‘ poor laws are éstablished) migt afford some assistance

S

to indigent old age. The strongest objection is the enc;ouragement
to improvidence that it might give, but if “this objection could be
disposed of in no other manner, I would remove it by making no
digstinction between the poor and the indigent of this class, but
giving a small pension as a sﬁporannuation allowance to every

~ labourer of sixi';y years of age."(11).

To find an economist of the classical period, even if not of the
' classical school, advocating the establishment of the 0ld Age
Pengion in this definite manner is, to say the least of it, remarkabli
Yet this was not the only collectivist proposal that Longfield made
in 18343 he has also some novel qualifications of Free Trade to his
eredit. :

Where he does advocate tariffs, it is usually because they are
™ eagy and not oppressive mode of raising a revenue®, but this is
not the only use to which he thinks they may be put:-

"4 is another advantage attending the impositions of import
du-t-j.n, that by their means the nation has a considerable powu: in
regulating its consumption, and of directing the course it shall
take. By the same means, also, the nation has the power of selcting
the class or persons upon whom the tax shall fall, for a tax upon
the ‘introduction of any article falls entirely upon the consumers of

that article.
E It is nuch more untu:l‘ to directthe expenditure of individuals
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~ than to control, or regulate, their industry. The interest of each

person is Rig best guide to direet him, both what trade he shall
pursue, and in what manner he shall conduct it. But the manner in

~ which the inhabitants of any country spend their incomes, is not
directed by self-interest, but by their tastes and habits, in the
formation of which, different modes of levying the public income may
.hlfi lpno-t beneficial influence. The happiness of the people, and
the growth of their prosperity, may be materially influenced by the
. habitual direction of their expenditure. This direction may, in

- part, be caused by the relative prices of commodities, and the
relation of the prices may be created, or considerably modified, by
the amount of taxes levied upon each." (12). |

2 So the sovereignty of the consumer is not to be left wholly
undisturbed - he is to have his pattern of consumption at least
indireotly regulated by his governors. This may certainly be noted

| .ll & very marked departure from the canons of orthodox lnigggg-faggg.
It is virtually the most soclalistic proposal which Longfield ever
made, and it seems doubtful whether he realised the full extent of

E—
.
'X‘

~ He certainly failed to realise that it could involve a policy of

- protection for domestic industry, if the government holds that it
will contribute to "the happiness of the people, and the growth of
their prosperity" to prevent the consumption of foreign products.

——

transferred from one occupation to another. The loom cannot be
turned into & plough, nor the experienced weaver into a skilful

; ploughman. rhii waste of wealth will be much diminighed if commercial
- restrictions are graduallj removed, with full notice to deter men
from from embarking their skill and cqpitai in & business which they

el o TR T

are warned will not last. To the workmen already engaged in it, the
.tito ought to give advice, and even sometimes assistance, to betake
themselves and to educate their families to other occupations." (13).

-
1
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These passages show that Longfield recognised the inadequacy
of self-interest and simple economic adjustment to secure the best
social results in certain cases, even though he was generally a
5‘_ believer in laissez-faire. Although Longfield was perhaps unusually
'ﬁmcod for his times, (14) nevertheless the exceptions he makes to
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- the rule show that even in the early part of the nineteenth
gentury, the economists' approval of non-interference was n9t so
unqualified as is generally thought.

;I;.
In his later work, Longfield's realisation of the need for

social legislation shows even more stromgly; a steady tendency
towards a more 'collectivist' attitude is evident in it. This
tendency reaches its greatest development in his paper on "State
Interference with the Distribution of Wealth", which is a specific
consideration of the possibilities of intervention. His other

- addresses to the Dublin Statistical Society taske the form of'
reviews delivered at the opening of the sessions of the Society,and
as such they are concerned mainly with its pi‘ogren. and with
gconsideration of' the state of Ireland. Interesting as they are from
a historical point of view, their main economic interest consequently
derives from the comments which they contain on the relation of the
State to economic activity.

In this respect the address of 1849, the first of the series,
merits but little attention. (15). It is almost wholly concerned
with the state of Ireland before and after the Famine and contains
no reference to the problem of State interventiop; although it might
be expected that the relief measures undertaken at the time would
have made it a subject of special interest. However, Longfield has
something more to.say on the question in the address which he read

in 1855. Here he reviews the progress made since the Famine, and
notes with approval the general rise of wages which had occurred.
Yet although "the balance of advantages is immensely on the side of
high wages", he emphasises that they may oreate a social problem,
in that th.o worker may spend his increased income in a manner
undegirable both for himself and for the community in which he
lives.

To this, Longfield thinks, the political economist might answer
 ghat the worker could advantageously save some of his wages, but he

o h i ke

 suggests that the error into which political econmomists are inclined

‘. £a11 is "to attach too much importance to the desire which exieste
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; among mankind for the accumulation of wealth"; for many the motive
to save is "so weak as scarcely to be considered a principle gt
agtion." Consequently, he says, "problems arise which require for
their solution something more than the ordinary principles of

: jollttcal-oecnany. as they depend not on the mere desire or capacity

of man to make exchanges, but on the more subtle and camplex

qualities of his mental organisation.” He.thinka that there is a

definite opportunity, uéd need, for action by the community to

e T — R ——

= solve these wider social problems: - "A great and interesting problem
. for your consideration will be what steps the state can take to
dlieat.]without coercing, the tastes and habits of the labouring
~ classes into the course most likely to be productive of happiness
? to themselves? What holﬁ'ecn the state with safety give to assist
5 them in the pursuit of innoeent enjoyment?" (16) He does not
n&ienpt any angwer to these questions himself in this inﬁtanco. but
qlroly émphagises the proﬁrioty of such social action.
‘Up to this point, Lonéfield's collectivist proposals have
appeared mainly to refer to problems which do fall more or less
: outeide the normal working of the economic system. In his
Presidential Address of 1864, (17) however, he does actually suggest
an alteration. in the organisation of the system of production, but
- not by inan- pf State 1nt-rvhntion. Again reviewing the'-tato of
Ireland, he discusses the possibilities of ilmprovement in the
ncricultuio oflthe gountry, but suggests that this alone is not
enough - abaoluto‘depcndence on agriculture must be avoided -
prosperity cammot be attained through agrioultyro alone while it
remains so backward. . This leads him to consider the problem of
establishing industries, and the capital and labour difficulties
'n:_lch might arise. These are, in his opinion, by no means
inguperable, but they could even be avoided altogether. Not all

industries require large capital equipment, and so he asks:-

"Why may not these be carried on by co-operative societies of
working men? No jealous disputes between labour and capital could
. ‘5" arise, as each man would be equally interested in the prosperity

 of both those agents of production.” He gives detailed proposals

.
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for the working of such a scheme; capital might be provided either
by the workers or by small shareholders, a subsistence wages would
be paid weekly and a dividend declared monthly. The proportion in
which this was to be divided between workers and shareholderd (if
the two were not identical) would be fixed by the Articles of
Association. Longfield suggests that there would be considerable
.leope for such industries in Ireland.

This is certainly one of his most interesting proposals from ;
ltrictEy economic point of view, but it seems that he only inténded
it to apply to a type of "handicraft" industry. Itmcannot really be
lnid‘ihat he advocated any general co-operative organisation of
industry, but the plan gives an.intereating illustration of.his
increasing independence of the strict dootrine of laissez~-faire,
for it iu’hardly such & scheme as would have met with his approval
in 1833. : |

Longfield showed himself even more favourably inclined toWards
gollectivist methods in 1872, wheh he considered "The Limits of
State Interference with the Distribution of Wealth, .in _apply.ing
Taxation to the assistance of the Public."(18) In this paper he
first considers the general question of the desirability of governmen
intervention in economic matters, and reiterates his general view
that it is unnecessary and unsuitable in most cases, particularly in
respect of protection of industry. However, he states that it is
proper that the gquestion,whether state inferference with the
distribution of wealth inside the community may secure a beneficial
result, should be considered in a scientific manner.

He therefore commences by examining the possible objections to
such re-distribution by taxation (for this is the only method he
mentions). The. only one of these which he considers to have any
great forse is that it'tends to weaken the motives to industry,
thrift and self-denial."” So far as taking money from the taxpayer
is concerned this is not of any great significance, he thinksj; the
motive té save is quite strong enough to bear some reduction without

 greating any danger of affecting capital accumulation unduly. It is
 in the matter of giving relief that this question is important for

:_thcro is always the possibility that the goving of monetary assistanct
mey demoralise the recipients. In this connection Longfield rigntly
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~ considers that tests of fitness to receive assistance are of doubtful

~ wyalue; however successful a test may be in selecting only those who
come within its provisions, it "must have this effect, that it dis-
gourages all exertion in those whom the t;st does not exclude from

- relief." He fully realises the important fact that those who can

' ,m little more than relief schemes provide may very well choose to

~ remain idle. |

4 This point assumes special interest in view of the manner in

. which subsequent experience with unemployment relief schemes has

borne out Longfield's contentions.

However, he makes no suggestions for overcoming these difficul-
ties. Instead; he proceeds to inquire in what cases assistance may
be given by the state without the need for qualifying tests. He
divides his inguiry into two parts, first, the classes which may
rud.ve aild without tests, and second, the extent of benefits which
may be freely given to all members of society. XEven allowing for
the general tendency towards a more socialist attitude which was
evident at this time, some of the proposals which he makes are
remarkably advanced, and provide an interesting comparison with
present day social services,

. As to the first part of his review, he begins by repeating the
proposal for an old age pension which he had made originally some
thirty-eight years before, now, however, giving it more detailed
form:~ "Every person who is supported by any kind of bodily labour
should 'receive a certain allowance wheh he is 60 years of age, and
have that allowance increased when he has completed his 70th.year;
say 2s. & week when he is 60, and 4s. a week when he is 70." (19).

He algso anticipates present day dovelofmonts when he advocates
that the state should give "a small annuity to every blind person".
There nuld‘be no indigence qualification for this, for in the case
of poor persons "the calamity of blindness is sufficient to produce
indigence", whilst for other classes the tax would form a kind of
insurance. Besides these proposals, Longfield also suggests that
deaf mutes should be educated by the State and also supported, if
: necessery, during the period of their tuition. Provision for lunatics
iw also be improved - he condemns the existing scheumes as
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in"tdhﬂﬁlr 1n§dlqnlto' and suggests a great increase in the number
of asylums provided by the state.

His most extensive proposals are mnde in connection with
- provision against siclmess and disease. He advances no plan for
1 ;los1n1 insurance but proposes that all the expense shoudd be met
- from ordinary taxation. In this instance, as in every other,
| Longfield makes no attempt to estimate the cost of his schemes or
"lncstlt how funds might be raised, but confines himself to outlining
T reforms. He thinks that "every town and considerable village" should
- contain a state hospital, and for the right to receive treatment in
4t "...I would require no test or proof of want. The nature of the
4 illness should alone be the qualification.” Any citizen who requires
: !irtatﬁaht'will receive it as his right. But this is not all - in
 addition to the hgspitals, Longfield would provide convalescent

L

| homes alpol- "In this case liberality on the part of the State will

fm be the truest econony, as early help will prevent the industrious

;!lnn from becoming a burden on the community, end will enable him

- to add to its wealth." Another feature of the scheme would be the

%ﬂ provision of homes for incurable cases.

Theie remarkably extensive proposals complete what Longfield

© describes as "a brief and imperfect sketch of various modes in which
fhe'woalth of the nation may be applied to the assistance of the

- working classes," and he proceeds to the second part of his inquiry -f
state provision for the community as a whole. .

He Segins by advoecating compulsory education - another State
liability which he thinks to be "a wise economy” in the long run.

. He next deals at some length with the duties which fall upon the
government with the inorease of urban populations. One of these is
"the proviaion of an ample supply of parks and vacant places to
purlfy'ﬁhe air of theé towns, and to afford the means of exercise aﬁﬁ
recreation to the inhabitants." This 1e#ds to a oénaideration of
the problem of housing, and here he thinks "it 1s the right and duty

 of the state to interfere. When the health of the public is concerne

 'iha ordinaery rule permitting free trade does not apply." He makes
~ detailed proposalu to combat overcrowding and 1nianitary conditions,

’u‘g..tlng a rigid system of inspection and rqport. with power to

L irlnr the immediate closing and da-nlitlon of ali'd'nllinc condumncd.ﬁ
A \



g Longfield also puts forward the suggestion that special

H}b

encouragement should be given to the investment of capital in the
prnvi_lion of housing accommodation for the workers, and that new

~ extra-urban and sub-urban estates should be developed.

3

Finally he gives some details of a scheme which may be regarded
as & development of the suggestion he had first made in 1855 that
the state should assist the labourer to find the means of "innocent
enjoyment and social intercourse". He proposes that something
equivalent to the clubs of the more affluent citizens should be
provided by the government for the worker in the form of "....well-
aired, lighted and warmed rooms in which every man on his way from
work might rest, and warm himself, and if necessary mdet his family,
and perhaps even cook and eat his meals."

Longfield thus accepts the principle of re-distributing wealth
through taxation, and shows that he now considers the growth of
collectivism as a natural feature of the progress of spoietys-
"Every generation gives to every member of the publie, at the publiec
expense, advantages which in preceding ages every individual was

~ obliged either to forego, or to obtain at his own expense.”

Thus Longfield, in common with many other thinkers of this
period, has modified his view to admit of a considerable degree of
public intervention in private economic activity for social purposes.

L Yot although he was following a well-marked trend in this, he was

perhaps rather ahead of the development of general opinion; he

advocated state action on economic questions at an early date, and

in 1872 he was advocating social services in some respects more

extensive than those which exist even at the present time. Indeed

" his schemes show that even at seventy years of age he was still, as

always, a progressive, independent thinker.
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IV.
_nmmng Longfield's attitude towards social policy, its most

* atriking feature is certainly the extent to which he was willing to

admit the necessity for collective action in the economie sphere.
It can nem_'bo said that he was a socialist, for he was always a

‘staunch supporter of the established order and never advocated its

replacement, Yet within ihe framework of that order he was always
ready te concede th: desirability of authoritative action if he
gonsidered that it would promote the welfare of the people. He
was never a revolutionary, but always a reformer.

One accusation which may be made against Longfield, and it is
a serious one, is tha.t- although he was willing to advocate what he

called "benevolent legislation" his advocacy was somewhat unthinking.

Thus, for example, in his work on the re-distribution of wealth, he
makes extensiv: proposals for such a re-distribution but never goes
into any detail as to how the scheme is to be carried out. IHe makes
no attempt to measurg the probable cost but, with customary optimism,
'utumas that the economy can bear taxation to an unspecified extent.
His opinion is that the "non-material" benefits which would result
would outweigh the cost, but this is not unquestionable. Neither

in this case, nor in any other where he advocates oconoﬁio action

by the state, does he consider the possible repercussions on other

agpects of economic life.
Similarly when he advocates such measures as interference with

consumption and spending, he never faces the vital issue of whether
{intervention by authority is certain tp produce a betier result than
individual action can achieve. Evidently he is of opinion that it
will do so, but he adduces no arguments in support of it, seeming

rather to assume his coneclusion.
It is also to be regretted that Longfield never defined, or

re-defined, his view of the relation of Economic science to social
questions. It is not possible to say with certainty whether he
1«&4 on the promotion of social n].tn.r. as a norm for economic

umu, or as a rroblu outside its proper lphero. In his earlier

-'mt. one would be i.nemul to say, he leaned towards the latter

wview, but as has already been remarked, advocacy of laissez-faire
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8 not mean making Political Economy niutrg:l. Yet it cannot be
said either that his later trend towards collectivism involved his
-_,lﬂﬂﬂac the science, in his view, to working for a chosen end.
] ~On the mxi. however, it seems most likely that his view was
_ that social sotion must supplement the working of ecomomic forces, and
M the conclusions of Political Economy may be used to show how
M may best be achieved, even though it need not be previously
- gommitted to approval of any particular poliey.




SECTION _X:
NCLUSION .

In the preceding sections, Longfield's economic work has been
examined at length in its several aspects. It now remains only to

: rcviil its importance and its position in the history of Economics.

| Does it justify the contention that Longfield was not only a man who
' made original contributions te the science here and there, but

 genuinely an economist of some consequence?

Of his originality there can be no question; indeed there never
has been. It has been pointed out that Longfield was teaching and
writing at the time of the dominance of the English Classical School,
and historians of Economic Theory have always emphasised his
originality in propounding the theories he did at this time. But
F others at the same period were doing the same thing -« it is now
recognised that there was virtually another school existing
contemporaneously with the Classical, a school of "dissenters" from
. 1ts theories. To this school Longfield undoubtedly belongs, but it
18 contended in this work that he deserves a prominent position

among its members, one more prominent than he has hitherto received.

It is necessary now to summarise the reasons for this view.

i1.
E Longfield's contributions to Economics make an impressive

_catalogue when set down - he gave a remarkably full statement of
~ the Hhrginni Theory of Value, explaining Diminishing Utility and
{< Gonium;r's Rent; he developed the doctrine of Rent in interesting
~ fashion, pointing out the possibility of pure scarcity rents and
the weakness of the rigid doetrine of Diminishing Returns. He
showed the olciant of time-discount" as a cause of interest, and
linked it with a strikingly advanced theory of Marginal Productivity
- of Capital. He was one of the first writers to advance a productivity
rﬁ&f‘i@"agea » and he anticipated Cairnes in pointing out the
exéntence of non-competing labour groups. He made notable additions
‘%0 the theory of International Trade, and showed a thorough

_:gipr.aiuticn of the working of the banking system. On social

E '— 149 E
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'-‘W'uonls his views were of ten remarkably unconventional and modern
~ beyond his generation.
: It is not merely because of all this, however, that Longfield
~ 18 to be reckoned as an economic writer of high importance.
;"!;nﬂ‘nmtdly. it is because he developed a consistent body of
- doctrine which owed practically nothing to the influence of his
contemporaries.

After some preliminary fumbling with the theory of labour-valge,
which confused his work regrettably but did not really affect it,
_ Longfield developed a very complete version of the marginal theory
~ of Value, and on this he based his Theory of Distribution and indeed
" his whole system of Economics. This has been constantly emphasised
' wgut this work, for it provides the key to nearly all of
Longfield's economic thought. It aecounts for his treatment of the
entire question of Distribution as a special value problem, with the

nturns to the factors as prices. It was then his analysis of the
hﬂmoea on the supply -and demand side in each case which provided
 the basis for his view of social progress, and this same fact goes
far to explain his view of the origins and effects of International
~ Trade also.
. Thus in Longfield's work there is perceptible a consistent
'l devel opment from an original basis. He did not take Eoc;nomic Theory
l. 88 he found it, but worked out his own conclusion on every proi)lam
‘F', in a completely original way. His method of combining fact with
~ theory has been remarked, and his doetrines show how important it was
E in his work; he never accepted a theory merely because it found
general a«cphnoo = ingtead he took it upon 11'.- merits and if he
thought it defective as an explanation of the facts he evolved what
he conceived to be the right interpretation of them. In this fashion,
he built up a system characteristically his own.
In attempting to assess the merits of that system, it must always
be m thlt it was never completed. For that reason, it
mt be put dm as belonging to any general class. It has a
“mgm "marginal® trend, in places there are signs of a
eption of equilibrium ideas, but when the whole theory of

tion is lacking it is pointless to attempt to label Longfield's
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theoretical work, for it is not a camplete explanation of the
economic system.

Inevitably, his writings bear the stamp of their period, and their
shortcomings are evident now. But it is doubtful if eny of his

. theories could even to-day be rejected as absolutely false, and many
of his anticipations of subsequent developments are amazingly
complete. There can be no guestion of the superiority of his theories
- over those generally advanced in his time; the real Mpo;rtance of

] Longfield's writings lies in the fact that they were not an attempt

[,, to reproduce or even modify the classical system, but a.denlopment
3 of a completely different analysis, the author's own characteristic
,} préduotion. Longfield's claim to fame rests not merely on the fact
F _t'iut he was original, but on the fact that he was systematically

' original.

III.
- "Nelither neglect nor refutation will cause me any pain; I shall
~ be contented to_remain ugnoticed." So Longfield wrote in the
L Preface to his "Lectures on Political Economy", unwittingly
prophuy:lng his fate as an economist very truly.

Ingcidental references have been made throughout this present
work to the notice which was accorded to Longfield's various theories,
- but always it has been essentially the same story - a story of almost
| complete neglect. If his contemporaries and predecessors had little
influence in the development of his economic doctrines, certainly
Longfield had even less influence on those who came after him. The
theories of many of his successors resembled those he had propounded,
~ but there seems to be no ime tance in which that fact can be .

- attributed to his influence, except perhaps the isolated one of
fsaac Butt, who really only repeated Longfield's conclusions and
ecould noi possibly have been unaware of them in any case. The new
- doetrines which I-cngfiold advanced had no real influence whatever
_' on the subsequent development of economic seience; they were forgotten
almost as soon as they were published.

There seems to be no very good reason why this shoyld have been

I >_-_ ’\m'l- It is true that Longfield had né reputation asg an economist



end that the chair he occupied was newly established, and in a
country never thought of as a source of economic writings at the

- time, but for all this the work could have easily succeeded on its

:- owmn merits. Perhaps a more potent cause of its failure to make an
impression was the fact that Longfield never made any claims for it
gnd gave up his economie teaching and writing after so short a time.
He cennot have been wholly unaware of the development of Hconomic

. Theory during his later life, and it must have been a strange

j experience for him to see the economio doctrines he had so largely

- anticipated hailed as a new system of Political Hconomy when the
work of Jevons and the Austrians became known. Yet he never pointed
- out, at least in publie, how they resembled his own work; he was

- still "contented to remain unnoticed".

It is interesting to speculate on the question of how the

| ‘hlltory of ooondm:lc theories might have been changed if Longfield
had devoted himself entirely to Political Economy instead of the law.
 He was an energetic man, and lived to a great age; considering that
the very considerable development of doctrine which he did make was
.~ maghieved in less than two years, what might he not have done in
fifty-five, the period of his career as a lawyer. If he had given
2ll his attentions to economic work, Longfield might well have been
one of the great figures of Political Economy in the middle nineteenth
gentury, and had he held to his original approach whilst in that

 position the so-called "fall of the Classical systen” might have

| ocecurred twenty-five years earlier than it did.

‘_ All this, however, remains only as conjecture, and Longfield
‘has come down in history only as a minor writer of some originality.

' Yet surely his work has merited him a better fate than this. He was
'_hm great, for he never had the opportunity to be, but his work has

- mut.uy something of greatness in it. It is characterised not by
ocecasional surprising flashes of insight, but by consistent and

| ﬂ oneering thought. It is that which makes Mountifort i-ongﬂold 8
M notable economist.

LR R 2
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The following abbreviations are used throughout:

"LP,E" =« ILectures on Political Economy.

~ "3.L.C" -~ Three Lectures on Commerce and
One on Absenteeism.
All page fdoronco’n are to the first editions of
these works (Dublin, 1834, 1835) but the
numbering is identical in the London School of
Economiecs reprints.



T T

4.

/54

BIOGRAPHICAL INTRODUCTION.

Report of the Address delivered on the conclusion of the
First Session of the Dublin Statistical Society (1848) vy
His Grace the Archbishop of Dublin, President of the Society.
Whately explains in this address how the election was finally
made - he himself submitted questions in writing to the
candidates, "who were to reply under symbolical names."

He was surprised to find no less than three candidates fully
qualified to fill the position "because he knew that this
science did not form part of the collegiate course at the
time."

In accordance with the University regulations at the time,
whereby every Fellow had to take Holy Orders, except two -
one of whom was elected as "medicus", the other as "jurist".
University Intelligence, "Dublin University Magazine" July,
1636. TFamous afterwards in connection with Home Rule,

Butt also discharged his duties as Whately Professor with
gome distinction.

Subaequegﬁly the Statistical and Social Inquiry Society of
Ireland.

James McDonnell, President of the Statistical and Social
Inquiry Soeciety of Ireland, in his address at the opening of
the 38th. Session of the Society (1884-1885). (Journal of the
Society, part LXIII, July 1885, p.578).
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SECTION I.

The conditions of his office required Longfield to give at least
nine lectures in each academic year or else forfeit his salary,
but this condition did not apply to his first year -of office.

For a list of Longfield's works on other subjects, see
Bibliography.

L.P.El' Prefa.ce. Pe viii.

- LeP.E.; p.sl. Longfield emphasises the conventional nature of the

definition, saying that it "may not of itself be aurricient to
point out fully and clearly the true end and object of the

'saienoe."

LsP.E,, Contents, p.ix.
See below, Sect IX, for more detailed reference to this question.

He gives one particular example of an argument against orthodox
Eeonomics which seems worthy of quotation: "I remember reading
a speech of an orator much admired for his eloquence, in which
he advocated Poor Laws, partly on the ground that they were
opposed to the conclusions of Algebra and Political Egonomy."

(I..P.E.', p.s) B
L.P.E,, poll.

Ibid, p.13.

10. 3 Lects. on Commerce, p.9%4.
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SECTION II.

"Wealth of Nations", Cannan's edition, Bk.I. ep.IV.pp.30 & 32.
Ibid, ep VI. p.49.

I'bid, ep. VI. p.5l1.

Ricardo, "Principles”, ed.Gonner. cp. I.Sect.I.p.b.

Ibid, p.7. | |

See below, Sect.III.

This methéd of "eliminating land" found general acceptance for

a long period, but it is open to the serious objection that it

glﬁminates rent; not land, and rent is not the correlative of
abour .

Ibid, Sect VI, p.29.

Ibid, ep.I Sect.I. par.9: - "In the same country double the
quantity of labour may be required to produce a given guantity
of food and necessaries at one time, that may be necessary at
another, and a distant time; yet the labourer's reward may be
very little diminished. If the labourer's wages at the former
period, were & cortain quantity of food and necessaries, he
probably could not have subsisted if that gquantity had been
reduced. Food and negessaries in this case will have risen
100% if estimated by the guantity of labour necessary to their
production, while they wigi soarcely have increased in value,
if measured by the gquantity of labour for whieh theoy will

exchange .

The same remark may be made respecting two or more countries.

In America and Poland, on the land last taken into cultivation.
a year's labour of any given number of men will produce mach
more corn than on land similarly circumstanced in England. Now,
pupposing all other necessaries to be equally cheap in those
three countries, would it not be a great mistake to conclude
that the quantity of corn awarded to the labourer, would in
gach country be in proportion to the facility of production?

If the shoes and clothing of the labourer could, by

improvements in machinery, be produced by one-fourth of the labour

now negessary to their production, they would probably fall 75%,
but so far is it from being true that the labourer would thereby
be enabled permenently to consume four coats, or four pairs of
shoes, instead of one, that it is probable that his waBes would
in no long time be adjusted by the effects of competition, and
the stimulus to population, to the new value df the necessaries
on-which they were expended. If these improvements extended
to all the objects of the labourer's consumption, we should find
him probably at the end of a very few years, in possession of
only a small, if any, addition to his enjoyments, although the
exchangeable value of those commodities, compared with any other
gommodity, in the manufacture of which no such imprévement were
nade, had sustained & very consideradle reduction; and although
they were the produce of & very considerably diminished quantity

' i 9? hbouro"

9.

Say, "Traite", 1826 ed. 2me livre, p.171:- "Aingi, lorsque
uslgues auteurs, comme David Ricardo, ont dit que c'etaient les
is de production qui réglaient la valeur des produits ils ont
eu raison on ce sens, gue Jamais les produits ne sont vendus
4' une maniere suivie a un prix inferieur & leurs frais de

production.”



10.

1l.

12.

- 14.
15.
16.
17.
18.

e

157

"Public Wealth", p.38, 1804 ed. Note that at the beginning of

this passage Lauderdale does not qualify the words "measure

of value" by the adjective "real" or "invariable". He does
not seem to have considered labour a suitable measure of value
at all, apart from any question of invariability.

Senior, "Outline of the Science of Political Economy", Library
of Economics edition, p.ll. Quoted Bewley, "Nassau Senior and
Classical Economics", p.95.

Ibld, pp. 22-5 "As limitation of supply is essential to the
value of labour itself, to assume labour, and exclude
limitation of supply, as the condition on which value depends,
is not only to substitute a partial for a general cause, but
pointedly to exclude the very cause which gives forece to the
cause assigned." (p.24).

Whately, "Introductory Lectures on Political Economy", 1832 ed.,
Pp. 252-3. This passage does not appear in the first edition.

Lloyd, "Lecture on the Notion of Value", pp. 11-12,
Ibid, p.16. ;
Bailey. "Critical Dissertation", p.20%.

Ibid, p.l.

Longfield, "Lectures on Political Economy", first edition,1834,
Pe22. Italics mine. The passage which follows the definition
of Wealth gives an interesting side light on Longfield's view
of definitions and their importance: "In this science in
particular, as most of the terms employed in it are of daily
use, it will frequently be in the highest degree necessary to
give accurate definitions in order to fix the meaning of the
most abstract words. It seldom happens that any word of daily
ocourrence in common conversation is content with a single
meaning: it generally obtains some metaphorical extension of
its signification, or suffers a diminution by being considered
applicable only to those particular subjects to which it happens
to be most frequently applied. Hence the necessity of definitions,
to fix precisely the meaning of the propositions we discuss."
Since, however, in Political Economy, one cannot reason
from definitions alone, it is only necessary to define words when
using them in a 'stricter sense'. "And there may be some
advantage in pursuing this course, in preference to grouping

‘the definitions all together at the commencement. The study of

definitions is a dry uninteresting task in every science, and
in none more so than in Political-Economy......I shall not
willingly therefore occupy much of your time with definitions and

explanations of words; and if I am sometimes guilty of a
deviation from this rule, I trust that you will feel assured that

I do so from an opinion of its necessity."” It is a regrettable

fact that Longfiecld very rarely is guilty of a deviation from
this rule,-%he infrequency of his definitions makes his arguments

of ton unnecessarily obscure.

Longfield always makes "Political-Economy" a hyphenated word.
L.P.E.;, p.27. Italics mine.
Ib’-d. p.26.

Ibid, p.23.

Longfield points out that Smith uses labour value in two
different senses, as did Ricardo. See above, p.4.



24- L.P.E. .HO“ on P.sa 32“’ Appendix,p.246.

25. Sir E.C.K.Gomner, in the Introduction to his edition of
Ricaxdo's 'Principles', attempts to show that Ricardo himself
regarded labour only as a measure of value, and considered
utility the source. He is able to make out a strong case for
this view, but it hardly seems that this was Ricardo's actual
idea,for he clearly states that 'labour is the foundation of
the exchangeable value of all commodities'. Whatever Ricardo's
intention may have been, M'Culloch and his other followers
undoubtedly made labour the source of value.

26. L.P.E o-’ p.32 .
 27. Ibid, p.36.

28. Longfield makes one interesting point on this question - that
the value of such 'curicsities' will be greatest in countries
‘h:i‘ there is the most inequality in the distribution of
wealth.

29. LOP.E.. p.39.
30. Ibid, p.40.

31. M'Cullogh, "Principles", ed.l830, p.297. The fact that this
passage has not been taken out of its context, or stripped of
any material gqualifications, shows the extreme character of
M'Culloch's interpretation of the labour theory of value.

32. Bee below, Sect.V.
33. IL.P.E. p.B1.

34. Ibid, p.38.

35. Ibid, p.44.

36. Ivid, p.46.

37. Ibid, p.47. Longfield notes that Smith uses the phrase
noffective demand" in a different sense -~ to indicate the
demand of those who are willing to pay the "natural" price.

38. Note that here Longfield is still using cost of production in
the classical sense, which he later abandons. (p.47).

39. This question leads Longfield inte a long digression on the
effect of high prices gn times of scarcity which is really an
attempt to show that in such circumstances laissez-faire
principles indicate the best course of action. This discussion
gseans to be prompted by the circumstances of Ireland at the
time, and has no particular reference to the theory of value.

_ 40, L.P.E. ».109.

. 41, Ibid. p.110 - 113.

- 42, . this pass from Briggs and Jordan, "Text-book of Economics"
p 2;35 od..pp.4§f.-ngnin, to view the matter from another angle,
if we bring all possible purchases into relation with a

commodity in order of the intensity of their effective demands,
the pur er to whom the commodity is just worth its given
z:ico and who would not have bought at a slightly higher price

the marginal purchaser.”



hr.l. Pom"n,.
"agssu Senior and Classical Economics”. p.91.

“On Some Little~known British Economists", Economic Journal,
1903. Reprinted in "Ecconomic Bssays".

Issue of June, 1834. This anonymous review was probably the
work of Isaac Butt; who was one of the founders of the
magazine and afterwards its editor for some years.

A slullar idea is partially developed by Sir Edward West in
his "Price of Corm and Wages of Labour® (1826) and might
have given Longfield a first hint of his theory. Vest
perceived the working of the "Law of Demand"; but did not
develop the marginal idea. :
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TION III.

L.P.E. p. 116. In referring here to "eliminating Rent from the
cost of production "it does not seem that Longfield is thinking
of eliminating it as a source of value, but rather as an element
in the joint product. _

2. West: "Essay on the Application of Capital to Land", pp.49-51.

West uses thg term "growing price" in the sense of cost of
production./3The other two causes were stated by Malthus to be:-
‘Firstly and mainly: That quality of the earth, by which it

can be made to yield .a greater portion of the necessaries of life

- than 1s required for the maintenance of the persons employed

. Ay
5.

6.

9.
10.

on the land.
Secondly that quality peculiar to the necessaries of life of
being able to ereate their own demand, or to raise up a number
of demanders in proportion to the quantity of necessaries _
produced.”

—"Nature and Progress of Rent" 1815,p.8.

L.P.E. pp. 128, 133, 135.

Ibid. p. 116-7. By "the earth" in this case Longfield evidently
means not only land but dlso all other natural resources, such as
mineral deposits, which are "capable of being appropriated”.

The doctrine of rent was always extended to such resources by
Ricardo and his followers, and although Longfield does not deal
specifically with this problem, he presumably agreed with their

view.

Wealth of Nations, Bk.I. Cp.XI.

Buchanan "Observations on the Subjects treated of in Dr.Smith's
Inquiry" - "On the Price of such Commodities as yield a Rent"
pp. 34 and 35.

Longfield had read the "Wealth of Nations" and although
in quoting from it he never refers to any particular edition, it
was very probably Buchanan's which he used. He may therefore
very well have seen these comments of Buchanan's and been
influenced by them, but nevertheless it is quite clear that he
evolved his ideas on rent primarily from his own conception of

value.
L.P.E. pp.120-121.

Ibid. p. 122.

)
In this connection, Longfield's summary of the theory of rent
is of interest:-

"This theory of rent may be sald to consist of two
propositions. First, that the rent of land depends upon its
fertility and situation, and upon the price of agricultural
produce. Secondly, that the cost of production, or natural
price of agricultural produce, depends upon and is regulated
by the expense of producing that portion which is raised with
the greatest amount of labour." - L.P.E. p. 136.

There is a confusion of thought in this, which makes it
erroncous as a statement of the Ricardian differential doctrine;
Ricardo held that the cost of production of "that corn which is
raigsed with the greatest amount of labour" regulated the market
price of all corn. The difference between this and the cos

roducing corn on better land was rent. This was the basis for
giu contention that "rent does not enter into price", cost and
price being identical at the margin of production.

Longfield by substituting "natural” for "market" price
makes the cost of production of all corn the same as the
marginal - yet he declares that rent forms no part of cost of
production - it sgepends upon the price of agricultural produce."

This seems to lead to the conclusion that there must be some



14.

15.

16.

1o/

divergence of cost and price.

_ This may perhaps only be due to an unfortunate use of the
term "natural price", for Longfield certainly understood the
concept of differential returns quite clearly but it shows
that he did not think of an invariable cost - price identity
in the classical manner.

It is quite consistent with the existence of differential
rent, and does not exclude the possibility, but scarcity rent
can be considered as well.

L.P.E. p. 134. This power is of course not confined to land

but is common to all productive factons; Longfield however

g:e- :Pt gseem to realise this, or if he does never points
out.

Jones "Essay on the Distribution of Wealth® 1831, p.213 (See

It is a little difficult to decide whether Longfield's second
cause is to be taken alo with the third, as part of the
statement of the causes of Diminishing Returns (i.e., the
"extensive case") or along with the first as a simple statement
of the fact that a higher rent is naturally paid for land

with adyantages of fertility or situation on account of the
greathy, {t yields or the higher price obtained therefor. On
the whole it seems that the former view is the correct one.

mield L.P.EOLP.135.
Pareto, Couns d'Economie Politique, (Lausanne, 1897) Vol.II.
Bk.II. 752, 759.
Cassel., Thoor;‘of Social Economy, Trans K Barron (1932) Vol.I.
p. VII. Pe 2 ° . l

also this statement of Cassels (p.287):~ “The rent of any
plece of land of a certain quality is, on final analysis, a
scarcity price referring in the first place to this land
itself, and is determined by its supply and demand."

Longfield states the purpose of this Lecture to be "to prove
this theory of rent, to free it from objections, and to point
out the gonsequences to which it leads" (p. 1325. Most of
the objections which he considers are not of sufficient
importance to merit detailed examination here, but his remarks
on the subject of tithes and similar "fixed proportion" rents
are of interest, however. Replying to the argument that
rents are pald even in the earliest stages of society,
Longfield argues that rents and tithes, which are a fixed
proportion of the annual produce, are an addition to cost of
production and so can be paid at any time. His idea appears
to be that rent in the sense of the classical theory is a
iggg;; of price, the surplus exacted by the Landlord from the
axmer's profit after the produce is sold; tithes, ete., are
in the form of a cost independent of price.

In a note to p. 145 (Appendix p. 257) Longfield comments
that Ricardo argues that tithes fall entirely on the consumer,
and "In this he falls into an error which occurs frequently in
his work, namely, that of supposing that the cost of
production influences the price without diminishing the supply".
This,; says Longfield, is & course not the case; producers
1imit the supply to such an amount as they think can be sold
at a price which will cover the cost of production. Consequently
the effect of tithes is par to tax the consumer by increase

but also tly to reduce rents in consequence of
giﬁi:i::;d conlunpt{:: and production. He adds that Ricardo

falls into the same error in supposing a tax on Farmer's
profits to benefit the Landlord.

This objection is interesting, for the error is ¢
a serious one and there can be no doubt that it does sppear in
Ricardo's work. Vice. "Principles" (ed.Gonner) pp. 157, 192-3.
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.18.
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25.

26.

b2

or dtmuvd{nums unnecessary the expenditure of extra

labour and capi "doses” on the better land.

“Part I: Rent" was the only ectimottheworkm
published, Ituppomdin:l.

“Essay on Distridution of Vealth", Bk.I, Chap. VII. p.211.
LePeE <y Do « It should be mentioned that Longfield never
M&n%t this ig Ricardo's theory, or the other
“Generel Theory of Unemployment, Interest and Money" p. 192.

rom. "On the Production of Wealth® (1821 ed.) pp.l15-117.
Wt“ LeP.E. P 1’0-

L.P.E, pe 154.

ibid., pp. 155-6. "Field" is the term used by Longfield -
it must be understood to mean equal areas in every case. The
wording "four times" is evidently only an error.

N.W.Senior "Letter to Lord Howick, on a Legal Provision for
the Irish Poor", etec., p.62.

L.P.E. p. 157. Longfield notes that "The same effect might
be produced by sgricultural improvements causing a greater
addition to the total produce of the soil than to the
difference of the returns to successive applications of

- gapital.” This would be the intensive case

Jones, op. ¢it. Chalmers, Rev. Dr. T., "Political Economy
in connection with the Moral State and Moral Prospects of
Soclety" (18%2) Chalmers pointed out that resort to
inferior soi does not imply reduced productivity of
labour.
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SBECTION IV.

"“Principles of Political Economy", ed. Gonner, Preface p.le
Lauderdale, "Public Wealth", 1803. ppe203i=4.

3¢ '"Wealth of Nationa' , ed. Cannah, BkeIl. CpeIII. pe3j20.

Mal thus, "Politicol Economy", 1820. pe3le
Ricardo, "Principles, ed. Gonner. pp.87=8.

Ibid, peB88. Ricardo has no need to consider the case of price
rises in ary other line of production but agriculture, since
such price rises would always be a reflection of a change in
labour value on his theory.

;bid. p0980 i
Longfield's arguments against this theory are dealt with belowep.l®

The circumstances of the period may partly account for the
development of these ideas. The idea of wages being advanced
out of capital pending the sale of the product, would be an
obvious deduction fromthe methods of the 'domestic system',
8till prevalent when Smith wrote, and in which almost all the
capital of the merchants was 'circulating'e Yet fixed capital
was certainly of sufficient importance by the time of Ricardo
and the elder Mill to merit more attention than it received from
them and their contemporariese.

Le.P.Es pel78. 1le. Ibid. p.16§
I'bid.'Appendix. Pe249e 13 KegZeyppe2lo, 232
LGPDEO p.196l 150 Ibld. p.la'/.

Ibid, pe224, Lecure XI.
Ibid, p.158.

Longfield considers that if the workmen were required to wait
until their products were sold for their wages the result would
be that "prices %ould rise beyond the power of the labourer to
calculate+” (p.162)¢ He cynically remarks that "what indeed the
workman generally has in his mind, when he adopts the pernicious
argument to which I have alludedy" (that he should secure the
whole produce of his work) "is such a state of things that would
increase his wages, without at the same time proportionatly
increasing the wagee of those who produced commodities for his
use." He thinks that profits also produce a rise in the price
of the product, but presumably this is not so great on account
of the "better ability to wait" of the capitaliste This peink.
is not specifically considered.

L.P.Ee, ppelb4=5. Longfield is careful to emphasise in this
connection that he considers the consumption of food, etce by
labourers as being "unproductive'. This is probably another
reason why he was not deludeé by the idea that "what is saved

is consumed."

Ibide, pp.166-70. (passim) Longfield points out here that it may
be thought that labour is productive of enjoyment long before
unproductive consumption of its product takes place, "that it
might set other labourers in motion, and that they are thus
enabled to support their families, &c." This ideaarises from a
confusion between "the sources from which commodities are
derived, and the occasions on which they are distributed. In .
the case given above what actually takes place is merely a
distribution of previously existing commoditiese.

Unproductive congumption provided the real source from which

~ they (or rather the means to pay for them) are derived.

Vide Taussig: "Principles of Economics", 1926 ed. Vol.II PPe214-6

. L-P;an P017°. 23 Ibid..pol7l.



- 24. Torrens, "Essay on the External Corn Tradee."
- M'Culloch, "Principles of Political Lconomy."

?wzs;iLoPnni p-l?lo 26| Ibid' p.l?B.
27, Ipid, pe183.

. 28. Ibid, p.186. There seems to be a hint here of the idea that
k- 4 “Industry” (in the sense of capacity to employ labour) is

9 ‘limited Dby capital," but it is never more fully developed,
E or even mentioned againe

. 29« The idea of the West-Ricardian doctrine was that higher wages
(werneeded to purchase the same 'level of Subsistence'.
Longfield seems to be thinking of subsistence in real terms.
Apart from this, however, there is also the guestion of how
4 the subsistence level is to be definede. See below, SecteVep.ds

- 30. L.P.E. pp01840 186. 310 Ibid, p-lB?o
5 32. Ibid. p0188.

33« As in the case of provisionse.

3‘0 L.P.E. p.lgso

gz. Ibidog pp0193-4i
e Ibid. pe198.

37¢ It is interesting to note how Longfield considers, and deals
with the difficulties in measurement of marginal product:-
"The additional capital is so mixed up with the former guantity,
that no separation can be made, except in imagination. A
machine may render labour 1,000 times more productibe, and yet
may partly consist of that capital which is least efficiently
employed, since perhaps a similar machine made in a less
expensive manner, might be nearly as efficient in increasing
the productiveness of laboure. In such a case I consider the
differende in expense between the two machines as the last
application of capital in this respect, and the difference of
their efficiency is the measure of the efficiency of such last
applicatione” (p.199).

38. "Gome little-known Britksh Economists", Economic Journal,

1903, P.528.

-



SECTION V.

’

"Wealth of Nations" ed. Cannan, 1904. Bk.l Cp.VIII, page 69.

It should be noted that ghe exact character of the subsistence
level is not defined and it may possibly be a very high one.

Mill "Elements of Political Economy" 1821 ed. p.25.
Ibid.p.42. This uncompromising statement is very typical of Mill.

L.PsE. p.202. The use of the phrase "relative wages" here secens
ingorrect, but evidently it must be taken along with the
qualification "in different countries" to mean the general rate
of wages in any perticular country.

L.P.x. .p. 203'

As already noted (above, note 2) the subsisténce level was quite
frequently not defined as a minimum at all.

L.P.E. pp. 205-6. The discussion which ensues with regard to the
importance of distinguishing "primary and secondary causes"; or
as they would now be called, short and long term effects, is of
some interest. ILongfield emphasises the fact that subsistence
levels are only of secondary importance to wages, and further
ghows with great clarity how cost of production affects chiefly
long period price. :

e, %.Socta.on Commerce, pp.85-6. There is a certain resemblance
etween this argument and that advanced by West in "Price of
Corn and Wages of Labour" (see below, p.

10. But see the reference to employment and capital, L.P.E. p.186.
quoted on p.7@ of Sect.IV.

1l, L.P.E., p.209-10.

12, Ibid, p.210, Longfield says here that "Menial servants, and
thogse labourers usually termed unproductive, must be maintained
by funds derived from other sources"” but he does not explain
what those sources are. Presumably these wages are to be
regarded as transfer payments only.

13. L.P.E. p. 211-2. The introduction, characteristic of Longfield,
" of the value as well as the quantity of labour, seems to

invalidate the theory, meaking it in fact an argument in a
¢cirecle, but the examples given make it clear that in this case
"yalue"” must be understood to mean relative values of labour.
Even so, the assumption that these erences in relative
values can be, as it were, divorced entirely from wages (in
which eventually they must be measured) is a considerable and

a dubious one.

14. Abwowe, Sect. IV. poﬁgo

15. 7. - "The prices of articles should be proportional to the
quantity of labour employed in its production; (gic) and the
wages of the labourers would depend upon the productiveness of
labour: the more they produced, the more they would receive."”
This would seem to involve the assumption that other costs are
in a constant proportion to labour, but in so far as the
cost of production be teken to consist of wages and profits
(and on Longfield's view the terms can be interpreted widely

to make this true) this is covered by Longfield's special

agsumptions on profits.
; 16. LePE. Do 212.
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17. It is curious that when he has developed the idea of marginal
- productivity in conneetion with capital, Longfield does not
extend it to the case of labour. This is perhaps the only case
in his work where his attachment to the idea of labour as a
measure of value has any material influence on his arguments.

'38. L.P.E. p.215.
29. 1vid. p. 217. -

20. The higher rate of profits which capitalists require as an
ingurance against risk, chiefly risk of 'fraud or violence' on
the part of labourers, acts as a tax on wages according to
Longfield. Other taxes on commodities, he thinks, only
affect the condition of the labourer when they are imposed on
articles which he consumes, since their incidence is wholly
on the "unproductive consumer."

21. L.P.E. p.220.

22, Thus, for instance, both Longfield and Senior were much
. eoncerned over the question of the Irish.Poor Law.

23! LOP.E. p.?Oc
24. Ibid. p. 83-4.
25. Ibid. p. 105-6..
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L.P.Ec P"ll‘
Ibid, p. 224,
Historical confirmation of this is hard to obtain, but there

- seems to be no good ground for Longfield's assertion.

H'Culloch, in his "Statistical Account of the British Empire"
(1839 ed.) says that distribution of rents cannot be satisfacto
ily ascertained, but that Baker in his "Observations on the
Income Tax" (untraced) estimated the number of landlords in
England at "200,000 at least" with an average rental of £150.
In agricultural areas, M'Culloch says, the landlords were
becoming l%ﬁ! numerous since 1800, but in manufacturing
districts their numbers were increasing. (vol.l.p.545).

He gives no figures for Ireland, but actually Longfield seems
to have England in mind in all this discussion.

L.P.E,, p.225, 227. The argument that the same estate affords
greater comforts to a greater number contains the fallacy that
no mention is made of the amount of rent paid for it - this
would naturally have increased in the progress of time also.

I'bid, p.228.
Ibid’ Pe 229.
Longfield supports this proposition by saying that increased

glkill enables machinery to be constructed more cheaply in
proportion to its efficiency, but he adds the further reason

1e]

r-

that "it adds to the value of the labour, which is multiplied .

or superseded by its means". The presence of no less than
three pronouns here, following on another just previous, makes
it very difficult to understand whether machinery or labour is
being considered as adding to value. In either case the
proposition seems to be virtually meaningless and quite out of
accord with Longfield's theory of profits.

L.PE,., p.230.
L.PeEs; Dpe234.

It must be emphasised that these conclusions are more implied
than expressed in Lomgfield's writing. He himself is not
always clear on the distinction between aggregate proportions
and individual amounts.

Nor does he recognise the further possibility that aggregate
total wages might increase, while the rate of wages fell and
the proportional share of Labour fell also.

In anote to page 203. Longrield reviews and rejects all the
arguments in favour of this conclusion, both theoretical and

practical.
L.P.n. p v 237 .

Ibid, p. 2380

Longfield emphasises that he does not mean that the relative
wages inside one country will all be raised. "That would be

absurd; all cannot rise in proportion to each other." But
the relative wages of the labourers of a prosperous country
are raised in compmrison with those of the labourers of other

countries, and their standard of life is higher. (See below,
Sect. VII).
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16. "On the English and Irish Analyses” p,3. Vance shows a good

: grasp of the essentials of both theories and draws attention
to Longfield's inversion of Wages and Profits, but he
devotes rather excessive attention to the verbal meanings
which gcan be put on the terms. He declares Longfield to
have advanced a theory of wages and two separate

theories of Profits, and es no reference to the marginal
concept at all.
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Sxrov, YO

39 & 40 George 111, 6, 67, Art, 6, There wers certain

exoeptione %o the provision remrding tariffs; calico and mudlin
-wore to be subject to the existing duties only until 1808, and
these were then to be redwed proportionately every year until
1816, when they reached 10%, at which level they were to remain
until 1821, Similarly, cotton yarns and twise were t have

the duties on them redw edi proportiomtely every year after

1808 until they eeased altogether in 1816,

The following estimites are given in & "Summyry of the
History and Statistics of Ireland"” by Rev, &, Groves, publ ished
in the ineyelopaedia Brittanica in 1836;

"offfoinl Value of Imports "offie il Value of imports
from Gt, Britain into from Ireknd, deings the .
- Ireland,” produce of the United Kingdom,
' into G¢, Britain,”
1801, £3,2%,351, £3,352 ,069,
1805, 4,067,717, 4,201,077,
1809, 5,216,577, 4,367,425,
;,. 1813, 6,746,354, 5,164,483,
1817, 4,722,766, 5,569,485,
1821, 5,338,838, 7,067,852,
1885, . 7,048,936, | 8,404,288,
Decennial figures, giving annuel averam ;-
1789-99 28,923,321, 23,816,018,
1809-19 £4,787,434, : 25,722,242,

Groves gmives no explanstion of these figures, which are
presumbly Customs retume, The curious phrasge "being the
rofise® of the United Xingdon" seems to mean tho produce of
| the Union,

o " Vany pamphlets were published esetting forth the case for

4 indwstry; & typioal example is "The Commercial Injustices," an
Appendisx to & Report to the Repeal Asecois tion, which was
publ ished durinz the later Repeal agitation of the 1840's,

4, 31,0, pp.24-5,

s, Ibid, p.55,

8, AB, for example, on p.623;- ™Nor let 1t be said thet we
ghould suffer, eince we should give the preduce of ten daye of
e sur labour for that of one day of thalrs,”

3 ’uoo P "o
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17,
18,

20,

It 48 interesting to note how this derives from labour cost
through longfield’'s wage theory, As already mentioned (above,
geot,.V) this containe the 1dea of the value of the product
being proportioml to the amount of labour ueed in making 4%,
eagh labourer's share being 1in proportion to the amount of
work he contributes, Starting from thie iden, Longfield
then bringe in the varicus aids t labour whioch may increase
the proportion by increasging produc tiveness, so taking into
account all other faetors as well, Ilabour cost, however,
remains ag the starting-point. £e0 below, p,§08

31,0, p, 58
LOP.B. pp.-'?O-?l.

ixept in =0 Mr ase yariation of the oombination of labour
with land might be coneidered,

3.1.0, pp.56=57,

31,0, ve 86,

n“ W."-m.

3.,1,0, D31,

Ibid, Appendix p,102,

Ibid, p.44,

Ib!.d. p.”.

3.L,0, Pp.81, 107, 109, .
Moet of the other a rgumen ¢t which Longfield gives apminst
absenteeism are of & soc ianl nature, and have no inmportance
for theoxy.

S.L;O. "note to Page 43." (App.P.99). It seems that this
and the suweceeding "'note t Page 51' have been traneposed;
otherwise they appear rather irrelevant to the text, :

Svidently longfield must mesn primarily money wages in
thie caso for there 18 no real reason why an inoroased demand
ghould improve the produc tiveness of lsbour, although this
micht be & secondary consequence, It is interesting to
compare this paesage with Cairnes: "leading Principles p.p.
400-408(TWages and Foreign Trade”) where thie writer roaches

an identical conclusion, Wt is evidently unaware thet
Longfield had anticipated hin,

Lorclai De zm'
30,0, Pef8, Allowance mist be made for the fact that

Longfield may have sail thischiefly hesause he wished to
enphasise that freoe trade could not harm Ireland,

3.1 oo - ‘PP 090950
Ibid, .2,

Ibid, App.p.96,
Ibid, p. 62, This is evidaatly & misprint for ",...we

| roceive to thoee which we give,..."

. Ibid, D.62,

=
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Ibid, Appp p.96.

3.L,0, Pp.26=-7,

Ibid, Appendix, pp. 100-101,
“alsmiztmehsfilichea awaidn 3oan

Viner "The Doctrine of Comparative Coets,” wnmnaohnt-

liches Archix, 36,84, pp.365, 378-79, 402, 407,
Ohlin:"Inter-Regional and Intemational 'rmdo. PP.31-32 ,42,
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SECTION VIII.

See also reference ahove, Section II.

Butt had ceased to be editor in 1840, and it is not

“definitely kaown who had taken his placa.

2.

4.

10.

.
12.
13.
14.

Longfield read a paper on Banking to ths Dublin Statistical
Society in 1848, which would have provided an interesting
comparison with these 1840 articles, but the Society did not
publish the paper, and the manuscript seems not to have
survived. The minutes of the Sociaty reveal that Longfield
was appointed to a sub-committee formed to consider the
printing of member's papers later in tha 1848 session, and it
nouid. therefore, seem that he must have suppressed his own
WOTX .

These Committees were:-

1832 - Committee of Secrecy on the Bank of
England Charter.

1836-38 -~ Secret Committee on Joint Stock Bankse
1839-41 - Committee on Banks of Issues

The Act of 1820 was o dead letter, for it required that every
proprietor of an Irish joint-stock bank must reside in Ireland,
‘which made it impossible to raise the necessary capital. The
1825 Act repealed this provision, and from that time onwards
Joint-stock banks developed steadily (See Dillon "History of
Banking in Ireland,"p.50.).

Dublin University Magazine, Oct.1840. p.383.

Thornton says that s bills "evidently form, in the strictest
sgnse, a part of the circulating medium of the kingdom" -
"Enquiry into the Nature and Lffects of the Paper Credit of
Great Britain®, Library of Economics edition (1939) p.92.

Dublin University Magszine, 1840, pp.6 & 7. The fallacy is
obvious -enough;iperhaps Smith's argument is not so far from
representing the facts in modern conditions as it was in 1840.

Bublin University Magezine, Jan. 1840. p.8. It wae customary
for all contributors to adapt the editorial "we".

It is interesting to note that in the discussion of the effects.
of a deficient harvest the movements of wages are explained on
the basis of a productivity theory and the subsistence theory
is rejected. This seems to suppoft the view that lLongfield was
the writer of these articles.

The gold was required in America to assist in the reform of the
banking system there, and in Ireland because doubt had been
cast on the validity of Bark of England notes as legal tender
there. (See Feaveryear, "Pound Sterling", Dillon "Hiatory

of Mnking . ")
D.U. Magazine, Dec.1840. p.618.
Ibid. Feb., p-218.

Ibid. Feb., ppe222=3.

John Law "Money and Trade Consider'd, with & Propoeal for
Supplying the Nation with Korey". 2nc.ed. London, 1720.
Blacker, "The Evils inseparable from a Mixed Currency",

London, 1839.
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15.

16«
17
18.

'3

Law proposed that the security required should take the form
of titles to land, because "land hes a more certain ¥alue than
other goods, for it does not increase in Quantity, s all
other Goods may." (Money and Trade, pe74).

Blacker considered mercantile bills the best security.

"Evils inseparable", etce«f.20.
D.V. Magazine, Oct. 184C. p.389.

This relation of the problem te supply and demand is very
characteristic of Longfield.



10.
11.

16.

17.

19.

T4

SECTION IX.

L.P.E, s p.242.

- Ibid, p. 87.

Ibvid, p.96.

Ibid, p.63.

Ibid, p.159.

Ibid, p.54.

See above, Section VII.
"Four Lectures on Poof Laws" p.47.
LePEsy pe5e

4 Lects. Poor Laws, p.2.
Ibid, p.33.

3.L.C. pp. 44-45,

Ibid. pp.36-7.

As & comparison with, e.g., M'Culloch's "Prineciples", would
seem to indicate.

This address does contain an interesting computation of the
National Wealth of Ireland before and after the Famine, which
provides an example of Longfield's interest in the
statistical side of economic study. It is, however, a rough
estimate, not a comprehensive survey. Longfield tskes
national wealth to be material property and amount of
National Debt payable in Ireland, less mortgages on Irish
property held by English mortgagees and amount due by

Irish traders to English manufacturers. Estimating the
changes in each of these four items, he concludes that
national wealth has been little diminighed by the Famine.

All quotations are from the refort of the address given in
the Society's Journal, Vol.I. (Jan. 1855) pp. 153-164.

Address by the President, Hon.Judge Longfield at the opening
of the 18th Session, 26th November, 1864. Dublin Statistical

SOOIQW Jemﬂl’ Vol -m’ p.129¢

Read before the Statistical and Social Inquiry Society of
Ireland, 23rd April, 1872, by W.R.McDonnell (Minute Books of
the Society, 1872).

Journal of the Statistical and Social Inquiry Society of
Ireland, pt. XLII, p.108. It is interesting to compare this
roposal with the historieal account of soclal services in

¢ Beveridge Report:-

"Finally, in 1908, an Act to provide for 0ld Age Pensions
was passed. It is noticeable that the scheme was not
financed by compulsory contributions, and the main effect was
to enable people to receive a pension of 1/~ to 5/~ a week on
reaching the age of 70, subject to a means test, but not
subject to the stigma of poor relief nor was destitution made

-=eCmnd. ““ App‘ndix Bp p.m’ plr.4.

- (Italies mine)
It must be remembered that Longfield's scheme would have

applied to male labourers only.
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